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apparatus,  or  other  work  ot  hi- 
erature.  art,  mechanics  or  ob- 
lect  of  curiosity,  deposited  in 
any  public  library,  Qallery, 
museum  or  collection  it  guilty 
of  a  misdemeanor. 
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MIICROSOFT 

S  IT  TOO  POWERFUL? 


HAT  IF  finance  cuts  your  furniture  budget? 


Buying  new  office  himitiirc  on  a  downsized 
budget  can  leave  you  with  the  uncomfortable  teeling 
that  something's,  well . . .  missing. 

Like  real  quality.  Durability.  Simpliaty  And 
the  extra  conveniences  that  make  people  more  pro- 
ductive. These  days,  who  can  attord  them? 

Actually,  almost  anyone  can. 

Because  Haworths  new  PREMISE™  office 
Rimiture  gives  you  the  extras  built  in.  Without  the 
expense  added  on. 

You  can  see  PREMISE  quality  m  the  details. 
Like  flush-fitting  work  surfaces,  preasely  aligned 
drawers  and  interlocking  panel  tnm. 


PREMISE  cxcauivi' 
work  iliitioii 


H/aWOFTTH 

FurnitureT  hat  Works  .'" 


PREMISE  includes  both  systems  and  Iree- 
standmg  furniture,  so  it  a^lapts  easily  to  changing 
needs  for  open  plan  and  pnvate  offices.  Anywhere 
you  want  to  ait  costs  without  cutting  comers. 

 <>  

Are  you  getting  the  most  from  your  furniture 
budget?  Our  new  brochure,  "Maximizing  Your  Office 
Furniture  Investment,"  tells  you  how.  For  your  compli- 
mentary copy,  call  us  at  1-800-344-2600. 


■<>- 


ide  inside  ihc 


iks and  rattles  are  Ni.win  Altimas  ca\hi)  let  notliint; sli|)  llirou^li  tailored  lo  ntiei  le- 
illy  nonexistent.       and  voull  see  that  ue     the  craeks.The  seat-s         marLihle  su])|)ort. 

ha\e  been  specialh      Kverv  contiol  lia.s  been 
f  \^^^^^^^^^  thonL;hikill\  plated  to 

assist  the  dri\er.  All 
li  iLir  d( )( )r  s  h.i\  t'  been 
triple-sealed  lo  help 
kee|)  oiil  inoislure. 


And  noise  is  so  iniiiinial 
iIkiI  ,iI  .").")  in|)h,  the 
.\i\viu  Altima's  (abin  is 
actually  (juieter  than  a 
BMW  325is!** 

IVit  while  ihcAltimn 
deli\frs  total  comfort, 
\(>ii  (an  rest  assured 
\()U  won't  fall  asleep  at 
the  wheel.  A  loO-horse- 
\)(  )wei  engine  offers 
exemplary  respf)nsive- 
ness,  while  its  suspen- 
sion is  yet  another 
Nissan  engineering 
marvel.  On  a  slalom 
course  the  Allima  can 
beat  an  Acura  Legend 
L  Sedan!** 

Call  usal  l-SOO- 
\ISSAN-:lext.(i04. 
and  find  out  more 
ab(  )ul  our.ima/ing  new 
car  N'ou  ll  (lis(o\er  that 
<u\  aiili )in(  )l )ile  that's  jjul 
t(  igetliei  v\fll  needn't 
])Ut  \(  )U  well  into  debt. 


Tilt'  Xtiv  Xi.wni 

Altirna 

/Is  time  to  cxpecl 
more  jn mi  a  air." 


s  and  iiptuim.  *** Based  on  md/'pnuinU  fr'sis  ((indiuU'd  hy  I  'SA(i  lUidy  panid  tnlrrauces  basfil  on  avnagr  gap  iimsisttniry.  ( Hher  claims  certified  by  AMC.I  pir  1993 
1  Allima  XF,  or  .ST-,'  vs.  1992  cinnpelilwe  vehicU's.  Slalom  compansiiri  based  im  ciiurse  ciimplflion  lime  hitenin  cinielnns  based  im  d/ribel  ln>el  al  55  milfs  per  hour. 
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MICROSOFT'S  GATES  AND  INTEL'S  GROVE:  AS  IBM  SLIDES,  THE  SOFTWARE  MAKER  AND  THE  CHIPMAKER  ARE  THE  INDUSTRY'S  POWERHOUSES 


Co\'er  Story 


82 


IS  MICROSOFT  TOO  POWERFUL? 

Wliere  'Big  Green'  leads,  I'C  makers 
and  customers  follow.  Where  it 
stakes  a  claim,  rivals  steer  clear. 
Some  say  that  as  a  standards-setter, 
Microsoft  is  only  filling  the  vacuum 
left  by  IBM.  But  its  critics  charge 
that  Microsoft's  choke  hold  inhibits 
competition  in  the  software  market 
and  hampers  advancement  of  the 
computer  industry  itself 
86  THE  POLITICS  OF  CHIPS 

Vnv  Intel,  one  big  pal  isn't  enough 
LITTLE  GUYS  WHO  DON'T  SCARE 
Mighty  Microsoft  proves  vulnerable 


88 
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30  C«  iNTONOMICS  UNBOUND 

'1 ;  ■  package  unveiled  on  Feb.  17  has 
soi  I'thing  for  everyone — to  dislike 

33  COMMENTARY 

Why  hit  till'  middle  class'.' 
Because  that's  where  the  money  is 


34  SQUEEZING  THE  WEALTHIEST 

H(j\v  Clinton's  ta.x  bill  will  affect  a 
hy[)0thetical  upper-income  household 

35  COMMENTARY 

Now,  labor  can  be  part  of  the 
sulutiiin — if  it  cooperates 

36  DUELING  FOR  DIALERS 

It's  MobiLink  vs.  McCaw-AT&T  in  a 
nationwide  cellular-i)hone  face-off 

40  FUNDING  THE  FASTEST  COMPUTER 

Steve  Chen  is  desperately  seeking 
new  cash  to  build  his  supercomputer 

42   SAFETY  EXPERT  UNDER  FIRE 

The  heat  is  on  the  c(.)niijany  that 
crashed  (IM  pickups  for  N'BC 

42  TEA  AND  LITTLE  SYMPATHY 

An  angry  gay  grou|i  is  boycotting 
oh-so-mellow  Celestial  Seasonings 

44  NOVEL  FROM  NOWHERE 

The  Brid^vs  of  Miidison  County 
defies  conventional  wisdom 

46  IN  BUSINESS  THIS  WEEK 

Goodi'ich,  Dow  Corning,  new  shoes 
at  Adidas,  Marky  Mark's  mouth, 
farewell  Mrs.  Fields,  Goodyear 


International  Business 

50  ITALY 

Cleaning  up  the  cozy,  corrupt 
relationship  between  business  an 
politics  is  clobbering  Italy  Inc. 

52  GERMANY 

Many  cracks  are  suddenly  appeal 
in  its  powerful  labor  movement 

56  JAPAN 

r.S,  insurers  want  access  now 

58  INTERNATIONAL  OUTLOOK 

Clinton  bears  down  on  a  foreign 
issue:  American  jobs 

Economic  Analysis 

18  ECONOMIC  VIEWPOINT 

Dornbusch:  Undervalued  Asian 
currencies 

22  ECONOMIC  TRENDS 

Ta.xes  in  Japan,  computers  and  jo  . 
Canada's  thaw,  deadbeats 

27  BUSINESS  OUTLOOK 

Highei'  ta.xes:  Just  how  much  will 
they  hurt  economic  growth? 
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CORRUPTION,  ITALIAK-STYLE: 
AS  CRAXI  STEPS  DOWN  AS  SOCIALIST 
PARTY  CHIEF,  ITALY  INC.  MUST  DECIDE 
WHAT  WILL  REPLACE  ITS  UNHOLY 
BUSINESS-POLITICAL  ALLIANCE 


30    BITTER  MEDICINE: 

WITH  A  LARGE  TAX  HIKE  AND  REAL 
BUDGET  CUTS,  CLINTON'S  ECONOMIC 
PLAN  MAY  PROVE  A  TOUGH  SELL  EVEN 
TO  A  DEMOCRATIC  CONGRESS 


60   NO.  I— AND  TRYING  HARDER: 

THE  AIRLINE  SLUMP,  AND  CHANGES  IN 
THE  INDUSTRY,  ARE  FORCING  BOEING 
PRESIDENT  CONDIT  AND  CHAIRMAN 
SHRONTZ  TO  REMAKE  THE  COMPANY 


Government 

9  WASHINGTON  OUTLOOK 

Reno  needs  'a  pitchfork,  not  a  broom' 

Marketing 

9  HERE,  SUGAR 

Forget  'lite'  food — the  new 
marketing  motto  is  'full-flavor' 

The  Corporation 

D  REINVENTING  BOEING 

Facing  a  market  in  the  midst  of  vast, 
structural  changes,  it's  radically 
redesigning  every  production  step 

2  A  LEADER  WHO  LISTENS 

Phil  Condit,  Boeing's  new  president 

8  JOLTS  FOR  METROMEDIA 
Woes  at  steakhouses  and  Orion 
Pictures  plague  John  Kluge's  empire 

People 

2  A  FIREBRAND  MAKES  HIS  MARK 

How  Maryland's  Kweisi  Mfume 
gained  clout  in  Congress 

3  MORE  MEMBERS,  MORE  POWER 

The  Congressional  Black  Caucus  has 
become  a  force  to  be  reckoned  with 

Finance 

6  'MY  ACCOUNTANT  FIRED  ME' 

Fear  of  getting  socked  with  huge 
lawsuits  has  made  Big  Six  firms  very 
choosy  about  whom  they'll  audit 

7  NOT  LOVERS.  MAYBE  FRIENDS 

Wall  Street  isn't  writing  Clinton  off 
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To  rev  up  the  engines  of  growth, 
get  loans  to  small  and  midsize 
businesses  flowing  again 
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Bargain-hunting  in  a  wary  market 
One  man's  used  chip  is  another  . . . 
Keeping  a  lid  on  health  costs 
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Science  &  Technology 

92  DRUGMAKERS'  POWER  TOOLS 

Biotech  methods  and  insights  have 
vastly  speeded  up  the  screening 
process  for  new  therajieutics 
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KWEISI  MFUME,  A  FORMER  GANG 
MEMBER,  IS  FAST  BECOMING  ONE 
OF  THE  MOST  POWERFUL  BLACK 
POLITICIANS  IN  THE  U.S. 


93  IS  THE  MEDICINE  MAN  IN? 

Listening  to  traditional  healers  has 
given  tiny  Shaman  Pharmaceuticals 
an  enviable  hit  ratio 
95  DEVELOPMENTS  TO  WATCH 

Reading  the  Dead  Sea  Scrolls, 
brainstorming  on  'smart  factories,' 
solar  road  signs,  HDTV  sans  picture 
tubes,  mosquito  protection 

Scoreboard 

97  CLOSED-END  FUNDS 

They're  tricky,  but  therein  lie 
opportunities — and  the  small 
investor  is  still  king 

Personal  Business 
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PRODUCTION 

Chonge  from  last  week:  0.3% 
Change  from  last  yeor:  2.6% 


1 967^  1 00  (four-week  moving  overage) 


LEADING 

change  from  lost  week;  -0.3% 
Chonge  from  lost  year;  5.7% 


Feb.  6 
183.6 


Feb.  6 
220.8 


180. 


mi 


Jon  30 
183  2r 


215. 


Feb 
1992 


Oct 
1992 


Feb 
1993 


Feb 
1992 


Ocl 
1992 


The  production  index  increased  during  the  week  ended  Feb  6  Seosonally 
adjusted  output  of  steel  ond  trucks  increased,  while  auto,  electric  power,  coal,  paper, 
lumber  production,  and  rail-freight  traffic  dipped  Crude-oil  refining  ond  poperboard 
output  were  flot.  Before  colculotion  of  the  four-week  moving  overage,  the  index  fell 
to  183  7,  from  186,5  But  the  previous  week  captured  some  bounceback  in 
production  after  plant  closings  for  the  Martin  Luther  King  holiday  on  Jon  18 

BW  production  index  copyright  1  993  by  McGrow-Hill  Inc 


The  leading  index  edged  lower  during  the  week  ended  Feb.  6, 
positive  signs  from  the  eorly-Februory  stock  rally.  Contributing  to  a  bi 
were  higher  stock  prices,  lower  bond  yields,  fewer  business  failure 
grov4h  in  materials  prices  However,  the  growth  In  M2  and  real  estate 
sharply  lower.  Before  colculotion  of  the  four-week  moving  overage,  the 
218  2,  from  224.4  in  the  previous  week 

Leading  index  copyright  !  993  by  Center  for  International  Business  Cycle  Rese. 
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latest 
week 

Week 
ago 

%  Chonge 
year  ago 

STEEL  (2/13)thous.  of  nettons 

1,796 

1,791# 

2.7 

AUTOS  (2/131  units 

1 17,304 

120,870r# 

90 

TRUCKS  12/13)  units 

95,312 

94,584r# 

33.9 

ELECTRIC  POWER  |2/1  3]  millions  of  kilowatt-hours 

57,824 

58,91 1# 

0.2 

CRUDE-OIL  REFINING  (2/i3)thous  olbbl  /do/ 

13,066 

12,907# 

5.7 

COAL  |2/6)thous,  ofnetlons 

19,912# 

21,152 

3.0 

PAPERBOARD  (2/6|thous.  oftons 

846. 5# 

851  3r 

6.2 

PAPER  (2/61thou5.  oftons 

771. 0# 

785.0r 

0.4 

LUMBER  (2/6)  millions  of  ft. 

476.3# 

497.2 

-7.8 

RAIL  FREIGHT  (2/6)  billions  of  ton-miles 

2 1 .4# 

22.2 

1.9 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA^  Associotion 
of  American  Railroads 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Veor 
ago 

JAPANESE  YEN  (2/i7) 

120 

121 

129 

GERMAN  MARK  |2/17) 

1.63 

1.65 

1.65 

BRITISH  POUND  (2/U) 

1.44 

1.43 

1.75 

FRENCH  FRANC  (2/i7) 

5  52 

5.59 

5.60 

CANADIAN  DOLLAR  (2/i7) 

1,26 

1.27 

1.18 

SWISS  FRANC  (2/17) 

1.50 

1.53 

1.49 

MEXICAN  PESO  (2/17) 

3.080 

3.076 

3  081 

Sources:  Major  New  York  bonks.  Currencies  expressed 
pound  expressed  in  dollars 

n  units  per  U  S 

dollar,  exce 

3t  for  British 

PRICES 

•atest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (2/17)  $/troyoz. 

330  600 

329  850 

-6.4 

STEEL  SCRAP  (2/16)  #1  heavy,  $/ton 

109.50 

109  50 

22.3 

FOODSTUFFS  (2/ 1 2)  index,  1967=100 

199.4 

196.1 

-2.9 

COPPER  (2/13)  c/ib. 

104.0 

104.0 

-0.8 

ALUMINUM  (2/13)  c/lb 

56.5 

55.5 

-2,6 

Vi  ',W  (2/13)#2hord,  $/bu. 

3  74 

3  83 

-18,5 

COITON  (2/1  3)  strict  low  middling  1-1/16  in  ,  </lb. 

55.01 

53.63 

8.8 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


yeorf 


STOCK  PRICES  (2/12)S&P500 


446.33 


446.15 


CORPORATE  BOND  YIELD,  Aoa  (2/i2) 


7.75% 


7.78% 


INDUSTRIAL  MATERIALS  PRICES  (2/i2) 


100.8 


99.5 


BUSINESS  FAILURES  (2/5) 


366 


404 


REAL  ESTATE  LOANS  (2/3)  billions 


$397.8 


$407.7r 


MONEY  SUPPLY,  M2  |2/i)  billions 


$3,430.7  $3,4356r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (i/30)thous 


340 


352 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980-100),  Dun  1^. 
street  [failures  of  large  companies),  Federol  Reserve  Board,  Labor  Depr,  CIBCR  seasonally  '-i 
dato  on  business  failures  and  real  estate  loons 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 


Month 
ago 


%  Chigi 
yearji 


HOUSING  STARTS  (Jan  )  onnud  rate,  thous. 


1,192 


l,285r 


PRODUCER  PRICE  INDEX  (Jon  )  finished  goods 


124,0 


I23,8r 


RETAIL  SALES  (Jan.)  billions 


$167.4 


$166,8 


MANUFACTURERS'  INVENTORIES  (Dec )  billions  $379,1 


$381,3 


Sources:  Commerce  Dept ,  BLS,  Census  Bureau 


MONETARY  INDICATORS 


Lotest 
week 


Week     %  Ch« 

ago  yeo^^ 


Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Mefo/s 
WeeIc,  KansOj  City  market,  Memphis  morket 


MONEY  SUPPLY,  Ml  (2/i) 

$1,035.2 

$1,033  8r 

BANKS'  BUSINESS  LOANS  (2/3) 

279.3 

277.0r 

FREE  RESERVES  (2/3) 

1,1 90r 

997r 

NONFINANCIAL  COMMERCIAL  PAPER  (2/3) 

149.2 

147.7 

1. 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions) 

free  reserves. 

which  are  expressed  r 

MONEY  MARKET  RATES 

Lotest 
week 

Week 
ago 

m 
« 

FEDERAL  FUNDS  (2/i6) 

3.59% 

2.90% 

4.W 

PRIME  (2/17) 

6.00 

6.00 

6;' 

COMMERCIAL  PAPER  3-MONTH  (2/i6) 

3.20 

3,18 

4.' 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (2/17) 

3.12 

3.13 

4.i 

EURODOLLAR  3-MONTH  (2/12) 

3.13 

3.18 

3. 

Sources:  Federal  Reserve  Boord,  First  Boston 

#Raw  data  in  the  production  indicotors  ore  seosonolly  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  ond  not  listed)  include  mochinery  and  defense  equipinl 
1  =Western  Wood  Products  Assn.     2  =  Soulhern  Forest  Products  Assn.     3  =Free  market  value     NA=  Not  ovailable     r=revised     NM  =  Not  meaningful 
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AFewExamdes 
3fWhat'sBeiiigMade 
In  MexicoTbday 

Investing  in  Mexico  is  tnily  a  money-niiiking  pi'oposition. 
ist  ask  a  few  of  your  competitors  who  have.  Foitnne  1( )( )( ) 
)mpanies  in  the  appliance,  electronic  and  automotive 
dnstries,  to  cite  a  few  examples. 

Companies  in  these  and  other  industiies  are  profiting  from  investments  in  one  of  the  woi'lds  top- 
^rforming  stock  markets.  And  from  direct  investments  in  privatizations,  low-cost  production  sharing 
ants  and  joint  ventures. 

So  much  so,  in  fact,  diat  almost  a  fiill  65  percent  of  foreign 
Lpitcil  invested  in  Mexico  has  come  from  coiporations  in 
e  United  States. 


GRUPO  FINRNCIERO  5ERFIN 


A  significant  portion  of  it  from  die  clients 
"Mexico's  most  experienced  finan 
.il  gi-onp,Gmpo  Financiero  Seriin. 
0  finii  has  tuTiUiged  more  sales  of 
ate-ov\/ned  iiidustiy.  And  no 
le  am  provide  a  better  link  to  our 
)untiy  s  fast-paced  growdi. 

Because  cis  Mexico's  first  tiiilv  universiil 
mk,  we  offer  eveiy  seivice  from  investment 
id  commercicil  banking  to 
asing,  factoring,  wai'ehousing 

id  insiirtUice.  In  short,  all  tlie  ^  M 

ipabilities  \'Ou  could  need.      ^^mrt      —  ^ 

So  talk  with  Serfin 
30ut  an  investment  in 
[exico.  And  see  what  we  can 
lake  of  it. 


MevicoCih'         NewYoik  Toho  London  Toronto  Los  Angeles         Nassau  Seoul 

(525)  7()9-7fi44     (212)574-9504     (8133)273-5911    (4471)  4()S-2151    (41fi)  36()-H9()()     (213)955-0749     (212)574-9500     (822)  756-5 ISfi 


At  Philippine  Airlines,  We  Aim  To  Please 

CEO's,  VP's,  GM'S,  MD's 


And  Other  VIP's 
Who  Have  Yet  To  Learn 
Their  ABC's. 


WeVe  always  been  big  on  the  way  we  care  for  our 
passe  gers.  A  devotion  exemplified  by  the  attention  we 
pay  to  the  smallest  of  details.  Providing  you  ample 
comforts  on  the  ground  and  in  tlie  air  that  make  short 
work  of  long  flights.  And  expressed  in  a  warm, 
personal  service  greatly  appreciated  by  the  people  we 
fly.  Even  the  little  ones. 


Philippine 
Airlines 
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REAL  THOUGHTS 

OH  THE  VIRTUAL  CORPORATIOH 


Your  article  appeared  at  an  especially 
appropriate  time.  ("The  Virtual  Cor- 
poration," Cover  Story,  Feb.  8).  Within 
weeks  the  International  Standards  Orga- 
nization is  expected  to  register  a  draft 
international  manufacturing  and  infor- 
mation standard  (ISO10808— STEP)  that 
will  be  a  key  enabling  technology  for  the 
"virtual  company." 

The  ability  to  describe  and  exchange — 
in  digital  computerized  format — all  use- 
ful information  about  a  given  product 
will  facilitate  the  flow  of  product  in- 
formation between  a  com- 
pany and  its  corporate 
partners,  suppliers,  sub- 
contractors, and  custom- 
ers. The  efforts  of  the 
U.  S.  in  product-data- 
exchange  development 
amount  to  over  507<  of 
worldwide  activity  in  the 
field.  If  this  leadership 
continues,  U.  S.  manufac- 
turers will  be  major  play- 
ers in  a  new  information- 
technology-driven  global 
marketplace. 

William  Conroy 
National  Institute  of  Standards 
and  Technology 
Gaithersburg,  Md. 

■ have  just  finished  reading,  with  some 
chagrin,  what  BUSINESS  WEEK  defines 
as  the  virtual  corporation.  It  bears  little 
if  any  resemblance  to  what  William  H. 
Davitjow  wrote  about  in  his  book  The 
Virtual  Corporation  or  the  business  de- 
veloped at  Ross  Operating  Valve  Co. 
aimed  at  producing  virtual  products. 

I'm  sure  that  good  joint  ventures, 
where  companies  utilize  each  other's  key 
strengths,  can  and  will  continue  to  hap- 
pen if  we  put  aside  our  antiquated  anti- 
trust laws.  But  this  process  is  hardly 
new  or  revolutionary. 

What  Ross  is  producing  for  its  cus- 
tomers is  virtual  products — the  ad- 
vanced systems  for  integrating  manu- 
facturing, engineering,  and  marketing 
into  one  holistic  function.  We  have  re- 
placed mass-produced  products  and  hier- 


BusinessWeek 


YIRfUAL 

CORPORATION 


archical  organizations  with  virtual  prod- 
ucts and  flat  organizations  which: 

■  Produce  customized  products  for  and 
to  customers'  specifications. 

■  Take  107'  of  the  time  to  produce  the 
old  mass-produced  standard  product. 

■  Do  all  of  the  above  for  a  fraction  of 
the  cost  of  the  old  system. 

Much  of  our  economy's  problem  is  the 
thousands  of  mass-production  manufac- 
turing systems  in  this  country  and  the 
terrible  legacy  of  management  against 
worker,  government  against  business, 
and  customer  against  supplier.  We  and 
the  British  are  the  only  advanced  indus- 
trial nations  still  clinging  to  this  old  de- 
structive system.  The  virtual-products 
concept  offers  a  way  to 
leap  over  our  Japanese 
and  German  competitors, 
but  not  if  no  one  under- 
stands it. 

Henry  F.  Duignan 
Chief  Operating  Officer 
Ross  Operating  Valve  Co. 

Troy,  Mich. 


buijncss  1^  dime,  u  dish.md^ 
\\\  callt.-d  [he  \inual  c.,r[> 
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s  the  virtual  corpora- 
tion a  fad  or  a  vision? 
The  answer  depends  on 
whether  we  set  out  to  ac- 
quire the  necessary  new 
capabilities  to  effect  new 
fundamental  regimes.  Just  like  the  re- 
cent successes  and  failures  with  reengi- 
neering  and  total  quality  management, 
to  name  only  two,  virtual  corporations 
must  be  rooted  in,  driven  by,  or  at  least 
substantiated  through  new,  visionary  in- 
formation technology  in  order  to  really 
become  a  vision  of  the  future. 

Work  has  begun  on  the  information 
technology  needed  to  breed  the  concept 
into  life.  One  example  of  ongoing  re- 
search is  the  industry-sponsored  (Alcoa, 
DEC,  GE,  GM,  and  IBM)  Adaptive  Integrat- 
ed Manufacturing  Enterprise  Program 
at  Rensselaer  Polytechnic  Institute. 

Cheng  Hsu 
Associate  Professor 
Rensselaer  Polytechnic  Institute 
Troy,  N.  Y. 

Iot  again!  New  buzz  words  that 
transmit  the  wrong  idea.  Let's  face 
it,  Intel  Chairman  Andrew  Grove  has  it 
right.  He  says:  "It's  a  business  buzz 
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The  New  Epson®  ActionPrinter""  3250  is  designed  In  change  your  ideas  about 
dot  matrix  printers.  For  starters,  it 's  the  only  one  xoith 
a  cassette  tray  using  regular  sheets  of  paper.  Just 
slide  it  in  and  youre  ready  to  go.  There's  no 
t  ractor  feed  to  adjust,  no  fanfold  paper  to  mess 
loith,  no  ugly  perforated  edges  on  your  printed  pages. 


Compact  &  Lightweight.  The  design  is  revolutionary.  The  ActionPrinter 
sits  flat  or  stands  upright,  fits  comfortably  in  any  size  workspace,  and 
can  easily  be  transported  anywhere — pom  home  office  to  corner  office, 
bedroom  to  hotel  room. 


sca: 


LABLE  FONTS 


Quality  Output.  It  's  not  often  you  find  a  dot  matrix  printer' 
with  scalable  fonts.  Nou)  youre  free  to  print  a  variety  of 
letter- quality  type  in  a  variety  of  sizes,  giving  all  your 
work  a  more  professional  look. 


Very,  Very  Affordable.  Right  about  now,  you're  probably  thinking 
there's  a  trade-off  somewhere.  Say  for  instance,  the  price  lag. 
Well,  we're  happy  to  report  it  lists  for  a  mere  $269  -  a  selling 
point  in  its  oiun  right. 


Talk  About  Reliability.  As  cdways,  Epson  offers  a  two-year  warranty.  Not  that 
you  'II  need  it  given  the  ivay  we  make  things  around  here,  but  fust  so  you 
know  we're  there  if  you  ever  need  us. 


For  more  information,  and  the  name  of  your  nearest  Epson  dealer,  call  1-800-BUY-EPSON. 
And  see  how  the  company  that  invented  dot  matrix  printing  has  reinvented  it. 


EPSON 


De  sh  I  „  p  t  Scanner,  Do  I       Ma  I  r  i  x  La  ,  r  r  ,  N  o  I  e  b  a  o  k  s 


h,i  dealer  referral,  call  800-BUV-EPSONI8IW-289-:t776)  111  Canada,  call  (8U0IGO-EPSON  Kjr  Uliii  America,  305-265-0092, 
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phrase. that's  meaningless.  It's  appetiz- 
ing, but  you  f^et  nothing  out  of  it." 

The  only  thing  that  makes  a  differ- 
ence is  each  company  concentrating  its 
efforts  on  the  things  it  does  well  and  not 
wasting  its  time  and  effort  on  going  into 
businesses  where  it  doesn't  do  well. 

Making  up  a  bunch  of  loosely  cross- 
linked  companies  will  create  a  feeding 
frenzy  among  make-work  lawyers  and 
tie  up  the  alliances  for  years  to  come. 

John  W.  Mitchell 
Staunton,  Va. 

"jPhe  same  executives  that  have,  in  the 
1  past,  become  enamored  by  and  en- 
thusiastic supporters  of  the  latest  man- 
agement consulting  fad  are  embracing 
the  concept  of  the  virtual  corporation. 
Yet  they  have  a  relatively  poor  record  of 
staying  power  once  their  initial  enthusi- 
astic blush  has  faded.  Staying  power  is 
precisely  what  is  needed  if  virtuality  is 
to  achieve  widespread  reality. 

John  Canter 
Pittsburgh 

^Phe   virtual   corporation   is  nothing 
1  more  than  the  project  management 
organization.  Project  management  fea- 
tures the  form  used  successfully  in  the 

CORRECTIONS  &  CLARIFICATIONS 

"sirens:  Convertibles  with  a  tricky 
shift"  (Personal  Business,  Feb.  8)  cred- 
ited First  Boston  Corp.  with  inventing, 
the  security.  While  First  Boston  has 
trademarked  the  term  "step-up  income 
redeemable  equity  note,"  J.  P.  Morgan 
Securities  Inc.  issued  similarly  struc- 
tured bonds  in  October,  1992. 

would  vanish,  and  reduced  commui 
would  reduce  oil  imports. 

LuAnne  I 
West  Chester, 

^#'oui'  article  would  lead  one  to  bel 

1  the  virtual  corporation  is  a  new  ' 
cept.  The  aerospace  industry  has  fc 
doing  this  for  over  30  years. 

Charles  Sv 
Henderson,  I 

FOR  NOW,  THE  S&L  CLEANUP 
RESTS  WITH  THE  S&Ls 

construction  industry  since  before  the 
pyramids. 

Fred  Blanchard 
Bethlehem,  N.  H. 

Employers  could  use  the  forthcoming 
family  leave  law  as  an  opportunity  to 
move  beyond  the  outdated  industrial  re- 
quirements that  employees  begin  and 
end  work  at  one  time  in  one  location.  In 
this  age  of  the  virtual  corporation,  busi- 
nesses can  identify  jobs  that  modern 
technology  can  do  at  home  and  at  differ- 
ent times.  Then,  when  workers  apply  for 
family  leave,  they  could  apply  for  these 
positions  as  well.  The  company  would 
get  its  work  done,  employees  would  con- 
tinue to  earn  income,  child-care  problems 

'^/Tom-  Washington  Outlook  ("The 
1  mop-up  will  test  Clinton's  metth 
the  Hill,"  Jan.  25)  suggests  that  the  1 
eral  Deposit  Insurance  Corp.  and 
banking  industry  will  be  paying 
much  of  the  remaining  cleanup  of 
savings  and  loan  industry's  probk 
Under  current  law,  this  simply  is  not 
case. 

First,  while  it's  true  the  FDIC  m 
tains  the  Savings  Association  Insur£ 
Fund  (SAIF),  the  FDIC  and  that  fund  ( 
assume  responsibility  for  S&Ls  that 
on  or  after  Oct.  1.  There's  no  mechar 
under  the  law  for  funding  costs  prio 
Oct.  1  with  SAIF  funds  or  the  FDIC's 

The  Phone  Number. 


POWERED  BY  Calling  Name  and  Number  Identification  technology  from  Northern  Telecom 
^mm  ""TORoiA  gj^Q^yg      vvHo's  calling  before  you  pick  up  the  phone.  So  you'll  always  be  in 
control  of  your  communications  and  your  time  in  the  office  or  at  home. 

M(>(t»r<)/o  and  Ihe        are  ref^i^lerril  iratiemark^  of  Motorola,  Ini  All  brand  and  produil  names  appearing  m  Ihis  ad  are  trademarks  or  registered  trademarks  of  their  respective  holders 
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)n  line  of  credit  with  the  Treasui-y. 
!Cond,  while  it  is  also  true  that  the 
may  lack  sufficient  funds  for  the 
:  to  carry  out  its  duties  starting  Oct. 
.6  responsibility  for  replenishing  that 
I  rests  with  the  S&L  industry. 

William  R.  Watson 
Director 

FliIC  Div.  of  Research  &  Statistics 
Washington 

IL  JAPAN  PLAYS  FAIR, 

ffECT  DETROIT  

'our  commentary  "Why  Detroit 
doesn't  need  the  protection  it 
ts"  (Top  of  the  News,  Feb.  8) 
ises  to  misinterpret  the  position  of 
e  it  calls  protectionists.  Those  who 
for  retaliation  against  the  Japanese 
1  for  such  measures,  not  permanent- 
but  only  until  the  Japanese  have 
led  up  their  markets.  There  can't  be 
9d  markets  on  the  Japanese  side  and 
1  markets  on  ours. 

Michael  Hall 
Dayton 


■rs  fo  the  Editor  should  be  sent  to  Readers 
rt.  Business  Week,  1221  Avenue  of  the  Ameri- 
Mew  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
:  12-7960,  Intl.  4998204.  All  letters  must  in- 
an  address  and  daytime  and  evening  tele- 
e  numbers.  We  reserve  the  right  to  edit  letters 
lority  and  space. 


EDITOR'S  MEMO  I 


AN  INTERNATIONAL  VOICE  FOR  VIEWPOINT 


For  many  years,  BUSINESS  week 
has  offered  readers  the  opinions 
of  prominent  commentators  in  its 
Economic  Viewpoint  column.  We  are 
proud  that  one  of  them,  Gary  Becker 
of  the  University  of  Chicago,  received 
the  Nobel  prize  in  economics  last  year. 
And  we  are  pleased  that  Alan  Blinder 
of  Princeton  University  will  become  a 
member  of  the  Clinton  Administra- 
tion's Council  of  Economic  Advisers — 
although  that  means  he  will  no  longer 
write  a  column  for  us. 

Fortunately,  we  have  a  top-notch  re- 
placement in  Rudiger  Dornbusch,  who 
launches  his  column  this  week  (page 
18).  He  joins  Becker,  Paul  Craig  Rob- 
erts, and  Robert  Kuttner  in  weekly  ro- 
tation— offering  different  perspectives 
on  economic  issues.  Dornbush  brings  a 
wealth  of  knowledge,  insight,  and  wit 
to  the  task.  Born  in  Krefeld,  Gei-many, 
in  1942,  Dornbusch  received  his  doctor- 
ate in  economics  at  the  University  of 
Chicago  in  1971  and  has  taught  at  Mas- 
sachusetts Institute  of  Technology 
since  1975.  A  "babv  monetarist"  at  Chi- 


cago, today  he  describes  himself  as  a 
"pragmatic  conservative  economist." 

An  expert  on  international  economics 
and  macroeconomic  policy,  he  was  at 
President  Clinton's  Little  Rock  "teach- 
in"  and  has  advised  numerous  govern- 
ments. He  is  also  co-author,  with  his 
MIT  colleague  and  Chicago  classmate 
Stanley  Fischer,  of  the  best-selling  text 
Macroeconomics.  Among  his  former 
students  are  high-ranking  officials  in 
Chile,  Italy,  Mexico,  and  Portugal. 

Rudi  Dornbusch  has  always  been 
provocative.  As  the  U.  S.  dollar  began 
to  fall  in  the  mid-1980s,  few  economists 
knew  how  far  it  should  drop.  Dorn- 
busch was  emphatic:  "It  has  to  drop  at 
least  another  lO'M"  Time  proved  him 
right.  Remember  that  while  reading 
this  week's  column,  which  urges  the 
revaluation  of  Asian  currencies. 


Editor-in-chief 


® 

#£145447 


The  Directory 

Motorola's  MC145447  is  one  hot  number—  and  it's  the  chip  Northern  Telecom  calls  on  to 
direct  Calling  Name  and  Number  identification.  From  phones  to  computers,  the  world's 
most  innovative  products  are  powered  by  Motorola. 

MOTOROLA 

Microprocessor  and  Memory  Technologies  Group 
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A  funny  thing  happened  on  the 
way  to  the  90's. 

People  came  to  their  senses. 

Intelligence  of  all  things  became 
The  New  V6  Passat      more  socially  acceptable  than 
extravagance. 

And  things  like  common  sense, 
honesty  and  good  old-fashioned 
value  were  suddenly  back  in  vogue. 


In  other  words,  people  everywhi 
started  acting,  well,  just  like  a 
Volkswagen. 

They  started  believing  that  you 
don't  have  to  show  off  to  stand  ou 

That  a  car  should  cost  what  a  c 
should  cost. 

Not  what  a  house  should  cost. 

And  by  no  small  coincidence,  thy 


lan  buying  the  Volkswagen 
sat. 

bona  fide  European  touring 
Ian  that  asks  you  not  to  scale 
:k  your  expectations,  just  what 
pay  for  them. 

/ith  a  heady  V6 172-horsepower 
line,  electronic  traction  control 
I ABS  brakes,  our  Passat  GLX 


is  built  to  massage  roads,  not  egos. 
Providing  all  the  driving  exhilaration 
a  thinking  person  could  desire 
along  the  way. 

For  details,  call  1-800-444-8987. 
Or  visit  your  Volkswagen  retailer. 

Where  you  can  discover  firsthand 
that  you  don't  have  to  be  rich  to  have 
a  driving  experience  that  is. 


Experience 
Fahrvergniigen 


©1993  Volkswagen  [Seatbelts  save  lives.  Don't  drink  and  drive. 
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THE  WISDOM  OF  TEAMS:  CREATING  THE  HIGH-PERFORMANCE  ORGANIZATION 

By  Jon  R.  Katzenbach  and  Douglas  K.  Smith 
Harvard  Business  School  ♦  291  pp  •  $24.95 

WHY  SEVERAL  HEADS 
ARE  BETTER  THAN  ONE 


^  ■  f  you  want  something  done  right, 
H  do  it  yourself."  You've  heard  that 
■  cliche  all  your  life.  Maybe  you  be- 
lieve it— even  though  the  company  just 
sent  you  to  one  of  those  team-building 
retreats  where  you  and  your  colleagues 
were  forced  to  depend  on  each  other  to 
climb  ropes  or  balance  on  a  beam. 

Well,  think  again.  The  days  of  the 
rugged  individualist  ar'e  over.  Like  rasp- 
berry tea,  shared  sacrifice,  and  worrying 
about  paying  your  nanny's  Social  Secur- 
ity, teams  are  in.  Whether  you're  an 
MHA  candidate,  a  blue-collar  worker,  or  a 
corporate  manager,  chances  are  you'll 
soon  find  yourself  expected  to  collabo- 
rate. General  Electric  Co.  has  made  self- 
managing  work  teams  a  centerpiece  of 
its  organizational  approach,  to  the  point 
of  running  some  plants  without  supervis- 
ors. Motorola  Inc.  relied  heavily  on 


teams  to  heat  Japanese  rivals  in  hand- 
held cellular  phones.  And  at  3M  Co., 
they  are  crucial  to  meeting  the  goal  of 
garnering  half  of  annual  revenues  from 
products  created  in  the  past  five  years. 

Why  all  the  hoopla?  Leading  business 
thinkers  and  top  executives  believe  that 
teams,  by  melding  the  skills,  experienc- 
es, and  insights  of  several  people,  can 
outperform  any  individual.  Interest  in 
the  concept  has  been  fueled  by  two  oth- 
er management  trends:  the  quality 
movement,  in  which  teams  play  a  key 
role,  and  "reengineering,"  which  calls  for 
setting  up  interdisciplinary  teams  to 
tackle  specific  tasks  rather  than  organiz- 
ing around  traditional  functions  such  as 
marketing  and  finance.  At  American 
Telephone  &  Telegrai)h  Co.,  for  example, 
one  team,  with  members  drawn  from 
marketing,  finance,  and  engineering,  ex- 


ists to  dream  up  product  ideas  for  snj 
businesses  across  all  product  lines 

For  all  the  shouting,  though,  tea 
can  be  wasteful  and  time-consuming 
can  the  many  books  on  the  subjec 
generally  clip  jobs  supplemented  w 
simple-minded  formulas  for  success 
so  The  Wisdom  of  Teams,  an  engag 
primer  by  a  pair  of  McKinsey  & 
consultants,  .Jon  R.  Katzenbach  i 
Douglas  K.  Smith.  This  is  a  though 
and  well-written  book  filled  with  soi 
times  fascinating  examples. 

To  explore  how  to  form  teams,  I 
them,  and  get  them  to  work,  Kat2 
bach  and  Smith  interviewed  hundr 
of  team  members  in  dozens  of  organ 
tions,  including  Citibank,  Weyerhau; 
Eli  Lilly,  Hewlett-Packard,  the 
Scouts-even  secretive  McKinsey  its 
They  recount  how  a  seven-person 
hort  at  Burlington  Northern  create 
l)illion-dollar  business  for  the  railn 
company  and  how  a  Motorola  group 
proved  quality  and  squeezed  out  costs 
the  company's  connector  business. 

The  authors  also  analyze  failui 
They  describe  one  "stuck"  group  a 
semiconductor  company  in  which  non(n 
the  nine  members  was  able  to  assi 
leadership.  The  team,  charged  with 


( 


WHO'S  USING 
INVESTMENT 
PERFORMANCE 
TO  MAKE  LIFE 
BETTER? 


*Vari;ihk-  lile  msiiiaiKC  policios  arc  issiicd  by  RquiUihlc  Vanabk-  Lilt  Insurance  Cnnipany.  a  wholl_v-i>wncd  Mibsidian/  ol  The  hquilabk-  Lilc  Assurance  StKicly  ot  ihe  United  Stales  All  rankings  are 
tor  periods  i  nded  12/1 1 /'J2.  as  repiutcd  in  MurninL'siar  s  Vuriahle  Annuily/l  ile  I'eilnrniante  Report  The  Inceniive  Life  A^'^ressi\e  Stock  Lund  ranked  I  out  ot  ail  6W  funds  rated  over  the  3-year 
period.  I  "111  ol  U  in  iis  category  over  Ihe  3-ycar  period  and  }>  out  nl  I  S  over  the  5-year  period.  Our  Global  Lund  ranked  2  out  ol  2^  m  its  category  over  the  .Vyear  period  and  I  out  ot  H)  over  the 


14  BUSINESSWEEK/MARCH  1,  1993 


i 


)ping  a  customized  mi- 
(;hip,  lacked  urgency 
1  enthusiasm.  Asked 
/  it  was  approaching 
goal,  one  member  re- 
d:  "We'll  drive  off  any 
Ige  we  get  to."  The 
hors  conclude  that 
mbers  didn't  share  a 
imon  purpose  or  ap- 
ach,  their  individual 
imitment  was  weak, 
they  lacked  decision- 
<ing  skills. 

^hat  team,  say  the  au- 
rs,  was  really  just  a 
oup."  In  such  groups, 
vidual  achievement  re- 
ins paramount.  In 
ms,  as  defined  here, 
rnbers  are  deeply  committed  to  and 
ponsible  for  one  another's  personal 
wth  and  success.  Only  the  perfor- 
ace  of  the  group  is  evaluated.  Ex- 
sive  group  discussion,  debate,  and 
ision-making  make  the  whole  greater 
n  the  sum  of  its  parts. 
Vs  you  might  expect,  Katzenbach  and 
ith  identify  several  elements  common 
successful  teams.  Their  conclusions: 
eep  them  small,  ideally  fewer  than 
members.  Agreement  and  purpose 
tougher  to  gain  in  larger  groups. 


Teams 

(.rrating  ik  Hijb-l'erfonnaiicf  Oriaiiuiiliini 


■  Mix  people  who  have  complementary 
skills.  Not  only  do  most  teams  need 
members  with  different  technical  or 
functional  expertise,  they  also  require 
people  who  are  good  at  problem-solv- 
ing and  people  who  are  good  at  deci- 
sion-making—two distinct  talents. 

■  Commit  the  team  to  a  common  pur- 
pose. Many  fail  because  they  casually 
accept  goals  that  are  not  demanding, 
precise,  or  realistic. 

■  To  maintain  focus,  set  specific  per- 
formance targets,  such  as  getting  a 


l)roduct  to  market  in 
half  the  usual  time. 

Some  of  this  advice 
may  seem  like  common 
sense.  And  the  authors 
try  .so  hard  to  nail  down 
certain  points— such  as 
the  importance  of  setting 
goals— that  some  of  their 
discussion  becomes  redun- 
dant. The  book  has  one 
other  annoying  weakness: 
Presumably  to  avoid  of- 
fending anyone,  the  au- 
thors omit  company 
names  when  descril)ing 


Even  so,  ycju'U  be  hard- 
pressed  to  find  a  better 
guide  to  forming  what 
many  consider  an  essential  l)uilding 
block  of  the  "organization  of  the  future." 
And  if  going  it  alone  has  always  been 
your  thing,  keep  an  open  mind.  As 
teams  are  charged  with  major  corpo- 
rate tasks,  being  part  of  one  will  ex- 
pand, not  diminish,  your  influence  and 
responsibility. 

BY  JOHN  A.  BYRNE 
Senic/r  Writer  Byrne's  book  on  history's 
most  celebrated  business  team,  Ford  Mo- 
tor Co.'s  "whiz  kids,"  will  be  published 
in  September. 


The  Equitable  was  a  pioneer  of  variable  lite 
urance.  And  now  we've  created  two  versatile  poli- 
s  attuned  to  the  needs  of  policyholders  in  the  1990s 
1  beyond. 

Our  CHAMPION  2000  and  INCENTIVE  LIFE  2000 
iable  life  policies  combine  insurance  protection  with 
array  of  diverse  investment  options  for  long  term  growth 
ential.  As  your  needs  and  financial  strategies  change, 
1  can  simply  change  your  options. 

But  what  really  sets  these  policies  apart  is  the  perfor- 
nce  of  the  funds  that  back  them.  One.  for  example,  ranks 
t  in  performance  among  all  variable  life  and  annuity 
ds  over  the  past  three  years.  Two  rank  first  in  their 


categories  over  the  same  period.  Four  of  them 
rank  as  top  performers  over  a  five-year  period. " 

It's  not  surprising  when  you  consider  that  the 
Equitable  professionals  who  manatze  the  funds  behind 
our  CHAMPION  2000  and  INCENTIVE  LIFE  2000 
policies  average  16  years  of  experience. 

To  learn  more  about  The  Equitable  and  its  versatile 
and  timely  range  of  products,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at  The  Equitable, 
787  Seventh  Avenue.  Dept.  A.  New  York.  NY  10019. 

/ iiuiir  ioniph-h'  iilliiniiallnii  uhniil  n„r  CHMtPKW  HHKI  niotlil'ml  l>iviilliiii:  dll.l  INCi.NTIVF. 
I II  h-  2(101)  lli-\ihlf  pivmiitni  l  urnihU-  lilc  piilicic\.  iiu  liuliiiv  rlhirf;c\  ami  i'(/>c/ni'».  nhlalil  a 
/'ii'\[>ft  tii\  Irnin         F-ifiifUihlf  Ri'i;i.\lt'n'tl  Hi'iui'^t'ilUtltvc.  Fii\!  ih'tidrnuiiiL  c  /•<  mil  tin  c\tniiiili' 
III  iinin  iiiiiiii  III  tiiniif  iT\uhs 


EQUITABLE 

STRENGTH  IN  NUMBERS 

i-year  period  Om  Ciii,ulh  linL-.loiv  l-imd  r.iiikcd  I  om  ol  III  .nii  B,iI.iikl\I  I  uiuI  5  .uil  nl  4')  .iiul  oiii  Mnm.>  M.iikcl  1  iiiid  2  niil  cl  SIv  (hl-i  Ihc  pL-nnd.  Tin-  \1uniin;jM,ii  iinucisL-  uniMsls  ..I  ikMii\  7(111 

/aruiblc  lilc  .ind  .inmiiu  kinds  .ill  nl  «lii(.li  a-pnil  Ihtii  d.il.i  ncl  ol  in\ cMiiU'iil  m.ni.iyi-iiiciil  k\-s,  diu'Ll  cipi'i.iliii;^  I'xlKiisfv  .irid  scpjuilc  ji-foiim  tlLiojc  Tlif  |U'i  loim.iiKC  d.il.i  Moiiiiiil'M.m  iisos  lo  ^.ikul.ilf 
■ankinjv  do  nol  ivllctl  Hlsui-.iiHL--n-l.ili-d  loMs.  cvpcnsc-.  .ii-s.ik-.di.irin.--.  uhicli  uoiild  K-diisi-  iIk-  rt-liiiil  1"  polk  \  holdu-rs.  ,  HJi)3  The  [-qlill.ibk-  Coiiip.inii-s  liic.iipoi.ik-il.  N>  N'l  Hill  I 'I 
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Why  cater  to  the  privileged  few  when  you 
could  cater  to  the  privileged  many? 


VISA 


There's  a  widespread  myth  in 
the  merchant  community.  It 
says  that  if  you  want  to  attract  affluent 
customers,  you  must  accept  and  promote 
the  American  Express  card. 

As  with  a  lot  of  other  myths,  the  accu- 
racy of  this  assumption  is  open  to  ques- 
tion. Especially  if  you  know  about  Visa.® 

Now,  don't  get  us  wrong.  AmEx  has  a 
splendid  card.  They  can  offer  you  about  35 
million  customers.  (Of  course,  Visa  can 
offer  you  about  286  million.) 

And  AmEx  can  promise  you  a  lot  of 
gold  cardholders.  (Of 
course.  Visa  can  promise 
you  5  million  more.) 

And  AmEx  can  deliver     F've  million  more 

gold  cardholders. 

a  ton  of  households  with  incomes  over 
$50,000.  (Of  course,  Visa  can 


are  she  has 
a  Visa  card. 


deliver  three  tons  of  the 
same  coveted  cargo.) 

And  many  of  your 
customers  prefer  to  use 


AmEx  for  their  personal  travel- 
and-entertainment  expenses. 
(Of  course,  three  times  more  of 
them  prefer  to  use  Visa.) 

But  stiU...is  it  really  fair  to  ^S^™" 
assume  that  American  Express  has  a  lock 
on  ^^^^^^^^^^^  privileged 
few?     X       /K  Well,  yes. 

As  long  as     ''•     ■  '        you  emphasize 

the  word  few.    We  just  plain  bring  you 

an  awful  lot  of  customers. 

Because  the  fact  is  that  Visa  can  bring 
you  more  customers — more  affluent  cus- 
tomers, more  wealthy  customers,  and  more 
incredibly  rich  customers — than  AmEx 
can  in  their  wildest  statistical  dreams. 

And  that,  we  hasten  to  add,  can  mean 
considerably  more  profit  for  your  business. 

Would  you  like  to  know  more  about  how 
you  can  tap  into  that  profit?  Then  call  us  at 
1-800-VISA-311,  ext.30. 

Maybe,  between  the  two  of  us,  we  can 
start  a  new  myth.  Only  this 
time  it  11  be  true. 


Economic  Viewpoint 


IT'S  TIME  TO  EHD  ASIA'S 
30-YEAR  FREE  RIDE 


BY  RUDI  DORNBUSCH 


Currency 
undervaluation  is  a 
big  reason  for  the 
U.S.  trade  deficit 
with  Asia.  Now,  Asia 
should  accept  a 
major  rise  against 
the  dollar 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSETTS 
INSTITUTE  OF  TECHNOLOGY 


Year  in,  year  out,  Asia  runs  large  trade 
surpluses  with  the  U.  S.  For  econo- 
mists, trade  deficits  are  just  a  mirror  of 
domestic  saving  and  investment  behavior: 
Countries  that  save  more  than  they  invest 
have  trade  surpluses.  If  Asians  save  massive- 
ly, envy  them— and  emulate  them  if  you  can.  A 
different  account  of  why  they  have  surpluses 
holds  that  Asia— and  e.specially  Japan— is 
closed,  while  the  U.  S.  is  not.  Our  trade  defi- 
cits would  then  mirror  the  tilted  playing  field. 
A  third  version  places  the  blame  on  a  large 
gaj)  in  quality,  worker  skills,  management, 
and  techncjlogy:  Asia  has  it  all,  and  we  have 
been  slipping.  There  is  room  for  yet  another 
view:  Asia's  currencies  are  chronically  undei-- 
valued,  and  that  has  given  them  the  edge. 

p]ach  perspective  is  right,  and  each  must  be 
part  of  the  response  to  our  poor  ti'ade  perfor- 
mance and  high  unemployment.  A  major  cur- 
rency realignment,  especially,  offers  a  posi- 
tive move  to  avert  protectionism,  bo(jst  U.  S. 
growth,  and  at  the  same  time,  shift  Asia's 
surpluses  toward  support  of  the  postcommu- 
nist  transformation  now  under  way  in  the 
Asian  region. 

Throughout  the  postwar  period,  until  1970, 
European  currencies  were  pegged  to  the  dol- 
lar. Inflation  rates  were  not  very  different 
here  and  there,  but  economic  progress  was. 
With  high  rates  of  productivity  growth,  more 
than  twice  our  own,  Europe  I'econstructed  and 
caught  up  in  manufacturing.  Unchanging  cur- 
rencies helped  translate  improved  productivity 
into  substantial  gains  in  competitiveness  and 
export-led  gi'owth.  Europe  knew  it  had  a  good 
thing  going:  Repeated  pleas  from  the  U.  S. 
for  realignments  went  unheeded.  Only  with 
the  transition  to  floating,  in  1970-73,  did  the 
great  European  currency  appreciation  come. 
When  Europe's  currencies  rose  across  the 
board  by  some  30%,  U.  S.  producers  got  a 
shot  at  competing  in  world  markets  on  an 
equal  footing  for  the  first  time  in  mor-e  than  a 
decade. 

BURNING  RUBBER.  We  face  the  same  issue 
with  Asia  today.  Export-led  growth  has  been 
the  rule  for  the  region,  while  trade  surpluses 
have  become  a  way  of  life  with  the  U.  S.  For 
more  than  three  decades,  Asia  has  l)een  rack- 
ing up  record  gi'owth  of  productivity  and  out- 
put. In  the  past  30  years  the  region  has  aver- 
aged 6%  growth  per  year.  Even  if  a  policy  of 
currency  undervaluation  is  only  part  of  the 
story,  it  has  helped  to  promote  that  strong 
performance.  Now,  Asia  should  accept  a  major 
appreciation  of  its  currencies,  just  as  Europe 
did  in  the  early  1970s.  From  Hong  Kong, 
China,  and  Thailand  to  Korea  and  Japan,  cur- 
rencies across  the  board  should  rise  by  some 


30%  against  the  dollar.  This  need  not  ha|  ^ 
in  a  single  year  or  two,  but  it  must  be 
agenda  for  not  long  after  that. 

Currency  realignment  is  only  part  of 
comprehensive  package  of  reform  that's  ii 
ed.  Abroad,  markets  must  become  more  o 
That  is  particularly  the  case  in  Japan.  In  1 
Peter  Parley  commented  on  Japan's  uu 
ingness  to  trade  with  non- Japanese.  "Ex 
the  eleven  individuals  of  the  Dutch  f;i 
ry . . .  no  foreigners  can  ol)tain  any  interco 
with  Japan.  A  strange  vessel  approaching  ! 
coast  is  fired  ui)on,  and,  if  driven  into  a  h;i 
by  stress  of  weather,  she  is  ordered  ol,< 
soon  us  possible." 

CARROT  AND  STICK.  Nowadays,  at  lea.st  j£ 
exjioits,  so  things  have  improved  some.  Ye 
non-oil  imports  today  represent  a  far  sm; 
share  of  income  than  they  did  two  or  tl 
decades  ago.  Anywhere  else,  the  opposit 
true— for  example,  in  (iei'many.  In  manufac 
ing,  the  story  is  even  wor.se.  Japan's  im* 
peneti'ation  is  the  same  3%  of  gi"oss  natia 
product  that  it  was  in  the  1960s.  Currta 
realigiiment  will  take  away  some  of  the  sti 
but  it  cannot  be  a  substitute  for  more 
markets  in  goods  and  services. 

On  our  side,  too,  cun-ency  realignment  i 
panacea.  We  need  to  upgrade  education,  si 
investment,  and  technology.  We  need  (jt 
budget  cuts  to  raise  the  national  savings  it 
lower  credit  costs,  and  raise  capital  fon 
tion.  Currency  realignment  and  low  intc 
rates  a.ssure  that  budget  cuts  represci 
strategy  for  gi'owth  rather  than  a  prescr'i]  i 
for-  unemployment. 

This  is  a  good  time  for  a  big  realignma 
Just  as  Germany's  unification  led  to  appni 
tion  of  the  mark  under  the  pressure  of  stit 
demand,  Asia  is  increasingly  facing  the  sr 
prospect.  Currency  appreciation  rather  i. 
overheating  is  appropriate.  In  Asia,  coic 
China,  Vietnam,  North  Korea,  and  Siberian 
all  joining  the  world  economy,  so  the  A,£ 
super-exporters  can  shift  their  surplu-ses  r 
their  lending  to  the  unification  project  : 
their  own  region:  These  huge  markets  rk 
goods  and  money,  and  these  exporters  l'i\ 
both.  Let  them  target  emerging  economi? 
and  let  the  U.  S.  off  the  hook. 

On  our  side,  where  budget  cuts  will  six 
labor  markets  even  further,  currency  dep  i 
ation  is  part  of  the  cure.  The  U.S.  may  bti 
dieted  to  Asia's  goods  and  loans,  but  we  h 
to  learn  to  pay  our  own  way,  and  a  good  i 
of  competitiveness  evens  the  playing  fiii 
Those  who  opjiose  currency  realignment,  " 
ferring  education  alone,  are  dreamers.  It 
take  a  decade  or  more  to  make  these  imj)!-. 
ments,  and  the  U.  S.  hasn't  even  started. 
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ECONOMIC  VIE'. 


T&T  started  its  800  service  in  1967 


print  started  its  800  service  in  1987 


When  it  conies  l  iylit  clow  ti  to  il.  only  <)nc>  eonipain  —  S|ji  int  — is  secure  enoiiy;!!  to  make  tlie  folic nv  iiifj^  pi'oii  i 
If'yon'i-e  not  satisliecl  with  oui'  800  scM'viee  after'  xoiir  fii'st  90  clays,  we'll  0vv  you  your-  money  back.  Not  jii'- 
>ur'  monthly  serA  iee  ehar-ye.  hut  ever">'  ])enn\  yoir\e  spent  on  <S()()  seiA  lee  w  ith  us  for'  the  last  thr'ee  months,  u|  < 
$50,000.  Cluartuiteed. 

It'seallecl  the  Spr  int  Seeur'e  Satisfac  tion  ( hrar  antee,"  and  il  would  l)e  nc>\vswor'th.\  enough  if  it  was  S|)r'int's  only 
commitment  toits800cirstomer's.  But  it's  not.  UeeauseSiMinl  adds  a  second  le\c^l  of  i^r-otection  w  ith  asc'r-x  ice  I'cstor'al  yxraran  ( 

If  yoir  CcuVt  r-eceive  ctUls  on  yoirr'  Sjir'int  SOO  numher:  the  Spr  int  Secure  Sei'\  ice  (iutir  antcv"  pi'omises  that  we'll 
r  cToute  your  calls  to  an  established  location  of  your' choice  w  ithin      minutes.  Per  iod. 


offer  a  money-back  guarantee? 


Which  means  that,  with  SiJi  int.  you  fxct  more  than  an  800  numher.  You  get  Sprmt's  quicli  response  and  quality 
srvice  in  crucial  situations. The  flexibility  to  choose  youi-  own  l  eiouting  options. The  assuiance  that  you'll  quickly  be  back 
1  business.  And  the  pi'otection  of  not  one  but  two  Sprint  Secure"  guarantees. 

If  you'd  like  U)  benefit  from  the  quality  and  reliability  of  Sprint's  800  services,  give  us  a  call.  Meanwhile,  should  any 
)ng-distance  carrier  feel  their  service  Ui  be  as  tinstwortl\y  as  ours,  we  make  the  following  ^ 


olite  suggestion: 

Put  your  money  where  your  800  seivice  is. 
or  the  ijei'fet-t  HOO  service,  guaranteed,  follow*  Sprint."  Call  1-800-827-4800. 


lhcrtt>nclUI()n!-  apply  SatiHfaction  Guarantee:  New  800  customers  only.  Ser\ic-o  Guarantee:  Monthly  service  charp?  rrfundcd  for  delays  longer  than  30  minutes. 
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conomic  Trends 


BY  GENE  KORETZ 


TIME  FOR 

A  REAGAN  TAX  CUT 
—IN  JAPAN? 


100 


MERCHANDISE  TRADE  BALANCE 


Whatever  its  vaunted  benefits, 
slashing  taxes  is  no  longer  re- 
garded as  a  panacea  for  the  U.  S.  econo- 
my. Indeed.  man>-  observers  believe  the 
hefty  tax  cuts  of  the  early  Reagan  era 
set  off  a  chain  reaction  of  effects  that 
are  largely  responsible  for  America's 
current  malaise.  These  include  rising 
federal  deficits,  high  real  interest  rates, 
an  overvalued  dollar,  ballooning  trade 
deficits,  aiid  soai'ing  consumption. 

Ironically,  however,  it  is  the  likeli- 
hood of  just  such  effects  that  is  now  in- 
spiring some  economists  to  prescribe 
tax-cut  therapy  for  one  of  America's 
major  trading  panners:  .Japan.  "The  .Jap- 
anese," says  John  H.  Makin  of  the  Amer- 

JAPAN'S  TRADE  SURPLUS 
CONTINUES  TO  SOAR 


90  91 
▲  SILU0KSOFUi.DOLiAKS  PREiMINAiiY  ESlUUTt 
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ican  Enterprise  Institute,  "need  to  cut 
taxes  massixely.  by  at  least  10  trillion 
yen— or       of  gross  domestic  product." 

As  Makin  sees  it,  three  developments 
support  such  a  drastic  move: 

The  first  is  the  mounting  pressure 
from  Japan's  trading  panners  for  it  to 
reduce  the  trade  surplus,  which  has 
more  than  doubled  since  1990.  to  S107 
billion  (chart I.  Although  much  of  this 
increase  results  from  yen  appreciation 
and  an  import  decline  caused  by  the  do- 
mestic recession,  such  explanations  are 
cold  comfort  to  the  U.  S.  and  the  Em-o- 
pean  Community,  whose  trade  deficits 
with  Japan  are  on  the  upswing. 

Se>.  nd.  the  Japanese  economy,  which 
has  shrunk  in  the  past  two  quarters, 
seems  to  be  imploding.  Personal  sa\"ing 
is  rising  shai-ply.  Consumer  spending, 
which  accoiaits  for  of  GDP,  has  l>een 
nlimimetins:.  a?id  industrial  out'out  con- 


tinues to  slide.  About  onethird  of  the 
nation's  wealth,  or  S8  trillion  worth  of 
real  estate  and  stock  market  \  alues,  has 
evaporated  since  Japan's  speculative 
bubble  burst  in  1989. 

Finally,  without  a  Japanese  recovery, 
the  U.  S.-Japanese  trade  gap  will  widen 
sharply  again.  That's  because  Japanese 
industry  is  plagued  with  idle  capacity, 
while  America's  appetite  for  impons  will 
grow  as  the  expansion  gathers  steam. 
"Unless  Japan  stimulates  domestic  con- 
stmipiion  and  thus  pro\ides  a  r-  - - 
for  its  manufacturing  base."  says  ^ 
"we're  likely  to  see  escalating  trace 
sions  and  more  trade  restrictions." 

The  beauty  of  a  tax  cut.  he  ai^ues.  - 
that  it  is  far  more  appropriate  in  a  hi.,. 
sa\ing  country  such  as  Japan  than  in  a 
low-sa\"ing  one  such  as  the  U.  S.  Not 
only  has  Japan's  overall  government 
budget  been  in  the  black  for  several 
\  ears.  but  its  personal  saWng  rate  also 
remains  extremeh"  high.  And  that,  plus 
its  huge  trade  surplus,  suggests  that 
the  currency  appreciation  and  trade  cor- 
rection that  would  follow  a  tax  cut 
would  merely  reduce  the  stuplus.  not 
eliminate  it. 

In  short,  says  Makin.  a  large  tax  cut 
wotild  re\"ive  the  sagging  Japanese  econ- 
omy, reduce  its  trade  stirplus  and  the 
dangerous  trade  tensions  it  entails,  im- 
prove the  lot  of  Japanese  consumers, 
and  help  to  ensure  a  global  economic 
reco\"er\-  bv  1994. 


ONE  REASON  JOB 
GROWTH  LAGS  BEHIND 
ECONOMIC  GROWTH 

Tne  apparent  breakdown  in  the  link 
between  economic  growth  and  em- 
plo>Tnent  may  reflect  the  sharp  rise  in 
business  investment  in  computers,  says 
economist  Charles  Lieberman  of  Chemi- 
cal Securities  Inc.  The  reason:  Huge  in- 
creases in  computing  power  are  translat- 
ed by  go\"emment  statisticiajis  into  hefty 
rises  in  real  output. 

Not  only  are  the  prices  of  computers 
falling  sharph".  says  Lieberman,  but  their 
computing  power  has  been  gro^\ing  geo- 
metrically. Thus,  a  computer  bought 
today  that  costs  half  what  it  did  five 
years  ago  and  has  twice  the  computing 
abilit\"  is  coimted  by  the  gox  emment  as 
a  fotirfold  increase  in  investment.  Yet 
its  production  may  have  actually  re- 
quired fewer  workers.  | 
Ptu-chases  of  computer  ecjuipment  ac-  i 
cotmted  for  more  than  20'^  c  of  last  year's  i 
economic  growth,  although  such  prod- 
ucts made  up  only      of  GDP.  "And  com-  | 
puter  makers  have  been  thing  workers,  j 
not  hirine  then:."  sav?  Lieberman. 


A  THAW  IN 
CANADA'S 
ECONOMIC  FREEZE 


The  U.  S.  isn't  the  only  country 
enjoy  a  productivity-led  recov( 
Canada,  which  suffered  a  deeper  re 
sion.  has  been  posting  a  sharp  3.7% 
nual  rise  in  output  per  hour  since 
1990.  In  addition,  exports  surged  9 
last  year,  and  inflation  fell  to  a  n 
ho%.  The  upshot,  says  the  Organiza 
for  Economic  Cooperation  &  Deve 
'-t.  is  that  Canada  should  post 
.\"th  this  yeai".  more  than  any  ot 
Group  of  Se\-en  nation. 

The  flip  side  of  this  rosy  pictun 
the  severity  of  Canada's  current 
plojTnent  and  budgetary  problems, 
only  is  its  imemplo\Tnent  rate,  at  1 
far  higher  than  that  of  the  U.  S. 
its  debt  burden  seems  even  m 
intractable.  The  federal  and  pro%in 
go\"emments  combined  are  heading 
waj-d  a  record  S45  billion  deficit  in 
cuiTent  fiscal  year,  pushing  total 
emment  debt  to  some  90%  of  GDP— 
ond  only  to  Italy  among  G-7  natic 
And  with  Canada's  huge  external 
rowings,  this  burden  is  putting  upw 
pressure  on  interest  rates. 

For  now.  the  hope  is  that  rising 
mand  for  Canadian  products  gener 
by  the  U.  S.  expansion  will  accele; 
Canada's  upturn  and  temper  its  emp 
ment  and  debt  woes.  Over  the  long 
though.  obser\"ers  teheve  Canadians 
have  to  bite  the  bullet  and  curb 
popular  social  programs  to  put  their 
cal  house  in  order. 

]V(th  WiUio.iit  C.  Suit'onds  in  Tow 


ANOTHER  SIGN  OF 
BEHER  TIMES: 
FEWER  DEADBEATS 

In  line  wim  the  quickening  econc 
the  bill-paying  performance  of  I 
business  showed  solid  improvemen 
the  fourth  quarter,  reports  Dun  &  B 
street  Corp.  Its  latest  survey  indie 
that  more  large  companies  (those  ' 
•500  or  more  employees  i  accelerated 
ments  than  slowed  them  for  the  foi 
straight  quarter.  Indeed,  both  large 
midsize  firms  turned  in  their  best 
pajing  restilts  since  the  start  of  19^ 
Although  companies  with  fewer  t 
20  employees  are  still  struggling, 
anticipates  that  big  companies'  spee 
in  pa\Tnents  to  suppHers  should  ha' 
beneficial  trickle-down  effect  on  smj 
ones  in  comins:  months. 
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How  far  back 
does  your  image 
of  a  J.  P.  Morgan 
banker  date? 


Once  upon  a  time,  banking  was  banking.  Today  at  Morgan,  it's  everything  from 
investment  management  to  Generational  Planning  services.  Managed  by  a  private 
banking  advisor  who  works  with  a  team  of  financial  strategists.  Analyzing  global  research 
day  to  day.  Tailoring  creative  opportunities  day  to  day.  Maximizing  your  portfoUo's  long- 
term  growth  day  to  day.  Assets  can't  sit  idle.  How  can  a  financial  advisor?  If  you  have 
assets  of  $5  million  or  more,  call  Richard  B.  Jones,  T  l%/¥^-v^^VO 
J.P  Morgan  California,  at  (213)  459-9354.  Private  B  aiikiiig  J  K   iVl  (J  I       Cl  I  i 
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We  mate  it  easie 


VlltROSOFT 
WINDOWS 


have 
an  important 
job  to  do.  May- 
be you  write 
letters,  memos  or  proposals.  Maybe 
you  analyze  complicated  data  or  track 
budgets.  Maybe  you  compile  reports 
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combining  some  or  all  of  the  above. 

Whatever  kind  of  work  you  tacklj 
with  a  personal  computer,  Microsoft] 
Excel  and  Word  for  Windows  can  mc 
it  easier  to  accomplish. 

After  all,  they  were  designed  to 
work  together  perfectly  They  look  anl 


mhrmuliim  msiilr  Ihr  M)  I  'mini  Slates,  call  1800) 42fi-9400.  Dcpl  HZ:i  OuKiJ,'  Ih.  VS  iind  Canada,  call  (2116)  936-8661  Cuitamrn  in  Canada,  call  1800) !>63-904: 


15%  more  than  'n  earns 
worker  wgo'dreslr'^"^"l£'"e^  '^O'i 


-Fortune  magazine 
August  24. 1992 


)  get  a  15^"  raise. 

el  very  much  alike,  sharing  text,  graph-  for  Windows,  call  (800)  426-9400.  Ask 

5  and  data.  Once  you  become  familiar  for  Department  HZ3. 

ith  one  program,  you'll  intuitively  un-  We  can  show  you  how  to  raise  your 

irstand  the  basics  of  the  other  prospects,  if  not  your  actual  paycheck. 

For  details,  along  with  some  case  j-^  , ,  ja 

udies  of  people  who  have  actually  mwltCmVSOflK 

arted  using  Microsoft  Excel  and  Word  Making  it  easier 
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HOW  TO  SUCCEED 
IN  BUSINESS 


PRODUCE  A  WINNING  PRODUCT. 

Establish  the  highest  editorial  standards.  Then  it's  no 
suiprise  when  the  awards  roll  in.  From  the  Overseas 
Press  Club.  From  the 
Washington  Journalism 
Review.  And  Business-  Week 
has  won  5  National  Magazine 
Awards  — including  the 
1992  Award  tor  its  Single- 
Topic  Issue.  77u'  Quality 
lutpcrativc . 

THE  NATIONAL 
MAGAZINE  AWARD, 
DESIGNED  BY 
ALEXANDER  CALDER 


mt 


ATTRACT  AND  KEEP  MORE  CUSTOMERS 
THAN  THE  COMPETITION. 

As  the  t)nly  business  magazine  with  a  paid  worldwide 
circulation  over  I  million.  Business  Week  is  the  magazine 
more  business  jieople  turn  to  for  business  news  and  analysis. 
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INVEST  IN  TALENT  AND  RESOURCES 
TO  CREATE  VALUE  FOR  YOUR  PRODUCT. 

With  24  news  biucaus  worldwide.  Business  Week 
fields  a  staff  of  more  than  200  reporters  and  editors. 
Our  readers  get  foreign  business  news  and  inter- 
pretation in  ct>ntext:  from  inside  the  cultures  and 
economies  where  the  news  has  its  initial  impact. 


FIGURE  OUT  WHERE  THE  MARKET'S 
GROWING,  AND  GET  THERE  FAST. 

Business  Week's  international  editic 
and  its  4  local-language  editions 
are  good  examples.  In  1986,  we] 
pioneered  Business  Week/China. 
in  1 990,  we  became  the  first  maj( 
American  magazine  to  publish  a 
Russian-language  edition  in  the 
Soviet  Union.  And  Busirwss 
Hungarian  and 
Polish  editions 
serve  the  emerging 
East  European 
economies. 


LEVERAGE  YOUR  STRENGTHS 
TO  BENEFIT  YOUR  CUSTOMERS. 

With  our  broad  management  reach 
more  than  7  million  readers  a 
week —  Business  Week  can 
effectively  target  audience 
segments.  In  1993,  we  will  offer 
advertisers  29  different  geographic 
buys  and  2  demographic  editions. 

RECOGNIZE  AND  MEET  THE  NEEDS 
IN  THE  MARKETPLACE. 

Business  Week  allows  our  advertisers  to  customize  the 
audience  contacts.  Through  Executive  Conferences, v 
]oin  with  corporate  co-sponsors  to  bring  together  senic; 
executives  for  symposia  throughout  the  United  States,  i 
Europe,  and  in  Asia.  Through  our  Stratc;. 
Programs  division,  we  work  with  adverti\ 
to  develop  special  sections  and  undertake 
custom  publishing  projects  and  events. 

DR  HENRY  KISSINGER  SPEAKING  AT  1992  BUSINESS  WEEK 
SYMPOSIUM  OF  CHIEF  EXECUTIVE  OFFICERS 


BUSINESS  VSfEEK  ATTRACTS  MORE  ADVERTISING  DOLLARS 

AND  MORE  PAID  CIRCULATION  THAN  ANY  OTHER 
BUSINESS  MAGAZINE  IN  THE  WORLD.  THAT'S  SUCCESS. 
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BY  JAMES  C,  COOPER  AND  KATHLEEN  MADIGAN 


IIGHER  TAXES:  JUST  HOW  MUCH 
IIIL  THEY  HURT? 


MORTGAGE  RATES 
IT  A  20-YEAR  tOW 


FEB  12,  '93 


DAT/tHSHASSOaATES 


rhe  "sacrifice"  that  President  Clinton  is  asking  of  the 
American  people  is  taking  the  hard  turn  fi'om  on- 
Lhe-stump  rhetoric  to  in-your-face  reality.  Most  im- 
•tant,  the  costs  are  going  to  hit  the  paychecks  and 
il'its  of  a  lot  more  people  and  companies  than  the  Ad- 
listration  had  originally  proposed  (page  30). 
^'or  now,  there  is  nothing  in  Clinton's  economic  plan  that 
imatically  alters  the  outlook  for  the  rest  of  1993.  The 
■nomy  is  chugging  ahead  on  its  own  momentum,  and  it 
1  get  a  small  kick  from  the  Administration's  plan  for 
billion  or  so  in  fiscal  stimulus. 

But  by  1994,  the  negative  im- 
pact of  one  of  the  largest  tax  in- 
creases in  American  history  will 
begin  to  inhibit  economic  growth. 
The  question  is,  by  how  much? 
Up  until  Clinton's  talk  to  the  na- 
tion on  Feb.  15  and  his  State  of 
the  Union  address  on  Feb.  17, 
consumers  and  businesses 
seemed  convinced  that  the  long- 
term  gain  from  his  plan  would 
outweigh  the  pain,  especially 
id  evidence  of  an  already  healthier  economy, 
ndeed,  January  surveys  showed  that  optimism  among 
isumers  and  businesses  generally  was  on  the  rise.  And 
ike  the  two  previous  upturns  in  expectations  since 
ly  1991,  this  one  is  rooted  in  genuine  improvement.  The 
3st  data  show  that  retail  sales  are  holding  up  and  that 
J  mortgage  rates  should  keep  housing  on  firm  ground 
art),  despite  the  January  setback  in  homebuilding. 
;o,  lean  inventories  suggest  fuither  output  gains,  and  in- 
;ion  keeps  snoozing. 

IIRING  IS  However,  after  seeing  the  five-year,  $245 
USING  ON  billion  tax  pill  that  the  White  House 
\  TIDE  Of  wants  people  to  swallow  in  an  effort  to  in- 
)PTIMISM  vest  more  while  cutting  the  deficit,  both 
usehold  and  Corporate  America  might  be  having  second 
)Ughts.  All  this  could  cause  optimism  to  head  south 
lin  in  coming  months,  but  as  long  as  jobs  and  profits 
itinue  to  rise,  the  bitter  medicine  will  go  down  easier. 
The  financial  markets  gave  divergent  initial  assess- 
nts  of  Clinton's  plan  after  his  address  on  Feb.  15.  The 
id  market  liked  the  commitment  to  deficit  reduction, 
:  the  stock  market  bristled  at  the  way  the  Adminis- 
tion  wants  to  achieve  it.  On  Feb.  17,  the  rate  on  30-year 
iasury  bonds  closed  at  7.10%,  the  lowest  yield  in  the  30- 
ir  bond's  15-year  history.  However,  the  day  before. 


RISING  SALES  KEEP 
INVENTORIES  LEAN 
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the  Dow  Jones  industrial  average  plunged  82  points. 

Clinton's  heavier  reliance  on  new  taxes  compared  with 
spending  cuts,  as  well  as  a  gi'owing  perception  of  an  anti- 
business  tone  in  his  proposals,  triggered  the  sell-off.  Al- 
though stocks  were  generally  thought  to  be  overvalued 
and  ready  to  blow  off  some  steam  anyway,  the  drop  in 
share  prices  still  could  be  foreshadowing  a  downswing  in 
the  recently  cheerier  mood  of  Corporate  America. 

A  survey  by  Dun  &  Brad- 
street  Corp.  says  that  January 
readings  of  manufacturers'  opti- 
mism about  first-quarter  busi- 
ness conditions  were  the  highest 
since  the  survey  began  three 
years  ago.  D&B  also  reported 
that  builders  were  more  upbeat. 
And  the  National  Federation  of 
Independent  Business  said  that 
increased  optimism  about  sales 
and  earnings  among  small  com- 
panies in  January  was  fueling  an  increase  in  hiring. 

Recent  signs  of  firmer  lal)or  markets  partly  reflect 
some  production  growth  this  quarter  that  is  a  result  of 
companies'  need  to  rebuild  inventories.  Stock  levels  of 
manufacturers,  wholesalers,  and  retailers  rose  0.4%  in 
December,  but  sales  jumped  1.9%,  pushing  the  ratio  of  in- 
ventories to  sales  to  an  11/^-year  low  (chart). 

However,  February's  tax  talk  could  cause  businesses  to 
rethink  their  prospects  for  gi'owth  and  profits.  That  is  es- 
pecially true  if  Clinton's  program  runs  into  trouble  in 
Congi-ess.  Already,  Republicans  are  .griping  at  the  greater 
emphasis  on  new  taxes,  and  Democrats  facing  reelection  in 
two  years  may  balk  at  the  spending  cuts. 

If  so,  the  bond  market  will  push  long-term  interest 
rates  back  up  and  depress  stock  prices.  And  even  if  the 
plan  sails  through  Capitol  Hill  relatively  unscathed,  the 
larger-than-expected  tax  burden  threatens  to  place  a 
greater  drag  on  corporate  earnings.  So,  Clinton's  plan 
could  well  be  a  lose-lose  proposition  for  stocks. 

I SHOPPERS  For  Household  America,  the  talk  of  sacri- 
SHOW  NO  fice  sends  an  ominous  message:  Just  when 
SIGNS  Of  you  thought  it  was  safe  to  feel  good  about 
fATIGUE  economy,  along  comes  the  tax  shark. 

The  latest  data  clearly  show  that  consumers  are  more 
bullish  on  the  economy.  But  maintaining  that  optimism  in 
the  face  of  higher  taxes  could  be  tough. 

The  University  of  Michigan's  index  of  consumer  senti- 
ment in  early  February  shows  that  consumers  feel  a  bit 
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Susiness  Outloo 


CASH  REGISTERS 
ARE  STILL  RINGING 


better  about  current  economic  conditions,  but  their  ex- 
pectations for  the  future  are  unchanged.  That  may  mean 
that  households  are  already  wary  about  higher  taxes 
down  the  road.  If  so,  consumer  confidence  in  late  Febru- 
ary and  into  March  could  post  sizable  declines. 

One  reason  for  a  more  som-  mood:  Pi'esident  Clinton  has 
lowered  the  threshold  of  where  to  inflict  the  pain.  Jacking 
up  taxes  on  the  300,000  or  so  people  who  make  more  than 
$200,000  annually  is  one  thing.  But  now,  the  White  House 
admits  that  even  households  earning  $30,000  will  not  es- 
cape Uncle  Sam's  tightened  grasp. 

Keep  in  mind,  however,  that  a 
l)igger  tax  bite  will  not  begin  to 
grab  households  until  much  later 
this  year  and  into  1994.  For  now, 
the  talk  should  have  little  im- 
pact on  actual  consumer  spend- 
ing. Indeed,  shoppers  were  still 
doing  their  thing  in  January, 
even  as  the  Clinton  Administra- 
tion floated  some  trial  balloons 
on  higher  taxes. 

Retail  sales  increased  0.3%  in 
January,  on  top  of  a  0.8%  rise  in  December  (chart).  Sales 
would  have  been  stronger,  but  receipts  at  restaurants 
and  drugstores  fell  sharply.  More  cyclical  categories— fur- 
niture, department  stores,  and  car  dealers— posted  im- 
pressive gains  last  month. 

Moreover,  shoppers  show  no  signs  of  retreat.  The  John- 
son Redbook  Service,  published  l)y  Lynch,  Jones  &  Ryan 
Inc.,  reports  that  department-  and  chain-store  sales  in 
the  first  two  weeks  of  February  were  running  5%  above 
January's  pace.  And  sales  of  U.  S.-made  cars  and  light 
trucks  stood  at  an  annual  rate  of  11.3  million  in  early 
February,  up  from  the  11.2  million  in  January. 

The  recent  flurry  of  demand  for  housing  is  another 
sign  that  consumers  feel  more  positive  about  jobs  and  the 
economy  in  general.  Tiaie,  that  was  not  apparent  in  the 
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7.2%  drop  in  housing  starts  in  January,  to  an  annual  r 
of  1.19  million.  But  weather  played  a  big  role  in  1 
month's  drop. 

Other  data  are  presaging  advances  in  home  buying— 
biggest  financial  decision  for  most  consumers.  The  M< 
gage  Bankers  Assn.'s  index  of  mortgage  applications 
buy  a  home  rose  a  further  1%,  to  a  new  high  in 
week  ended  Feb.  5. 

Low  interest  rates  are  a  big  reason  for  the  rec 
pace  of  mortgage  applications.  HSH  Associates  repc 
that  the  rate  on  a  30-year  fixed  mortgage  slipped 
7.86%  in  the  week  ended  Feb.  12  (chart). 


INFLATION 
IS  STILL 
UNDER 
WRAPS 


PRICE  PRESSURI 
CONTINUES  TO  El 


If  the  Clinton  plan  flies,  a  sustained  rj 
in  the  bond  market  will  push  mortgi 
costs  even  lower  heading  into  the  imi 
tant  spring  and  summer  home-buying  j 
son.  In  addition,  relentless  good  news  on  inflation 
keep  upward  pressure  off  long-term  interest  rates. 

Producer  prices  of  finished 
goods  rose  only  0.2%  in  January. 
Although  the  core  price  index, 
which  excludes  food  and  energy, 
rose  a  larger  0.4%,  the  gain  re- 
flected one-time  jumps  in  tobacco 
and  car  prices.  The  annual  pace 
of  core  inflation  for  finished 
goods  continues  to  decline,  and 
except  for  one  brief  period  in 
198(3,  it  is  cuirently  the  lowest  in 
the  data's  19-year  history  (chart). 

The  bright  inflation  outlook  heightens  the  chances  o 
accommodative  monetary  policy  from  the  Federal 
serve  Board.  That  would  help  ease  the  pain  on  the  v> 
omy  from  the  sacrifices  in  Clinton's  program.  For  y 
though,  the  President's  immediate  challenge  is  to  trw 
sell  castor  oil  to  households  and  businesses  at  the  \ 
time  when  they  are  finally  beginning  to  feel  better.  , 
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THE  WEEK  AHEAD 


FEDERAL  BUDGET 


Monday,  Feb.  22,  2  p.m. 
The  federal  government  will  prol)al)ly 
report  a  deficit  of  $25  billion  in  Januar-y, 
say  the  economists  surveyed  by  Mc- 
Graw-Hill Inc.'s  MMR  International.  The 
budget  gap  in  January,  1992,  was  $1.5.7 
billion.  The  expected  January  deficit 
would  mean  the  govei-nment  is  already 
$145.5  billion  in  the  red  in  just  the  first 
four  months  of  fiscal  1993.  Most  private 
forecasters  project  a  deficit  of  about 
$310  billion  for  the  entire  year. 

CONSUMER  CONFIDENCE  

Tuesdat/,  Feb.  23,  10  cum. 
The  Conference  Board's  index  of  con- 
sumer confidence  probaljly  changed  little 


in  Fet)ruary  from  January's  reading  of 
77.  That's  suggested  by  the  small  uptick 
in  the  University  of  Michigan's  index  of 
consumer  sentiment  in  early  February. 
Consumers'  better  outlook  on  joljs  is  off- 
setting the  negative  effects  of  higher 
taxes. 

DURABLE  GOODS  ORDERS  

Wcduesdaij,  Feb.  24,  8:30  a.  in. 
The  MMS  economists  expect  that  new 
orders  for  durable  goods  probably  fell 
2.8%  in  January.  That  would  hardly  re- 
verse the  broad  8.7%  jump  that  orders 
took  in  December.  Much  of  the  exjaected 
falloff  in  January  will  likely  be  in  book- 
ings of  aircraft  and  electrical  equipment. 
The  drop  in  new  orders  suggests  that 
unfilled  orders  declined  in  January,  after 


posting  their  first  gain  in  more  tha  ; 
year  in  December.  j 

GROSS  DOMESTIC  PRODUCT  (REVISIM 

Friday,  Feb.  26,  8:30  cum. 
The  Commerce  Dept.'s  first  revisioi 
the  fourth-fjuarter  economy  should  s 
that  real  gross  domestic  product 
grew  at  an  annual  rate  of  3.8%,  ^ 
the  MMS  report.  Consumer  spending 
the  foreign  trade  sector  will  prob;>l;. 
be  revised  lower,  while  inventory  avii 
mulation  contributed  more  to  grot! 
than  first  thought.  The  economy's  " 
formance  last  quarter  was  the  best  s 
1988.  GDP  grew  by  3.4%  in  the  tli' 
quarter.  The  inflation  rate,  as  measiec 
by  the  CDP  price  deflator,  remained  ,  i 
1.7%  annual  rate  in  the  fourth  quarlr. 
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Finally,  there's  a  plain  paper  fax 
that's  within  your  reach. 


ntroducing  the  affordable  Canon  FAXPHONE'"'  B70 

Bubble  Jet'"  facsimile. 

Everything  you've  ever  wanted  in  a  high  quality 
ut  sheet  plain  paper  fax  is  here.  Only  now,  it's 
iffordable. 

The  new  personal  FAXPHONE  B70  offers 
]anon  s  patented  Bubble  Jet  technology  with 
)60  X  360  dpi  to  give  you  laser  quality  output. 

What's  more,  Canon's  exclusive  UHQ'"  imaging 


technology  lets  you  send  text  and  multi-toned  graphics 
that  are  virtually  indistinguishable  from  the  original. 

And  with  its  unique,  upright  design,  it  takes  up 
very  little  space. 

So  whether  you  do  business  from  your  home  or 
office,  you  can  count  on  the  dependability  of  Canon, 
the  number  one  choice  in  plam  paper  fax. 

For  more  information  on  the  FAXPHONE  B70, 
simply  reach  for  your  phone  and  call  1-800-4321 -HOP. 


'  1993  Canon  USA,  W  H..mr  OIIkv  IVciduns  D.v 
nc  Dnon  Plazj,  Ljkc  Suuoi,  NY  1  l(M2 
>nor  and  FAXPHONE  arc  reeisitrni  rrjdemitks  „ 
ihbk  Jti  and  UHl)  a't  trademarks  ol  C.an.in.  Ini 
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PAINFUL 
VISION 

THE  SECOND-LARGEST  TAX  HIKE  EVER  WILL  BE 
A  TOUGH  SELL— TO  CONGRESS  AND  THE  NATION 


Ronald  Reagan  had  it.  George 
Bush  lacked  it  utterly.  But  just 
moments  after  Bill  Clinton 
stepi^ed  before  a  joint  session  of  Con- 
gress on  Feb.  17  to  unveil  his  activist 
economic  blueprint,  it  became  clear  that 
once  again,  America  has  a  President 
with  vision. 

Here  is  Clinton's:  a  humming,  high- 
tech future  where  jobs  are  secure,  to- 
morrows are  bright,  and  government 
seed  money  helps  to  create  new  jobs  and 
investment.  "If  we  have  the  vision,  the 
heart,  and  the  will  to  make  the  changes 
we  must,"  the  President  said  in  his 
speech,  "we  can  still  enter  the  21st  cen- 
tury with  possibilities  our  parents  could 
not  even  have  imagined." 

Clinton's  brand  of  hands-on  economics 
calls  on  the  government  to  solve  myriad 
social  problems  while  putting  the  run- 
away federal  deficit  on  a  downward 
path.  It's  both  exceedingly  complex  and 
chock  full  of  contradictions.  Among 
them:  Can  Clinton  raise  taxes  on  busi- 
ness, the  wealthy,  and  the  middle  class, 
yet  increase  investment?  Can  he  stimu- 
late the  economy  to  produce  more  jobs, 
trim  health  costs,  and  raise  productivi- 
ty— all  while  cutting  the  deficit? 
SEA  CHANGE.  For  all  its  obvious  faults, 
Reaganism  was  stunning  in  its  simplic- 
ity— slash  taxes,  unleash  the  private  sec- 
tor, and  boost  defense  spending  to  scare 
the  Soviets.  And  unlike  Reagan's  1981 
economic  program,  Clinton's  plan  relies 
on  two  si)oonfuls  of  bitter  medicine,  the 
second-largest  tax  hike  in  America's  his- 
tory and  budget  cuts  aimed  at  [jopular 


programs.  Reagan  got  most  of  what  he 
sought  from  Capitol  Hill,  but  the  Clinton 
plan  will  prove  harder  to  swallow,  even 
for  a  Democratic  Congress. 

Although  Clinton  portrays  himself  as 
a  healer  of  a  sick  economy,  he  is  coming 
on  as  the  un-Reagan,  determined  to 
undo  12  years  of  laissez-faire.  Gone  is 
the  faith  that  tax  cuts  are  a  sure-fire 
elixir  for  growth.  Instead,  a  complex  mix 
of  tax  hikes  and  new  tax  incentives,  of 
spending  cuts  and  new  targeted  outlays 
is  intended  to  steer  the  economy  into 
more  productive  channels.  "This  revers- 
es the  policy  of  the  last  12  years,"  says 
Budget  Director  Leon  E.  Panetta.  "It 
changes  our  priorities,  targets  invest- 
ments, and  tries  to  restore  some  disci- 
pline so  we  can  pay  our  bills." 

Higher  taxes,  condemned  in  the  Rea- 
gan-Bush era  as  economic  poison,  are 
now  seen  as  a  positive  by  Clintonites.  A 
tax  on  energy,  designed  to  raise  $71  bil- 
lion over  five  years,  is  proposed  "not 
primarily  as  a  revenue-raiser,  but  pri- 
marily as  a  conservation  measure,"  says 
Council  of  Economic  Advisers  chair  Lau- 
ra D'Andrea  Tyson. 

Like  Reaganomics,  Clinton's  cure 
counts  on  a  healthy  dose  of  business 
support  in  the  form  of  increased  invest- 
ment and,  above  all,  job  creation.  Yet 
early  reaction  has  not  been  entirely  reas- 
suring. True,  on  Feb.  17,  bond  traders, 
savoring  the  package's  disinflationary 
aspects,  traded  the  long  bond  down  to 
7.17'^ — the  lowest  closing  yield  ever  for 
the  30-year  issue.  But  word  of  t;ix  in- 
creases for  corjjorations  and  high-income 
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i  f  fith  his  stunning  v 
array  of  new  taxes,  his  ?  t 
increased  social  spending, 
and  his  faith  in  activist  • 
government.  President 
Clinton  seems  determined 
to  undo  the  1980s.  In 
effect,  he's  telling       f  ,i 
America  that  tax-and-  ^ 
spend  poUcies  are  better 
than  the  borrow-and- 
spend  tactics  that       ■  ^ . 
quadrupled  the  national 
debt  in  the  Reagan-Bush 
years.  But  business  may 
suffer— and  a  golden 
opportunity  to  rein  in 
government  spending 
may  be  lost  for  years. 
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individuals  put  the  stock  market  into  a 
funk.  On  Feb.  16,  the  Dow  Jones  indus- 
trial average  dropped  nearly  83  points 
(page  77).  "I  don't  think  the  economy  is 
going  to  be  robust  enough  to  absorb  this 
sort  of  tax  increase,"  worries  Robert  G. 
Herndon,  executive  vice-president  at  re- 
tailer Pier  1  Imports  Inc.  "Shareholders 
will  end  up  losing." 

In  an  era  of  instant  communications 
and  talk-show  hysteria.  Main  Street  will 
likely  be  more  influential  than  Wall 
Street.  Here,  the  White  House  might 
fare  better.  Clinton  broke  his  promise  to 
the  middle  class  not  to  raise  taxes  less 
than  a  iiKjntli  after  taking  office,  but 
voters  seem  resigned  to  the  jjrospect. 

for  a  2-to-l  ratio  of  spending  cuts  and 
tax  hikes.  "I  don't  think  the  cuts  are 
deep  enough,"  says  John  S.  Hendricks, 
chairman  of  Discovery  Communications 
Inc.,  a  Bethesda  (Md.)  cable-TV  program- 
mer. "They  have  cut  into  the  growth  in 
spending,  not  actual  spending." 

Clinton's  new  taxes  are  the  most  in- 
cendiary part  of  his  plan.  On  top  of  a  net 
tax  hike  of  $245  billion  over  five  years, 
the  plan  goes  a  long  way  toward  undo- 
ing 1986's  tax  reform  by  restoring  high- 
er brackets  and  tax  preferences.  The  top 
individual  rate  will  jump  from  31'^  to 
36'/!  for  couples  with  taxable  incomes 
above  $140,000.  For  those  with  incomes 
over  $250,000,  a  10',;  surtax  raises  the 

energy  content  of  coal,  heating  oil,  na 
ral  gas,  nuclear  power,  and  gasol 
would  hit  virtually  all  Americans. 

Nor  will  the  energy  tax  go  down  v 
with  energy-dependent  industries.  "' 
want  to  make  sure  that  we  don't 
ourselves  in  a  noncompetitive  situatio 
says  Don  Fuqua,  president  of  the  Ae 
space  Industries  Assn.  Says  Delta 
Lines  Inc.  CEO  Ronald  W."  Allen:  "C 
gress  needs  to  fully  assess  [the  prof 
al's]  impact  on  jobs,  capital  investm( 
service,  and  profitability."  Atlanta-ba 
Southern  Co.,  a  big  utility,  doesn't  tr 
the  Administration  to  spend  the  wind 
wisely.  "If  the  President  is  serious  ab 
deficit  reduction,  he  should  get  the  g 
ernment  s  house  in  order  first  and 
duce  spending,"  says  a  company  spol 
man.  Tax  hikes  should  only  come  lat 
SWEETENERS.  Lurking  among  Clintc 
proposed  cuts  is  one  that's  sure  to  ca 
controversy.  The  President  wants  to 
85''''  of  Social  Security  retirement  bf 
fits  for  seniors  with  joint  incomes  o 
$32,000.  "This  is  money  we  have  wor 
for  many  years  to  have,  and  it's 
abuse  to  include  us  in  his  budget  cu 
says  Elisa  Canosa,  a  70-year-old  Mi 
resident.  More  direct  is  the  plan  to 
medicare  payments  by  trimming"  $50 
lion  over  five  years  from  payments 
doctors  and  hospitals.  Other  cuts  in  n 
icaid  and  other  mandatory  spending  ; 
grams  bring  the  total  savings  in  ent 
ments  to  $91)  liillion  by  1998. 

Then  there  are  provisions  that  S( 
aimed  directly  at  George  Bush's  cout 
club  chums:  a  cap  on  corporate  de( 
tions  for  executive  salaries  over  $1 
lion,  an  end  to  the  deductibility  of 
club  dues,  and  a  further  reduction  in 
deductibility  of  business  entertainmt 

To  help  persuade  Congress  to  buy 
plan,  Clinton  is  mounting  a  mas 
grass-roots  effort  to  build  the  kinc 
publir  support  lawmakers  can't  ign 
The  day  after  his  speech,  he  left  f< 
multistate  trip  to  push  the  progran 
St.  Louis,  Chillicothe,  Ohio,  and  E 
Park,  N.  Y. — the  first  leg  of  a  cr 
country  odyssey  expected  to  last  we 
He  ordered  his  Cabinet  Secretaries  t( 
the  road  as  part  of  the  national 
athon.  The  White  House  is  hoping 
enlist  groups  representing  seniors, 
bor,  and  other  constituencies  that 
persuade  their  millions  of  member  * 
write  and  call  lawmakers.  The  go; 
groundswell  of  support  that  will  di 
out  Republican  cries  of  "tax  and  spe 

To  further  sweeten  the  pie,  Clint 
plan  contains  a  1993  stimulative  jol 
$31  billion  designed  to  get  companie;- 
ing  again.  "I  almost  think  of  it  ; 
token  showing,"  says  Craig  Benson,  i 
of  Cabletron  Systems  Inc.,  a  mam 
turer  of  computer-networking  hard\. 

CLINTON'S  'CALL  TO  ARMS' 

Here  are  the  major  initiatives  in  the  President's  economic  plan: 

HIGHER               A  hike  in  the  top  individual  tax  rate  from  31  %  to  36%  for  households  with 
INCOME  TAXES      taxable  incomes  of  $1  40,000.  A  10%  surtax  would  be  applied  to  house- 
holds with  incomes  of  $250,000  or  above,  producing  a  top  marginal  rate 
of  about  40% 

NEW                    A  broad-based  tax  on  energy  consumption  would  apply  to  producers  of 
ENERGY               coal,  natural  gas,  oil,  and  nuclear  power.  After  a  three-year  phase-in,  the 
TAXES                  levy  will  raise  $22  billion  a  year.  A  family  earning  $60,000  would  pay 
$133  next  year,  and  about  $400  in  1997 

HIGHER                An  increase  from  34%  to  36%  in  the  current  top  corporate  tax  rate.  This 
CORPORATE         would  be  partly  offset  by  a  temporary  investment  tax  credit  and  a  perma- 
TAXES                  nent  research  and  development  tax  credit.  The  ITC,  retroactive  to  Decem- 
ber, 1992,  will  save  corporations  about  $20  billion  over  three  years 

SPENDING            Defense  spending  would  be  cut  by  an  additional  $76  billion  over  four 
CUTS                   years.  Domestic  spending  will  be  trimmed  by  $141  billion,  including  nearly 

$100  billion  in  reduced  spending  for  entitlements.  The  federal  work  force 

will  be  reduced  by  1 00,000,  or  3.4  % ,  by  1 995 

NEW                    A  stimulus  package  of  $16  billion.  Part  would  be  devoted  to  infrastruc- 
SPENDING            ture — highways,  bridges,  and  high  technology  projects.  The  rest  would  be 

spent  on  unemployment  benefits,  worker  retraining,  and  a  variety  of  new 

programs,  including  summer  youth  jobs 

DATA;  BUSINESS  WEEK 

"I'd  like  to  get  the  economy  liack  on 
track,"  says  Andre  Roman,  a  2S-year-()ld 
Denver  bakery  worker.  "If  paying  more 
taxes  will  (h>  it,  it  doesn't  l)0ther  me." 
INCENDIARY.   Similarly,    Elsie  Rohy 
Yanders,  a  oo-year-old  senior  financial 
consultant   in   Merrill    Lynch   &  Co.'s 
Pittsburgh  office  says  she  doesn't  see 
Clinton's  backtracking  on  taxes  as  a  be- 
trayal. "We  cannot  cf>ntinue  business  as 
usual,  that's  for  sure." 

Some  executives  admired  the  sweep 
and  ambition  of  Clinton's   plan.  Says 
Ford  Mol(jr  Co.  CEO  Harold  A.  Poling: 
"If  he  ends  up  reducing  the  deficit,  it's 
directional ly  right.  It's  a  brave  ap- 
proach." But  many  more  execs  were  dis- 
appointed by  what  they  see  as  a  great 
Presidential  wimp-out  on  deficit  reduc- 
tion, crystallized  by  Clinton's  failure  to 
back  budgetmeister  Panetta  in  his  ([uest 

effective  marginal  rate  to  39.6'a — the 
highest  since  Jimmy  Carter.  The  corpo- 
rate rate  will  climb  from  'PA'''  to  36'a. 

Higher  tax  rates  helji  pay  for  some 
goodies:  a  two-year  investment  tax  cred- 
it for  increased  equipment  purchases,  a 
permanent  7','  credit  for  the  smallest 
companies,  and  a  permanent  research 
and  development  credit.  There's  also  a 
capital-gains  tax  cut,  but  one  sliced  thin 
enough  to  read  a  prospectus  through: 
Tax|jayers  would  be  allowed  to  exclude 
from  income  50''^  of  the  gain  from  the 
sale  of  stock  held  for  five  years  or  more 
in  comijanies  with  less  than  $25  million 
in  capital. 

But  Clinton's  tax  plan  also  will  affect 
those  lower  on  the  income  scale.  A  four- 
year,  $6.6  billion  increase  in  the  earned- 
income  tax  credit  should  ease  the  burden 
for  the  working  poor.  But  a  tax  on  the 
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Commentary/by  Paul  Magnusson 


WHY  HIT  THE  MIDDLE  CLASS?  THAT'S  WHERE  THE  MOHEY  IS 


11  through  the  Presidential  caiii- 
liaigti,  when  candidates  Paul 
^^ik  Tsoiigas  and  Ross  Perot  called 
)r  niiddle-class  sacrifice,  Bill  Clinton 
)ught  back.  "The  rich  get  the  gold 
line,  and  the  middle  class  gets  the 
laft,"  he  said  often.  On  the  stump, 
linton  vowed  to  cut  the  budget  deficit 
ut  said  he  would  do  it  on  the  backs  of 
)reign  corporations  and  the  rich.  Av- 
-age  Janes  and  Joes  would  get  a 
reak,  he  promised.  "People  who 
ould  be  eligible  for 
)me  sort  of  tax  relief — 
id  would  be  immunized 
•oni  paying  any  more — 
ould  be  families  with 
imily  income  of  $80,000 
year  or  less,"  Clinton 
lid  voters  only  five  days 
sfore  the  election. 
Wrong.  It  turns  out 
lat  the  very  middle- 
ass  voters  who  signed 
1  to  Clintonomics  and 
ave  George  Bush  the 
30t  will  end  up  footing 
good  chunk  of  the  bill 
)r  Clinton's  budget 
lan.  The  only  real  sur- 
dse  is  that  they're  not 
oing  to  have  to  do 
lOre.  Whether  deficit  re- 
action comes  from  high- 
•  tiixes  or  lower  spend- 
ig,  notes  Stanley  E. 
ollender,  a  budget  ex- 
3rt  at  Price  Water- 
Duse,  "there's  just  no 
ay  to  do  it  without  dis- 
"oportionately  affecting 
le  middle  class.  Because 
lost  government  programs  dispropor- 
onately  benefit  the  middle  class." 
If  Clinton's  whoops-I-lied  budget 
•.akes  it  through  Congress,  the  middle 
ass — families  who  earn  between 
iO,000  and  $80,000— will  face  new  lev- 
s,  mostly  in  the  form  of  a  tax  on 
lergy,  a  measure  Clinton  discounted 
his  campaign.  In  May,  they  may 
ike  on  more  new  taxes  on  medical 
enefits,  when  Clinton  reveals  his 
ialih  plan. 

'HAT  TO  CUT?  But  Clinton,  paradoxi- 
illy,  hasn't  gone  far  enough.  Indeed, 
le  President  would  be  doing  the  mid- 
e  class  a  bigger  favor  if  he  simply 
it  their  spending  programs  instead  of 
tising  their  taxes.  Taking  more  money 
•cm  the  middle  class,  only  to  send  it 
ick  in  the  form  of  government  lar- 


gess, is  inefficient.  Besides,  the  federal 
government's  true  role  should  be  to 
provide  a  strong  defense,  while  it  helps 
those  who  really  need  it — the  poor,  the 
sick,  the  homeless.  Let  the  Walsh  fam- 
ily of  television's  Beverly  Hills  90210 
pay  their  own  way. 

The  reality  is  that  the  federal  gov- 
ernment spends  less  than  $100  billion  a 
year  on  poor  folks.  That's  less  than  T'/< 
of  the  total  budget.  Compare  that  with 
the  $808  billion  spent  on  the  largest 


MORE  HANDOUTS  GO  TO  90210  THAN  TO  FOLKS  WHO  AIN'T  GOT  ZIP:  THE 
GOVERNMENT  SPENDS  LESS  THAN  $100  BILLION  A  YEAR  ON  ALL  PROGRAMS 
FOR  THE  POOR,  VS.  $303  BILLION  ON  SOCIAL  SECURITY  ALONE 


middle-class  entitlement  program,  So- 
cial Security.  Fewer  than  107^  of  those 
recipients  live  in  poverty. 

Poverty  rates  for  children,  mean- 
while, are  twice  as  high  as  for  the  el- 
derly, yet  Washington  spends  10  times 
as  much  on  programs  for  oldsters  as 
for  youth.  "The  growth  in  federal 
spending  has  been  on  the  middle  class, 
and  someone  has  got  to  be  willing  to 
stand  up  and  say,  'These  are  the  facts, 
folks,'  "  says  Carol  G.  Cox  Wait,  presi- 
dent of  the  Committee  for  a  Responsi- 
ble Federal  Budget. 

What  could  be  cut?  Plenty.  Consider 
tax  loopholes,  commonly  thought  to  be 
the  province  of  the  greedy  rich.  Guess 
again.  The  federal  government  will  for- 
go $65  billion  this  year  alone  by  not 
taxing  workers  for  the  health  insur- 


ance premiums  paid  by  employers. 
None  of  the  benefit  goes  to  the  poor. 

Similarly,  only  people  who  can  afford 
to  own  houses  benefit  from  another 
huge  middle-class  handout — deductions 
for  interest  on  up  to  $1  million  in  mort- 
gage debt  for  primary  and  vacation 
homes.  Want  a  break  on  a  couple  of 
cars;  too?  An  additional  $100,000  worth 
of  a  second  mortgage  can  be  deducted 
and  spent  on  most  anything  you  want. 
Next  year's  cost  to  the  Treasury:  $52.8 
billion.  Other  big-ticket 
preferences  aimed  at  the 
middle  class  include  ex- 
emptions for  employer 
contributions  to  pension 
plans  and  life  insurance. 

The  list  goes  on.  The 
federal  government  will 
give  $6  billion  through 
1997  to  colleges  to  dis- 
tribute to  students  as 
loans,  scholarships,  or 
work-study  grants  with- 
out regard  to  need.  Much 
of  it  is  spent  by  colleges 
chasing  middle-class  high 
achievers.  Customers  of 
suburban  and  rural  elec- 
tricity cooperatives — 
mostly  middle-income — 
will  receive  subsidies 
worth  nearly  $600  million 
over  that  period.  Favored 
homeowners  will  pay  $1 
billion  less  for  below-cost 
power  from  federal  hy- 
droelectric projects. 
'MISERY  INDEX.'  True,  the 
middle  class  has  been 
working  harder  simply  to 
run  in  place.  In  his  new  book.  Boiling 
Point,  political  analyst  Kevin  P.  Phil- 
lips notes  that  during  the  1980s,  the 
"New  Misery  Index"  for  the  middle 
class  skyrocketed.  The  combination  of 
income  and  payroll  taxes,  medical  pay- 
ments, and  interest  payments  as  a  per- 
centage of  personal  income  went  from 

M/r  to  mo. 

But  the  angst-ridden  middle  class 
sent  its  champion  Bill  Clinton  to  the 
White  House  looking  for  real  change. 
He  needs  to  do  better  by  them — even  if 
it  means  asking  Middle  America  to 
save  for  their  own  retirements,  pay  the 
true  cost  of  their  mortgages,  and 
spring  for  their  own  college  tuitions. 

Magnusson  covers  economic  policy  for 
BUSINESS  WEEK  from  Wosliington. 
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based  in  Rochestei',  N.  H.  He  adds, 
though:  "I  like  the  cuts  in  the  White 
House  staff.  It  makes  a  statement." 

Why  did  ("iinton  fall  short  of  his  g-oal 
to  rut  outlays?  One  reason  is  that  de- 
fense spending',  which  doubled  under 
President  Reagan,  will  decline  oidy  a  bit 
more  steeply  tlian  projected  by  the  Bush 
Administration.  Clinton's  ])roposal  cuts 
only  $1^2  l)illion  in  fiscal  1997  from  the 


Bush  plan,  still  leaving  a  defense  budget 
of  a  quarter  of  a  trillion  dollars.  Yet 
defense  contractors  remain  worried. 
Says  Norman  R.  Augustine,  CEO  of  Mar- 
tin Marietta  Corp.:  "Four  times  in  this 
century  we've  faced  this  situation  and 
cut  defense  spending  too  deeply  and' 
paid  a  steep  price  in  lives  for  it  later  on." 

Congress  shares  many  of  the  execu- 
tives' concerns.  Democrats  on  the  Hill 


CLINTON'S  TAX  BILL 
FOR  THE  SMITHS 


President  Clinton's  share-the-pain  pro- 
posal for  $245  billion  in  tax  hikes  over 
the  next  six  years  is  aimed  squarely  at 
America's  wealthiest  individuals,  wliom 
Clinton  says  prospered  the  most  from 
the  trickle-down  days  of  the  '80s. 

To  make  sure  that  they  pay  their 
fair  share  during  the  1990s,  Clinton 
wants  to  hike  the  top  income  tax  rate 
and  apply  a  surtax  on  taxable  incomes 
higher  than  $250,000.  He  also  has  pro- 
posed higher  payroll  taxes  on  those 
earning  more  than  $135,000.  These 
hikes  would  be  effective  as  of  Jan.  1, 
1993.  Then  there's  that  new  energy 
tax — effective  July,  1994 — which  zaps 
nearly  everyone. 

Add  it  all  up,  and  the  hit  on  wealthy 
families  will  be  noticeable,  but  hardly 
enough  to  land  anybody  in  the  poor- 
house.  The  Treasury  Dept.  figures 
that,  on  average,  a  family  making 
more  than  $200,000  will  pay"  about  3'a 
more  in  taxes  in  1994  if  Clinton's  pro- 
posals stand. 


BUSINESS  WEEK  asked  the  accounting 
firm  of  Price  Waterhouse  to  estimate 
what  the  Clinton  plan  would  mean  for 
a  hypothetical  family,  John  and  Jane 
Smith.  The  calculation  is  rough,  since 
final  details  on  the  package  haven't 
been  completed. 

Jane  is  an  attorney  who  earns 
$180,000  in  salary  and  bonuses.  John 
makes  $75,000  annually  as  an  engineer 
at  a  midsize  computer  company.  The 
couple  pulls  in  about  $45,000  a  year  in 
interest  and  dividends.  John  recently 
made  $50,000  from  the  sale  of  some 
stock,  which  he  eventually  will  put  to- 
ward launching  a  company  of  his  own. 
We've  given  the  homeowning  Smiths 
about  $45,000  in  deductions,  which  is 
typical  for  a  family  of  their  size  and 
income. 

If  Clinton's  plan  were  passed  today, 
what  would  it  cost  the  Smiths  to  "put 
people  first"?  About  $6,500,  or  T/< 
more  than  under  current  law.  Here's 
how  the  numbers  break  down: 


CURRENT  LAW 


CLINTON  PLAN 


WAGES  AND  SALARY 

$255,000 

$255,000 

INTEREST  AND  DIVIDEND  INCOME 

45,000 

45,000 

CAPITAL  GAINS 

50,000 

50,000 

ADJUSTED  GROSS  INCOME 

350,000 

350,000 

ITEMIZED  DEDUCTIONS 

45,254 

45,254 

TAXABLE  INCOME 

254,746 

254,746 

TOP  TAX  RATE 

31% 

36%  +  surtax 

CAPITAL  GAINS  TAX  RATE 

28% 

28% 

FEDERAL  INCOME  TAX  LIABILITY 

85,500 

91,381 

SOCIAL  SECURITY  PAYROLL  TAX 

3,571 

3,571 

MEDICARE  PAYROLL  TAX 

3,045 

3,698 

TOTAL  TAX 

$92,116 

$98,650 

DATA  PRICE  WATERHOUSE 


want  to  join  forces  with  Clinton,  h 
many  are  skittish  about  public  reacti 
to  higher  taxes.  Representative  Mai' 
Frost  (D-Tex.)  offers  two  cheers  foi-  i 
President:  "Obviously,  people  are  gu 
to  be  concerned  about  increases  in  t;r 
But  people  want  something  to  be  dn 
And  this  sounds  like  a  balanced  plai 
fair  plan." 

Hill  Republicans  see  things  differ' 
ly.  "The  President  promised  a  bold 
periment  but  outlined  the  same  old  ti 
rhetoric  of  more  taxes  and  more  spe^ 
ing,"  sniffs  Senator  Connie  Mack 
Fla.).  "Although  he  used  a  Reagan 
proach,  he  delivered  a  Carter  messag 

GOP  partisans  also  have  blasted  C 
ton's  claim  that  he  was  unable  to  fu 
his  pledge  to  cut  the  deficit  in  half 
1997  because  he  did  not  learn  until  al 
the  election  how  bad  it  was.  They  po 
ed  to  an  interview  in  the  July  6  issue 
BI'SIXESS  WEEK  in  which  candidate  C 
ton  declared:  "When  I  began  the  c; 
paign,  the  projected  deficit  was  $250 
lion.  Now  it's  up  to  $400  billion." 

Outgunned  Hill  Republicans  can  o 
create  mischief.  The  key  voting  blo( 
moderate  House  Democrats,  who 
irked  that  Clinton  didn't  cut  spend 
more.  Rejecting  deeper  entitlement  c 
says  Representative  Charles  W.  S' 
holm  (D-Tex.),  chairman  of  the  Con 
vative  Democratic  Forum,  "made  it  v 
difficult  to  deal  with  our  budget  def 
I  wish  that  they  would  have  come 
with  a  much  stronger  plan." 
FULL-COURT  PRESS.  Clinton's  plan 
bound  to  undergo  significant  surg 
during  the  expected  five-month  stru| 
on  the  Hill.  And  in  the  end,  his  suc( 
or  failure  may  depend  on  whether  ] 
as  effective  a  pitchman  as  the  Gip; 
The  President  "starts  off  with  an  av 
lot  of  goodwill,"  says  Murray  L.  Wei( 
baum,  Reagan's  first  chief  econon 
"And  he's  a  good  salesman.  If  he  i 
used  cars,  he'd  make  a  fortune." 

But  despite  the  President's  polil 
skills  and  the  full-court  press  from 
White  House,  Clinton  campaign  adv 
Samuel  Popkin  is  not  yet  convinced  • 
Clinton  will  prevail.  "People  hav 
bought  his  vision  yet,"  he  says.  "\\  ■ 
counts  is  how  firmly  he  stands  in 
next  four  months." 

If  Clinton  pushes  his  plan  thnu 
Congress  more  or  less  intact,  and  il 
already  buoyant  economy  moves  iiv 
sustained  expansion,  no  one  will  kno\( 
care  whether  all  this  Clintonian  tin 
ing  was  responsible.  Instead,  the  i  ■ 
ness  cycle  will  projjel  Clinton  to  gloi 
and  four  more  yeai's  of  experimei 
with  the  levers  of  government. 

Rjl  Paul  Mag>iusso»,  Susa»  B.  Gar/  / 
(111(1  Ricli(i)d  S.  Dtoilxnt)  in  Was/iiiioi 
icilli  bi(  )'(■(! II  reports 
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Commentary/by  Aaron  Bernstein 


NOW,  LABOR  CAN  BE  PART  OF  THE  SOLUTION 


our, 

nth 


1 


Union  leaders  were  all  smiles  at 
the  AFWIO  Executive  Council's 
annual  powwow  in  Bal  Har- 
Fla.,  that  started  on  Feb.  15. 
a  friendly  face  in  the  White 
[ouse  at  last  and  Labor  Secretary 
.obert  B.  Reich  on  hand  with  words  of 
upport,  labor  chieftains  eagerly  debat- 
d  which  items  should  top  their  politi- 
il  wish  list  now  that  their  years  in  the 
oliiical  wilderness  are  over. 
But  labor's  best  course  may  be  to 
3ft-pedal  the  demands  it 
esires  most.  Since  at  least 
le  1960s,  organized  labor 
as  wanted  to  bring  the 
ation's  labor  laws  into 
ne  with  those  of  other  in- 
ustrialized  countries  by 
laking  it  easier  for  em- 
loyees  to  form  or  join 
nions.  A  decade's  worth 
f  attacks  from  Corporate 
.merica  and  Washington 
ave  made  these  concerns 
n  even  higher  priority, 
iowever,  focusing  only  on 
elatively  narrow  reforms 
•Quid  open  unions  up  to 
le  old  charge  that  they 
re  merely  special-interest 
roups.  Employers  would 
0  on  the  warpath,  labor's 
ublic  image  would  suffer 
^ain,  and  Clinton  might 
'ell  run  for  cover. 

The  better  course:  jump  on  the  band- 
■agon  Reich  tried  to  get  rolling  in 
lorida.  He  told  council  members  that 
e  wants  a  national  commission  to  de- 
ise  a  broad-based  agenda  for  how  to 
reate  a  new  era  of  cooperative  labor- 
lanagement  relations.  By  positioning 
lemselves  at  the  forefront  of  the 
lovement,  unions  can  market  them- 
elves  as  friends  of  U.  S.  competitive- 
ess.  "It's  essential  that  labor  become 
lore  visible  champions  of  innovation," 
ays  Thomas  A.  Kochan,  a  manage- 
lent  professor  at  Massachusetts  Insti- 
xte  of  Technology  and  a  candidate  for 
.eich's  commission.  "This  is  a  chance 
5r  labor  to  help  set  the  terms  of  the 
abate." 

NCE  BURNED.  But  unions  will  blow 
leir  opportunity  unless  they  overcome 
leir  fears  of  cooperative  work  sys- 
ims.  In  these,  labor  and  management 
iam  up  to  improve  productivity.  Labor 
■aders,  from  AFL-CIO  President  Lane 
.irkland  on  down,  have  long  suspected 
lat  management  wanted  to  use  coop- 


eration to  curb  the  power  of  unions. 

Reich  hasn't  finalized  the  details  of 
the  commission's  agenda,  but  it's  clear 
that  if  labor  embraces  employee  partic- 
ipation, he'll  have  an  easier  time  ad- 
dressing the  legal  reforms  they  seek. 
The  commission,  says  Reich,  will  look 
at  "how  to  give  frontline  workers  new 
ways  to  have  a  voice  in  their  compa- 
nies." And  it  will  explore  "how  to  re- 
store a  level  playing  field  for  working 
men  and  women  who  have  been  penal- 


V':'  .  -V  ^  ^41-^  "--^  '■' 


ized  tor  even  trying  to  form  a  union, 
Reich  says. 

While  all  this  may  sound  like  some- 
thing unions  would  jump  at,  many  har- 
bor a  deep  distrust  of  labor-manage- 
ment cooperation  schemes.  Some  have 
been  burned  by  managers  who  use 
teams  to  create  company-dominated 
unions,  as  did  Electromation  Inc.,  ac- 
cording to  a  recent  finding  by  the  Na- 
tional Labor  Relations  Board. 

And  some  rank-and-file  workers  feel 
that  team  systems  often  improve  per- 
formance simply  by  generating"  assem- 
bly-line peer  pressure  to  work  harder. 
"We've  had  dozens  of  examples  of 
worker  participation  that  haven't 
worked,"  says  George  J.  Kourpis,  pres- 


Many  unions  distrust 
worker-participation  plans, 
but  a  number  of  them  have 
worked  brilliantly 


ident  of  the  International  Association 
of  Machinists  &  Aerospace  Workers, 
which  has  issued  two  recent  studies 
warning  about  the  dangers  of  teams. 

The  naysayers  ignore  the  worker- 
participation  plans  that  have  worked 
brilliantly.  The  UAW  played  a  key  role 
in  the  turnaround  at  Ford  Motor  Co. 
during  the  early  1980s.  In  part  by 
adopting  employee-involvement  sys- 
tems, Ford  has  improved  its  assembly- 
line  productivity  by  367^  since  1980,  ac- 
cording to  a  report  last 
year  by  automotive  consul- 
tant Harbour  &  Asso- 
ciates. Today,  some  Ford 
plants  are  as  productive  as 
those  of  Japanese  auto 
makers.  Says  Jack  Hall, 
Ford's  labor-relations  di- 
rector: "We  absolutely  be- 
lieve that  unions  have 
helped  us  to  improve  our 
competitiveness." 
SUCCESS  STORIES.  Other 
old-line  unions  have  taken 
similar  leading  roles.  For 
instance,  the  Amalgamat- 
ed Clothing  &  Textile 
Workers  Union,  which  rep- 
resents workers  who  as- 
semble Xerox  Corp.'s  copi- 
ers, has  helped  the 
company  cut  costs  on  its 
machines  by  millions  of 
dollars  and  stanch  market-share  losses 
to  Japanese  rivals.  And  since  the  early 
1980s,  the  United  Steelworkers  of 
America  has  helped  most  major  steel- 
makers set  up  hundreds  of  labor-man- 
agement participation  committees.  Na- 
tional Steel  Corp.,  where  cooperation  is 
the  most  advanced,  posted  operating 
profits  of  $11  a  ton  last  year,  vs.  a  $19 
loss  at  its  major  rivals — a  performance 
the  company  attributes  in  large  part  to 
its  partnership  with  the  USW. 

It  is  success  stories  like  these  that 
Reich's  commission  aims  to  promote. 
But  it's  not  yet  clear  how  much  sup- 
port the  idea  will  get  from  labor.  In 
1989,  labor's  divisions  over  cooperation 
led  the  AFL-CIO  to  kill  an  internal  report 
on  what  it  called  The  Evolution  of 
Work,  which  called  for  experiments 
with  many  cooperative  ideas.  Now,  la- 
bor may  get  another  shot  at  this  ques- 
tion. Union  leaders  shouldn't  let  the 
opportunity  slip  between  their  fingers. 

Workplace  Editor  Bernstein  writes  fre- 
quently on  employee-participation  issues. 
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TELECOMMUNICATIONS  I 


DUELING 
FOR  DIALERS 


It's  MobiLink  vs.  McCaw-AT&T  in  a  mobile-phone  face-off 


Consider  the  battle  joined.  In  this 
corner,  American  Telephone  & 
Telegraph  Co.,  which  last  Novem- 
ber jolted  the  phone  industry  with  its 
agreement  to  buy  a  third  of  McCaw  Cel- 
lular Communications  Inc.  In  that  cor- 
ner, MobiLink,  an  alliance  of  15  cellular 
operators,  including  six  of  the  seven 
Baby  Bells.  At  stake:  the  loyalty — and 
dollars — of  millions  of  cellular-phone  us- 
ers frustrated  by  the  numerology  they 
must  learn  when  they  try  to  place  or 
receive  calls  outside  their  home  regions. 

The  MobiLink  alliance,  which  was  set 
to  be  unveiled  on  Feb.  18,  doesn't  deny  it 
was  created  to  counter  the  growing 
reach  of  McCaw,  but  executives  of  the 
companies  involved  say  its  formation 
predates  the  .A.T&T  deal.  McCaw  has  been 
assembling  its  own  seamless  cellular 
system  under  the  Cellular  One  banner, 
which  it  plans  to  keep  using  in  combina- 
tion with  the  .-^T&T  name.  Already,  cus- 
tomers can  roam  among  most  of  the 
McCaw  systems  and  send  and  receive 
calls  without  needing  special  access 
codes.  McCaw  has  also  enticed  other  cel- 
lular systems,  such  as  those  owned  by 
Comcast  Corp.,  to  join. 

Yet  MobiLink  dashes  any  hopes 
McCaw  might  have  had  of  creating  the 
only  coast-to-coast  cellular  network.  In- 
deed, the  MobiLink  companies  say  their 
system  will  make  it  easier  to  place  and 
receive  calls  over  a  much  larger  part 
of  the  country.  Now,  the  MobiLink 
group  is  waiting  for  McCaw's  re- 
sponse. One  possibility:  McCaw 
could  step  up  plans  for  its  own  na- 
tional network  by  luring  more  com- 
panies to  join. 

DAUNTING  DUO.  One  thing  the 
MobiLink  pact  won't  do  is  relieve 
the  headaches  that  the  Baby 
Bells  are  suffering  from  the 
McCaw-.AT&T  deal.  The  $3.8  bil- 
lion link  between  the  biggest 
cellular-phone  operator  and 
largest  long-distance  carrier  will  enable 
the  two  companies  to  package  cellular 
and  long-distance  service  in  ways  other 
cellular  operators  can't  match.  And 
McCaw  gains  the  powerful  .A.T&T  name 
to  market  cellular  service  nationwide. 

The  MobiLink  partnership  has  its  own 
promotional  plans,  including  a  nation- 
wide ad  blitz  starting  in  midsummer. 
But  there's  more  to  the  alliance  than 


HOW  THE  RIVAL 
CELLULAR  SYSTEMS 
COMPARE 


codes, 


marketing.  The  MobiLink  companies  will 
revamp  their  systems  to  make  it  far  eas- 
ier for  cellular-phone  users  to  place  and 
receive  calls  when  they're  outside  home 
territory.  McCaw's  linked  systems  al- 
ready provide  this  feature,  although 
over  a  much  smaller  service  area. 

Today,  customers  typically  can't  re- 
ceive calls  to  their  pocket  or  car  phones 


outside  their  normal  service  areas.  Sa 
executives  from  New  York,  for  examj 
can't  automatically  get  phone  calls  wl 
they're  in  Atlanta.  Instead,  people  try: 
to  call  them  usually  must  first  dia 
special  access  number.  And  that  numl 
differs  for  each  cellular  system.  The 
shot:  You  often  can't  reach  traveling  ( 
lular-phone  owners  unless  you  kn 
where  they  are. 

Similarly,  many  mobile-phone  own 
can't  make  calls  easily  when  they're  o 
side  their  home  service  areas.  Inste 
they  must  first  call  the  cellular  compt 
serving  the  area  they're  in  and  get 
proval.  Such  tedious  procedures  maki 
mockery  of  the  term  "mobile  phone.' 
NO-FUSS  CALLS.  The  MobiLink  syst 
aims  to  change  that.  New  software 
the  call-switching  gear  of  member  c( 
panies  will  alert  the  system  to  the  use 
location,  allowing  anyone  to  reach 
bile-phone  owners  without  know 
where  they  are.  (In  some  places,  how 
er,  cellular-phone  owners  will  first  h 
to  key  in  a  two-digit  code  to  tell 
system  their  new  location.)  And  M( 
Link  customers  will  be  able  to  make 
fuss  calls  in  other  MobiLink  regions. 

To  take  advantage  of  those  featui 
some  customers  may  have  to  switch 
new  cellular  service.  In  general,  oi 
two  companies — one  of  them  the  I 
phone  company — operates  within 
cellular  service  area.  Because  of 
trust  concerns,  MobiLink  membershij 
limited  to  the  cellular  service  offered 
the  local  phone  company. 

Some  cellular  companies  will  f 
themselves  on  both  sides  of  the  fij 
Pacific  Telesis  Group,  for  example,  o\ 
cellular  systems  jointly  with  McCaw 
does  business  under  the  Cellular  ( 
banner.  Others,  such  as  U.  S.  West  I 
own  systems  outside  their  local  territ 
and  will  find  themselves  compet 
against  the  MobiLink  name  used  by 
local  phone  company's  cellular  sysb 
Such  conflicts  could  prevent  wholehe 
ed  endorsements  of  the  alliances. 

The  mixed-up  nature  of  the  cell 
business  is  why  Southwestern  Bel!  C( 
is  not  a  MobiLink  partner.  The  B 
Bell  is  a  partial  owner  of  the  Celh 
One  brand,  along  with  McCaw  and 
other  company,  and  it  uses  the  name 
its  cellular  systems  outside  its  lo 
phone  territory.  That  could  raise  a 
trust  concerns  if  the  company  also  1 
a  stake  in  the  competing  MobiLink. 

Despite  the  mixed  allegiances, 
two-way  rivalry  among  well-heeled  p 
ers  should  improve  customer  service 
highlight  the  industry's  promise  of  "a 
time,  anywhere"  communications, 
other  words,  the  real  winner  of  this 
tie  should  be  the  consumer. 

By  Bart  Ziegler  in  New  1 
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You  Find  A  Winning  Game  Plan 
To  Increase  Copier  Productivity  And  Reduce 
^  QpERATiNG  Expenses,  Ydu  Go  For  If 

4fe  K  ChuckDaiy 

K    A    m  Championship  Coach 

-  -■■  _  ...  '  ■    \/l     W  Business  is  like  sports. 

>^MM^     y.]^^  ^  To  win,  you've  got  to  make  sure  your  team  is  performing  to  the  maximum. 

^  '   (  5^'  That's  why  Sharp  has  developed  a  Winning  Game  Plan  for  copiers. 

■HMk  ^^'^  booklet  can  help  you  find  the  right  Sharp  Copier  that's  going  to  give  you 

Ij^^SS  a  big  jump  in  productivity  and  reduce  operating  expenses. 
■'  '^(f/fr  j  ^)  Copiers  like  Sharp's  SD-3075  high-volume  duplicating  system-a  phenomenal 

<f^.^^f       ^  player  that  gets  the  job  done  at  75copies-per-minute.lt  has  every  advanced 

\Jf  feature  as  standard.  It  collates,  staples,  handles  2-sided  copies,  report  covers, 

'  ■.   J^W  inserts  and  computer  fanfolds.  -  • 

■    ^  In  fact,  this  powerful,  reliable  workhorse  does  it  all.  So  call  MiyjiMM 

.      f  foryourWinning  Game  Plan  today  Or  fax  1-800-3-SHARP-3.  nfl^ 

We  guarantee  it:  with  performance  like  this,  there's  no  way  lM 
you're  not  going  to  come  out  ahead.  JgK^^ 

^  CALL  1-800-BE-SHARP  FOR  YOUR  110 

WINNING  GAME  PLAN  FOR  COPIERS.  c^^TTT 


engineer 

Id  clioose  200  MEGABYTES 
ooe/'  me//'  1200 

As  yoii  i.;an  see,  our  employees  are  a  passionate  lot.  Who  else  \vould  give  up  (voluntar- 
ily, mind  \'oiij  a  da\'  on  the  open  road  to  spend  it,  instead,  .glued  to  a  new  svstenihoard 
design!"  y\nd  the  results  ot  this  passion^  Look  no  further  than  the  AST  PovverExecr  A 
notehook  that  aetuallv  adapts  to  the  work  habits  of  the  user- powering  down 
selected  tuiKtions  between  keystrokes  and  either  periods  oi  svstem 
inactivity.  The  power  saved  can  then  he  used  to  upgrade  the 
I'owerExec  in  ways  previouslv  only  seen  in  desktops.  We  call 
it  Intelligent  Power  Management,  and  it's  just  one  of  the  break- 
throughs that's  made  us  a  Inrtmic  sOO  firm  with  sales  over  $1  billion.  Proof  that  when 
you'd  rather  hover  over  a  kevboard  than  a  si't  of  handlebars,  anvthing  can  happen, 
[discover  how  our  obsession  can  meet  vour  PC  needs.  Call  8()()-S76-4AST. 

AST  CQfTlPUTER 

The  Product  O)  Our  Obsession. 

<£'l'>"2  A\l  /i.  In.  .ISA  .1S7  liK„„ir  /,-,tn(,rr,(  ini, ,in,l  Vini-nl 


POWEREXEC 


SMART 
Inlrl  ^H6SL/2>  or  4H6Sl./2> 
iiiii  ropruci'ssor,  with  AST  Intel lii^ciu 
Power  Management. 


POWERFUL 
4\lB„i  RAM.  64Kb  uu  he. 


FLEXIBLE 
hhish  BIOS.  Remouabh-  Hani  Drive. 
Dockiiii^  Stations.  Security  Locks. 


VERSATILE 
Two  credit-card-sized,  industry- 
standard  PCMCIA  slots 
jor  sinitdta)ieoiis  Lonuei  twity 
to  }fctit'orks.  modems,  fa.xes 
and  other  peripherals. 


UPGRADABLE 
To  Intel  4H6SLr^2-hit.  l?-volt) 
prni.ess(n-  Removable  liard  Drives 
to  2()()MB.  R. \M  expansion  to 
2I)MB.  optional  passive  and 
ai  tive  ( olor  tlisplays. 


RESPONSIVE 
To  learn  more,  lall 
f<l)l)-,S76-4,  \ST  (427H)  We'll  answer 
vonr  ijuestions  rv^ht  awiiy 


FAST 
/'-'5.S'  ITarley  Davidson 
Diio-CjUde  I'anhead  12(11),  i 
\'-livin  Willi  ^wm^aiin  frame. 
Optional,  ol  I  oiirse. 


he  Ituel  Inside  Logti  js  a  reffslt-ml  Inulcnunk  al  Inlfl  ijnfninOKin  Inilioic  MN;  n  ,i  n  -jisn-ri'il  inulrnuirl:  vl  ih,'  limr  In,  Mdsjdiiiic  Cinnp, 


SUPERCOMPUTERS! 


IF  CHEN'S 
SS-I  EVER 


ITS  PEAK 
SPEED 
WOULD 
HAVE  BEEN 
51  BILliON 
CALCULA- 
TIONS PER 
SECOND. 
HOWEVER, 
HE  CAME 
UP  $60  ; 
MILLION  ^ 
SHORT 


P 


THE  WORLD'S  FASTEST  COMPUTER  IS 
CRUNCHING  CASH,  NOT  NUMBERS 


After  IBM  backed  out,  Steve  Chen  is  desperately  seeking  new  money 


y  now,  Steve  S.  Chen  figured  he 
would  be  the  toast  of  the  super- 
computing  world,  celebrated  in- 
ternationally as  the  designer  of  the 
swiftest,  the  most  powerful,  the  most 
awe-inspiring  computer  on  the  planet. 
Instead,  Chen  sits  holed  up  in  cramped, 
temporary  space  above  a  chiropractor's 
office  in  Eau  Claire,  Wis.,  working  his 
phone  in  a  desperate  attempt  to  raise 
some  cash,  and  raise  it  fast. 

Chen's  company.  Supercomputer  Sys- 
tems Inc.,  is  dead  after  Chen's  sugar 
daddy,  troubled  IBM,  declined  in  January 
to  renew  its  five-year-old  investment. 
Now,  Chen's  dream,  to  lead  the  company 
that  builds  the  most  super  of  all  super- 
computers, looks  bleaker  than  a  Wiscon- 
sin winter.  Says  Chen:  "It  makes  me  sad 
and  also  disappointed  and  bad." 

He  may  be  down,  but  he  doesn't  think 
he's  out.  On  Feb.  12,  Chen  announced  he 
would  form  a  new  company.  Supercom- 
puters International.  For  now,  the  com- 
pany constitutes  little  more  than  Chen 
and  a  couple  of  dozen  unpaid  volun- 
teers— all  former  SSI  employees.  It  has 
no  assets  and  no  financing.  And  it's  even 
unclear  what  claim  Chen  has  to  any  of 
SSl's  intellectual  property  rights.  With- 
out them,  it's  questionable  what  kind  of 
machine  Chen  could  ever  build. 

Yet  Chen  spends  most  of  his  waking 
hours  trying  to  drum  up  new  money 


from  as  far  away  as  his  boyhood  home, 
Taiwan,  to  as  near  as  Eau  Claire's  hard- 
pressed  city  coffers.  "The  man's  tenacity 
is  undaunted,"  says  Richard  Sherman,  a 
consultant  who  has  been  introducing  po- 
tential investors  to  Chen. 
'END  OF  THE  ROPE.'  In  a  split-level  brick 
building  just  a  few  snowy  blocks  from 
the  chiropractor  sits  a  four-processor 
prototype  of  Chen's  creation,  the  SS-1. 
The  machine  has  soaked  up  more  than 
$220  million  thus  far,  including  $184  mil- 
lion from  IBM,  $20  million  from  the  De- 
fense Dept.,  and  $22  million  from  Ford, 
Boeing,  Du  Pont,  and  Electricite  de 
France.  None  has  stepped  forward  to 
invest  more. 

If  the  SS-1  ever  reaches  the  produc- 
tion stage  as  a  fully  equipped,  32-proces- 
sor  model,  the  result  would  be  a  comput- 
er with  a  mind-boggling  peak  speed  of 
■'A  billion  calculations  a  second.  That's 
well  over  2.5  times  faster  than  the  peaks 
reached  by  supercomputers  sold  by  Cray 
Research  Inc.  and  Japan's  NEC  Corp. 

But  the  "if"  had  become  just  too  big 
for  ailing  IBM,  which  is  struggling  to  cut 
$1  billion  out  of  its  own  research  and 
development  budget  this  year.  By  the 
time  IBM  pulled  out,  Chen's  machine  was 
at  least  a  year  behind  schedule.  "They 
said  they'd  have  it  ready  by  1992,"  says 
an  IBM  spokesman.  "We  came  to  the  end 
of  the  rope." 


Chen  needed 
million  more  to 
the  SS-1  up  and  ri 
ning.  His  attempts 
raise  the  money  ir 
public  stock  offeri 
failed  late  in  19! 
after  Lehman  Bro 
ers,   which  was 
back  the  deal, 
manded  IBM  make 
shortfalls  in  Che: 
projected  revenu' 
Chen  figured 
company  could 
duce  $650  million 
sales  by  1998— a 
ure  one  investm( 
banker  calls 
crous."  IBM  balb 
and  the  deal  died. 

Even  the  design 
the  SS-1  conspir 
against  Chen 
computer  is  knc 
as  a  vector  processor,  where  high  spet 
are  achieved  by  packing  expensive  c 
torn  circuits  so  tightly  together  tl 
must  be  bathed  in  liquid  coolant  to 
vent  melting.  Supercomputers  have  b( 
made  this  way  since  the  1970s.  Latt 
though,  a  computer  design  known 
"highly  parallel"  has  been  gaini 
ground.  This  design  links  numerous 
expensive,  air-cooled  microprocesso 
Conventional  wisdom  says  the  hig 
parallel  computer  makes  the  vector  p 
cessor  outdated — and  overpriced.  A  f 
blown  SS-1  would  cost  $80  million. 

Over  fried  rice  and  Leinenkugel's  b 
at  the  Mandarin  Club,  the  restaurant 
owns  in  Eau  Claire,  Chen  insists  that 
SS-1  would  have  evolved  into  a  hig 
parallel  machine.  In  the  meantime, 
death  of  .SSI,  one  of  the  few  U.  S.  com 
nies  pursuing  the  vector  path,  he  says 
a  "national  disaster." 

While  Chen  hunts  for  big  investors, 
wants  Wisconsin — which  has  aire? 
sunk  $1.5  million  into  SSI — to  cough  t 
the  last  remaining  $500,000  in  the  sta 
development  fund  to  tide  him  over, 
may  have  a  shot:  The  closure  of 
laying  off  its  320  employees,  has  de\ 
tated  Eau  Claire,  population  57,000.  1 
summer,  the  Uniroyal  Goodrich  Tire 
plant,  the  biggest  employer  in  to 
closed  down,  wiping  out  2,400  jobs. 

Indeed,  in  the  dark  winter  night, 
mer  SSI  workers  can  be  heard  singin 
version  of  the  civil  rights  spiritual,  " 
Shall  Overcome."  Renamed  "Build 
They  Will  Come,"  one  verse  goes 
this:  "It  can  beat  a  Cray/It  can  be.-i 
Cray/It  can  beat  a  Cray  today/Oh,  d 
in  my  heart/I  do  believe/Build  it,  t 
will  come,  someday." 

By  Rufiscll  Mitchell  in  Edit  Claire.  Iv 
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The  Bigger  You  Think,  The  Smaller  It  Gets 

With  BTs  Global  Network  Services,  YouYe  Always  in  Touch. 


roing  FiirUier.  (ilobal 
iperations  can  bring  new  chal- 
enges — cultural,  technical, 
iractical.  But  BT'"  makes  it 
■moother  and  simpler,  because 
k'e've  been  there.  We  are  there. 
)ur  international  presence  is 


unmatched  by  any  other  com- 
munications company.  That 
means  you  can  cross  conti- 
nents and  cultures  and  stay  in 
control.  No  matter  what  you 
choose  from  BT's  global  portfo- 
lio, BT  goes  further  for  you. 


Staying  Closer.  At  BT,  we 
make  it  our  business  to  know 
yours.  We  tailor  our  technology 
to  deliver  the  right  solutions  for 
you.  Your  investment  is 
futureproof,  with 
BT  as  your  partner. 


To  find  out  how,  call  for  our 
Going  Further,  Staying  Closer 
brochure.  1-800-872-7654 
in  the  U.S.,  or  1-800-874-7654 
in  Canada. 


Going  Further  Staying  Closer'" 


GLOBAL  NirrWORK  SERVICES^".  FRAME  RELAY,  VIDEOCONFERENCING.  EDI.  ELECTRONIC  TRANSACTION  SERVICES,  MESSAGING, 
FINANCIAL  TRADING  SYSTEMS.  AND  GLOBAL  NETWORK  OUTSOURCING  FROM  SYN(pRDIA™. 


©BriUsh  Telecommunications  pic  1992  2025-213B 
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PRODUCT  LIABILITY  I 


A  SAFETY  EXPERT 
UNDER  FIRE 


He  crashed  GM  pickups  for  NBC. 
Now,  he's  the  auto  giant's  target 


ormally,  a  project  like  this  would 
cost  Bruce  Enz's  company 
$2U,()()0.  But  for  Dateline  XBC, 
he  did  it  on  the  cheap:  $5,000  to  crash- 
test  two  GM  pickup  trucks.  In  the  week 
he  had  to  prepare,  Enz  got  two  pickups 
and  two  "bullet"  vehicles  to  ram  them 
with.  One  of  the  trucks  had  only  a  nylon 
stocking  for  a  fan  belt,  the  other  a  re- 
placement gas  cap,  but  they  had  to  do. 
So,  with  their  gas  tanks  topped  off  at  20 
gallons  and  their  frames  wired  with  toy 
rocket  engines  to  increase  the  likelihood 
of  a  fireball,  Enz  placed  the  trucks  on  a 
deserted  Indiana  road  on  Oct.  24,  1992. 
Then,  he  sent  a  driverless  Chevy  Cita- 
tion into  each  one,  aiming  at  the  [pickup's 
"sidesaddle"  gas  tank.  But  only  one 
truck  burned,  just  briefly.  "The  NBC  peo- 
ple were  clearly  disappointed,"  Enz  says. 

Disappointment  is  the  least  of  NBC 
Inc.'s  problems  now.  On  Feb.  9,  the  net- 
work, owned  by  General  Electric  Co., 
made  a  public  apology  for  its  role  in  the 
now  infamous  test  crash.  The  smash-up 
is  also  a  disaster  for  Enz's  employer,  the 
Institute  for  Safety  Analysis  (TIS.'^i.  The 
company,  which  s])ecializes  in  investigat- 
ing and  testifying  about  the  causes  of 
accidents  and  injuries,  suddenly  is  in  De- 
troit's cross  hairs.  "We  are  the  ones  that 
are  getting  hung  out  to  dry,"  says  Enz. 

He  has  good  reason  to  feel  outgunned. 
General  Motors  Corp.  is  on  the  attack. 
Its  targets:  Enz's  credentials,  the  profes- 
sionalism of  his  company,  and  more 
broadly,  the  reliability  of  jirofessional 
expert  witnesses  such  as  Enz,  who  trav- 
el around  the  country  testifying  about 
the  allegedly  faulty  design  and  function 
of  everything  from  seat  belts  to  lirakes 
to  gas  tanks. 

ROUNDABOUT  ROUTE.  A  look  at  Enz's 
background  does  raise  questions  about 
his  claims  of  expertise.  Enz,  47,  has  a 
bachelor's  degree  in  Asian  studies  from 
the  University  of  Illinois,  but  no  engi- 
neering degree. 

Enz's  entree  into  accident  reconsti'uc- 
tion  came  in  197.5,  when  he  began  a  Ki- 
month  stint  as  a  patrolman  in  rural  Gib- 
son City,  111.  He  went  on  to  work  at  two 
accident-investigation  companies  and 
took  a  two-week  highway-collision 
course  sponsored  by  the  Transportation 
Dept.  In  1980,  Enz  joined  TIS.4.  At  TIS.\, 
where  he  holds  the  titles  of  chairman 


and  chief  operating 
officer  as  well_  as 
507f  of  the  compa- 
ny's stock,  Enz  has 
investigated  some 
8,500  accidents  and 
testified  more  than 
300  times.  "GM  may 
make  disparaging  re- 
marks about  Mr. 
Enz  and  his  back- 
ground, but  it's  their 
job  to  make  someone 
who  is  going  against 
them  look  as  bad  as 
they  possibly  can," 
says  TIS.\  President 
Andrew  Ramisch. 

Enz  has  become  a 
regular  on  the  ex- 
pert-witness circuit. 
He  has  testified  in 
more  than  60  courts 
nationwide  against 
every  major  carmak- 
er operating  in  the 
U.  S.  He  has  suffered  just  two  major 
setbacks.  In  1988,  a  Prince  Georges 
county  (Md.)  judge  disqualified  Enz  as 
an  expert,  and  in  1984,  a  Maryland  fed- 
eral judge  dismissed  a  verdict  favoring  a 
woman  who  sued  Volkswagen.  "Enz  did 
not  present  credible  testimony,"  de- 
clared Judge  Norman  P.  Ramsey. 

Enz's  fame  as  an  expert  witness  led  to 


THE  INSTITUTE  FOR 
SAFETY  ANALYSIS 

FORMED  1975  by  Robert  Brenner, 
former  chief  scientist  at  the  Trans- 
portation Dept.'s  Notional  Highway 
Traffic  Safety  Administration 

ANNUAL  REVENUE  $2  million 

OUTSIDE  FUNDING  None  A  for 
profit  enterprise,  TISA  does  not 
accept  funding  from  outside  sources, 
such  as  plaintiffs'  lawyers 

STAFF  1 3  full-time  investigators 
from  various  disciplines,  including 
three  engineers 

BILLING  RATE  $75  to  $175  an  hour 
for  accident  reconstruction  and 
litigation  work 

CASELOAD  300  a  year 

DATA  COMPANY  REPORTS 


BOYCOTTS  I 


HERBAL  TEAS 
IN  HOT  WATER 


his   hiring  by  :i 
Michael  G.  Gart: 
president    of  [ 
News,  says  the  i 
sode  has  made  i 
more  wary  of  u 
independent  te^ 
companies.  "W{ 
you  have  an  out* 
person,  you  hay 
redouble  your 
forts"  to  ensur<' 
curacy  and  bala. 
he  says. 

Enz  is  angr\ 
NBC  for  caving  i 
GM  and  leaving  1 
impression  that! 
deceived  the  net\\ 
about  the  tests, 
one  end,  they  nn 
the    public  al 
G.M,"   he  says, 
the  other  end,  ii 
misled    the  pul 
about   their  con 
tants."  And  he  defends  his  role, 
would  hope  that  we  continue  to  bi 
people  responsible  for  locating  and  : 
tifying  some  of  the  problems  in  a 
And  if  injury  is  caused  by  those  fail 
[the  manufacturers]  should  pay." 
time,  though,  Enz  and  his  colleagUf- 
the  ones  blamed  for  doing  faulty  w 
Bi/  Da  rid  Greising  in  Clii  • 


An  angry  gay  group  is  boycotting 
oh-so-mellow  Celestial  Seasonings 


orris  J.  "Mo"  Siegel,  founder 
and  chairman  of  Celestial  Sea- 
sonings Inc.,  is  the  very  model 
of  the  enlightened  executive.  A  onetime 
hippie  whose  heroes  are  Abraham  Lin- 
coln and  Mother  Teresa,  Siegel  says: 
"We  don't  care  if  you're  Buddhist  or 
Baptist,  straight  or  gay,  [we'll  hire  you] 
as  long  as  you  want  to  make  the  world's 
best  tea  and  draw  pretty  pictures." 

That's  not  good  enough  for  New  York 
Boycott  Colorado,  a  group  that's  urging 
a  boycott  of  Cele.stial,  based  in  Boulder, 
Colo.  NYBC  says  it's  calling  for  the  boy- 
cott to  retaliate  for  Siegel's  refusal  to 
take  a  high-profile  stand  against  Colora- 
do's Amendment  2.  Approved  by  voters 
in  November,  Amendment  2  forbids  Col- 
orado cities  from  designating  gays  as  an 
official  minority  group  eligible  for  hiring 
quotas  or  set-aside  contracts.  Since  the 


CEO  SIEGEL:  WHY  PICK  ON  THE  GOOD  GUY? 


election,  gay  and  lesbian  groups  b, 
called  for  a  boycott  of  the  state  i 
formed  Denver-based  Boycott  Colo 
Inc.,  which  is  not  affiliated  with  the 
York  group.  Since  then,  Denver  a 
has  lost  27  scheduled  and  tentative  ) 
ventions  expected  to  bring  in  $26  mil 
Although  a  boycott  may  make  j 
sense   as   an   expression   of  outr 
NYBC's  campaign  against  Celestia 
puzzling.  It  takes  aim  at  a  company 
many  Colorado  gays  regard  as  exen 
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LetDewai^ 


Taxea 


Match  Your  Social  Security  Number  and  WIN!' 

Here's  an  easy  way  to  get  a  timely  tax  break!  Just  go  to  your  local  Dewar's 
retailer  and  check  the  Social  Security  Numbers  listed  on  the  Dewar's  display.** 
You  can  match  and  win  two  different  ways. 

10  Grand  Prize  Winners. 

Up  to  10  gicind  prize  winners  will  receive  $25,( )()().( HI  each  toward  their  taxes 
if  their  FULL  Social  Security  Number  matches  ( )ne  of  the  winning 
numbers  on  the  Dewar's  display. 


10,000  First  Prize  Winners. 

Up  to  10,000  first  prize  winners  will  receive  a  $100  U.S.  Savings  Bond 
if  the  LAST  6  DIGITS  of  their  Social  Security  Number  match. 
Don't  be  late,  head  to  your  local  Dewar's  retailer  now!  You  may  already 
be  a  winner! 

Here's  to  a  real  smooth  tax  season  with  Dewar's! 


•ABBREVIATED  OFFICIAL  RULES  NO  PURCHASE  NECESSARY  Open  to  residents  of  ttie  United  States  21  years  or  older  who  have  a  valid  Social  Security  Number  All  entries  must  be  received  by  6/1 5/93 
All  federal,  state,  and  local  lavus  and  regulations  apply  Void  where  prohibited  including  TX  and  UT  All  taxes  are  the  responsibility  of  the  prize  winner 

"For  a  list  of  winning  numbers  and  complete  official  rules  send  a  self-addressed,  stamped  envelope  to  "Let  Dewar's  Pay  Your  Taxes"  Winning  Numbers  PO  Box  1511,  Falrport,  NY  14450-7511  by 
5/14/93  Limit  one  request  per  envelope  Residents  of  WA  and  VT  may  send  an  unstamped,  self-addressed  envelope  Employees  of  Schietfelin  &  Somerset,  its  advertising  agencies  and  promotional 
companies  involved  in  this  promotion,  retailers,  wholesale  distributors,  subsidianes.  agents,  successors,  assignees  and  their  families  are  ineligible  to  participate 
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ry.  And  some  of  the  boycott  group's  tac- 
tics, as  described  by  Siegel,  sound  at 
least  heavy-handed.  Pici<ing  on  Celestial, 
Siege!  says,  "is  like  shooting  a  missile  at 
a  Red  Cross  hospital." 

The  firing  started,  says  Siegel,  at  a 
meeting  he  recjuested  in  New  Yoi'k  City 
on  Feb.  with  XYBC  founder  Chip  Duek- 
ett  and  other  group  members.  One  XYP>c 
official,  says  Siegel,  demanded  that  he 
and  Celestial  si)end  S100,000  or  more  on 
a  campaign  to  repeal  Amendment  2. 
"They  said,  'You  either  pay,  or  we'll  de- 
stroy you,'  "  says  Siegel.  He  refused. 

Since  then,  Xcir  York'  Xeirsdni/  col- 
umnist Gabriel  Rotello,  who  attended 
the  XYBC  meeting  with  Siegel,  has  writ- 
ten that  the  press  created  a  tale  of  "e.\- 
tortion"  out  of  whole  cloth.  Siegel, 
though,  stands  by  his  account:  XYBC 
threatened  economic  retaliation  if  Celes- 
tial Seasonings  didn't  put  up  money  to 
repeal  Amendment  2.  Rotello  could  not 
be  reached  to  comment. 

Duckett,  a  New  York  sjjecial-events 
promoter  who  operates  XYBC  out  of  his 
home,  makes  no  bones  about  pressuring 
Celestial.  "If  it's  their  right  to  remain 
silent,  it's  our  right  to  stop  buying  their 
product,"  he  says.  But  he  flatly  denies 
any  extortion  attempt.  Nonetheless,  Col- 
orado's U.  S.  Attorney,  Michael  J.  Nor- 
ton, is  investigating  Siegel's  allegations. 
SKI  ELSEWHERE?  XYBC,  which  is  Calling 
for  a  ban  on  all  Colorado-made  products, 
such  as  Samsonite  luggage  and  Coors 
beer,  is  singling  out  Celestial  for  si)ecial 
treatment.  There's  no  sign  that  XYBc 
plans  actions  at  bars  that  sell  Coors  or 
at  luggage  stores  that  carry  Samsonite, 
but  the  group  does  plan  to  picket  New 
York  grocery  stores,  demanding  that 
they  remove  Red  Zinger,  Morning  Thun- 
der, and  other  Celestial  teas  from  their 
shelves.  "They  will  not  take  a  position, 
which  is  conservative  in  light  of  who 
they  are,"  explains  Duckett. 

Siegel  admits  he's  worried — New 
York  is.  after  all,  his  No.  1  market.  "If 
they  could  jjanic  the  supermarkets,  we 
could  be  in  big  trouble,"  he  says.  To 
head  off  the  boycott,  Celestial  sales 
teams  are  calling  on  every  major  cus- 
tomer in  Manhattan. 

Meanwhile,  gays  and  some  conserva- 
tive groups  are  trying  to  work  out  a 
compromise  alternative  to  Amendment 
2.  The  most  likely  to  go  to  the  voters  is 
an  initiative  that  would  outlaw  discrimi- 
nation against  homosexuals  but  would 
also  prohibit  granting  them  any  special 
status. 

The  measure  could  be  on  the  ballot  as 
early  as  next  fall.  If  voters  approve  it, 
the  boycott  of  Colorado  could  be  history. 
In  the  interim.  Celestial  Seasonings  will 
have  to  weather  a  tempest  in  a  teapot. 

By  Sandra  D.  Atchison  in  Denver 


PUBLISHING  I 


HOW  A  LITTLE  NOVEL  FROM  NOWHERI 
HIT  THE  BIG  TIME 


The  Bridges  of  Madison  County  defies  conventional  publisliing  wisdon: 


WALLER  TOOK  ALL  OF  TWO 
WEEKS  TO  WRITE  HIS  BOOK 


m   m  D 


Turning  a  book  into  a  bestseller  is 
hardly  an  exercise  in  subtlety. 
Publishers  usually  line  up  a  big- 
name  author,  order  a  huge  first  printing, 
book  the  writer  on  Oprah,  and  persuade 
Barnes  &  Noble  and  Waldenbooks  to 
stock  up.  Put  enough  muscle  behind  the 
project,  and  you  have  an  excellent  shot 
at  that  coveted  spot  on  The  Xeic  York 
Times  list  of  best-sellers. 

This  sort  of  marketing  by  brute  force 
makes  the  triumph  of  the  current  No.  1 
hardcover  novel  all  the 
more  surprising.  It  is 
The  Bridges  of  Madison 
County,  a  IT  1-page  first 
effort  by  Robert  James 
Waller,  a  53-year-old 
Iowa  academic.  Warner 
Hardcover  Books  pub- 
lished Bridges  in  April 
without  any  hoopla.  By 
Jan.  31,  it  was  on  top.  A 
miracle'.'  More  like  good 
demographics  and  sur- 
prisingly intense  support 
from  independent  book- 
stores, a  retail  format  of- 
ten considered  outmoded. 

But  let's  go  back  to 
Chapter  One.  Robert 
Waller  is  a  former  busi- 
ness professor  who  spent 
two  weeks  penning  his 
tale  of  a  four-day  love  af- 
fair between  a  wandering 
photographer  and  a  lone- 
ly Iowa  farm  wife. 
Through  a  chance  ac- 
quaintance, he  got  his 
manuscript  to  New  York 
literary  agent  Aaron 
Priest,  who  showed  it  to  Maureen  Egen, 
Warner  Hai'den\-er's  publisher. 
SUFFERING  SUCCOTASH.  Bridges  is  hardly 
poetry.  Sample  line:  "I've  always 
thought  of  him  as  a  leopardlike  creature 
who  rode  in  on  the  tail  of  a  comet." 
Nonetheless,  Egen  bought  the  book.  "I 
liked  the  idea  that  it  was  set  in  the  Mid- 
west and  had  the  kind  of  Midwestern 
values  people  want  to  believe  in,"  she 
says.  She  also  may  have  liked  Bridges' 
steamy  lovemaking  scene — set  in  the 
farmhouse  kitchen. 

Still,  it  was  a  first  novel.  So  Egen 
arranged  for  a  timid  first  printing  of 
29,000  copies.  And  she  sent  4,000  free 


ai 


I 
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copies  to  small,  independent  bookston 
around  the  country.  She  followed 
with  letters  to  the  stores,  urging  the 
to  read  Bridges. 

They  did.  And  they  loved  it.  Soo 
bookshops   were   recommending  it 
their  newsletters.  Warren  Cassell,  owni 
of  Just  Books  in  Greenwich,  Conn.,  sa; 
he  wouldn't  let  customers  out  of 
store  until  they  had  at  least  looked 
the  book.  Chuck  Robinson,  president 
the  American   Booksellers  Assn 

owner  of  Village  Bool 
in  Bellingham,  Was 
liked  that  kitchen  lo 
scene.  "Is  this  all  just 
male  fantasy''"  he  ask^ 
a  female  colleague.  SI 
shook  her  head:  no  wa 
So  he  pushed  the  boo 
Soon,  booksellers  repo 
ed  customei's  buying  fi 
or  more  copies. 
LAST  TANGO.  Here's  wh 
Waller  unwittingly  did 
great  job  of  what 
pros  call  generation 
marketing.  The  passic 
ate  hero,  Robert  Kinca; 
is  52,  while  the  equa 
libidinous  heroine,  Fn 
cesca  Johnson,  is  45.  N 
MTV  material — but  tha 
the  point.  "There's 
question  that  we're  s 
ing  baby  boomers  tryi 
to  hold  on  to  their  you 
ful  feelings  as  long 
they  can,"  says  Jeff  ( 
troff,  vice-president 
market  researcher  D; 
Group  and  head  of 
Over-40  Marketing  Div.  "Here's  a  be 
that  allows  someone  middle-aged  to 
on  to  that  kind  of  romanticism.' 

After  middle-aged  romantics  be.i' 
snapping  up  Bridges,  the  big  cha 
started  placing  big  orders.  In  Janua 
Waller  was   interviewed  on   Natio .. 
Public  Radio,  and  the  book  hit  Noi. 
where  it  remains.  In  its  23rd  printi ' 
Bridges  has  sold  nearly  450,000  copi 
closing  in  on  the  success  of  Se.v,  Madi- 
na's  book  and  another  Warner  tij. 
Maybe  Madonna  should  take  a  lessonn 
subtlety:  One  little  farmhouse  sex  sere 
might  be  enough  to  do  the  job. 

By  Julie  Tilsner  in  New  } 
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Only  one  printe 


Ms  fax. 


lur  goal  at  NEC  is  the 
complete  integration 

of  computers  and 
communications.  The 
Silenlwriler  Model 
95fx  is  just  one  o) 
many  innovatiw 
products  that  help  us 
to  realize  this  goal 
For  example,  we  not 
only  developed  the 
first  notebook  com 
puter  with  a  huilt-in 
phone  and  fax.  wf 
make  satellite  dishes 
capable  of  sending 
data  worldwide 


iHOICE 


ncc  upon  a  time,  all  faxes 
L.<.Lv.l  iIk-  ^niiKv  IhJ.  Bill 
Willi  llii.-  SiL'lllvvrili.-r''  Model 
''r^f\  iiuiIlifttfiL'lion  printfr/ 
fax,   luilliijii;  iJi-lr  in   llic   liansiiiis^ioii.  Iinagini.' 

Poil^-i.  ripl  '■*  l.in£;iKit;i.-iju,ilily /ii.w.N-  from  your  priiilcr.  It's 
no  f.iiry  Uilc.  Now  yon  ^tiii  jfiicl  niul  roccivf  (locunii.'nl!;  in 
all  llifir  origin. il  t'lory.  You'll  jof  lifaulifiil  fonts  anil 
grapiiics  willi  iioiK'  of  llu.-  ilirl 
and  glilclu's,  iIil'  jatltllc-s  a 
impfrfc'cl  ions,  thai  can  I  urn  a 
wondL-rfiil  story  into  a  tra^i-dy.  Wliy  sonj  a  facsimile  wlicii 
you  can  send  an  oritlinal?  Gel  llie  XIIC  Silenlwriler  Model 
95fx  multifunclion  piinler/lax  and  live  liappily  ever  after. 


Free  NEC 
3-YEAR  ON-SITE 
limited  warranty 

with  the  purchase  of  a 
Silentwriter  Model  95 
or  97  laser  printer. 
Offer  valid  until  3/31/93. 


e 


A  state-of-the-art  6  PPM  laser  printer  equipped 
with  Adobe's  PostScript™  Level  2  interpreter  and 
HP*  PCL*  5  emulation. 

Send  and  receive  faxes  in  either  conventional 
or  PostScript-language  formats. 


Patented  Sharp  Edge  Technology  delivers  600 
DPI-equivalent  clarity. 

Automatic  interface  switching  supports  both 
Macs  and  PCs. 

Under  $2,349  (MSRP).  Far  less  than  you'd  pay 
for  any  printer/fax  multifunction  combination. 


Ill  Ihe  PosiScnpl  pntiie 

ou-ll  ever  need " 

"dCompultiyg, 

'he  Ideal  Wintkf^s  PCT 

une  m: 


The  Silentwriter  Model  95fx  Printer/Fax 

Because  ^  is  the  way  you  want  to  go. 


b  upgrade  your  existing  Silentwriter  Model  95  printer  with  fax  capability  (U.S.  only), 
r  for  more  information  about  the  Silentwriter  Model  95fx,  call  NEC  at  1-800-325-5500. 
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JLOSS  LEADERS 

General  Motors  posted  a 
1992  loss  of-gulp!-$23.5 
billion.  True,  GM  can  pin 
most  of  that  on  a  $22.2 
billion  charge  for  retirees' 
future  medical  benefits.  Ford 
Motor  cited  similar  charges 
to  account  for  its  1 992  loss 
of  $7.4  billion.  But  whatever 
the  reasons,  the  two  deficits 
dwarf  the  other  entries  on  the 
list  of  all-time-worst  losses: 


COMPANY 


fiSCAl  loss 
YEAR  (BILIIONSI 


IBM 

1992 

$4,965 

GENERAL 
MOTORS 

1991 

4.452 

TEXACO 

1987 

4.407 

DUPONT 

1992 

3.927 

LTV 

1986 

3.251 

LTV 

1988 

3.153 

IBM 

1991 

2.861 

DIGITAL 
EQUIPMENT 

1992 

2.796 

CATERPILLAR 

1992" 

2.435 

CONTINENTAL 
AIRLINES 

1990 

2.343 

OAIA:  STANDARD  8  POOR'S  CORP 


GOODRICH  DEFLATES 
ITSELF  AGAIN 


►  B.  F.  Goodrich  doesn't 
make  tires  anymore — it  exit- 
ed that  business  in  the  1980s. 
Now,  it's  pulling  back  from 
its  biggest  remaining  prod- 
uct, polyvinyl  chloride.  Good- 
rich will  spin  off  to  the  public 
a  507'  interest  in  its  $951  mil- 
lion FVC  unit,  dubbed  Geon, 
raising  an  estimated  $270  mil- 
lion to  $310  million.  The  par- 
ent will  also  get  $200  million 
from  Geon,  which  it'll  invest 
in  its  aerospace  and  specialty 
chemicals  businesses. 


IMPLANT  ALLEGATIONS 
GO  TO  A  GRAND  JURY 


►  A  federal  grand  jury  in 
Baltimore  is  investigating 
whether  Dow  Corning  told 


patients  and  physicians  that 
silicone  breast  implants  were 
safe  despite  having  data  sug- 
gesting that  they  caused 
health  problems.  The  Justice 
Dept.  initiated  the  inquiry  at 
the  request  of  the  Food  & 
Drug  Administration,  which 
has  been  conducting  its  own 
probe  of  Dow  Corning.  On 
Feb.  8,  the  company  received 
a  subpoena  requesting  hun- 
dreds of  thousands  of  docu- 
ments relating  to  the  im- 
plants. Company  officials 
maintain  the  devices  are  safe. 

Dow  Corning  faces  more 
than  3,500  lawsuits  from 
women  with  implants.  It  has 
stopped  making  the  devices 
and  is  phasing  out  production 
of  the  gel  it  sells  to  other 
implant  makers. 


ADIDAS'  BATON  IS 
PASSED  TO  AN  ADMAN 


►  With  ad  giant  Saatchi  & 
Saatchi  on  the  mend,  its  CEo, 
Robert  Louis-Dreyfus,  is 
stepping  down  on  Apr.  1  to 
head  a  group  acquiring  Ger- 
many's ailing  sport-apparel 
company,  Adidas,  for  $372 
million.  The  group,  which  in- 
cludes Citibank  and  three 
state-owned  French  financial 
institutions  led  by  Credit  Ly- 
onnais,  is  buying  the  $2  bil- 
lion company  from  business- 
man-politician Bernard  Tapie. 

Restoring  Adidas  against 
fierce  competition  from  Nike 
and  Reebok  will  take  all  of 
Louis-Dreyfus'  cost-cutting 
skills.  He  may  look  to  shift 


TALK  ABOUT  CAUGHT  WITH  YOUR  PANTS  DOWl 


Rapper  Marky  Mark  has  few  ap- 
parent talents  beyond  dropping 
his  trousers  onstage  and  model- 
ing Calvin  Klein  underwear. 
Does  that  make  him  a  bad  per- 
son? Maybe  not,  but  his  1988 
conviction  for  the  racially  moti- 
vated beating  of  a  Vietnamese 
man  in  Dorchester,  Mass.,  does 
raise  questions.  At  the  time  of 
the  beating,  Mark  already  vv^as 
in  legal  trouble  for  shouting  ra- 
cial epithets  at  black  schoolchildren  in  1986.  The  singer,  21,  I 
also  been  accused  of  making  antigay  statements. 

Now,  Asian-American  and  gay-rights  organizations  are  !■ 
manding  an  apology  from  Marky,  a.k.a.  Mark  Wahlberg.  Fi' 
ing  that,  the  groups  threaten  a  boycott  of  Calvin  Klein  pn^ 
ucts.  Klein  is  pondering  its  next  move,  while  Mark  is  busy  \v 
damage  control.  He  attributes  his  past  behavior  to  alcoh 
drugs,  and  ignorance — not  hate.  "I  was  a  foolish  kid,  a  kid  < 
of  control,  and  I  paid  for  it,"  he  says. 


production  to  Asia  from  Eu- 
rope. That's  a  strategy  Pent- 
land  Group  wanted  to  pursue 
until  its  planned  acquisition 
of  Adidas  collapsed  last  fall. 


KITCHEN  TOO  HOT 
FOR  MRS.  FIELDS? 


►  Mrs.  Fields  is  throwing  in 
her  apron.  On  Feb.  17,  Deb- 
bie Fields,  who  started  her 
cookie-making  empire  in  Palo 
Alto,  Calif.,  back  in  1977, 
stepped  down  as  president 
and  chief  executive  officer. 
Fields,  who  retains  her  posi- 
tion as  chairwoman,  turned 
over  nearly  807  of  the  com- 
pany to  four  lenders  led  by 
Prudential  Insurance  Co. 
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The  lenders,  in  return,  w 
forgive  $46  million  in  (1< 
taken  on  to  fuel  the  conij 
ny's  expansion  plans.  Sha  ■ 
holders  aren't  totally  wip 
out:  They'll  receive  one  slui 
of  the  restructured  compa 
for  every  eight  they  m 
hold.  The  agreement  ^-i 
must  be  approved  at  a  Mai 
shareholder  meeting. 


A  GOODYEAR  RULE 
HITS  THE  SKIDS 


►  Neatness  counts  at  Go( 
year's  big  nonunion  tire  pla 
in  Lawton,  Okla.  In  Januai 
managers  there  posted  a  r 
tice   forbidding  workers 
read  anything  but  compar 
related  materials  in  the  are 
where  they  take  their  breal 
However,  veteran  quality 
spector  Michael  Tenis  pi 
tested  the  rule  all  the  way  i 
to  Chairman  Stanley  Gau 
calling  it  censorship  and 
ased  because  it  did  not  cov 
offices. 

Now,  Goodyear  has  back 
down,  saying  that  it  h; 
only  wanted  to  keep  cante^ 
areas  free  of  discarded  new 
papers  and  the  like.  The  coi 
pany  says  it  invites  its  ei 
ployees  to  express  thei 
selves.  "This  is  tl 
foundation  of  our  open  coi 
munication  system,"  it  say: 
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Four  reasons  to  buy  aTl  microLaser™  printer. 


AVAILABLE  IN  SPECIALLY  MARKED 
Tl  POSTSCRIPT  PRINTER  BOXES 
OFFER  ENDS  MARCH  31,  1993. 


•1 

r  1 

i      •  a 

Now  there's  a  way  for  you  to  put  the 
power  of  Microsoft*  Windows™  on 
paper  —  microLaser  from  Texas 
Instruments. 

Designed  to  be  Window&compatible, 
there's  a  microLaser  just  right  for  your 
needs,  w^iether  you  need  a  personal  or 
shared  printer.  Here's  why:  vf^,,y 
1.  Compatibility  With  HP  iJitVo 
LaserJet®  emulation  and       '  '  "  ' 
Adobe*  PostScript®  software,  microLaser 
easily  supports  your  demanding  applica- 
tions. And  with  our  Microsoft  Windows 
driver,  set  it  and  forget  it  with  all  Windows 
applications. 

Not  only  does  PostScript  give  you  scalable 
outline  fonts  and  graphics,  it  also  means 
that  your  microLaser  works  in  computing 


example.  With  its  hi^  duty  cycle  of 
10,(XX)  pages-per-month*  ana  a  standard 
oneyear  limited  warranty*  *,  you  can  rely 
on  your  microLaser  to  work  the  first  time, 
every  time,  for  years. 

4.  X^aluc  Starting  as  low  as  $999t,  there's 
a  microLaser  designed  to  fit  any 
budget  From  the  single  user  all 
the  way  up  to  a  network  G^n- 
sider  this,  too:  microLaser's  average  cost 
per  page  is  only  1.9  centst, while  some 
laser  printers  average  around  3.3  cents. 
The  microLaser  not  only  makes  sense,  it 
saves  you  money,  too. 

For  details  on  the  rig^it  micioLaser  for 
you  and  the  name  of  the  nearest  dealer,  call 

1-800-527-3500. 

The  microLaser  PS17  has  earned  the  1990  PC  World  Best  Buy 
award;  microLaser  PS35  has  earned  the  1990  InfoWorld  Excellent 
Value  award  and  4'/;  mice  from  MacUser,  October  1990. 

Texas 
Instruments 

'Based  on  eslimatEd  typical  usage.  "For  more  infDnnabon  on  service  upgrade  oprions,  call  1-800847-5757  in  the  U.S.  and  l-8O0-268<>314  in  Canada.  tSuggested  retail  price -dealer  pnces  may  vary.  tBasedon  suggested  retail  price 
of  consumables  and  appiojamate  pa^  ccRttage  ranng  ktr  each  cor\sumable  at  4%  black  (tnner,  dewloper  and  OPC),  microLaser  is  a  trademark  of  Texas  Instruments  IncorporalEd.  Microsoft  and  DOS  are  registefed  tralemarks,  and  WirKkrws 
b  a  nademark  of  MicTosolrCorpotation.  Adobe,  PostScnpt  and  the  PostScript  logo  are  registered  trademarks  of  Adobe  Systems  Incorporated  which  may  be  registered  in  certain  junsdictions.  LaserJet  is  a  regisrered  tiadeniark  of  Hewlett- 
Packard,  Inc  Apple  and  Maanrosh  are  registered  trademarks  of  Apple  Compurer,  Inc.  OS/2  is  a  registered  trademark  of  International  Business  Machines  Corporation,  UNIX  is  a  r^steied  nademark  of  ATScT.  ©1992  TI  76543 


environments  like  Windows,  DOS®, 
Apple*  Macintosh*. OS/2*  and  UNIX*. 
2  Performance  posiSCRIFT- 

When  It  comes  to     KM  Software  From  Adobe 

printing  higji-quality  documents  fast, 
microLaser  really  makes  you  look  good. 
At  either  nine  or  16  pages-per-minute, 
microLaser  printers  speed  you  through 
documents  in  a  hurry.  Plus  PostScript 
means  what  you  see  on  your  screen  is 
what  you  get  on  paper.  You  can  even  tur- 
bocharge  your  microLaser  with  a  RISC 
processor  for  blazing  fast  graphics. 
3.  Reliability  When  you  buy  a 
printer,  you  want  it  to  ^rint  And 
print  And  print  That  s  just  what 
the  microLaser  does. 
Take  our  personal  microLaser  Hus  for 


Features 

microLaser  Plus 
Basic 

microLaser  Plus 
PS17/PS35 

microLaser 
Turbo 

microLaser  XL 
Turbo 

PPM 

Emulation 
Processor 
Fonts 
list  Price 

9  ppm 

HP  LaserJet  II 

68000 

14  HP  Fonts 

$999 

9  ppm 

HPLJII/PostScript 
68000 

17  or  35  Scalable 
$1,399/$1,499 

9  ppm 

HPLJU/PostScript  11 
RISC/8220 
35  Scalable 
$1,749 

16  ppm 

HPLJU/PostScriptll 
RISC/8220 
35  Scalable 
$3,649 

"FOX  Rqiresents  A 
Quantum  Leap  In 
Electronic  Investing." 

-  PC/Camputing  magazine 
December  1992 

Today,  Fidelity  On-line  Xpress'"  can  take  you  where 
no  financial  software  ever  has  before:  right  to  the 
floor  of  the  exchanges  via  Fidelity's  computer  system, 
witli  no  monthly  fees  or  on-line  charges.  And  FOX  gives  you 
the  breadth  of  portfolio  management  features  you  simply 
won't  find  iuiywhere  else,  from  tax  recordkeeping  to  instant 
research  and  screening  services.  Just  one  session  witli  FOX's 
easy-to-use  pull-down  menus  and  you'll  see  why  FOX  is  the 
most  complete  persond  financid  market  monitor  avail- 
able today 

FOX  helps  you  capitidize  on  the  strength  of  iui  investment 
leader  For  stock  and  option  trades,  you'll  save  an 
additional  10%  on  commissions  that  iU'e  already  as  much 
as  76%  lower  thiui  full-cost  brokers.*  Maybe  it's  time  you 
called  to  leam  more  about  putting  the  poweiful  combination 
of  FOX  and  Fidelity  hivestments  on  your  side. 


PC/Computing  magazine  just  named 
Fidelity  On-line  Xpress  Most  Valuable 
Product.  Thiis  breakttirough  financial 
software  is  now  available  from  Fidelity 
at  ttie  special  price  of  $89  95. 


Call  A  Fidelity  Representative  24  Hours 

1-800-544-7272 


Fidelliy  ^J-^  Inuestments^ 

Discount  Brokerage 

FOX  orders  for  your  account(s)  are  subject  lo  trading  and  account  requiremenis.  Telephone  charges  may  apply.  FOX  hardware  requirements  include  an 
IBM  or  compatible  system  with  hard  disk  drive,  free  space  of  at  least  ,-5  Mb,  Hayes'  or  compatible  modem,  640k  internal  memory  Color  graphics  ;uid  mouse 
optiomd.  The  optional  news  and  an;ilysis  services  of  Dow  Jones  .\ews/Relriev;d  * ,  Telescan  and  S&l'  MarketJJcope''  are  aviiihible  through  FOX  FOX  was  jointly 
developed  by  MECA  Software,  Inc.  and  Fidelity  Investments.  Fidelity  InvestmenLs  is  a  trademark  of  FMR  Corp.,  parent  of  Fidelity  Brokerage  .Senices,  Inc. 
Member  ^fV'SFySlPC,  161  Devonshire  Street,  Boston,  MA  021 10.  *76%  savings  ba.sed  on  October  1092  sunex  of  full-cost  brokers.  Minimum  commission 
$•^8,  Headline  quote  reprinted  from  PC/Computing,  December  1002,  Copyright  €>  1002  Ziff  Communications  Company. 

CODE:  BW/FOX/030193 


EDITED  BY  STEPHEN  H.  WILDSTROM 


IT  JUSTICE,  JANET  RENO  WILL  NEED 
k  PITCHFORK,  NOT  A  BROOM' 


n  Miami,  longtime  State  Attorney  Janet  Reno  had  to  deal 
with  violent  di'ug  smugglers,  brutal  cops,  and  explosive  ra- 
cial tensions.  The  problems  awaiting  her  at  the  Justice 
'pt.  may  be  more  civilized  but  no  less  difficult. 
If  the  Senate,  as  expected,  confirms  hei'  as  Attorney  Gener- 
she  will  take  over  a  department  demoralized  by  scandals 
i  charges  of  political  tampering.  "The  house-cleaning  will 
v'e  to  take  place  with  a  pitchfork,  not  a  broom,"  says  Lani 
linier,  a  University  of  Pennsylvania  law  professor  who 
•ved  in  Justice's  civil-rights  division  under  President  Jimmy 
rter. 

Reno  has  to  move  cjuickly  to  dis- 
;ch  the  leftover  problems.  "If  you 

them  fester  too  long,  they  be- 
ne yours,"  says  Massachusetts 
perior  Court  Judge  G.  Richard 
jams,  a  close  Clinton  fi'iend.  Top 
stice  officials  have  gone  to  war 
xinst  FBI  Director  William  S.  Ses- 
ns.  Politically  sensitive  prosecu- 
ns  and  investigations  are  time 
Tibs.  And  the  intense  interest  of 
3  White  House— especially  Hil- 
y  Rodham  Clinton— in  Justice's 
siness  could  make  Reno's  life  difficult. 
RR'S  BOMBSHELL.  The  FBI  matter  is  first  on  the  list.  The  day 

left  office  in  January,  Attorney  General  William  P.  Barr  is- 
3d  a  bombshell  report  charging  Sessions  with  misconduct, 
e  allegations  include  failure  to  pay  taxes  on  personal  use  of 
government  limo  and  the  misuse  of  travel  funds. 
Sessions'  supporters  say  Barr  was  out  to  get  the  former 
Ige  because  he  was  too  independent.  They  also  say  Sessions 
ide  foes  within  the  bureau  with  his  efforts  to  root  out  bias 
iinst  black  and  Hispanic  agents.  But  the  charges  are  serious, 
id  Reno,  who  is  responsible  for  the  FBI,  will  play  a  large 
rt  as  the  White  House  decides  whether  to  seek  Sessions' 
iignation.  Meanwhile,  morale  at  the  FBI  is  disintegrating. 
The  new  Attorney  General  will  also  find  herself  in  the 


RENO  WITH  CLINTON:  FIRST  PRIORITY,  THE  FBI? 


middle  of  the  partisan  Iraqgate  imbroglio.  Congressional 
Democrats  want  an  independent  counsel  to  review  the  prose- 
cution of  an  Atlanta  branch  employee  of  Italian  l)ank  Banca 
Nazionale  del  Lavoro  who  made  illegal  loans  to  Iraq.  They 
charge  that  Bush  aides  interfered  to  keep  Washington's  pre- 
war assistance  to  Saddam  Hussein  secret. 

Reno  will  inherit  a  staff  that  may  not  bend  easily  to  a 
new  direction.  During  12  years  of  GOF  rule,  the  senior  career 
ranks  have  been  filled  with  conservative  civil  servants.  For  ex- 
ample, the  Office  of  the  Solicitor  General,  which  represents  the 
government  before  the  Supreme  Court,  is  staffed  mainly  by 
young  Republicans.  Reno  can  even- 
tually replace  the  senior  staff.  But 
meanwhile,  she  may  face  a  lot  of 
bureaucratic  foot-dragging. 
LITTLE  ROCK  CROWD.  After  serving 
15  years  as  Dade  County  State  At- 
torney, dealing  with  law-enforce- 
ment and  prosecutorial  problems  is 
right  down  Reno's  alley.  Dodging 
fi'iendly  fii'e  may  prove  harder.  The 
dual-lawyer  White  House  will  likely 
keep  close  tabs  on  the  Attorney 
General,  who,  unhke  many  other 


top  appointees,  is  a  stranger  to  both  Clintons.  Reno  could  have 
two  of  Hillary  Clinton's  closest  law  partners  from  the  Rose 
Law  Firm  in  Little  Rock  looking  over  her  shoulder:  Web- 
ster L.  Hubbell  is  slated  for  a  top  Justice  Dept.  j^osition— per- 
haps the  No.  3  post— and  Vincent  Foster  Jr.  is  Deputy  White 
House  counsel.  Says  one  Democrat  close  to  the  Clinton  transi- 
tion team:  "Hubbell  may  rub  people  the  wrong  way  if  he 
acts  as  the  eyes  and  ears  of  the  White  House." 

Like  all  Attorneys  General,  Reno  will  have  to  balance  her 
roles  as  the  nation's  top  law-enforcer  and  champion  of  the  Ad- 
ministration's political  goals.  But  before  she  can  even  think 
al)out  her  own  agenda,  she  has  to  clear  away  the  mess  the  Re- 
publicans left  behind. 

Bt/  Catherine  Yang 


IPITALWRAPUPI 


ONGRESS 


klervous  Democratic  congressional 
leaders,  not  jittery  White  House 
:affers,  were  responsible  for  Presi- 
ent  Clinton's  abandonment  of  a  plan 
)  let  House  members  grill  him  direct- 
'  about  his  new  economic  plan.  Clinton 
ad  thought  that  a  parliamentary-style 
uestion  period  might  help  sell  the  tax- 
ad-spending  package.  But  House 
peaker  Thomas  S.  Foley  told  the 
/hite  House  that  he  thought  the  plan 
'as  too  novel  to  try  without  a  lot  of 
lought.  "It's  an  interesting  concept," 
iys  Foley.  "It's  not  something  that's 
oing  to  happen  ...  at  this  time."  The 
iadership's  big  fear:  Republican  fire- 


brands would  seek  to  emljarrass  Clin- 
ton. Using  a  favorite  Washington  delay- 
ing tactic,  Foley  promises  a  study  that 
might  clear  the  way  for  a  Presiden- 
tial appearance  sometime  in  the  indef- 
inite future. 

SPEHINC  

Maybe  the  White  House  proofread- 
er was  one  of  the  jobs  that  dis- 
appeared in  Clinton's  recent  staff  cuts. 
An  announcement  on  the  President's 
meeting  with  Ki  House  members  mis- 
spelled 6  of  the  names.  Among  the 
mangled  monikers:  Representative 
Rosa  DeLauro  (D-Conn.),  who  is  mar- 
ried to  White  House  pollster  Stanley 
Greenberg. 


TRADE 


Although  he  has  lost  his  job  as  chief 
executive  of  American  Express 
Co.,  James  D.  Robinson  III  is  trying  to 
hang  on  as  business'  Mr.  Trade  in 
Washington.  Robinson  is  chairman  of 
the  Advisory  Committee  for  Ti-ade  Pol- 
icy &  Negotiations.  The  committee, 
representing  the  largest  U.  S.  export- 
ers, is  an  advisory  panel  recently  set 
up  by  the  Wliite  House.  He  also  heads 
a  business  panel  that  advises  the  gov- 
ernment on  multilateral  trade-liberaliza- 
tion talks.  The  White  House  and  U.  S. 
Trade  Representative  Mickey  Kantor 
will  make  the  final  decision  on  Robin- 
son's fate. 
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nternational  Business  F~X 


ITALY  I 


THE  CLEANUP 
OF  ITALY  INC. 


The  business-political  alliance  is  over.  What  will  replace  it? 


On  a  cold,  foggy  day  in  Milan  last 
winter,  10  plainclothes  carabini- 
cri  barged  in  on  Mario  Chiesa,  a 
political  hack  who  headed  the  city's  biggest 
public  charity  for  the  elderly.  It  was  a 
sting  designed  to  nab  Chiesa  just  as  he  was 
pocketing  a  $5,000  kickback  from  a  busi- 
nessman. That  evening,  Paolo  Pillitteri,  a 
Socialist  Party  politician  in  Milan,  noted  the 
arrest  in  his  personal  diary:  "I  don't  think 
there  will  be  a  domino  effect." 

Those  words  spoken  by  Pillitteri,  a  for- 
mer Milan  mayor  now  facing  multiple  cor- 
ruption charges,  will  probably  go  down  as 
one  of  the  bigger  misjudgments  of  tlie 
year.  That  first  arrest  12  months  ago,  in 
what  became  known  as  Operation  Clean 
Hands,  has  snowballed  into  the  biggest 
criminal  investigation  in  modern  Italy. 
Scores  of  politicians  are  under  investiga- 
tion for  corruption,  including  34  members 


of  Parliament  and  three  Cabinet  ministers. 

It's  not  only  politicians  who  are  under 
fire.  Also  implicated  are  more  than  200 
businessmen,  from  officials  of  state-con- 
trolled EN  I,  Europe's  No.  2  energy  group, 
to  dozens  of  top  managers  at  blue-chip 
companies  that  form  the  very  heart  of  Ital- 
ian capitalism — auto  giant  Fiat,  chemical 
group  Montedison,  the  Ferruzzi  agricultur- 
al empire,  and  others.  Judges  are  warning 
that  this  may  be  only  the  beginning.  The 
companies  declined  to  comment. 
SYMBOLIC  END.  The  outlines  of  a  new  Italy 
are  uncertain  at  best.  But  beyond  the  dra- 
ma of  the  nightly  television  news,  now 
watched  by  millions  of  Italians  with  the 
same  fascination  and  anger  with  which 
Americans  once  followed  Watergate,  a  pro- 
found transformation  is  taking  place.  The 
tight  collusion  between  politics  and  busi- 
ness that  has  set  Italy  apart  from  its  Euro- 


pean neighbors 
for  almost  four  decades  looks  as  if  it 
been  shattered  permanently.  "An  en 
system,  a  Mafia-style  system,  is  end 
and  it  is  ending  rapidly,"  says  Luciano  I 
etton,  the  managing  director  of  $1.6  lul 
Benetton  fashion  group.  "It's  a  systen 
which  you  had  to  pay  the  political  par 
to  get  work." 

The  symbolic  end  of  that  system  cann 
Feb.  11,  when  former  Prime  Minister 
tino  Craxi  was  forced  to  step  down  a.- 
cialist  Party  chief  in  the  face  of  more  i 
50  charges  of  alleged  corruption  and  al ; 
of  office.  The  autocratic  politician  had  1; 
at  the  epicenter  of  Italian  political  life' 
some  20  years.  He  denies  any  pei>- 
wrongdoing.  Gianni  Di  Michelis,  f(ir 
Foreign  Minister  and  Socialist  Party  1 
cial,  is  also  suspected  of  kickback  sclr 
ing.  He  also  denies  any  wrongdoing.  N"? 


mm 
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»— mieaners  ■»  oeiu 
:lrawn  into  the  sen' 
Zagliari  is  under 
nvestigotion.  Nolli 
nay  be  implicate! 

Michelis  has  b  ifi 
ndicted.  And  whi- 
\gnelli  and  Gard  i  < 
lot  implicated,  soie 
■heir  companies  c  s  i 


izens  of  businessmen  are  testifying  how 
.rty  aides  negotiated  multimillion-dollar 
ckbacks  on  contracts  from  street  clean- 
g  to  nuclear  power  plant  construction. 
Craxi  personified  the  immense  power 
elded  by  Italian  politicians  over  almost 
ery  aspect  of  the  postwar  Italian  econo- 
y.  The  Italian  government,  after  all,  con- 
)ls  a  greater  chunk  of  the  economy — 
Dre  than  50'/'  of  output — than  any  other 
y  Western  industrial  power.  In  Rome's 
^b  are  most  of  commercial  banking,  steel, 
lecommunications,  and  energy — even  ice- 
2am  plants,  groceries,  and  vineyards. 
For  Italian  political  parties,  such  activi- 
is  were  giant  spoils  machines.  Much  of 
e  private  sector — from  Fiat,  the  coun- 
t's largest  industrial  group,  to  small  con- 
ruction  outfits — had  no  choice  but  to 
me  to  terms  with  what  Italians  call  la 
irtitocrozia,  or  rule  by  the  political  par- 
's. Even  though  business  groups  would 
gularly  criticize  government  policy, 
iny  were  in  collusion  with  politicians  to 
t  deals.  "It's  all  been  pure  theater  when 
ilian  companies  attack  the  government," 
ys  Paolo  Bernasconi,  a  leading  Swiss 
iminal  lawyer  who  is  an  expert  on  Italian 
)ney-laundering  in  Switzerland. 
ISTIY  GAME.  The  system  that  kept  the 
tional  machinery  oiled  also  cost  it  dearly, 
directly,  of  course,  Italy's  weakened 
3ra!  climate  has  helped  to  cultivate  orga- 
;ed  crime.  But  the  direct  tab  for  a  coun- 
i  already  burdened  with  huge  public  defi- 
.s  is  enormous,  too.  Just  running  Italy's 
rties  costs  about  $1  billion  a  year.  Actual 
rruption  adds  vastly  more.  A  Turin- 
sed  think  tank  estimates  that  kickbacks 
ice  1980  have  added  as  much  as  $73  bil- 
n  to  Italy's  enormous  public  debt. 
Nothing  better  illustrates  how  business 
ilian  style  has  worked  than  recent  reve- 
ions  about  EN  EL,  the  state-owned  na- 
mal  electricity  authority.  The  second- 
rgest  utility  in  Europe,  Rome-based 
;el  is  also  the  largest  single  purchaser 

natural  gas  in  the  world.  It  employs 
7,000  people  and  wields  a  juicy  $6  billion- 
/ear  annual  capital  investment  budget. 
It  is  also,  as  Operation  Clean  Hands  is 
w  alleging,  a  deep  pit  of  corruption.  Tes- 
nony  of  Valerio  Bitetto,  a  Milanese  So- 
ilist  Party  organizer  who  was  a  leading 
cure  in  ENEL  from  1980  to  1992,  alleges 
at  as  a  company  board  member,  he 
)rked  out  alleged  kickback  schemes  with 
me  of  the  biggest  engineering  groups  in 
irope  on  billions  of  dollars'  worth  of  pow- 
■station  construction.  State-owned  An- 
Ido,  Fiat,  Belleli — a  prominent  Mantua- 
sed  contractor — and  Franco  Tosi,  now  a 
lit  of  Swiss-Swedish  group  ABB  Asea 
■own  Boveri  (Holding)  Ltd.,  are  all  al- 
?ed  to  have  paid  out  millions  of  dollars 

Bitetto  and  officials  from  other  parties, 
at's  engineering  managing  director  con- 
ssed  to  making  kickback  payments.  The 
tier  companies  declined  to  comment. 
According  to  police  records,  the  kick- 


backs were  often  paid  by  foreign  subsidiar- 
ies of  the  com|)anies  concerned  to  confuse 
the  money  trail,  and  proceeds  allegedly 
went  into  numbered  bank  accounts  held 
abroad  by  party  officials  (chart).  The  testi- 
mony of  Bitetto  and  other  ENEL  officials 
has  now  led  to  multiple  arrests. 

It's  a  similar  story  with  dozens  of  big 
public-works  projects.  Roman  and  Milanese 
magistrates  now  believe  that  almost  all  the 
contracts  comprising  the  $11  billion  in  Ital- 
ian road  construction  between  1989  and 
1992  included  kickbacks  of  77-  to  8%. 

Why  has  Italy  Inc.'s  dirty  secret 
emerged  now?  There  have  been  myriad 
scandals  in  Italy  before  Operation  Clean 
Hands.  This  time,  things  are  different. 


The  Columbia  University-trained  Prime 
Minister  is  a  member,  after  all,  of  the  dis- 
credited Socialist  Party  and  has  been  a  key 
Craxi  aide  for  a  decade.  Most  agree  Rome 
will  now  try  to  modernize  Italy's  outmoded 
electoral  laws  and  then  face  voters  in  new 
elections  in  the  next  few  months. 
HARSH  LESSONS.  Meanwhile,  the  revela- 
tions about  the  extent  of  corruption  will  no 
doubt  harm  the  country's  image.  Fiat,  for 
example,  is  already  fighting  to  resist  in- 
creasingly tough  competition  from  rival 
auto  makers.  Its  future  now  depends  on  a 
high-stakes,  $27  billion  investment  on  new 
models  due  to  roll  off  assembly  lines  by 
yearend.  Now,  says  one  senior  Fiat  execu- 
tive in  Turin:  "I'm  really  worried  by  the 


During  the  four  decades  of  the  cold  war, 
Italy,  with  its  homegrown  Communist  Par- 
ty the  largest  in  the  West,  was  oh  the  ideo- 
logical front  line.  A  majority  of  Italian  vot- 
ers supported  a  coalition  of  parties  led  by 
the  anti-Communist  Christian  Democrats 
and  Socialists.  Now,  with  no  communist 
threat,  voters  are  deserting  the  traditional 
corruption-ridden  parties  in  droves. 

Paradoxically,  the  decapitation  of  Italy's 
traditional  postwar  leaders  has  allowed  the 
eight-nionth-old  government  of  law  profes- 
sor Giuliano  Amato  to  pass  some  of  the 
most  far-reaching  legislation  in  decades. 
Without  interference  from  the  parties, 
Amato  is  privatizing  huge  industrial  and  fi- 
nancial properties.  His  deficit-slashing  bud- 
get is  one  of  the  toughest  ever  passed. 

The  next  step  will  be  the  touchiest. 
Amato  is  a  kind  of  Gorbachev  figure,  an  in- 
novator still  attached  to  the  old  system. 


fact  that  countries  and  products  are  usual- 
ly identified.  If  your  country  is  corrupt, 
then  somehow  your  products  are,  too." 

But  cleaning  up  the  mess  will  ultimately 
make  Italy  a  more  open,  and  probably 
tougher,  international  competitor.  That's 
why  many  in  the  Italian  industrial  world 
applaud  the  spreading  investigation.  True, 
it's  a  difficult  time.  Because  of  the  political 
paralysis  caused  by  Clean  Hands,  govern- 
ment spending  has  all  but  dried  up,  just  as 
the  worst  recession  in  20  years  batters  the 
country.  Industrial  unemployment  has 
slumped  by  more  than  Q7'  in  the  past  year, 
while  consumption  is  falling  drastically. 
And  the  political  transition  barely  under 
way  promises  to  be  bruising.  "But  whatev- 
er the  cost,"  says  Stefano  Micossi,  a  lead- 
ing economist,  "these  investigations  must 
go  on."  Italy  can  only  benefit. 

By  John  Rossant  in  Milan 
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GERMANY  I 


GERMANY'S  MIGHTY  UNIONS 
ARE  BEING  FORCED  TO  BEND 


Recession  and  reunification  usher  in  an  era  of  painful  concessions 


F 


lor  years,  I.  G.  Metall,  Germany's 
largest  lal)or  union,  has  charged 
ahead,  capturing  some  of  the  most 
generous  labor  pacts  in  the  industrial- 
ized world.  Its  members  boast  the  short- 
est-ever  workweek  while  banking  fat 
paychecks.  Now,  with  German  industry 
in  deep  recession,  I.  G.  Metall  i-eps  in 
well-tailored  suits  are  struggling  to  de- 
fend a  26'/  wage  hike  in  eastern  Germa- 
ny, part  of  a  1991  deal  to  bring  wages  to 
Western  levels  liy  19!)4. 

But  the  wage  battle 
has  taken  a  curious 
twist.  While  east  Ger- 
mans are  keen  for  high- 
er pay,  more  and  more 
of  them  are  starting  to 
fear  that  such  a  colos- 
sal increase  will  Ijank- 
rupt  luuch  of  their  in- 
dustry, throwing  thous- 
ands out  of  work.  "I 
don't  understand  the 
union.  Economically,  we 
can't  survive  a  26'a 
wage  increase,"  com- 
plains Klaus  Axmann, 
chairman  of  the  work- 


ers' council  at  Montagewerk  Leipzig,  an 
engineering  firm.  Bets  are  that  I.  G. 
Metall  will  not  get  much  more  than  the 
employers'  offer  of  9'/'' — ^just  enough  to 
cover  inflation  in  eastern  Germany. 

The  creeping  insurrection  in  east  Ger- 
many is  just  one  of  many  cracks  sudden- 
ly appearing  in  Germany's  powerful  la- 
bor movement.  Recession,  global 
competition,  and  the  costs  of  reunifica- 
tion are  forcing  German  workers  to  ac- 
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cept  painful  concessions.  Spurring  tl 
change  is  fierce  competition  from  As 
and  Eastern  Europe.  Many  German  cor 
panies  find  they  can't  compete  becau; 
they're  hamstrung  by  the  world's  hig 
est  labor  costs  (table)  and  laws  that  lim 
shifts  and  forbid  weekend  work. 

That  message  is  ringing  alarms 
Bonn.   A   worried   Chancellor  Helmi 
Kohl  is  already  making  competitivene: 
a  key  goal  to  help  fix  the  economy  b 
fore  the  1994  elections.  He's  lobbyir 
hard  for  a  solidarity  pact  that  deman( 
wage  moderation  from  the  unions  in  e 
change  for  limited  subsidies  for  stru 
gling  east  German  industry. 
WRENCHING.  It's  not  the  first  setback  f( 
uniiins  in  postwar  Germany.  But  it  he 
aids  the  biggest  threat  so  far.  GermE 
industry  is  facing  a  wrenching  restru 
turing  that  could  cut  hundreds  of  tho 
sands  of  jobs.  One  example  is  Daimk 
Benz,  which  plans  layoffs,  a  radical  co 
porate  overhaul,  and  moving  some  pr 
duction  to  sites  outside  of  Germany, 
turn,  union  influence,  notably  that 
I.  G.  Metall,  will  wane.  "Their  hands  a: 
tied,  just  like  the  British  trade  unions 
the  1970s,"  says  Rainer  Veit,  senii 
economist    at    Deutsche  Bank 
Frankfurt. 

Labor's  maneuvering  room  is  gettii 
smaller  and  smaller.  In  January,  tl 
powerful  public  workers'  trade  unio 
OTV,  agreed  to  a  '37'  wage  hike — dov 
from  an  initial  demand  of  5.57'  and  nee 
ly  half  the  previous  year's  settlement. 
Baden-Wiirttemberg.  I.  G.  Metal!  has  ( 
fered  to  give  back  nearly  half  of  a  c 
pay  increase  to  neutralize  a  one-hour  c 
in  the  workweek,  to  36  hours.  And  sta1 
owned  Lufthansa  set  a  surprising  pre( 
dent  last  September  when  workers  ov( 
rode  union  objections  and  accepted  or 
time  pay  cuts  to  avoid  job  losses. 

In  eastern  Germany,  many  compani 
are  refusing  to  join  employers'  assoc 
tions — which  would  bind  them  to  bro 
wage  agreements — leaving  them  free 
cut  their  own  deals  with  workers. 

Saxony,  for  example, 
out  of  480  compani 
have  left  the  associati 
of  metal-  and  electric 
industry  employe! 
And    last   June,  II 
yanked  17,500  of  : 
24,500  workers  out  oi 
national  labor  contn 
with  I.  G.  Metall 
splitting  up  its  Germ 
company  into  four  se|  ■ 
rate  subsidiaries. 

Big  German  unios 
face  another  challene 
from  the  East.  The  cV 
ployer's  association 
lobbying    for  esc:i 
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clauses  that  allow  sick  companies  to  by- 
pass wage  agreements  and  negotiate  in- 
dividual contracts  with  their  workers. 
Already,  management  and  labor  unions 
are  looking  the  other  way  as  dozens  of 
east  German  companies  pay  less  than 
the  contract  wage.  "If  the  union  agrees 
to  escape  clauses  [in  a  contract],  it  will 
be  a  huge  turning  point — a  systemic 
change,"  says  Glaus  Schnabel,  senior 
economist  at  the  Institute  for  the  Ger- 
man Economy  in  Cologne. 

And  while  their  rhetoric  remains  blus- 


tery, union  leaders  admit  privately  that 
they  must  adapt  to  far-reaching  struc- 
tural changes  in  German  industry  that 
include  big  job  cuts.  "We  have  to  think 
again  about  the  welfare  state  that  we 
have  built,  which  is  starting  to  look 
like  an  exception  in  global  markets,'' 
says  Wolfgang  Schroeder,  a  strategic 
adviser  to  I.  G.  Metall.  If  their  vision  is 
that  clear,  Germany's  unions  may  well 
retain  their  powerful  voice  into  the  next 
century. 

Bjl  Gail  E.  SiIkiits  in  Bomi 


JAPAN  I 


U.S.  INSURERS  START 
MAKING  NOISE  IN  JAPAN 


Sick  of  waiting  for  deregulation,  they  want  market  access  now 


aurice  Green- 
lierg  clearly 
[recalls  his 
conversation  last  win- 
ter with  Shoichiro 
Toyoda,  chairman  of 
Toyota  Motor  Corp. 
With  American  Inter- 
national Group  Inc. 
selling  insurance  in  Ja- 
pan for  the  past  4(i 
years,  why,  the  .ak; 
chairman  asked, 
couldn't  he  peddle  auto 
policies  through  Toyo- 
ta's domestic  dealer 
network  as  Japanese 
insurance  comi)anies 
do?  Toyoda  arranged 
some  meetings  be- 
tween Toyota  officials 
and  But  the  effort 
came  to  naught.  "They 
finally  told  us  their 
current  insurers 
wouldn't  understand," 
Greenberg  says.  A  spokesman  for 
Toyota  says  that  its  dealers  decide  which 
insurers  to  use. 

For  decades,  U.  S.  and  Euroj)ean  un- 
derwriters have  accepted  such  explana- 
tions. Not  that  they  had  much  choice. 
Amid  severe  government  conti'ols  and 
tight  kciretsii  ties  that  have  kept  most 
of  the  business  in  the  hands  of  a  few 
firms,  foreigners  have  capturefl  less 
than  3'/'  of  Japan's  $390  billion-a-year 
insurance  market.  But  with  the  Finance 
Ministry  now  studying  deregulation  of 
the  insui'ance  industry,  foreigners  are 
going  on  the  offensive.  Says  Greenberg: 
"The  time  for  action  has  arrived."  The 
clamor  in  Tokyo  is  causing  ears  to  prick 
up  in  Washington,  where  the  Clinton  Ad- 


ministration is  preparing  a  broad  push 
for  greater  foreign  access  to  Japan's 
$1.5  trillion  service  sector. 

Greenberg  joined  James  D.  Robinson 
III  of  American  Express  Co.  at  a  U.  S.- 
Japan Business  Council  meeting  in  To- 
kyo Feb.  14-16  to  complain  that  the  coun- 
try's financial  markets  still  are  largely 
off  limits.  And  no  market  remains  as 
closed  as  insurance.  U.  S.  Trade  Repre- 
sentative Mickey  Kantor  recently  added 
it  to  an  official  list  of  grievances  against 
Tokyo.  The  industry  wants  Washington 
to  start  raising  the  insurance  issue  in  all 
bilateral  economic  talks  with  Japan. 

A  look  at  the  numbers  shows  how  re- 
stricted the  market  is.  In  the  fiscal  year 
ended   last  March,  Japanese  property 


and  casualty  insurance  premiums  tot 
$7(i  billion,  while  those  for  life  insuri 
came  to  $318  billion.  That  makes  Jit 
the  world's  largest  life-insurance  mat 
and  second-largest  property-casuj 
market.  Yet  foreign  insurers  have 
3'A  of  Japan's  property-casualty  busi 
and  1.97'  of  its  life  premiums.  Says 
senior  Clinton  Administration  off 
"There  are  large  U.  S.  insurance  co 
nies  with  successful  operations  thro 
out  the  world  who  can't  get  in." 

Foreign  insurers  blame  the  kei) 
system  of  cress-shareholdings  and  c 
cozy  corporate  ties  for  many  of 
woes.  .A.1G  contends  that  987  of  the  ( 
alty  insurance  bought  by  Mitsu 
Group  companies,  for  example,  is  ui 
written  by  keiretsu  member  Tokio 
rine  &  Fire  Insurance  Co.  And  mu( 
the  auto  insurance  sold  through  Tc 
dealers  is  written  by  two  compani( 
which  the  carmaker  is  a  major  s' 
holder.  "We're  probably  the  larges 
dustrial   insurer  in   the  world," 
Greenberg.  "But  we've  never  been 
to  penetrate  that  sector  here." 
BEING  DEMANDING.  Overregulation 
helps  keep  new  competitors  at  bay. 
Finance  Ministry  controls  rates  and 
specifications  for  policies  that  are 
dard  across  the  industry.  That  it 
newcomers  can't  use  price  cuts  or 
vative  product  design  to  woo  castor 

What  riles  the  foreigners  even  m( 
the  Finance  Ministry's  response  to 
pleas  for  deregulation.  Instead  of  ta 
ing  the  life  and  property-casualty 
t(jrs,  the  ministry  seems  set  on  ini 
deregulating  the  "third  area,"  \ 
falls  somewhere  in  between.  That  aiS 
largely  ignored  by  the  big  domestiii 
derwriters,  but  .\Ki,  American  F; 
Life,  and  a  few  others  have  earnei  i 
sums  selling  accident,  sickness,  nuin 
care,  and   hospitalization  covera^ 
consumers.  Amounting  to  only  12 
the  market,  this  sector  accounts  foi'i' 
of  the  foreigners'  Japanese  businr 

Japanese  insurers  say  the  foreiu 
complaints  are  sour  grapes.  Says  H 
Yoshida,  special  aide  to  Mitsui  Mr. 
Chairman  Takeru  Ishikawa:  "Greenei 
sail  brags  about  .MG's  efficiency 
limited  number  of  people  and  slim  ■ 
nization.  Their  service  to  Japanese  i 
try  isn't  sufficient."  Americans 
heard  this  line  before.  But  in  Greei 
the  Japanese  are  encountering  a 
lenger  with  more  moxie  than  many 
U.  S.  ("Kos.  "We're  going  to  hold  > 
feet  to  the  fire  and  demand  changt 
says.  If  President  Clinton  goes  to  b 
(Jreenberg  and  his  colleagues,  may  I' 
Ijan's  big  insurers  will  start  lookir 
coverage  themselves. 

Bjl  Robvti  Ncff  i)i  Toki/o.  inth  D< : 
Htirlirvclil  III  Wiish nif/ton 
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Rockwell  cuts  costs 

for  NASA's  frequent  flyers 

by  more  than  20  percent. 


Continuous  Process 
Improvement  saves  millions 
on  Space  Shuttle  operations 
and  main  engines. 


Whether  it's  helping  NASA 
prepare  the  Rockwell-built  Space 
Shuttle  for  flight,  or  producing  its 
main  engines,  it  takes  innovative 
management  to  reduce  costs  while 
maintaining  quality.  From  factory 
to  launch  pad,  Rockwell  gives  NASA 
more  for  its  money  through 
Continuous  Process  Improvement, 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people 
to  seek  better  ways  to  help  all  their 
customers  succeed.  Whether  it's 


cutting  an  avionics  production  cycle 
by  68  percent.  Giving  commercial 
printers  a  pinless  folding  system 
that  reduces  paper  waste.  Or  em- 
ploying simultaneous  engineering 
to  produce  a  complex  truck-hood 
assembly  in  half  the  time, 

Rockwell  continuously  seeks 
better  ways  to  perform  for  its 
customers.  Boosting  our  leader- 
ship in  the  Electronics,  Aerospace, 
Automotive  and  Graphics  markets 
we  serve. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE  /  GRAPHICS 


nternational  Outloo 


CLINTON  BEARS  DOWN  ON 

A  FOREIGN  ISSUE:  AMERICAN  JOBS 


EDITED  BY  STANLEY  R' 


Mickey  Kantor  may  have  traded  his  title  as  Bill  Clin- 
ton's campaign  chairman  for  the  new  role  of  U.  S. 
Ti'ade  Representative,  but  the  intersection  of  politics 
and  economics  is  never  far  fi'om  his  mind.  These  days,  Kantor 
routinely  ends  meetings  by  exhorting  aides  to  remember  the 
man  on  the  street.  "How  are  you  helping  his  kids,  keeping  his 
job  secure,  finding  him  a  job?"  Kantor  asks. 

Such  concerns  are  pushing  the  Administration  into  formu- 
lating tough  trade  policies.  For  Clinton's  people,  a  key  foreign- 
policy  objective  will  be  creating  jobs  in  the  l".  .S.  by  opening 
up  such  shuttered  markets  as 
Japan  and,  to  a  lesser  extent. 
Europe.  "National  security  will 
be  defined  a  lot  less  in  terms  of 
tanks  and  bullets  and  more  in 
terms  of  economic  strength," 
notes  one  senior  Administration 
official. 

What  the  Clintonites  really 
want,  of  coui'se,  is  to  brandish  a 
big  stick  they'll  never  have  to 
use.  They  would  like  to  scare 
open  foreign  markets,  not  cIom 
off  domestic  ones.  So  they  an 
coming  out  i)laying  Mr.  Macho. 
RICE  CURTAIN,  fokyo,  whose  Jan- 
uary trade  siu'plus  with  the  U.  S. 
surged  21%,  to  $2.95  billion,  is  sure  to  be  the  main  target. 
Despite  Japanese  protests,  Clinton  aides  still  support 
reviving  the  Super  .301  mechanism,  which  calls  for  tariffs  and 
quotas  to  punish  countries  deemed  to  employ  unfair  trade 
practices.  Kantor  and  Commerce  Secretary  Ronald  H.  Brown 
are  also  intrigued  by  the  recommendations  of  a  U.  S.  trade 
advisory  panel  composed  of  chief  executives  of  leading 
U.  S.  exporters.  Its  Feb.  11  report  urges  the  Administration 
to  negotiate  specific  percentage  targets  for  U.  S.  goods  in 
certain  Japanese  markets— a  la  the  existing  semiconductor 
agreement.  Already,  Kantor  is  readying  a  slew  of  market- 


WATANABE  WARNED:  TOKYO'S  SURPLUS  IS  A  TARGET 


opening  initiatives  on  everything  fi'om  insurance  to  helicopt 
(page  56). 

Despite  the  new  edge  to  U.  S.  trade  policy,  the  Feb. 
meeting  between  U.  S.  officials  and  Japanese  Foreign  Minis 
Michio  Watanabe  was  amiable  enough.  But  that  may  h 
been  just  a  brief  respite.  Noboru  Hatakeyama,  a  top  Japan 
trade  official,  suggests  that  Tokyo  might  retaliate  if  the  t 
were  to  single  out  Japan  for  any  Super  301  violations.  L 
trade  officials  agi'ee  with  trade  hawks  who  say  the  threa 
hollow.  "What  are  they  going  to  do,  close  their  markets 
U.  S.  goods?"  scoffs  Kevin  Kearns 
the  Economic  Strategy  Institute. 
FRENCH  MOANS.  If  Japanese  offic 
are  worried,  Eurocrats  are  bes 
themiselves.  In  a  Feb.  11  meeting, 
ropean  Community  Trade  Minister 
Leon  Brittan  clashed  with  Kantor  c 
U.S.  moves  to  slap  duties  on  Eu 
pean  steel  and  to  penalize  Europe 
l)arriers    to    purchases    of   ton , 
telecommunications  ecjuipment.  'i 
loudest  moans  are,  of  course,  con-i 
from  highly  protected  France,  wlr 
officials  wori-y  that  Clinton  is  goinjt 
launch  a  new  offensive  on  Europa 
agricultural  supports  and  state-fin;  - 
ing  for  Airbus. 
There  are  dangers  in  this  hard-line  approach.  The  C; 
tonites  could  be  making  a  serious  miscalculation,  undertt 
mating  European  and  Japanese  ability  to  retaliate,  id 
it  looks  as  though  U.  S.  trading  partners  are  going  to  hav  t 
get  used  to  a  tough-talking  Administration  determinect 
create  and  protect  U.  S.  jobs.  When  Clinton  was  asked  ae 
his  meeting  with  Watanabe  if  he  would  press  ahead  to  c€ 
the  Japanese  market,  the  President  smiled  and  said,  "Tlf 
my  job." 

By  Douglas;  Harbrecht  in  Washington,  with  Karen  L( 
Miller  in  Tokyo  and  Steumrt  Toy  in  Paris 


GLOBAL  WRAPUP I 


REVERSE  ARMS  RACE 


The  U.  S.  wants  Europe  to  take  more 
responsibility  for  its  security,  but 
the  Europeans  are  cutting  their  armed 
forces  back  fast.  Cerman  Chancellor 
Helmut  Kohl  is  thinking  about  paring 
German  forces  from  370,000  to  300,000, 
and  Belgium  plans  to  slash  its  army 
in  half,  .by  40,000.  The  Belgians  also 
will  hold  a  fire  sale  of  more  than  half 
t!  "  armed  forces'  rolling,  flying,  and 
flo  'ting  stock.  And  the  Dutch  are  look- 
ing at  a  44%  reduction  in  their  mili- 
tary's size. 

Like  the  U.  S.,  these  countries  are 
after  a  peace  dividend.  Problem  is, 
they're  probably  still  l)anking  on  the 


U.  S.  to  take  up  the  slack.  But  the  Eu- 
ros are  making  these  moves  at  a  time 
when  Congress  and  U.  S.  voters  will 
be  in  no  mood  to  keep  spending  big  to 
protect  allies  who  won't  pay  their 
share.  NATO  sources  believe  the  U.  S. 
may  wind  up  cutting  its  forces  to  as 
low  as  .50,000  to  75,000  from  the  pre- 
sent 205,000.  The  cutbacks  could  strain 
NATO  resources  at  a  time  when  the 
U.  N.  seems  to  be  finding  it  more  and 
bigger  peacekeeping  roles. 

BIG  MAC  VS.  SACRED  COWS  

I  ews  that  the  Cabinet  of  Prime 
Minister  P.V.  Narasimha  Rao  had 
approved  an  application  by  McDonald's 
Corp.  to  open  20  restaurants  in  India 


set  off  a  storm  of  criticism  from  Hii  i 
rightist  parliamentarians.  These  p 
ticians,  who  have  become  a  parti i- 
larly  potent  force  recently,  woiy 
that  McDonald's  will  serve  beef— an; 
ema  to  fervent  Hindus,  who  hold  ca- 
sacred. 

Rao's  government  is  interested 
McDonald's  bringing  its  agribusin 
knowhow  to  India— in  everything  fr . 
potato  farming  to  poultry  raising.A 
McDonald's  spokesman  in  the 
says  the  chain  won't  serve  beef 
India.  Meanwhile,  the  French  govt 
ment  has  nixed  a  plan  to  put  a  ' 
Donald's  near  the  Eiffel  Tower  foi-  lii 
that  a  foreign  fast-food  outlet  wo^d 
mar  this  cultural  icon. 
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mm  A  DOUBLE  SHAKE 
IND  A  LARD  ON  WHITE 


orget  'lite'  food — consumers  are  yearning  for  salt,  sugar,  and  fat 


rired  oi'  going  to  the  supermarket 
and  seeing  hundreds  of  processed 
foods  labeled  "lite,"  "healthy," 
)w-fat,"  and  "sodium-free?"  Take 
!art.  and  check  out  some  of  the  new- 
•  offerings.  Many  spoi't  lite-free  names 
ich  as  Chocolate  Macadamia, 
)()kie  Dough  Dynamo,  or  Roast- 
I  Honey  Nut. 

Health  claims?  Forget  it.  Examine  the 
gradients  of  Haagen-Dazs  Co.'s  new 
•iple  Brownie  0\'erload  ice  cream, 
id  you  find  a  catalog  of  every- 
ing  that  makes  life  worth  liv- 
g:  fi'esh  cream,  sugar,  chocolate  liquor, 
itter,  pecans,  egg  yolks.  Oh,  yes— 
ere's  skim  milk,  too. 
Is  fat  back?  Ever  cagey,  marketers 
en't  openly  urging  consumers  to  pig 
it  anew.  But  in  ads  and  labels,  words 
,ch  as  "real"  and  "rich"  are  popping  up 
ore  often.  Says  Lawrence  K.  Hath- 
vay,  president  of  the  Best  Foods  gro- 
ry-products  division  at  CPC  Interna- 
)nal  Inc.:  "There  is  definitely  a  trend 
ward  the  full-flavored  foods." 
Pull  flavor  often  means  plenty  of  salt, 
gar,  and  fat.  CPC's  new  Roasted  Honey 
ut  Skippy  peanut  butter  has  more 
an  4%  of  the  market.  Fat  per  serving 
the  chunky  version:  32  gi'ams,  or  72% 
calories.  The  six  rich  new  ice  creams 
unched  in  Haagen-Dazs's 
Ixtraas"  line  have  in 
eased  the  company's 
illar  share  of  the  ice 
earn  market  from 
n  to  7.9%.  Over- 
,  Haagen-Dazs's  ice 
eams  outsell  its 
•tter-for-you  frozen 
gurt  13  to  1. 

iRVOUS  HUNGER.  Meanwhile, 
arketers'  zeal  for  making 
■alth  claims  for  new  products 
ebbing.  According  to  Tom 
-erhile,  executive  editor  of 
e  research  firm  Marketing 
telligence  Service  Ltd.,  prod- 
ts  claiming  to  have  no  or 
cholesterol  dropped  to 
.9%  of  total  introductions  in 
92  from  14.1%  in  1991.  Prod- 
is claiming  to  have  no  or 
A'  saturated  fat  dropped  to 


1.4%  from  2%.  And  ac- 
cording to  the  Ycuikt'lo- 
vicli  Monitor  survey  of 
consumer  trends  from 
1990  through  1992,  the 
percentage  of  people 
who  nosh  frequently  on 
salty  snacks  rose  to 
45%  from  40%.  Rice 
cakes,  that  stark  sym- 
bol of  unflavor,  di'ooped 
three  points. 

So  why  is  fat  regaining  favor?  Call 
it  a  sign  of  nervous  times.  "In  a  [period 
of  increasing  stress,  consumers  are  plac- 
ing emphasis  on  comfort  foods,"  says 
Judith  Langer,  president  of  Langer 
Associates,  a  New  York  mar- 
ket-research firm.  The  sight 
of  President  Clinton  chow- 
ing  down  at  McDonald's 
proi)aI)ly  helps,  too.  And 
after  a  decade  of  grimly 


CETING 


THE  FAT  IS  BACK 


HAAGEN-DAIS  New  super-rich  "Extraas"  line  has  raised 
company's  market  share  from  5.9%  to  7.9% 

PEPPERIDGE  FARM  Its  new  "soft-baked"  cookies,  with 
about  40%  of  calories  coming  from  fat,  are  already  the 
third-biggest  line  for  the  company 

SKIPPY  Rolled  out  in  1 992,  Roasted  Honey  Nut  peanut 
butter  has  grabbed  more  than  4%  of  its  market 

WENDY'S  New  Wendy  Melt  and  Dave's  Deluxe  sand- 
wiches— both  overloaded  versions  of  a  cheeseburger — 
outsell  grilled  offerings  3  to  1 


gnawing  on  health  foods,  many  ai'e 
yearning  for  the  real  thing.  "If  I  eat 
something  1  can't  enjoy,  like  all  this  light 
stuff,  then  why  eat  anything  at  all?" 
says  Stephen  Bookspan,  a  23-year-old 
owner  of  The  Cartoon  Saloon,  a  Manhat- 
tan bar. 

Marketers  are  also  aware  of  slowing 
sales  for  products  that  jumpefl  aboard 
the  health  bandwagon.  ConAgra  Inc.'s 
Healthy  Choice  line  of  frozen  low-fat  and 
ow-sodium  dishes,  for  example,  has 
floundered  amid  price  wars.  Frito-Lay 
Inc.  is  reporting  "marginal  to  disajjpoint- 
ing"  sales  of  its  light  versions  of  Cheetos 
and  Doritos.  "Peoi)le  are  not  willing  to 
compromise  on  flavor,"  says  Dwight  Ris- 
key,  vice-president  for  new  products. 

Campbell  Soup  Co.,  too,  has  learned 
that  consumers  don't  always  live  up  to 
their  own  best  inten- 
tions. Its  low-sodium 
soups  have  lagged  be- 
liind  its  "traditional  cat- 
egories." So  what's  hot 
in  SOU})?  Cream  of  broc- 
coli, launched  in  1991,  is 
Campbell's  best-selling 
flavor  in  35  years— with 
7  grams  of  fat  a  serv- 
ing. At  Campbell's 
Pepper idge  Farm  Inc. 
unit,  a  new  line  of  no- 
calories-barred  soft- 
baked  cookies  is  off  to  a 
brisk  start,  with  two  of 
the  three  varieties 
among  the  com])any's 
10  best-selling  cookies. 
PIZZA  HIT.  Grocery 
stores  aren't  the  (inly  places  taking  on 
extra  poundage.  Wendy's  International 
Inc.  is  rolling  out  new  sandwiches  al- 
most every  month  that  combine  cheese, 
fried  onions,  and  fried  chicken  or  ham- 
burger. Such  weighty  offerings  outsell 
the  fast-food  chain's  grilled  chicken  .sand- 
wiches almost  3  to  1.  At  Pizza  Hut,  a 
brand-new  item  is  Steak  Lover's  Pizza. 
"It's  doing  much  better  than  vegetarian 
pizza,"  says  Bob  Perkins,  senior  vice- 
president  for  marketing. 

Ti'ue,  marketers  are  hardly 
abandoning  low-fat  or  low-cho- 
lesterol foods.  After  all,  the 
market  is  now  worth  an  esti- 
mated $12  l)illion,  according  to 
Packaged  Facts  Inc.,  a  New 
York  research  firm.  But  more 
and  more  companies  are  busy 
stocking  the  larder  with  richer 
fare  to  lure  the  shoppers  who 
have  seen  the  "lite"— and  didn't 
like  it. 

By  Sunita  Wudekar  Bltarga- 
ra  in  New  York,  with  bureau 
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Fade  in:  a  cavernous  and 
eerily  empty  airplane  factory. 
Workers  file  out,  heads  domi 
as  they  surrender  their  ID 
cards  to  a  security  guard. 

Cut  to:  a  row  of  houses  with 
'For  Sale'  signs.  Intones  the 
newscaster:  "It's  the  end  of  a? 
era  today,  as  the  aerospace 
company  shut  its  last  plant... 


B 


oeing  Co.  itself  filmed  this  fit 
newscast  in  1990  as  an  apocaly^,( 
warning  to  its  employees  of  w' 
the  future  would  hold  unless  the  com 
ny  found  the  courage  to  change, 
ward  off  that  fate,  Boeing  is  mo\ 
with  atypical  urgency  to  remake  its 
It's  hammering  into  every  employee 
need  to  become  more  agile,  cost-( 
scious,  and  responsive.  At  stake,  ex( 
tives  feel,  is  Boeing's  very  survival.  " 
want  to  make  sure  we're  in  the  ph( 
liook  10  years  from  now,"  says  Boeir 
new  president,  Philip  M.  Condit. 

These  days,  Boeing  doesn't  neei  i 
phony  newscast  to  motivate  its  emply 
ees— the  real  news  is  had  enough.  Alii 
announcing  in  January  plans  to  cut  i 
duction  by  35%,  Boeing  will  reduce 
work  force  by  28,000  by  June,  1! 
About  10,000  jobs  were  eliminated. 
1992.  Boeing's  stock  price,  around  34i! 
at  a  three-year  low.  Its  customers,  « 
world's  airlines,  have  just  turned  in  n 
other  horrendous  year.  Losses  for  k 
I)ast  three  years  total  $9  billion  in  i( 
U.  S.  alone.  Strapped  for  cash,  those  r 
ines  have  already  deferred  more  tii 
$1.5  billion  in  spending  on  jets. 

Now,  Boeing's  Ijiggest  customer,  Uft 
ed  Aiidines  Inc.,  is  preparing  furt's: 
cuts,  including  the  possible  cancellafji 
of  nearly  50  planes.  That  will  furte 
erode  Boeing's  backlog,  which  slid  H 
)illion  last  year,  to  $82.6  billion,  y'n 
the  bulk  of  the  cuts  will  be  wheru 
hurts  most:  for  deliveries  in  1993,  M 
and  '95.  From  a  high  of  39.5  airplamil  i 
month  last  summer,  Boeing  will  sM! 
)rofluction  to  just  21  by  mid-1994  (ch;t 
COZY  QUARTERS.  Surviving  the  wcs 
airline  slump  ever  will  be  diffiil 
enough.  But  what  really  worries  hf 
ing  is  that  the  commercial-airplane  in 
try  is  in  the  midst  of  vast,  see 
changes  that  could  endanger  Boei 
prospects  10  and  20  years  into  the 
ture.  Dominant  U.  S.  companies  in  h 
industries  as  shipbuilding,  machine  tdl; 
and  textiles  have  watched  their  mate 
share  slip  away.  Jet  aircraft  coulcb 
next,  they  woi-ry.  And  it's  not  just  est 
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ng  competitors  they  fear  either.  In  1991, 
Boeing  executives  visiting  Japan  heard 
5iji  Toyoda,  CEO  of  Toyota  Motor  Corp. 
>ay:  "We're  in  the  transportation  husi- 
less.  It's  our  destiny  to  be  in  the  air- 
)lane  business."  That  scary  promise  is 
■.till  ringing  in  the  hallways  of  Seattle. 
?ays  Boeing  Commercial  Airplane  Group 
^resident  Dean  D.  Thornton:  "We  are 
ledicated  to  not  doing  what  IBM,  Sears 
loebuck,  and  General  Motors  have 
lone— which  is  get  to  the  top,  be  the 
)est,  and  then  get  fat  and  lazy." 

So  Boeing  is  in  the  process  of  radical- 
y  reinventing  itself.  Every  aspect  of 
lesigning  and  building  an  airplane  is 
hanging.  After  years  of  keeping  its  de- 
ign processes  top  secret,  the  manufac- 
urer  now  provides  office  space  in  its 
77  building  for  key  representatives  of 
Jnited  and  Japan  Airlines 
jO.,  among  others.  By 
vorking  side  by  side,  Boe- 
ng  executives  believe  they 
an  better  anticipate  their 
ustomers'  needs  and  avoid 
■xpensive  redesigns  later. 
HE  KREMUN.  Boeing  is  also 
triving  to  make  its  manu- 
acturing  faster,  cheaper, 
.nd  more  efficient  by  mov- 
ng  toward  just-in-time  in- 
entory.  And  every  pos- 
ible  production  step  is  being 
treamlined.  For  the  737,  for  instance, 
Joeing  aims  to  cut  its  production  cycle 
0  six  from  13  months.  Overall,  the  goal 
3  to  lower  costs  25%  to  30%  by  2000. 

Wholesale  reform  is  needed,  most  em- 
)loyees  agree.  But  Boeing  has  resisted 
uch  well-meaning  efforts  before.  This 
ime,  though,  the  airline  crisis  is  driving 
he  changes.  Having  the  best  planes  is 
10  longer  enough.  From  now  on,  with 
irlines  in  financial  distress,  Boeing  and 
Ls  government-subsidized  archi-ival,  Air- 
lus  Industrie,  will  do  battle  mainly  on 
)ricing  and  financing.  "Our  ability  to 
>roduce  a  high-quality,  reliable  product 
.t  a  price  that  is  attractive  has  become 
nuch  more  important,"  says  Condit. 

Such  a  willingness  to  reexamine  eve- 
y  tenet  of  its  business  is  not  typical 


Widebody 
painting  time 
has  been  cut 
from  seven 
days  to  three 


of  Boeing.  Its  management 
style,  born  in  the  era  of 
World  War  II  military  pro- 
duction, has  been  hierar- 
chical, rigid,  secretive.  "We  used  to  refer 
to  them  as  the  Kremlin,"  laughs  UAL 
Corp.  President  John  C.  Pope.  "Now, 
they  have  a  much  more  open  attitude." 

Frank  A.  Shrontz,  a  quiet  Idahoan 
and  former  Pentagon  official  who  be- 
came Boeing's  chairman  in  1988,  is  the 
instigator  of  the  revolution.  He  initiated 
a  series  of  study  missions  to  Japan  in 
1990  and  '91.  These  weren't  the  usual 
junkets  for  middle  managers.  Shrontz 
insisted  that  100  top  executives  go.  Be- 
fore leaving,  each  had  to  digest  18  fat 
books  on  Japanese  (luality.  Each  of  the 
eight  teams  spent  two  weeks  visiting 
"world-class"  companies,  including  Toyo- 
ta, NEC,  Nippon  Steel,  and  Komatsu. 

Once-skeptical  managers  returned  in 
awe.  The  trick  was  to  pass  on  to  the 
rest  of  Boeing's  employees  what  the  del- 


'94  '95  '91 

'   EST.  '       A  MIlllONS  Of  OOlURS 
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egations  to  Japan  learned.  So  Boeing 
executives  designed  a  course  to  train 
the  next  tier  of  managers.  Called  "Man- 
aging for  World-Class  Competitiveness," 
the  four-day  course  is  designed  to  en- 
courage iimovation  and  efficiency  in  eve- 
ry area— from  accounts-receivable  to 
metal-bending.  Each  manager  teaches 
his  immediate  subordinates,  in  what's 
known  as  a  "cascade  training"  approach. 
Boeing  has  already  taught  the  course 
to  some  15,000  managers,  and  this  year 
it  plans  to  teach  it  to  every  remaining 
employee,  including  the  43,000  on  its 
factory  floors. 

'BIG  TIME.'  Those  lessons  have  already 
made  their  way  to  one  of  Boeing's  most 
imjjortant  projects,  its  new  777  jetliner. 
Alan  Mullally,  who  succeeded  Condit  as 
head  of  the  777  program,  is  a  big  pro- 
moter of  "customer  focus."  A  boyish  ex- 
ecutive prone  to  exclamations  such  as, 
"This  is  big  time!"  Mullally  loves  to  re- 
late the  outrageous  demands  of  airline 
customers:  They  wanted  a  plane  in 
which  the  galleys  and  lavatories,  pipes 
and  all,  could  be  relocated  almost  any- 
where in  the  plane's  cabin,  within  hours. 
When  customers  first  expressed  the 
wish  for  such  flexibility,  Mullally  re- 
sponded: "You  want  to  do  ivhai?"  But 
in  May,  1995,  when  the  first  777  rolls  off 
the  production  line,  its  owners  will  be 
able  to  rearrange  a  plane  within  hours, 
configuring  it  with  one,  two,  or  three 
classes  to  fit  the  market  at  the  time. 

The  revolution  is  also  under  way  in 
Boeing's  Renton  Division,  where  the  737 
and  757  naiTowbodies  are  made.  That  di- 
vision's general  manager,  Ronald  B. 
Woodard,  boasts  that  he  came  back  fi'om 
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Jai>an  "a  cycle  time  junkie."  It  was  he 
wlio  first  insisted  that  Boeing  could  liuild 
a  plane  in  only  six  months.  Officially, 
the  target  is  1998.  Woodard  thinks  he'll 
get  there  in  1996.  By  streamlining  proce- 
dures he  has  already  cut  five  days  out  of 
the  assembly  time  for  the  787  and  nine 
days  for  the  757.  Airbus  is  watching. 
"Six  months  is  a  tall  order.  If  Boeing 
can  do  that  while  maintaining  (luality 
standards,  it  would  lie  a  breakthrough," 
says  an  Airbus  official  in  France. 
JUSMN-TIME.  Among  Woodarrl's  ideas  for 
improving  efficiency  is  the  notion  that 
"inventory  is  evil."  Ti-aditionally,  Boeing 
overstocked  to  prevent  shortages.  And 
since  inventory  was  carried  on  the  books 
of  the  parent  company,  division  manag- 
ers never  knew  the  cost  of  carrying 
parts.  But  Woodard  used  to  manage 
Boeing's  E)e  Havilland  commuter-aircraft 
division  in  Canada,  which  had  to  bor- 
row money  to  finance  inventory.  So 
when  he  took  ovei-  at  Renton  in  1991,  he 
made  managers  accountable  for  invento- 
ry. Woodard  aimed  to  cut  it  l)y  $85  mil- 
lion in  1992;  he  cut  $100  million.  "Cost  is 
No.  1  on  the  hit  parade,"  he  observes. 
The  ultimate  cost  control  will  come 


with  just-in-time  invento- 
ry, a  goal  of  gargantuan 
ambition  at  a  company 
whose  largest  product  has 
six  million  parts.  At  Boe- 
ing's Everett  (Wash.)  fac- 
tory, the  largest  in  the 
world,  huge  fuselage  sec- 
tions and  green-tinted 
metal  parts  sit  idle,  wait- 
ing for  workers  to  clamp 
and  rivet  them  together. 
It's  here,  in  the  final  stag- 
es of  assembly,  that  inven- 
tory is  most  costly.  Ever- 
ett General  Manager 
James  T.  Johnson  aims  to 
change  that.  He  has  al- 
ready cut  five  days  out  of  the  45-day  as- 
sembly cycle  for  the  747.  And  he  has 
started  a  pilot  just-in-time  program  with 
his  six  largest  suppliers:  Northrop, 
Vought,  Boeing's  Wichita  plant,  and  all 
three  engine  manufactui'ers.  General 
Electric,  Pratt  &  Whitney,  and  Rolls 
Royce.  "We'd  like  to  have  the  parts  roll 
in  and  go  right  to  where  they're  going 
to  be  installed  on  the  airplane,"  says 
Johnson. 


BOEING'S  ACTION  PUN 

Unprecedenfed  losses  by  airlines  have  taken  a  heavy 
toll  on  new  airplane  orders.  Now,  the  Seattle  aircraft 
maker  is  working  to: 

►  Slash  cosfs  by  25%  to  30%  by  the  year  2000 

►  Speed  up  manufacturing  time  for  the  737  from  13 
months  to  6  months 

►  Cut  inventory,  moving  toward  a  just-in-time  system 

►  Train  entire  workforce  in  "competitiveness;"  15,000 
managers  have  already  completed  four-day  course 

►  Bring  customers  and  suppliers  into  once-secret  pro- 
cess of  designing  new  planes 

DATA:  BUSINESSWEEK 


The  changes  are  most  obvious  in  ne 
factories.  Boeing  was  building  a  $4E 
million  factory  for  wing  structures 
Frederickson,  Wash.,  when  the  stuc 
teams  to  Japan  started.  Drawing  ides 
from  Japan  and  their  own  workers,  fa 
rication-division  executives  laid  out  tl 
new  factory  in  a  straight  line  for  et 
ciency.  Flow  times  fell  from  100  days 
15.  Raw-material  inventories  have  be( 
cut  fi'om  six  months  to  six  weeks.  Ave 


BOEING'S  NEW  PRESIDENT  KNOWS  HOW  TO  LISTEN 


With  a  master's  de- 
gree in  aeronau- 
tical engineering 
from  Princeton  and  27  years 
at  the  world's  top  aircraft 
maker,  Phil  Condit  has  rea- 
son to  think  he  knows  more 
about  manufactuinng  than  the 
next  guy.  But  when  he  visit- 
ed a  Toyota  Motor  Corp.  en- 
gine factory  in  Japan  in  1991, 
Condit  had  a  sudden  in.sight. 
At  the  point  in  the  assembly 
process  where  workers  need- 
ed to  turn  an  engine  there 
was  a  post.  When  the  engine 
hit  an  arm  on  that  post,  the 
arm,  set  on  a  turntable, 
pushed  the  engine  around.  A  simple 
device,  yet  Condit  marveled.  "We 
would  probal)ly  have  used  a  set  of  hy- 
draulic actuator's  that  turn  a  rotary 
table  when  ti'iggered  by  a  fiber-optic 
sensor,"  says  Boeing  Co.'s  new  presi- 
dent. "They  just  used  a  little  post." 

That's  the  thing  about  Philip  M. 
Condit:  He's  always  looking  for  new 
solutions.  And  in  these  troubled  times 
for  Boeing,  his  eyes  and  ears  are  sore- 
ly needed.  CEO  Frank  A.  Shrontz,  a 
lawyer  by  training,  picked  Condit,  51, 
last  August  to  be  his  president  and 


CONDIT  IS  "PREACHING  A  NEW  GOSPEL,"  SAYS  A  CUSTOMER 


likely  successor.  Condit  oversees  all 
Boeing's  operations  in  commercial  air- 
craft, defense,  and  computer  services. 
But  those  who  work  with  him  say  his 
influence  goes  far  beyond  the  day-to- 
day workings  of  Boeing.  Perhaps  his 
greatest  impact  so  far  has  been  in  cus- 
tomer relations.  A  large,  friendly  man 
with  big  brown  eyes,  he  is  leading  the 
charge  to  turn  Boeing  from  a  technolo- 
gy-oriented company  to  a  customer- 
oriented  one.  Says  United  Airlines  Inc. 
President  John  C.  Pope:  "Condit's  been 
preaching  a  new  gospel." 


It's  not  something  he  re 
serves  for  customers,  either 
Condit  has  spent  his  entir< 
career  at  Boeing,  but  hi 
brings  a  fresh,  informal  styl< 
to  the  once  stuffy  corporati 
headcjuarters.  In  his  forme: 
job  as  head  of  the  777  pro 
gram,  he  had  teal  green  T 
shirts  designed  to  help  builc 
team  spirit  and  encourage< 
everyone  to  wear  them  oi 
Fridays.  Lawrence  W.  Clark 
son,  corporate  vice-presiden 
for  planning  and  internation 
al  development,  says  he  an( 
Condit  sometimes  retreat  h 
Clarkson's  boat  with  a  bot 
tie  of  wine  to  work  out  thorny  prot 
lems.  Condit  has  been  known  to  sere 
nade  colleagues  with  his  renditions  c 
songs  from  Phantom  of  the  Opera. 

But  as  Condit  tries  to  steer  Boein; 
through  the  massive  changes  facin 
the  industry,  he  is  going  to  be  in  for 
lot  of  li.stening  himself.  "I  try  to  spen 
time  really  understanding  where  th 
customer  is  trying  to  go,  what  he' 
trying  to  accomplish— how  does  whh 
were  doing  fit  into  that?"  With  currer 
airline  woes,  he's  getting  an  earful. 

By  Dori  Janes  Yang  in  Seatt, 
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WE  ASKED  OUR  CUSTOMERS 
FOR  A  FEW  GOOD  POINTERS 


ON  HOW  TO  DESIGN  A  TOTAL 
COMMUNICATIONS  SOLUTION. 


Make  it  advanced."  > 

Ve  don't  want  promises. 
Ve  want  powerful  features 
hat  work  right  now. 
'Jnion  Pacific  Railroad 


Aake  it  effortless.". 


)on't  just  sell  us  a 
.ystem.  Take  full 
esponsibility  for 
.uccess  at  every  step. 
iky  Chefs 


Aake  it  versatile."^ 

Ve  want  to  access 
oice.  data  and  video 
iformation  with  one 
itegrated  system. 
7a/  State  University, 
'resno 


lake  it  reliable." 

>/hen  you're  as  service- 
nented  as  we  are,  you 
an't  afford  any  surprises 
n  the  front  line. 
Inited  Ad  Label 


"Make  it  flexible." 

It  has  to  work  for  a  lot  of 
different  people  in  a  lot  of 
different  configurations. 
Center  for 
Blood  Researcti 


^  "Make  it  fit." 

Be  willing  to  learn  about 
our  business  and  tailor  a 
system  that's  right  for  us. 
New  Jersey  Transit 


"Make  it  expandable." 

We  want  a  system  that 
can  meet  our  needs 
today  and  grow  with  us 
in  the  future. 
McLaren  Regional 
Medical  Center 


"Make  it  compatible." 

We  use  equipment  from 
a  variety  of  vendors. 
Can  you  make  it  all 
work  together'? 
Cox  Enterprises 


"Make  it  affordable." 

Give  us  a  non-blocking 
architecture  that  doesn't 
require  a  lot  of  extra 
equipment. 
Venture  Stores 


Used  to  be,  the  only  question  w;is  how  many  phones:  "//ozi'  ///miy  people  ivork  hv/rf'  106? 
OK,  you  need  10>  little  phones  mid  one  bi{^  one  {for  the  receptionist).  " 


Now,  the  question  is,  how  do  you  use  your  phones?  Do  you  sell  1)\  phone?  Do  you  buy  by  phone?  Do  you 
switch  data,  use  voice  mail,  videoconterence?  Only  after  closely  analyzing  \  our  strategic  reiiiiirements  and 
phone  use  patterns  -  patterns  that  even  you  may  not  be  ccjmpletely  aw  are  of  -  do 
we  tailor  a  total  package  of  specialized  applications  that  precisely  fits  your  needs. 
To  learn  more  about  the  Fujitsu  F9600  ISDN  PBX,  call  us  at  l-800-.S5.^-.^263. 

The  F9600  Digital  Telephone  from  Fujitsu,  a  $25-billion  global  telecommunications  leader  serving  over  100  countries 
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COMPUTERS.  COMMUNICATIONS,  MICROELECTRONICS 


Osborne/McGraw-Hill  Computer  Books  Are  Available  At  These  Fine  Stores 


ALABAMA 


Birmingham,  AL 
Jonathan  Benton  Bookseller 

PH;  205-967-8840 
FAX:  205-967-9812 

Smitti  &  Hardwick  Bookstore 

PH  205-591-9970 

Huntsville,  AL 
University  Bookstore 

PH:  205-895-6600 

Madison,  AL 
Madison  Books  &  Computers 

PH  205-772-9250 
FAX  205-461-8076 


ALASKA 


Fairbanks.  AK 
Baker  &  Baker  Booksellers 

PH  907-465-2278 


ARKANSAS 


Little  Rock,  AR 
Publislier's  Bookstore 

PH  501-664-6956 


CALIFORNIA 


Berkeley,  CA 
Cody's  Books  inc. 

PH  510-845-7852 
FAX:  800-995-1180 

Wliole  Eartt)  Access 

PH  510-845-3000 

Citrus  Heights,  CA 
Tower  Books 

PH  916-961-7202 

Concord,  CA 
Tower  Books 

PH  510-827-2920 

Whole  Earth  Access 

PH:  510-686-2270 

Cupertino.  CA 
A  Clean  Well-Lighted  Place 
for  Books 

PH  408-255-7600 

Stacey's  Bookstore 

PH  408-253-7521 

Irvine,  CA 
Irvine  Sci-Tech  Books 

PH  800-229-9514 
FAX  714-733-0122 

Los  Angeles,  CA 
ASUCLA  Students  Store 

PH:  310-825-4014 

OPAMP  Technical  Books 

PH  213-464-4322 
FAX  213-464-0977 

Technical  Book  Company 

PH:  310-475-5711 

Mountain  View.  CA 
Tower  Books 

PH:  415-941-7300 

Palo  Alto.  CA 
Stacey's  Bookstore 

PH:  415-326-0681 


Sacramento.  CA 
Tower  Books 

PH  916-481-6600 
FAX  916-481-9030 

Whole  Earth  Electronics 

PH  916-489-1000 

San  Francisco,  CA 
Stacey's  Bookstore 

581  Market  Street 
PH  415-421-4687 

Stacey's  Bookstore 

383  Sacramento  Street 
PH  415-397-7935 

Whole  Earth  Access 

PH  415-285-5244 

San  Jose,  CA 
Whole  Earth  Access 

PH  408-554-1500 

San  Mateo,  CA 
Whole  Earth  Access 

PH  415-578-9200 

San  Rafael,  CA 
Whole  Earth  Access 

PH  415-459-3533 

Santa  Barbara,  CA 
Chaucer's  Bookstore 

PH  805-563-0010 
FAX  805-682-1129 

UCSB  Bookstore 

PH  805-893-2082 


COLORADO  

Boulder,  CO 
United  Techbook  Co. 

PH  303-443-7037 

University  Book  Center 

PH:  303-492-6411 

Colorado  Springs,  CO 
McKinzey-White  Booksellers 

PH  719-590-1700 

Denver,  CO 
Auraria  Book  Center 

PH  303-556-3230 
FAX  303-556-3736 

The  Tattered  Cover 

PH:  303-322-7727 

United  Techbook  Co. 

PH  303-534-3460 

Englewood,  CO 
SottPro  Books 

PH:  303-740-7751 

Longmont,  CO 
United  TechBook  Co. 

PH  303-651-3184 


CONNECTICUT 

New  Haven,  CT 
Yale  Co-Op 

PH  203-772-2200 
FAX  800-354-9253 

Stoor.,  CT 
U-Conn  Co-op 

PH  203-486-3537 


DISTRICT  OF  COLUMBIA 

Washington.  DC 
Olsson's  Books 

PH:  202-338-9544 

Reiter's  Scieiitific  & 
Professional  Books 

PH  202-223-3327 
FAX  202-296-9103 

Reprint  Book  Shop 

PH  202-554-5070 


FLORIDA  

Gainesville.  FL 
University  Book  &  Supply 

PH:  904-377-1788 

Orlando.  FL 
University  Bookstore 

PH:  407-823-0219 

Sarasota,  FL 
Paperback  Booksmith 

PH  813-922-5000 


GEORGIA  

Atlanta,  GA 
Engineers  Bookstore 

PH  404-892-1669 

Georgia  Tech  Bookstore 

PH  404-894-2515 

Oxford  Bookstore 

PH:  404-262-3333 


HAWAII  

Honolulu,  HI 
tlonolulu  Book  Shops 

PH  808-537-6224 
FAX  808-841-4674 


IDAHO  

Moscow,  ID 
University  of  Idaho 

PH  208-885-6482 


ILLINOIS  

Champaign.  IL 
Pages  lor  All  Ages 

PH  800-228-7243 
FAX  217-351-1566 

Chicago,  IL 
Kroch's  &  Brentano's 

PH:  312-332-7500 

University  of  Chicago 
Bookstore 

PH  312-702-7712 
FAX  312-702-0821 

Waterstone's  Booksellers 

PH  312-587-8080 
FAX:  312-587-2700 

Peoria,  IL 
Medical  and  Professional 
Bookstore 

PH  309-672-3977 


INDIANA 


Indianapolis.  IN 
Chapter's  Bookshop 

PH  317-872-2665 


KANSAS 


Wichita.  KS 
Wichita  St.  University 
Bookstore 

PH:  316-689-3490 


KENTUCKY 


Bowling  Green.  KY 
Western  Kentucky  University 

PH  502-745-5799 

Lexington.  KY 
Joseph-Beth  Booksellers 

PH:  606-271-5330 
FAX:  606-272-6948 

Kennedy  Bookstore 

PH  606-252-0331 

Louisville.  KY 
University  of  Louisville 
Bookstore 

PH  502-588-6679 


LOUISIANA  

Baton  Rouge,  LA 
Louisiana  State  University 
Bookstore 

PH  504-338-5451 

New  Orleans.  LA 
Tulane  Bookstore 

PH.  504-865-5914 

University  of  New  Orleans 
Bookstore 

PH:  504-286-6373 


MAINE  

Augusta,  ME 
Mr.  Paperback 

PH:  207-622-0263 

Bangor.  ME 
Mr.  Paperback 

PH  207-942-6494 


MARYLAND  

College  Park.  MD 
Maryland  Book  Exchange 

PH  301-927-2510 
FAX:  301-209-71  18 

University  Book  Center 

PH  301-454-3223 


MASSACHUSETTS  

Boston,  MA 
Boston  University  Bookstore 

PH  617-267-8484 
FAX  800-553-5531 

Waterstone's  Booksellers 

PH  617-859-8030 
FAX:  617-859-8038 


Brookline.  MA 
Brookline  Booksmith 

PH:  617-566-6660 

Burlington.  MA 
Soft  Pro 

PH  617-273-2919 
FAX  617-273-2499 

Cambridge,  MA 
Harvard  Cooperative  SocIe 

PH  617-499-2199 

MIT  Co-op 

PH  617-499-3230 
FAX:  617-621-0856 

Quantum  Books 

PH  617-494-5042 
FAX  617-577-7282 

Wordsworth  at  Harvard 
Square 

PH:  617-354-5201 

Danvers.  MA 
Paperback  Booksmith 

PH:  508-777-1064 

New  Bedford.  MA 
Baker  Books 

PH:  508-992-3749 

Newton  Highlands.  MA 
New  England  Mobile  Book 
Fair 

PH:  617-964-7440 

Westborough.  MA 
The  Open  Book 

PH  508-366-8448 

Woburn.  MA 
Paperback  Booksmith 

PH  617-935-6405 

Worcester,  MA 
Tatnuck  Bookseller  &  Sons 

PH,  508-756-7644 
FAX:  508-765-9425 


MICHIGAN  

East  Lansing,  Ml 
Jocundry's  Books 

PH:  517-332-0856 
FAX:  517-332-3915 

Flint,  Ml 
Young  &  Welshans  Books 

PH  313-732-0620 
800-366-8290 
FAX  313-732-2393 


NEW  HAMPSHIRE 

Hanover.  NH 
Dartmouth  Bookstore 

PH  800-462-9009 


NEW  JERSEY 


Princeton.  NJ 
Princeton  University  Store 

PH   800-624-4236  (in  NJ 

800-631-0137 

(outside  NJ) 
FAX  609-924-9651 


(continued  after  advertisement  on  next  page)  t 


...Books  to  Get  Your  Computing  Down  Cold 

For  Fast  Results  Made  Easy,  Get  Red  Hot  Computer  Books  from  Osborne 


Quicken  6  Made  Easy 

by  David  Campbell 
and  Mary  Campbe 

$19  95 

ISBN  0-07-881890 


Quicken  2  for  Windows 
Made  Easy 

by  David  Campbell 
and  Mary  Campbell 

$19  95 

ISBN  0-07-881841-9 


TurboTax  Made  Easy 

by  Yvonne  Johnson 
and  Bruce  C  Smith,  CPA 
$19.95 

ISBN:  0-07-881885-0 


Ami  Pro  3  Made  Easy 

by  Daniel  J  Fingerman 

$19,95 

ISBN  0-07-881857-5 


MaclnTax  Made  Easy 

by  Scott  Beamer 

$19  95 

ISBN  0-07-881886-9 


FoxPro  2.5  for  DOS 
Made  Easy 

by  Edward  Jones 

$24  95 

ISBN:  0-07-881897-4 


Excel  4  for  Windows 
Made  Easy 

by  Martin  S  Matthews 

$19  95 

ISBN  0-07-881807-9 


Light  a  spark  under  your  computer  and  get  productive  results  FAST 
witti  Made  Easy  books  Irom  Osborne.  They're  packed  with  step-by-step 
instructions,  plentiful  exannples,  and  helpful  illustrations  —  everything 
you  need  to  take  full  advantage  of  your  software. 

AVAILABLE  NOW  AT  YOUR  LOCAL 
BOOK  AND  COMPUTER  STORES 


Osborne 


Copyright '0  1993  McGraw-Hill,  Inc 


(see  advertisement  on  previous  page) 


NEW  YORK 


Blasdell,  NY 
Village  Green  Bookstore 

PH  716-827-5895 
FAX  716-827-5898 

Btockport,  NY 
Lltt  Bridge  Bookshop 

PH  716-637-8354 

Village  Green  Bookstore 

PH  716-884-1200 

Fairporl,  NY 
Village  Green  Bookstore 

PH  716-425-7950 
FAX  716-425-4968 

Niagara  Falls.  NY 
Book  Corner 

PH  716-285-2928 

Rochester,  NY 
Campus  Connections  — 
Rochester  Institute  ol 
Technology 

PH:  716-475-2501 

Total  Information 

PH  716-254-0621 

Village  Green  Bookstore 

766  Monroe  Avenue 
PH  716-442-1151 
FAX:  716-442-9273 

Village  Green  Bookstore 

1954  West  Ridge  Rd 
PH  716-723-1600 
FAX:  716-723-1669 

Vjorld  Wide  News 

PH  716-546-7140 
FAX  716-254-7176 

Syracuse,  NY 
Village  Green  Bookstore 

PH  315-487-3700 
FAX  315-487-3550 

Tonawanda,  NY 
Village  Green  Bookstore 

PH  716-836-8960 
FAX  716-836-2252 


NORTJiCAROUNA^ 


Durham,  NC 
Duke  University  — 
Gothic  Bookshop 

PH  919-684-3986 

Greenville,  NC 
East  Carolina  University 
Student  Store 

PH  919-757-6731 

Raleigh,  NC 
North  Carolina  Slate 
University  Bookstore 

PH  919-515-3573 


Chapel  Hill,  NC 
intimate  Bookshop 

PH  919-929-0414 
FAX  919-967-2107 

UNC  —  Bull's  Head  Bookshop 

PH  919-962-2420 

Charlotte,  NC 
Intimate  Bookshop, 

PH  704-366-6400 
FAX  704-362-1200 

Little  Professor  Book  Center 

PH  704-525-9239 


OHIO   

Akron.  OH 
Philcapp  Electronics 

PH  216-253-2109 

University  ol  Akron  Bookstore 

PH  216-972-6707 

Chagrin  Falls,  OH 
Inside  Story 

PH:  216-543-8168 

Cincinnati,  OH 
Dubois  Bookstore 

PH  513-321-4000 

Little  Prolessor  Book  Center 

PH  513-671-9797 

Univ  Of  Cincinnati  Bookstore 

PH  513-556-1292 

Cleveland.  OH 
Case  Western  Reserve 
University  Bookstore 

PH  216-368-2650 

Cleveland  State  University 
Bookstore 

PH  216-861-6464 

Columbus.  OH 
Little  Professor  Book  Center 

6490  Sawmill  Rd 
PH  614-766-7775 

Little  Professor  Book  Center 

1657  W  Lane  Ave. 
PH;  614-486-9674 

Little  Professor  Book  Center 

Worthington  Square 
PH  614-846-4319 


Fairborn,  OH 
Wilkies 

PH  513-429-1677 

Wright  State  University 
Bookstore 

PH  513-873-2875 

Gambler,  OH 
Kenyon  College  Bookstore 

PH  614-427-4184 

Holland,  OH 
Little  Professor  Book  Center 

PH  419-865-0013 

Kent,  OH 
Kent  State  University 
Bookstore 

PH  216-672-2762 

Toledo,  OH 
University  of  Toledo 
Bookstore 

PH:  419-537-2516 

Youngstown,  OH 
Youngstown  State  University 
Bookstore 

PH  216-742-3588 
FAX;  216-742-3145 


Longs  Bookstore 

PH  614-294-4674 

Ohio  Stale  University 
Bookstore 

PH  614-292-2991 
FAX  614-292-8983 

Dayton,  OH 
Books  &  Co. 

PH  800-777-4881 
FAX  513-298-7895 

VJIIkies 

PH  513-434-8821 


OKLAHOMA_ 


Huntingdon,  PA 
The  Bookstore 

PH:  814-643-0924 

Indiana,  PA 
Indiana  University  ol 
Pennsylvania  Co-op 
Bookstore 

PH  412-349-1194 

Philadelphia,  PA 
Orexel  University  Bookstore 

PH:  215-895-2861 

Hovi;-To-Do-lt  Bookshop 

PH  215-563-1516 

Quantum  Books 

PH  215-222-0611 

Tovner  Books 

PH:  215-925-9909 

University  ol  Pennsylvania 
Bookstore 

PH  215-898-7520 

Pittsburgh,  PA 
Book  Center 

PH:  412-648-1453 

Carnegie  tflellon  University 
Bookstore 

PH  412-268-2966 


Norman,  OK 
University  ol  Oklahoma  Book 
Exchange 

PH  405-325-3511 

Stillwater,  OK 
Oklahoma  State  University 
Bookstore 

PH  405-744-5237 


OREGON 


PENNSYLVANIA 


College  Station.  TX 
Texas  ASM  Bookstore 

PH:  409-845-8681 

Dallas.  TX 
Major's  Scientific  Books 

PH:  214-631-4478 

Prnt  Bookstore 

PH:  214-746-3625 

SIVIU  Bookstore 

PH  214-692-3355 

Taylor's  Technical  Books 

PH  214-239-TECH 

Denton.  TX 
University  Bookstore 

PH:  817-565-2592 

Houston,  TX 
Brown  Book  Shop 

PH  713-652-3937 
FAX  713-652-1914 

Major's  Scientific  Books 

PH  800-221-9697 
713-522-1361 
FAX:  713-524-5860 

Sam  Houston  Book  Shop 

PH  713-626-1243 


VIRGINIA 


RHODE  ISLAND_ 


Providence.  Rl 
Brown  Bookstore 

PH  401-863-3168 


Beaverton.  OR 
Powell's  Bookstore 

PH  503-643-3131 

Portland.  OR 
Powell's  Technical  Books 

PH  503-228-3906 
800-225-6911 


Altoona.  PA 
The  Bookstore 

PH  814-943-1984 

Burnham.  PA 
The  Bookstore 

PH  717-248-2000 

Erie.  PA 
Erie  Bookstore 

PH  814-452-3354 

Everette.  PA 
The  Bookstore 

PH;  814-623-2000 


Columbia.  SC 
South  Carolina  Bookstore, 

Inc. 

PH  803-799-7188 
FAX  803-799-5521 


TENNESSEE_ 

Knoxville.  TN 
Campus  Bookstore 

PH  615-525-7336 

Memphis.  TN 
Memphis  St.  University 
Bookstore 

PH  901-678-2011 

Nashville.  TN 
Tower  Books 

PH  615-327-8085 


TEXAS 


Blacksburg,  VA 
Virginia  Tech  Campus 
Bookstore 

PH  703-231-5991 
FAX:  703-231-7786 

Richmond.  VA 
Book  Gallery 

PH  804-673-9613 


WASHINGTON 


Arlington.  TX 
University  Bookstore 

PH  817-273-2785 


Austin.  TX 
University  Co-op 

PH    512-476-721  1 


Bellevue.  WA 
Tower  Books 

PH  206-451-1110 

University  Bookstore 

PH:  206-646-3300 

Seattle.  WA 
Tower  Books 

PH  206-283-6333 

University  Bookstore 

PH:  206-634-3400 


Charleston.  WV 
Computers  Plus,  Inc. 

PH  304-342-4848 


Madison.  Wl 
The  University  Booksto 

PH  608-257-3784 


e  lot  size  fell  from  16  to  only  two. 
he  pails  needetl  in  Everett  next  week, 
;'re  building  today,"  says  Neal  Falk, 
10  oversees  the  Frederickson  plant. 
In  a  separate  building  about  a  mile 
)m  Boeing's  Everett  factory  is  the 
mpany's  most  promising  laboratory 
•  the  new  philosophy.  It's  the  350-per- 
1  group  developing  Boeing's  newest 
rivative,  a  freighter  version  of  the 
1.  To  persuade  United  Parcel  Service 

to  choose  it  over  existing  products 
Airbus  or  McDonnell  Douglas  Coi'p., 
eing  went  out  on  a  limb.  In  January, 
promised  to  design  and  build  iJPs'  new 
me  in  an  astonishing  28  months,  well 
low  the  38  it  would  normally  take, 
id  the  plane  maker  priced  the  jets  so 
V  that  it  will  lose  money  unless  it  can 
t  costs  substantially.  Now,  working 
low  a  sign  that  says  "26  weeks  to  roll- 
t,"  project  manager  Grace  M.  Rol)ert- 
1,  a  40-year-old  engineer-turned-man- 
er,  is  scrambling  to  keep  up  the  pace, 
his  is  a  pilot  program,"  she  says.  "We 
3  hoping  to  develop  processes  we  can 
ply  to  other  derivatives." 
sRY.  Not  siu'prisingly,  for  every  manag- 
pushing  the  program,  there  are  doz- 
s  of  employees  harboring  doubts, 
iny  recognize  that  Boeing  needs  to 
iiige.  But  some  roll  their  eyes  at  the 
gans  and  endless  meetings  and  train- 
;  sessions.  Blue-collar  workers  and  un- 

members  are  especially  leery.  Boeing 
ns  to  "empower"  them  to  suggest 
ys  to  do  their  jobs  more  efficiently, 
t  the  more  efficiently  they  make 
ngs  run,  the  more  likely  they  are  to 
ider  their  own  jobs  unnecessary.  And 
!  company  has  turned  off  many  of  its 
?ineers  with  its  hard-nosed  attitude 
vard  their  moderate  union. 
Pi'oblem  is,  with  severe  debt  burden- 
;  their  balance  sheets  and  traditional 
ding  sources  dried  up,  airlines  may 
-  be  able  to  pay  for  Boeing's  planes  no 
tter  how  cheap  they  get.  "Throughout 
!  '90s,  the  industry  will  be  driven  by  a 
)rtage  of  capital,"  says  Ken  Holden, 
ef  strategist  at  gpa  Group  PLC,  the 
sh  leasing  company.  Boeing  is  urging 
;  U.  S.  government  to  help  airlines 

with  tax  breaks  or  other  incentives 
ea.se  their  financial  strains. 
The  aircraft-manufacturing  industry 
lid  have  an  entirely  new  shape  by 
10.  Aircraft  could  be  designed  by 
'.ms  of  engineers  on  three  continents, 
-h  parts  made  in  as  many  as  eight 
intries.  Boeing  hopes  to  maintain  its 
dership  by  teaching  its  new  genera- 
n  to  embrace  change  and  look  ahead, 
are,  the  focus  is  15  to  20  years,"  says 
adit.  Still,  that  may  not  be  enough, 
/ota,  for  one,  has  a  100-year  plan. 
Sy  Don  Jones  Yang  and  Andrea  Roth- 
n  in  Seattle,  with  bureau  repotiff 


We  believe  travel  should  refresh  your  spirit. 


From  tranquil  Oriental  gardens  to  invigorating  ocean  viev/s,  our  hotels 
offer  a  refreshing  change. That's  because  we  embrace  the  local  culture.  And 
offer  only  the  highest  standards.  To  experience  the  difference,  call  your 
travel  planner  or  800-327-8585  and  ask  for  our  Pacific  Business  Rates. 

Pan  Pacific  Hotels  and  Resorts 


NORTH  AMERICA:  VANCOUVER,  SAN  FRANCISCO.  SAN  DIEGO.  ANAHEIM.  HAWAII  PACIFIC:  AUCKLAND.  GOLD  COAST, 
VANUATU,  PALAU   ASIA:  SINGAPORE.  KUALA  LUMPUR.  JOHOR  BAHRU.  PANGKOR.  JAKARTA.  DHAKA.  WUXI.  NARITA 


Proof  That  Some  Junk  May 
Tiim  Out  Quite  Valuable 


Spartan  High 


9.40" 

30-day  Yield' (ended  1/5/93) 


Comfoitable  with  tlie  greater  risks  of  low 
quality  bonds?  Now  may  be  the  time  to  con- 
sider investing  in  Spartan®  High 
Income  Fund. 

•  Built-in  fund  diversification  can 
reduce  the  risk  of  owning  individual 
bonds. 

•  Fidelity's  Spiuliui  Approach®  is 
designed  to  maximize  yields  by  mini- 
mizing expenses.' 

Visit  a  Fidelity  Investor 
Center  or  Call  24  Hours 

1-800-544-8888 


21 .49'- 

1-Yr.  Total  Return' 
(12/31/91-12/31/92) 


22.94" 

Avg.  Annual  Return' 
(8/29/90-12/31/92) 


Fideliiy 


Inuestments® 


CODE:  BW/SPH/030193 


Minimum  investment:  $10,000.  For  more  complele  information,  including  management  fees  and  transaction 
expenses,  call  or  write  for  a  li  ee  prospectus.  Read  it  carefully  before  voii  invest  or  send  money.  There  is  a  1% 
redemption  fee  on  shares  held  less  lhan  2~()  days,  'Total  returns  are  historical  and  include  change  in  share  price, 
reinvestment  of  divideiuls  .uid  capital  gains  Share  price,  yield  and  reiurn  vary  so  you  may  have  a  gain  or  a  loss  when 
you  sell  your  shares,  'Ti  aiisaciions  \ou  make  reduce  your  yield,  Fidehty  Distributors  Corporation, 
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IS  KLUGE 
LOSING  HIS 
FAMOUS 
BOLDEN  TOUCH? 


THE  MILLSTONES  AT 
METROMEDIA 


What's  holding  back  the  building  of  a  new  long-distance  empire 


It  has  been  said  that  John  W.  Khige 
has  a  t^olden  touch.  Tlie  wily  78-year- 
old  owner  of  Metromedia  Co.  has  a 
knack  for  buyinu-  slumpinK  Ixisinesses, 
nurtiirinf^  them,  and  then  selling  them  at 
their  peak.  That's  what  he  did  with  the 
seven  independent  TV  stations  he  sokl  to 
Rupert  Murdoch  in  198(5.  More  recently, 
he  has  l)een  sellin.sr  off  his  cellular  phone 
holdings.  All  told,  Kluge  has  pocketed 


some  $5.4  billion  from  such  deals  over 
the  past  six  years. 

Now,  Kluge  is  setting  out  to  build  a 
national  long-distance  network  that  could 
comi)ete  with  such  giants  as  American 
Telephone  &  TelegTaph,  Mcl  Communica- 
tions, and  Sprint.  His  Meti-omedia  Com- 
munications Corp.  is  already  the  fifth- 
largest  long-distance  carriei-,  with  $400 
million  in  annual  revenues.  But  it  has  a 


long  way  to  go  Ijefore  overtaking  ea 
No.  8  Sprint  Corp.,  which  has  aniif 
long-distance  revenues  of  $5.7  billioi 
In  January,  Kluge  took  a  significr 
step  in  that  direction  when  Metro  f 
dia,  based  in  East  Rutherford,  N.  J.,  i 
nounced  a  tentative  merger  betweei  t 
long-distance  company  and  Atlanta-1); 
Resurgens  Communications  Group 
Kluge  hopes  to  gain  market  shart' 
offering  cheaper  long-distance  servio 
small  and  midsize  Inisinesses.  He'll  1 
ly  ignore  the  residential  long-dista 
market,  which  requires  expensive  coi 
mer  advertising  campaigns  that  wi 
push  up  rates. 

BIG  BET.  Building  this  new  empire 
take  time  and  concentration.  Prob 
is,  deep  troubles  at  Metromedia's  ot 
businesses— restaurants  and  movien 
ing— demand  much  of  Kluge's  attent 
Metromedia's  restaurants,  which 
counted  for  more  than  half  of  estim;i 
1992  revenues  of  $2  billion,  are  aii 
The  company's  budget  steakho 
chains,  Ponderosa  and  Bonanza,  h 
lost  $190  million  since  1989. 

And  though  Kluge  owns  only  hal 
Orion  Pictures  Corp.,  the  studio  is  gi\ 
him  a  full  share  of  trouble.  Orion,  wl 
emerged  from  bankruptcy  last  No\  i^ 
ber,  needs  a  big  capital  infusion  to 
come  a  major  Hollywood  studio  ag: 
Kluge  has  already  poured  $300  mil 
into  Orion  and  personally  guaranty 
another  $300  million  in  bank  debt 
seems  loath  to  invest  much  more  ca; 

Fixing  the  restaurants  is  a  top 
ority.  Wlien  Kluge  acc}uired  the  Pond( 
sa  chain  in  1988  and  the  Bonanza  ch 
in  1989,  he  was  betting  that  low-prii 
steakhouses  would  soar  in  popular 
thanks  to  budget-minded  families, 
hasn't  worked  out  that  way.  Restaurs 
goers  have  turned  up  their  noses  at 
cafeteria-style  decor  and  cheaper  gra 
of  beef  at  Ponderosa  and  Bonanza, 
spite  a  i-ock-bottom  average  tab  of  uni 
$6.  The  demand  for  beef  in  restaura 


KLUGE'S  CHALLENGES  AT  METROMEDIA 


RESTAURANTS 


Metromedia  must  spruce  up  the  image  of  its  aging  steakhouses,  Pon- 
derosa and  Bonanza.  Fancier  Steak  &  Ale  and  Bennigan's  restaurants 
are  faring  better  but  still  losing  market  share 


MOTION  PICTURES 


Orion  Pictures,  50%-owned  by  Metromedia,  recently  emerged  from 
bankruptcy.  But  it  needs  capital  to  become  a  major  studio  again 


LONG  DISTANCE 


The  recently  announced  deal  that  would  give  Kluge  61%  ownership  of 
Resurgens  Communications  Group  marked  the  start  of  Kluge's  expansion 
in  thelong-distance  phone  market.  But  he  must  step  up  his  pace  of  acqui- 
sitions if  he  hopes  to  take  on  giants 
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©1993  Merrill  Lynch,  Pierce,  Fenner  4  Smith  Irx.  Member  SIPC. 


omfort  Defined. 


Defined  Funds  are  unit  investment  trusts  that  can  kelp  define  comfort, 
hecause  there 's  a  certain  contentment  in  receiving  monthly  income. 
A  large  majority  of  the  companies  in  our  defined  portfolio  of  utility  stocks  had 
dividend  increases  every  year  jor  the  past  lo  years.  *  That 's  comforting  to  hear. 
Ask  your  financial  professional  to  tell  you  more  ahout  Defined  Funds. 
Call  1-800-662-2^26,  ext.  l58. 


 Merrill  Lynch   

tiearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

'ee  prospectus  contamin^  more  complete  mformation  on  Defined  Asset  Funds,  Equity  Income  Fund  15th  Utility  Common  Stock  Series,  including,  all  charges  and  expenses, 
IS  available.  Read  the  prospectus  carefully  before  investing.  *Past  performance  is  no  guarantee  of  future  results. 


Sometimes  you  just  gotta  put  kids  in  ttieir  place.  And  when  you're  on 
the  road,  that  place  is  buckled  finiily  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  f(jr  the  long  road  ahead  of  them. 

YOU  COULD  LEARN  A  LHT  FROM  A  DUMMY. 

BUCKLE  YOUR  SAFETY  BELT.  os....,  #> 

of  Transportation 


For  more  information,  call  tTie  Airbag  &  Child  Safety  Hotline  800-424-9393 


A  Brilliant  Deduction 

Searching  tor  a  way  to  round  out  a  flat  corporate  giving 
strategy?  Gifts  In  Kind  America  works  with  major 
companies  across  the  country  to  turn  inventory  — 
everything  from  clothing  to  office  supplies, 
computer  equipment  and  furniture  — into  certi- 
fied tax  deductions  of  up  to  twice  cost.  We  arrange 
istrihution  to  millions  of  people  through 
thousands  ot  worthy  non-profit  groups  nation- 
wide. We'll  help  you  discover  a  giving  strategy 
that  makes  you  teel  good  and  look  good  on 
ithe  bottom  line. 


n-kind  giving.  It's  the  perfect  solutioti. 

For  more  information, 
contact  Liifts  In  Kind  America  at 
703-836-2121. 

GimiNKLM) 

AMERICA 

700  North  Fairfax  Street 
Suite  300 
Alexandria,  Virginia  22314 

Gift*  In  Kind  America,  Inc.  1902 


"America's  Fastest-Cjrdwing  and  Most  Cost-Efficient  Charity"  ...NonProfit  Times 


has  held  steady,  even  though  ov( 
beef  consumption  is  declining.  But 
taiirant  customers  are  demanding  bt  ^ 
grades  of  beef  and  upscale  decor, 
Ponderosa  and  Bonanza  fall  short 
both  counts.  Metromedia's  Steak  & 
and  Bennigan's  chains  remain  profits 
but  they're  losing  market  share. 
LESS  GRAVY.  The  customer  flight  is  cl 
ly  hurting.  Consultant  Ronald  N.  Pai 
Technomic  Inc.  in  Chicago  estimates 
sales  at  1,4.59  company-owned  and  f 
chised  outlets  have  stagnated  at 
l)illion  a  year  over  the  past  three  ye 
Even  privately  held  Metromedia,  w' 
doesn't  publish  results,  admits  it  is  1 
ing  a  rough  time.  According  to  the  c 
pany,  cash  flow  from  the  steakhotj 
dwindled  to  a  paltry  $500,000  in  tiv 
cal  year  ended  in  February,  1992,  ' 
$30  "million  in  1990.  "  , 

While  Kluge  declined  to  be  in 
viewed,  Stuart  Subotnick,  Metromec 
51-year-old  chief  operating  officer, 
knowledges  "some  problems"  in  the 
taurant  business.  But  he  insists  that 
idea  behind  the  restaurants— an  econ 
ical  dining  option  for  families— remi 
sound  and  will  eventually  pay  off. 
speed  that  along,  Metromedia  is  sp( 
ing  $26  million-$70,000  at  each  con 
ny-owned  restaurant— to  update  I 
derosa's  menus  and  western-th( 
decor.  Also  coming  up:  better  gi-ade 
beef.  The  price  will  remain  under  $( 

Analysts  wonder  whether  Metro 
dia,  with  its  experience  in  high-t( 
nonconsumer  businesses,  has  the  mar 
ing  savvy  to  repair  the  restaurants.  J-i 
Roger  Lipton,  managing  director  oi: 
vestment- banking  firm  Ladenburg,  T 
mann  &  Co.:  "There's  nothing  to 
me  to  believe  that  there's  any  sign  j 
turnaround  happening."  i 

The  same  can  be  said  for  Or 
Metromedia's  chairman  became  a  p 
ner  in  the  studio  in  1988  at  the  recu* 
of  Arthur  B.  Krim,  a  close  friend 
one  of  Orion's  founders,  who  wantec 
fend  off  a  hostile  takeover  by  Viae 
The  studio  sought  Chapter  11  banki- 
cy  protection  in  December,  1991,  a 
lackluster  video  sales  and  cost  overri 
on  such  bombs  as  Cadillac  Man 
Navi/  Seals  resulted  in  a  hquidity  cri 
ANGRY  STARS.  Now  out  of  Chapter' 
the  studio  faces  the  huge  task  of  ■ 
gaining  its  past  glory.  Loyalist  Wn 
Allen  has  abandoned  the  studio  a 
making  movies  for  it  for  15  years,  l 
Orion  angered  such  stars  as  Kevin  C 
ner  and  .Jodie  Foster  when  millions  t 
were  owed  were  tied  up  in  bankrui 
court  for  nearly  a  year. 

(Jn  top  of  that,  Orion's  balance  si" 
is  still  a  disaster.  The  company's  d 
load  is  almost  $400  million,  with  asi 
of  about  $600  million.  For  now,  Ori< 
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THE  CORPOS; 


JUST  HOW  EXPENSIVE 
ARE  YOUR  PHOTOCOPIES? 


^est  revenue  source  is  its  film  li- 
ry,  which  inckides  750  motion  pic- 
is  such  as  Silence  uf  the  Lambs  and 
ices  with  Wolres.  Thanks  to  video 
iS  and  foreign  rentals,  the  library 
duced  net  cash  flow  of  $175  million 
the  year  ending  February,  199;5. 
Jnder  terms  of  the  bankruptcy  reoi-- 
ization,  however,  all  the  cash  flow 
:r  expenses  goes  to  creditors  for  the 
t  three  to  six  years.  That's  especial- 
)ad  news,  since  Orion  will  need  an 
itional  $300  million  to  finance  a  slate 
0  to  15  films  in  the  next  few  years, 
mates  entertainment  analyst  Jeffrey 
jOgsdon  of  Seidler  Amdec  Securities 
Few  Kluge-watchers  think  he  is 
ing  to  pump  much  more  cash  into 


m  acquisition-in-progress 
:ould  make  Kluge  a  major 
long-distance  player 


shaky  studio,  and  he  is  believed 
be  negotiating  with  prospective 
istors. 

iven  with  such  daunting  problems, 
romedia's  executives  say  their  boss 
pbeat  about  the  future,  thanks  in 
to  the  Resurgens  deal.  Full  details, 
iding  price,  have  yet  to  be  disclosed, 
Metromedia's  managers  are  cagey 
jt  the  specifics  of  their  long-term 
tegy.  But  the  deal,  which  is  expected 
lose  in  March,  would  give  Kluge  a 
.rolling  61%  of  the  new  company, 
;h  will  bear  Metromedia  Communi- 
on's name  and  be  pul)licly  traded. 

merger  would  create  a  company 
1  $550  million  a  year  in  revenue  and 
estimated  $40  million  in  profits— still 
lall  player  but  with  a  national  net- 
k  of  transmission  facilities  that  can 
ly  handle  far  more  traffic. 
IV  TARGETS.  Analyst  Craig  W.  Ellis  of 
iat  First  Securities  Inc.  believes 
?e  has  big  plans  for  the  long-dis- 
e  business.  "This  represents  the  first 
/hat  I  expect  to  be  a  long  line  of 
gers,"  he  says.  Ellis  reckons  there 
some  90  small  companies  similar  to 
urgens— some  of  which  would  i)e 

prey  for  Kluge. 
efore  he  can  bask  in  the  glory  that 
xpanding  long-distance  network  may 
g,  Kluge  has  to  repair  Orion  and 
restaurants.  A  driven  worker  who 
!S  an  apartment  just  above  his  office 
lanhattan's  Upper  East  Side,  Metro- 
ia's  chief  has  often  been  quoted  as 
rig  he  would  be  bored  with  just  one 
ness  to  worry  about.  With  Metro- 
ia's  big  upheavals  in  restaurants, 

and  telecommunications,  Kluge  is 
hing  but  bored  nowaflays. 

By  Joseph  Weber  in  New  York 


PRORATION 


Sc\LE  Back  Costs  By  20  Or  More 
With  An  Eqcitrac  Automated  Copier 
Management  System. 

Sure,  the  costs  of  owning  and  operating  photo- 
copiers may  not  seem  like  much  on  the  surface.  But 
lurking  just  around  the  bottom  line  are  hidden 
ex[jenditures  like  paper,  supplies,  lease  &  mainte- 
nance agreements,  depreciation  and  office  space. 
Which,  when  added  together,  t  an  take  a  big  bite 
out  of  both  your  budget  and  profits. 

Now.  however,  you  can  bite  back  with  an 
Equitrac  Automated  Copier  Management  System. 
By  electronically  nutniloniig  photocopier  usage,  an 
Equitrac  System  will  dramatically  reduce  your  cost 
per  copy.  Slash  waste.  Allocate  copier  expenses. 
And  provide  reports  for  asset  evaluation. 

Hooked?  Call  us  today  toll-free  at  1-800- 
327-0183  for  the  whole  storv. 


EQunmc 

Turning  Office  Expenses  Into  Business  Savings 


hqililrac  Corp.  836  Police  de  Leon  Blv( 
Coral  Gables.  FI.  .3.3134 


oi'KU  1)1  rill \i  I  imi' 
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LEGISLATORS 


M'fume,  a 
.  onetime 
gang  member 
and  six-year 
veteran  of  the 
House  Banking 
Committee,  has 
learned  to  help 
his  Baltimore 
district  by 
forging 
compromise 
tvithin  the 
Beltway 


FROM  TABLE-POUNDER 
TO  INSIDE  PLAYER 


Maryland  Representative  Kweisi  Mfume  is  now  one  of  the  fastest-rising  black  politicians  in  the  U.  J 


It's  a  blustery  January  afternoon,  and 
U.  S.  Representative  Kweisi  Mfume 
is  tooling  through  the  blighted 
streets  of  his  district  in  west  Baltimore. 
Sitting  behind  the  wheel  of  his  black 
Lincoln,  Mfume's  eyes  dart  back  and 
forth  along  the  desolate  stretch  of  board- 
ed-up  I'ow  houses  and  garbage-filled  lots. 
"I  come  back  here  every  week,"  the  44- 
year-old  lawmaker  says.  "It  helps  keep 
me  grounded.  You  stay  in  Washington 
too  long,  and  you  lose  touch  witli  things 
that  really  matter." 

At  the  corner  of  Robert  and  Penn- 
sylvania, near  the  old  Pottash  Grocery 
where  he  worked  as  a  boy,  Mfume 
swings  a  right.  Some  passersby  recog- 
nize his  car  and  wave,  but  it's  the  voice 
of  someone  shouting  "Kweisi"  that  gi-abs 


his  attention.  It's  his  neighlsorhood  bud- 
dy, Curtis. 

"You  heard  Cutty's  dead,  right?"  Cur- 
tis asks,  walking  over  to  the  car  as 
Mfume  gets  out  to  greet  him.  "His  body 
was  found  last  week.  They  think  it's 
drug-related."  Mfume  shakes  his  head. 
"No,  I  hadn't  heard  that,"  he  says. 
"That's  a  flamned  shame." 
'EFFECTIVE.'  This  is  Mr.  Mfume's  neigh- 
borhood, where  tales  of  hard  luck  and 
hopelessness  are  an  abundant  natural 
resource.  As  the  representative  glumly 
acknowledges:  "There  are  not  a  lot  of 
success  stories  here."  A  quarter-century 
ago,  Mftime  himself  seemed  destined  for 
a  life  of  struggle  and  anonymity  on 
these  streets.  But  these  days,  the  man 
in  the  black  Lincoln  is  a  role  model  for 


a  neighborhood  overcome  by  povci 
Kweisi  Mfume  (pronounced  Kwali 
see  Oom-FOO-may)  has  quietly  emei  L 
as  one  of  the  nation's  most  promisi 
black  politicians.  Recently  elected  cluj 
man  of  the  growing  Congi"essional  Bkj 
Caucus  (CBC),  he  is  poised  to  becomt' 
key  player  in  shaping  the  debate  .1 
legislation  aimed  at  curing  the  ills 
the  nation's  inner  cities.  Seven  ye; 
ago  he  was  a  radical  meml)er  of  the  L| 
timore  City  Council.  But  by  masteri; 
the  fine  art  of  politics,  the  represeii 
five  has  taken  a  seat  among  the  po\^ 
elite  in  Washington. 

The  question  is  whether  Mfume— a; 
the  CBC— can  really  deliver  on  their  lib 
al  agenda.  The  former  Baltimore  fii 
brand  represents  a  new  generation 
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k  leadership  in  Congress— a  group 
oiing  pragmatists  more  concerned 
it  creating  economic  opportunity 
I)rotest  (box).  With  a  political  style 
■tuated  by  l)ehind-the-scenes  consen- 
)uilding  and  compi-omise,  they  hope 
^e  their  newfound  power  to  help  re- 
1  the  inner  cities  and  poor  rural  ar- 
The  trouble  is.  needs  are  many  and 
s  are  scarce.  Progress  is  likely  to 
;  haltingly— even  under  a  Democrat- 
dministration. 

JOBS.  Folks  on  the  streets  of  west 
imore  are  just  glad  to  have  a  voice 
e  the  Beltway.  And  those  who  knew 
Tie  gi'owing  up  as  Frizzell  Gray— an 
y  gang  member  and  unmarried  fa- 

of  five— still  marvel  that  he  was 
to  transform  himself, 
fume  was  the  oldest  of  four  chil- 
,  and  his  mother,  Mary  Elizabeth, 
ced  odd  jobs  while  his  stepfather 
e  a  truck.  The  family  was  usually 
e.  When  Mfume  was  16,  his  mother 

of  cancer,  lea\'ing  Frizzell  to  as- 
i  the  financial  burden  for  his  sis- 

and  himself.  lie  dropped  out  of 
ol  in  tenth  grade  and  took  jobs  at 

a  local  bakery  and  a  meat  market. 
Sundays,  he  shined  shoes.  "All  of 
riends  were  going  to  the  prom  and 
ig  fun,"  he  remembers.  "All  I  did 
work." 

ifore  long,  Mfume  hooked  in  with 
eet  gang  and  let  his  life  spiral  out 
mtrol.  He  spent  evenings  boozing 
gambling  on  corners,  and  by  the 
he  was  20,  he  had  fathered  five 
by  three  women,  all  out  of  wedlock, 
vould  still  be  there,  he  says,  but 
n  epiphany  he  had  one  night  while 
ing  out  in  front  of  the  local  liquor 
!  on  Division  Street.  Not  long  be- 
Mfume's  natural  father  had  gotten 
if  prison  after  serving  time  for  run- 
numbers.  He  had  pleaded  with  his 
:o  clean  up  his  life.  "It  was  a  hot 
night,  and  people  were  standing 
ad  shooting  craps  and  everything 
and  something  just  came  over  me," 
ae  notes.  "I  said,  'I  can't  live  like 
anymore."  And  I  walked  away." 
ume  quickly  began  turning  his  life 
id.  He  took  a  high  school-equivalen- 
xam,  then  enrolled  in  community 
je.  It  was  the  late  1960s,  and  a  ris- 
tide  of  Afrocentrism  had  swept 
igh  the  black  community.  Frizzell 
ted  the  tribal  African  name  he  uses 
/,  and  he  began  studying  his  Afri- 
^merican  heritage,  as  well  as  cur- 
events.  Sporting  a  dashiki  and  Afri- 
ewelry,  he  joined  a  local  black  radio 
)n,  WEBB,  and  later,  a  noncommer- 
;tation  at  Morgan  State  University, 
e  he  had  transferred  to  study  polit- 
icience. 

i  a  DJ,  Mfume  i-ailed  against  the 
;  clubby  Democratic  Party,  particu- 
then-Mayor  William  Donald  Schaef- 


THE  BLACK  CAUCUS: 
CAPITOL  HILL'S  NEW  YOUNG  TURKS 


ot  too  long  ago,  you  could 
count  the  members  of  the  Con- 
gressional Black  Caucus  (CBC) 
on  one  hand.  And  for-  decades,  African- 
American  lawmakers  have  often  been 
ignored,  sometimes  patronized,  and 
usually  taken  for  granted.  No  more. 

Changes  in  the  political  map  have 
pushed  the  caucus  into  prominence  in 
the  House.  Congressional  redistricting 
spawned  a  dozen  new  black-majority 
congressional  districts,  most  of  them 
outside  the  traditional  strongholds  of 
Northeastern  and  Midwestern  inner 
cities.  And  consequently,  the  1992  elec- 
tions increased  caucus  membership 
from  26  to  39.  That  represents  nearly 
15%  of  House  Democrats. 

The  Dec.  9  elec- 
tion of  Baltimore 
Democrat  Kweisi 
Mfume  as  caucus 
chairman  marks  the 
emergence  of  a  new 
generation  within 
the  CBC.  Increasing- 
ly, the  battle-scarred 
veterans  of  the  civil 
rights  struggle  have 
been  replaced  by  a 
set  of  street-smart 
pols  focused  on  eco- 
nomic empowerment 
and  political  net- 
working. 

Mfume  may  be 
a  consensus-builder, 
but  he  has  quickly 
let  his  colleagues,  both  black  and 
white,  know  he  means  business.  He 
plans  to  develop  a  rating  system  to 
gi'ade  lawmakers  on  issues  of  concern 
to  African  Americans.  The  leadership 
got  a  taste  of  the  CBC's  ire  when  the 
House  Foreign  Affairs  Committee  con- 
sidered dropping  its  Africa  subcom- 
mittee. Caucus  members  angrily  ob- 
jected, and  House  Speaker  Thomas  S. 
Foley  (D-Wash.)  agreed  to  retain  the 
panel. 

PARTNERSHIP.  Members  of  the  embold- 
ened caucus  are  trying  to  pressure  the 
Democratic  leadership  to  stick  to  its 
liberal  guns,  not  to  move  toward 
trendy  centrisni.  Although  the  cred- 
ibility of  the  threat  is  yet  to  be  tested, 
Mfume  says  he's  willing  to  scuttle  leg- 
islation by  cooperating  with  Republi- 
cans if  his  own  party's  leadership  gives 
short  shrift  to  black  demands.  "No 
longer  are  we  going  to  be  looked  at  as 
an  addendum  to  the  Democratic  agen- 
da," he  declares.  "We  are  going  to  be 


taken  seriously.  Anything  short  of  a 
partnership  could  prompt  us  to  re- 
spond in  kind.  If  that  means  killing 
an  important  piece  of  [leadership- 
backed]  legislation,  then  that  will  be 
the  case." 

In  addition  to  its  bolstered  num- 
bers, the  caucus  is  strengthened  by 
the  growing  power  of  its  members. 
Liberals  from  safe  Democratic  seats 
in  big  cities  have  been  al)le  to  stick 
around  long  enough  to  win  key  posi- 
tions. Ronald  V.  Dellums  (D-Calif.)  re- 
cently became  chairman  of  the  House 
Armed  Services  Committee.  John  Lew- 
is (D-Ga.)  is  the  Democrats'  Chief  Dep- 
uty Whip  and  is  being  talked  about 
as  a  future  Majority  Leader.  John  Con- 
yers  Jr.  (D-Mich.) 
chairs  the  Govern- 
ment Operations 
Committee,  and  Af- 
rican Americans  are 
in  line  to  take  over 
the  Ways  &  Means 
Committee  and  the 
Judiciary  Committee 
in  coming  years. 
COALITIONS.  In  a 
break  with  its  exclu- 
sively urban  past, 
however,  the  CBC  is 
building  coalitions 
across  racial  and 
party  lines  to  tack- 
le specific  problems. 
One  example:  find- 
ing a  solution  to  the 
crisis  in  rural  hospitals.  More  and 
more,  the  focus  is  on  economic  em- 
powerment rather  than  entitlement. 
Caucus  goals  include  tax  incentives  to 
spur  investment  in  inner  cities  and 
poor  rural  areas,  increased  lending  to 
minority  businesses,  higher  infrastruc- 
ture spending,  improved  housing  for 
low-  to  middle-income  Americans,  and 
ensuring  that  President  Clinton  keeps 
his  promise  to  run  a  government  that 
"looks  like  America"— especially  when 
it  comes  to  appointing  federal  judges 
and  prosecutors. 

While  House  Democratic  leaders 
agree  with  nearly  all  the  priorities  of 
the  black  caucus,  they  worry  that 
there  is  not  enough  money  to  pay  for 
them.  The  CBC  has  found  political  pow- 
er, and  Mfume  seems  itching  to  wield 
it.  But  with  the  knives  out  for  federal 
spending,  producing  economic  empow- 
erment for  minorities  will  still  he  a 
tough  fight. 

By  Richard  S.  Dunham  in  Washington 
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WHEN  THE  U.S. 
POSTAL  SERVICE 
CHOSE  WILTEL, 
EVERYONE  WAS 
IMPRESSED. 


t's  quite  a  stamp  of  approval.  The  U.S.  Postal 
Service  chose  WilTel"  to  provide  advanced 
PBX  phone  systems  nationwide.  And  now  we're 
pushing  the  envelope  of  technology  to  give  them  a 
flexible  platform  and  letter-perfect  system  support. 

When  the  U.S.  Postal 
Service  needed  PBX 
solutions,  WilTel  delivered. 


WILTEL  TURNS  UP  EVERYWHERE. 

Total  Business  Coinininiinitioii.s  and  OuUdumny  / 1-8(10  S&h!)!  13 
One  iifthc  Wiltianis  Conipiiincs  W  '  T  /.WJ  WiVM 
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"//  .v///  ('  is  comfortiiii^  to  kiunv  that 
the  Bei  f^er  Funds  are  nuiking  it  possilyle 
for  Ginger  to  eat  well  and  sleep  well." 

PERFORMANCE  IS  WHAT  COUNTS!  Over  the  past  18  years  the 
Berger  100  Fund  and  the  Berger  101  Fund  have  achieved  an  impressive 
record.  We're  proud  of  it,  but  more  important  is  the  investment  philosophy 
behind  our  outstanding  numbers.  Please  call  for  a  prospectus  and  study  it 
carefully.  Each  fund  is  offered  for  a  minimum  investment  of  $250. 

Berger  Associates,  Inc.  •  (800)  333-1001 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


't'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.  How'd  you  become  a  v. p.  ?' 


■'// 


'I  made  a  great  deal  on  the  200.000 
sfizinos  you  didti  7  sell  last  year. ' 


Call  (708)  690-0010 


p.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 
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ACCOUNTING 


BIG  SIX  FIRMS  ARE 
FIRING  CLIENTS 


Huge  lawsuits  make  them  choosy  about  whom  they'll  audit 


Last  August,  Daniel  Cargile,  presi- 
dent and  chief  executive  officer  of 
Teliama  County  Bank,  based  in  Red 
Bluff,  Calif.,  took  a  call  from  a  partner 
at  Ernst  &  Young,  a  Big  Six  accounting 
firm  that  had  been  auditing  the  bank's 
books.  Cargile  thought  he  had  little  to 
worry  about.  His  bank  was  doing  fine 
and  had  lots  of  excess  capital,  which  was 
why  he  was  startled  to  learn  the  reason 
for  the  call.  E&Y  didn't  want  to  audit  the 
bank  anymore.  "As  we  say  around  here, 
our  accountants  fired  us,"  Cargile  says. 

Cargile  and  his  bank 
handily  survived  the  re- 
jection, which  K&Y  won't 
discuss  as  a  matter  of 
policy.  But  lots  of 
banks  are  getting 
phone  calls  similar  to 
Cargile's.  With  growing 
regularity,  major  public 
accounting  firms  are 
turning  their  backs  on 
many  smaller  banks, 
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thrifts,  and  fledgling  companies.  De- 
loitte  &  Touche,  for  one,  declined  to  au- 
dit about  60  companies  trying  to  go  pub- 
lic last  year,  more  than  half  the  103 
initial  puljlic  offerings  they  actually 
evaluated. 

There's  no  mystery  about  the  reason. 
In  recent  years,  accounting  firms  have 
been  forced  to  fork  over  hundreds  of 
millions  of  dollars  to  settle  lawsuits 
brought  by  investors,  the  government, 
and  others  claiming  a  company's  audi- 
tors were  negligent.  Just  last  November, 


WHY  ACCOUNTANTS  ARE  BOWING  OUT 

FEAR  OF  lAW  Accounting  firms  auditing  small  banks,  fledgling  companies 

planning  public  offerings,  and  other  popular  litigation  targets  have  had  to  pay 
hundreds  of  millions  of  dollars  to  settle  claims  alleging  that  their  audits  didn't  un- 
cover financial  problems 

low  -'.-fui-'  ;S  Though  such  clients  require  unusually  intense  scrutiny,  they  ore  of- 
ten unable  to  pay  accounting  firms  enough  to  make  the  business  worthwhile 

REGULATORY  REQUIREMENTS  Under  new  rules  covering  bank  audits,  accoun- 
tants must  conduct  much  more  detailed  examinations 

DATA:  BW 


Ernst  &  Young  agreeiit 
pay  the  government 
million  to  settle  claims 
its  audits  of  hundred- 
thrifts   had  been  in; 
(luate.  And  accountants 
almost  routinely  sued  w 
they're   involved  witli 
IPO  that  goes  sour.  "Li; 
ity  risk  has  gone  so  far, 
not  worth  the  risk  to  ai 
some  small  companies,  ? 
estate   ventures,  finai 
services  companies,  n 
and  small  banks,"  ^ 
Lawrence  A.  Weinb: 
(_'E0  of  Arthur  Andersi 
Co.  "The  risk-reward  in 
off  is  out  of  whack." 
DEEP  POCKETS.  Accounta 
are  doul.ily  nervous  beca 
of  the  laws  on  joint 
several  liability.  Those  h 
say  any  one  defendant  r 
be  liable  for  the  entire 
sustained  by  the  plaintif 
a  court  case,  even  tho\ 
other  defendants  contril 
ed  to  the  loss.  Accounta 
usually  bear  a  small  portion  of 
blame  but  often  have  to  pony  up 
biggest  slice  of  the  damages  beca 
they  typically  have  deeper  pockets  t 
other  defendants.  Even  worse,  since 
Big  Six  firms  are  private  partnersh 
an  individual  partner  is  personally  li; 
for  all  debts  and  legal  judgements 
curred  during  his  or  her  stay  at  a  fi 
Becoming  choosier  may  make  se 
for  auditors,  but  it's  often  hard  on  ci 
panics.  Daniel  Cargile  says  he  is  plea 
with  his  new  auditors.  Other  compan 
though,  may  find  they  have  to  deal  m 
smaller  firms  less  used  to  assess 
their  industry  and  may  not  be  gett 
audits  of  the  caliber  that  they — and  tl 
investors — need.  It's  also  embarrass 
for  companies  to  lose  their  accountai 
because  it  suggests  something  may 
wrong  with  the  books.  And  compai 
trying  to  go  public  may  have  a  toug 
time  of  it,  since  Wall  Street  likes 
imprimatur  of  a  major  CPA  firm.  "I  d( 
think  the  public  is  served  well  by  th 
says  Robert  L.  Gray,  executive  direc 
of  the  New  York  St 
Society  of  CPAs. 

The  current  attiti 
of  the  Big  Six  is  a  n 
cal  change  from 
1980s,  when  they  fell 
over  themselves  to  1; 
clients,  big  and  sm 
At  Deloitte  &  Touc 
the  word  went  out  !'■ 
June  that  audits  of  II 
had  to  be  0.  K.'d  by 


's  head  office.  "Our  aversion  to  risk 
eater  than  our  appetite  for  growth," 

J.  Michael  Cook,  CEO  of  Deloitte  & 
;he.  KPMG  Peat  Marwick  partner  Jef- 

J.  Sands  says  his  firm  looks  for 
J  references  from  attorneys,  bank- 

and  investors  and  conducts  more 
ground  checks  before  it  will  take  on 
w  client.  "If  we  thought  twice  be- 
[about  taking  on  a  new  client],  we'd 
c  three  times  now.  You'd  prefer  not 
e  the  accountant  when  the  thing 

over  the  edge." 

'en  when  accountants  agree  to  work 

a  company,  they  may  charge  more 
idit  companies  in  potentially  hazard- 
ndustries,  in  part  because  the  audits 

more  time.  "There  is  a  premium  to 
'  says  Enrique  M.  Tejerina,  a  part- 
it  KPMG  Peat  Marwick.  "There  are 
'  requirements  the  [bank  and  thrift] 
ts  have  to  fill  with  our  help."  High- 
rices  sometimes  drive  away  busi- 

Condev  Land  Growth  Funds  in 
er  Park,  Fla.,  says  it  left  KPMG  Peat 
vick  when  it  found  an  Orlando  ac- 
ting firm  willing  to  do  the  same 

for  357c  less. 

RULES.  Some  clients  are  taking 
aggressive  steps.  Codenoff  Tech- 
fy  Corp.  in  Yo'nkers,  N.  Y.,  actually 
KPMG  Peat  Marwick  in  December 
ase,  it  says,  the  firm  was  charging 
luch— $67,000  for  an  $8  million  com- 
.  A  KPMG  Peat  Marwick  spokes- 
in  says  the  firm  does  not  comment 
dividual  clients,  but  adds  that  many 
bles  affect  audit  pricing.  Industry 
:es  say  some  companies  have  sued 
ors  that  dropped  them  as  clients, 
w  federal  regulations  being  drafted 
ank  and  thrift  audits  could  exacer- 
the  problem.  In  addition  to  normal 
work,  accountants  will  have  to 
ate  managers'  assessments  of  their 
5'  internal  controls  and  compliance 
laws  on  bank  safety  and  soundness. 
y're  frustrated  because  it's  increas- 
;heir]  liability,"  says  Donna  Fisher, 
ger  of  accounting  policy  for  the 
■ican  Bankers  Assn.  "Any  time  they 
dditional  work,  there's  the  risk 
il  be  held  liable." 

'ift  audits  have  already  become 
elaborate.  "Our  auditing  costs  go 

very  year  because  the  Office  of 

t  Supervision  asks  for  more,"  says 

iresident  of  one  New  Jersey  s&L. 
though  her  company  has  several 
as  much  capital  as  the  thrift  regu- 

s  require,  she  is  concerned  about 
left  out  in  the  cold:  "I  wouldn't 

to  be  having  to  look  for  an  auditor 

I'll  tell  you  that." 

;h  the  bean  counters  looking  out 
for  themselves  than  their  clients 
days,  her  worries  are  likely  to  be- 
even  more  widespread. 
Kelley  Holland  and  Larry  Light,  with 
le  Galen  in  New  York 


MARKETS  &  INVESTMENTS! 


MAYBE  WALL  STREET  AND 
CLINTON  CAN  JUST  BE  FRIENDS 


The  market  isn't  happy,  but  a  little  deficit-cutting  should  help 


For  weeks,  as  the  stock  market 
climbed  to  new  records,  the  drum- 
beat from  Wall  Street  has  been  on- 
going: A  correction,  market  mavens  in- 
sisted, was  on  the  way.  Well,  on  Feb.  15, 
President  Clinton  gave  the  public  a  peek 
at  his  economic  plan — and  the  following 
morning,  the  market,  amazingly,  seemed 
to  do  what  was  predicted.  Large  and 
small  stocks  fell  like  ninepins,  with  over- 
the-counter  stocks  tumbling  nearly  4%, 
and  falling  again  the  next  day. 

Is  the  stock  market's  honeymoon  with 
Bill  Clinton  finally  over?  The  answer  to 
that  is  surely  yes.  But  the  recent  histri- 
onics is  probably  no  more 
than  a  brief  interruption  in  a 
bull  market  fueled  by  low  in- 
terest rates.  True,  there  has 
been  a  definite — and  by  no 
means  discouraging — shift  in 
sentiment  toward  bearish- 
ness.  But  even  the  most  anti- 
Clinton  investment  pros  don't 
believe  that  the  Clinton  eco- 
nomic plan  will  drag  the  mar- 
kets into  perdition.  "The 
whole  tone  of  the  first  two  to 
three  weeks  of  this  Adminis- 
tration has  been  an  anti- 
business  tone,"  complains 
Raymond  Worseck,  chief 
economist  of  A.  G.  Edwards  & 
Sons  Inc.  in  St.  Louis.  Even 
so,  Worseck's  long-term  mar- 
ket view  remains  positive. 

DRUG    DISASTER.    With  the 

"Clinton  market"  at  an  end,  what  lies 
ahead  is  far  dicier.  While  the  overall  di- 
rection will  be  up — continued  low  rates 
will  see  to  that — traders  and  investors 
can  be  expected  to  pounce  on  the  down- 
side in  the  Clinton  economic  program  as 
it  unfolds.  One  early  casualty  is  the 
health-care  sector,  which  is  still  reeling 
from  the  President's  attack  on  pharma- 
ceutical-industry pricing  practices.  Phar- 
maceutical and  biotechnology  stocks 
were  slaughtered  on  Feb.  16,  contribut- 
ing to  a  3.67  decline  in  OTC  stocks,  and 
the  carnage  continued  on  Feb.  17,  when 
the  NASD.-^Q  composite  was  off  an  addi- 
tional 17.  "I  think  the  market  had  got- 
ten a  bit  ahead  of  itself,  and  that  some 
kind  of  correction  was  lurking.  Clinton 
was  the  catalyst,  of  course,  but  the  mar- 
ket was  in  an  overbought  condition — and 
I  suspect  that  there  will  be  more  weak- 


ness in  the  days  and  weeks  ahead,"  ob- 
serves James  Solloway,  director  of  re- 
search at  Argus  Research  Corp. 

Indeed,  as  the  pain  inherent  in  the 
Clinton  economic  plan  becomes  more 
evident,  the  stocks  of  affected  compa- 
nies will  continue  to  nose-dive.  But  the 
likelihood  of  a  full-blown  blowout  re- 
mains scant,  because  of  the  market's  ace 
in  the  hole:  interest  rates.  Long  rates 
declined,  briefly,  on  Feb.  16  in  reaction 
to  the  speech  and  then  fell  again  the 
following  day.  With  30-year  Treasuries 
yielding  7.17,  and  short  rates  remaining 
below  37,  the  old  "no-place-else-to-in- 


vest"  argument  for  stocks  remains  valid. 

Another  cheery  tiding  is  a  rise  in  bear- 
ishness.  Leading  brokerages  such  as 
Goldman,  Sachs  &  Co.  are  advising  in- 
vestors to  raise  their  cash  levels.  Such 
nervousness  is  cherished  as  a  contrary 
indicator.  John  S.  Lyons,  president  of  J. 
Lyons  Fund  Management  Inc.  in  Chica- 
go, notes  that,  by  contrast,  "smart  mon- 
ey" remains  bullish.  Among  the  latter 
are  stock-exchange  specialists,  who  still 
have  only  paltry  short  positions,  which 
Lyons  views  as  a  good  sign. 

As  high-bracket  taxpayers,  Wall 
Streeters  don't  much  like  the  castor  oil 
that  Bill  Clinton  is  trying  to  pour  down 
their  throats.  But  if  he  succeeds  in  cut- 
ting the  deficit,  and  long  rates  keep  fall- 
ing, the  Street's  Clinton-hecklers  will  be 
grousing  all  the  way  to  the  bank. 

By  Gary  Weiss  in  New  York 
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Commentary/by  Larry  Light 


SMALL  BUSINESS:  THE  JOB  ENGINE  NEEDS  FUEL 


Small  and  midsized  companies  are 
America's  secret  economic  weap- 
on— nimble,  entrepreneurial,  and 
innovative.  These  incubators  of  growth 
created  80'X  of  the  jobs  in  the  1980s. 
That's  why  helping  small  business  is  a 
key  part  of  the  economic  package  that 
Bill  Clinton  unveiled  on  Feb.  17. 

There's  just  one  problem:  Small  busi- 
ness may  not  be  up  to  the  task.  Ac- 
cording to  a  December  survey  by  the 
National  Federation  of  Independent 
Business,  only  137'  plan  to  expand  em- 
ployment in  1993,  and  107  plan  reduc- 
tions. The  main  obstacle  is  that  small 
companies  are  having  lots  of  trouble 
getting  money  from  their  traditional 
sources — banks  and  insurers.  Despite 


Who's  to  blame?  Many  people  cite 
stultifying  government  regulation,  a 
belated  response  to  the  1980s'  baccha- 
nal. The  Clinton  Administration  is  ex- 
ploring ways  to  relax  the  regulatory 
burden.  All  the  whining  from  banks 
and  insurers  about  a  heavy  regulatory 
hand,  though,  is  vastly  exaggerated. 

The  truth  is  that  many  U.  S.  finan- 
cial institutions,  burned  by  bad  loans 
during  the  1980s,  have  grown  too  cau- 
tious for  everybody's  good,  including 
their  own.  Banks  would  rather  make 
loans  to  big  corporations  or  simply  dine 
out  on  the  difference  between  paying 
37'  for  a  certificate  of  deposit  and  col- 
lecting 67  from  a  medium-term  Trea- 
sury. In  other  words,  they  prefer  to 


BANK  LENDING 
STAYS  TIGHT... 


...AS  DO  PRIVATE 
PLACEMENTS 


10«NS  70  COWMfRClAt 
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the  economic  recovery,  bank  loans  are 
way  down  from  1989,  and  insurer-pro- 
vided private  placements,  which  usual- 
ly go  to  smaller  fry,  are  even  worse 
(charts).  The  recovery  may  bring  more 
lending,  but  not  enough. 
TOO  SAFE.  Look  at  Amlack  Inc.,  a  New- 
ark (N.J.)  chemical  company  now  shut- 
tered for  want  of  capital.  In  1991,  after 
10  years  in  business,  Amlack  closed  to 
retool,  which  would  have  allowed  it  to 
double  its  50-person  work  force.  But 
then  the  company's  lender  failed,  and 
Amlack  so  far  has  been  unable  to  get 
replacement  financing.  Meanwhile,  the 
company  is  "dormant,"  laments  Am- 
lack's  investment  adviser,  Anthony  L. 
Alaimo  of  Coloney  Von  Soosten  &  As- 
sociates Inc.  in  Tallahassee,  Fla. 


fund  the  federal  deficit  rather  than 
nurture  job-generating  small  private 
enterprises  that  will  benefit  them  and 
society  in  the  long  term. 

Banks  did  make  lots  of  bum  loans 
last  decade,  but  most  of  the  losses  in- 
volved real  estate  ventures,  not  small 
companies.  Indeed,  it's  possible  to 
make  splendid  returns  on  loans  to 
these  companies.  Good  object  lessons 
are  available  from  the  handful  of  in- 
vestment boutiques,  such  as  New 
York's  Castle  Harlan  Inc.,  that  focus 
on  financing  companies  with  annual 
revenues  of  $150  million  or  so.  The 
payoff  can  be  handsome,  with  internal 
rates  of  return  north  of  257  yearly. 

Sadly,  thei'e  aren't  enough  invest- 
ment lioutiques  to  make  a  difference. 


Castle  Harlan's  new  fund  has  a  me 
$250  million  to  invest.  Venture-capii 
outfits,  which  historically  fund 
dinkiest  outfits  (with  annual  revenu 
up  to  $10  million),  last  year  committ 
only  $2  billion. 

Clinton's  proposal  to  reduce  the  ci 
rent  287^  capital-gains  tax  on  minimi 
five-year  investments  in  stripling  co 
panies — those  with  less  than  $25  n 
lion  in  capital — is  a  misfire.  Sure,  lo 
ering  the  levy  might  trigger  some  n( 
financing.  Trouble  is,  few  business 
that  tiny  want  or  need  outside  equ 
capital;  their  owners  prefer  debt,  whi 
doesn't  dilute  their  stake.  This  propo; 
will  only  help  them  if  they  sell  afl 
five  years,  not  at  the  start,  when  th 
most  need  money.  Besides,  why  un 
the  1986  tax  reform,  which  was 
about  removing  the  economic  distort! 
of  special  tax  incentives? 

There  are  plenty  of  more  effecti 
moves  the  government  could  mal 
One  is  to  start  a  Federal  Natioi 
Mortgage  Assn.  for  small  busine 
which  could  spur  fresh  lending  to  C' 
porate  runts  by  packaging  bank  loa 
into  securities  and  selling  them  to 
vestors.  Another  good  idea:  incres 
the  volume  of  loans  guaranteed  by  t 
Sinall  Business  Administration. 
PENSION  KITTIES.  Although  red-ta 
slashing  is  no  cure-all,  the  Administ 
tion  should  at  least  call  the  bani 
bluff  and  deal  with  genuine  impe 
ments  that  get  in  the  way  of  wort 
lending.  The  same  goes  for  state  ins 
ance  regulators.  Two-year-old  resti 
tions  on  medium-grade  private  pla 
ments,  which  require  insurers  to  pi 
overlarge  reserves  as  a  safegua 
should  be  relaxed.  Default  rates  j 
medium-grades  are  pretty  low  anyw; 

Another  ripe  area  for  potential 
vestment  capital  is  pension  funi 
Much  of  their  billions  now  is  invest 
in  ultrasafe  Treasuries.  Unfortunate 
many  have  internal  rules  limiting  mc 
speculative  investments  to  a  mere 
of  assets.  Fund  sponsors  should  i-el 
these  restrictions  immediately.  Cons 
ering  pension  funds'  awesome  kitti 
an  additional  57 — or  $130  billior 
would  provide  plenty  of  bread. 

In  the  nation's  incubators  of  grow 
feeding  time  is  overdue. 

Larry  Light  is  corporate  finance  edi 
of  BUSINESS  WEEK. 
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THE  POWER 
TO  TURN 
VIRmVLIY 


ANY  PHONE 
INTO  YOUR 
01 1  ICE  IS 

ONE  CALL 
AWAY 


Now  There's  AKT 
TfeieTi'avel  Service 

If  you  ever  travel  on  business,  now  there's  a 
combination  of  calling  features  to  help  you 
stay  more  productive  out  of  the  office.  It 
gives  you  the  power  to  do  more.  And  can 
even  save  you  time  and  money 

ATi^cT  TeleTravel  Service  Is  Easy 

A  toll-free  number  immediately  connects 
you  to  the  AT^  network.  From  virtually 
any  touch  tone  phone  in  the  U.S.  and  key 
international  locations.  Then  you  can  make 
all  your  calls  and  have  all  these  features  at 
your  fingertips: 

•  Call  Long  Distance 

•  Direct  Dial  Internationally 

•  Make  Multiple  Calls  Without  Hanging  Up 

•  Speed  Dial  Frequently  Called  Numbers 

•  Set  Up  3-Way  Conference  Calls 

•  Itemize  Charges  By  Client 

•  Send  And  Receive  Recorded  Messages 

•  Set  Up  Your  Own  Voice  Mailbox 

•  Access  On-Line  Inteipreters 

•  Get  Flight,Weather  And  Sports  Information 

•  Access  24-Hour  Sei'vice  Representatives 

AT(^  TeleTravel  Service  Rates 
Are  Competitive. 

You  get  the  entire  package  of  features  for 
a  low  $10  annual  fee -then  you  just  pay  per 
minute  rates  for  the  calls  you  make.  And 
you  only  pay  for  the  features  you  use.*  So  on 
the  average  oLit-of-offlce  business  call,  AT&T 
TeleTravel  Seivice  can  save  vou  monev 


1 800  544-2222 


EXT  47 


Call  Before  May  30th  And 
Get  Your  $10  Annual  Fee  Back, 


•Voice  Mail  is  available  al  an  additional  monthly  charge. 
Message  Service  is  billed  per  message. 
"The  SIO  annual  fee  is  credited  if  there  is  S40  in 
.iccunuilated  TeleTravel  usage  in  the  first  2  months. 

©  ATSr  1993 


BY  GENE  MARCIAL 


BARGAIN-HUNTING 
IN  THE  WARY 
CLINTON  MARKET 


When  the  stock  market  started 
plunging  on  the  morning  of 
Feb.  16,  investment  manager 
Mark  Tavel's  eyes  widened — in  delight. 
"Now  I  can  buy  the  stocks  that  have 
been  galloping  away  from  me,"  he 
said.  So  as  the  Dow  Jones  industrial 
average  plummeted  to  an  82-point 
wipeout  the  day  after  President  Clin- 
ton's televised  address  on  boosting  tax- 
es, Tavel,  president  and  chief  invest- 
ment officer  of  Rothschild  Asset 
Management,  bought  heavily. 

Topping  his  list:  Varity,  formerly 
known  as  Massey-Ferguson,  a  world- 
wide manufacturer  of  agricultural  trac- 
tors and  diesel  engines  as  well  as  in- 
dustrial equipment  and  automotive 
products  such  as  antilock  brakes. 

The  stock  had  been  on  the  rise  since 
early  1992  when  it  was  trading  at  12  a 
share.  It  climbed  as  high  as  29  this 
February  before  slipping  to  26  on  Feb. 
16.  "We' liked  the  stock  at  28  to  29,  so 
scooping  it  up  at  such  a  bargain  price 
is  a  gift,"  says  Tavel.  He  steers  some 
$800  milhon  at  Rothschild  Asset,  a 
wholly-owned  unit  of  Rothschild  North 
America  Inc.,  which  is  owned  by  the 
British  and  French  Rothschilds. 

Tavel  tracks  about  850  stocks  but  he 
only  has  75  stocks  in  his  portfolio,  con- 
sisting mainly  of  small-  to  mid-caps.  He 
thinks  that  this  group  will  produce  the 
biggest  winners.  His  strategy  is  to  an- 
ticipate surprises  and  changes  in  inves- 
tor perception.  "The  first  change  in  an 
analyst's  earnings  estimate  alerts  us  to 
the  potential  boost,  or  damage,  in  the 
company  involved,"  explains  Tavel.  So 
far,  Tavel's  style  has  worked:  Roth- 
schild Asset  was  up  some  AO'A  in  1991 
and  13.57^  in  1992,  vs.  Standard  & 
Poor's  500's  30%  and  7.77  gains, 
respectively. 

HIGH  GRADES.  "Varity  is  definitely  the 
play  on  the  turn  in  the  U.  S.  economy. 
Ant'  when  the  situation  in  Europe 
starts  catching  up,  it  will  add  another 
leg  t<  Varity's  growth,"  says  Tavel. 
Analyse  he  notes,  have  been  scaling 
up  their  esiipiates  for  Varity,  which  he 
figures  biokt  even  for  the  year  ended 
Jan.  31,  1993.  Hi  sees  a  net  of  $3  in 
fi.scal  1994  and  $4  in  1995. 

With  such  growth,  Tavel  thinks  the 
stock  could  ti.'de  at  a  price-earnings 
ratio  of  15.  Ba.i  ■  '  (  i  the  $3  estimate 


VARITY  IS  TRYING 
TO  PULL  AHEAD 
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for  1994,  that  would  boost  the  stock  to 
45.  The  company,  notes  Tavel,  has  been 
restructuring  by  aggressively  cutting 
costs  and  debt,  as  well  as  diversifying. 
Varity's  507 -owned  Wheels  Interna- 
tional unit  is  a  major  maker  of  automo- 
tive brake  systems  and  trades  on  the 
Big  Board  at  18.  Another  Varity  bull  is 
investor  Mario  Gabelli,  whose  invest- 
ment group  has  bought  a  12.67  stake. 


ONE  MAN'S  USED 
CHIP  IS  ANOTHER . 


,  on't  think  that  all  used  or  un- 
I  wanted  computer  chips  end  up 
in  the  junkyard.  Far  from  it. 
These  castoffs  have,  in  fact,  created  a 
new  industry  that  has  Aurora  Elec- 
tronics thriving.  And  Aurora's  stock, 
listed  on  the  American  Stock  Ex- 
change, has  gone  from  about  5  a  share 
in  August  to  14  on  Feb.  16.  One  big 
investor  believes  the  upswing  has  some 
distance  to  go. 

Formerly  known  as  BSN,  a  sporting- 
goods  maker,  Aurora's  new  business  is 
mainly  recycling  integrated  circuits,  or 
semiconductor  chips.  Aurora's  recy- 
cling sales  have  grown  from  zip  to 
more  than  $40  million  in  the  past  five 
years.  Sales  are  expected  to  hit  $50 
million  this  year  and  top  $68  million  in 
1994.  And  profits  are  also  growing.  An- 
alyst Ian  Gilson  of  L.  H.  Friend,  Wein- 
ress  &  Frankson  in  Irvine,  Calif.,  ex- 
pects 60(f  a  share  in  1993  and  90(t  in 
1994,  vs.  a  loss  in  1992. 

"Aurora  is  in  the  business  of  sorting 
and  selling,"  explains  analyst  Bill  Gib- 
son of  Cruttenden  &  Co.  "The  company 
pulls  off  the  parts  they  want  from  a 
computer  and  then  tests,  straightens. 


redips,  and  polishes  the  chips."  Auror 
pays  suppliers  a  percentage  of  the  sel 
ing  price — about  607 — after  the  part 
are  sold,  says  Aurora  Chairman  an 
CEO  Jim  Cowart.  The  average  pric 
that  the  chips  in  a  computer  brinj 
ranges  from  $100  to  $300. 

Aurora  gets  supplies  from  IBM  a 
well  as  other  computer  makers.  Part 
are  then  sold  to  U.  S.  companies  and  t 
major  brokers  acting  for  customers 
Asia.  "The  potential  market  for  thes 
chips  is  huge,  since  less  than  17  of  th^ 
potential  supply  is  reconditioned  an 
resold,"  says  President  David  Lahar. 


KEEPING  A  LID 
ON  HEALTH  COSTS 


edstat  Systems  has  been 
fast-rising  star  among  healtl 
1  related  stocks,  soaring  fror 
14  to  31  last  year.  The  stock,  now  at  2' 
still  trades  at  a  rich  price-earnings  mu 
tiple  of  35,  based  on  analysts'  199 
earnings  estimates.  Even  so,  it  is  sti 
destined  to  go  higher,  insist  some  pro,' 
Why?  In  these  times  of  earnest  cu 
backs  in  health-care  costs,  Medstat 
in  the  very  heart  of  the  business  tht 
helps  "major  corporations  and  insu 
ance  companies  contain  soaring  healtl 
care  expenditures,"  explains  Kidde 
Peabody  analyst  Elliott  Schlang. 

Medstat  Systems  owns  a  databas 
called  MarketScan  that  covers  moi 
than  7  million  privately  insured  indivii 
uals  representing  320  million  claim 
This  software  tracks  claims  accordin 
to  geographic,  demographic,  and  clir 
cal  patterns.  Schlang  says  Medstat 
ability  to  convert  this  data  into  usab' 
information  for  big  corporations,  ii 
eluding  major  insurers,  gives  Medsts 
a  big  edge  in  the  business.  One  of  Mei 
stat's  software  programs,  System2, 
lows  companies  with  more  than  10,0( 
employees  to  determine  whether  the 
per-employee  health  costs  are  rising- 
and  why.  For  insurers,  the  syste' 
shows  whether  they  are  getting  tl 
full  value  from  their  health-benel 
programs. 

Among  the  company's  clients  ai 
Prudential  Insurance  and  CIGNA.  Me 
Stat  Chairman  and  CEO  Ernest  Luc 
expects  more  contracts  will  be  sign* 
with  insurers  and  corporations  th 
year,  as  pressure  to  curb  health-ca: 
costs  builds  up.  So  Schlang  sees  Mel 
Stat  exceeding  his  earnings  estimate  I 
of  68$  a  share  for  the  year  endii 
Sept.  30,  1993,  and  85$  in  1994,  \i 
1992's  48$.  He  thinks  the  stock  will  li 
the  high  30s  in  12  months.  f 
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One  smart  business  call. 


That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
ixuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  diat  will  bring  you  back  again 
id  again.  And  it  begins  die  very  first  night  widi  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
^arable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 


H 


O 


T 


E 


L 


S 


Whenyour  travels  takeyou  to  Canada,  consultyour  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


IS  MKROSOn  TO 


It's  a  chilly  November  night  in  Las 
Vegas,  but  10,000  technoids  are  in 
full  fever  pitch.  They're  in  town  for 
1992's  Fall  Comdex,  the  computer 
world's  biggest  convention  cum  celebra- 
tion. Tonight  is  the  annual  Chili  Cook 
Off,  a  charity  event  for  the  National 
Center  for  Missing  &  Exploited  Chil- 
dren. Each  year,  the  crowd  pours  in  for 
kegs  of  beer,  vats  of  chili,  and  live  mu- 
sic. For  one  night,  archrivals  in  the  in- 
dustry are  exi)ected  to  put  aside  their 
bitter  feuds  and  just  goof  off. 

But  not  this  year.  The  Grayson  broth- 
ers, Paul  and  George,  founders  of  soft- 
ware house  Micrografx  Inc.  and  organiz- 
ers of  the  event,  are  thanking  com- 
panies that  ponied  up  money.  Each  gets 
a  round  of  applause.  That  is,  until  one  of 
the  hosts  offers  "a  special  thanks  to  Bill 
Gates  and  Microsoft,"  donors  of  $30,000. 
The  crowd's  reaction:  scattered  cheers, 
drowned  out  by  a  round  of  boos. 
BIG  GREEN.  The  fear  and  loathing  on  dis- 
play in  Las  Vegas — as  well  as  envy  and 
a  grudging  respect — are  the  natural  re- 
sponses to  Microsoft  Corp.  these  days. 
Long  a  power  in  personal  computer  soft- 
ware, Microsoft  has  now  emerged  as 
clearly  the  most  important  single  force 
in  the  entire  computer  industry.  Where 


Microsoft  leads,  computer  makers 
and  customers   follow.   Where  it 
stakes  a  claim,  rivals  steer  clear. 
And  as  it  springboards  from  its 
dominance  in  operating  systems 
into  a  commanding  position  in  ap- 
plications programs,  Microsoft 
leaves  less  and  less  territory  for  its 
software  rivals.  Many  venture  capi- 
talists these  days  say  they  won't  con- 
sider funding  a  software  startup  that 
looks  like  it  might  wind  up  competing  on 
Microsoft's  expanding  turf. 

Such  a  concentration  of  clout  and  pow- 
er has  not  been  seen  in  the  computer 
industry  since  the  glory  days  of  IBM. 
Even  Intel  Corp.,  whose  microprocessors 
are  as  pervasive  as  Microsoft's  software, 
does  not  have  the  leverage  of  Microsoft, 
in  part  because  Intel  now  must  respond 
to  chip  clones  (page  86).  Some  software 
executives  refer  to  Microsoft,  headquar- 
tered amid  the  evergreen  trees  of  Red- 
mond, Wash.,  as  "Big  Green."  Says  Alan 
K.  McAdams,  the  chief  economist  in  the 
Justice  Dept.'s  fruitless  antitrust  suit 
against  IBM  in  the  1970s:  "It  sure  sounds 
familiar.  Microsoft  is  using  its  power  in 
ways  that  are  just  like  IBM's." 

But  does  that  mean  Microsoft  is  too 
powerful?  Does  its  dominance  really  in- 


WHY  ALL  THE  FUSS?  THE  POINTS  OF  CONTENI 


EARLY  PRODUa  ANNOWNCEMENTS 


CHARGE  To  preempt  competing 
products,  rivals  say,  Microsoft  some- 
times announces  products  years  be- 
fore they  actually  exist.  Even  if  a  ri- 
val's product  already  has  the  features 
that  Microsoft  promises,  many  cus- 
tomers are  reluctant  to  buy  it,  prefer- 
ring instead  to  wait  for  the  "safe 
choice" — Microsoft 

RESPONSE  Microsoft  says  it  is  impor- 
tant to  let  outside  software  develop- 
ers know  Microsoft's  directions  in 
system  software  so  they  can  develop 
application  programs.  In  fact,  soft- 
ware developers  demand  it.  And,  Mi- 
crosoft says,  it  is  important  to  let  cus- 
tomers know  where  it's  headed  so 
they  can  plan  accordingly 


INSIDE  KNOWLEDGE 


CHARGE  Makers  of  applications  pro- 
grams allege  that  Microsoft's  applica- 
tions programmers  have  advance  de- 
tails of  its  operating  system  software, 
and  the  company  is  slow  to  share  vital 
information.  They  say  Microsoft  uses 
this  edge  to  bring  out  better  applica- 
tions sooner.  This,  rivals  complain,  is 
a  big  reason  Microsoft  has  more  than 
60%  of  the  market  for  programs  that 
work  with  Windows 

RESPOHSE  Microsoft  says  it  freely 
shares  its  knowledge  with  the  indus- 
try and  enjoys  no  substantial  advan- 
tage in  developing  applications  that 
work  with  its  operating  systems.  The 
company  says  its  software  sells  well 
because  it's  good 


T^IE  DOS  TAX 


CHARGE  Rivals  say  that  the 
crosoft  licenses  MS-DOS  ai 
dows  to  major  PC  manufact 
makes  it  nearly  impossible  1 
to  compete.  Under  some  M 
censing  contracts,  PC  make 
fee  to  Microsoft  for  every  F 
ship,  even  if  they  don't  instc 
crosoft  software  on  each  m; 
Because  of  this,  PC  makers 
likely  to  substitute  a  compe 
ating  system 

RESPONSE  Microsoft  says  I 
can,  and  do,  choose  several 
ways  to  license  MS-DOS.  T 
versial  "per  processor"  lice 
rangement  offers  a  lower  pi 
higher  volume 


82  BUSINESS  V\/EEK/MARCH  1,  1993 


SPECIAI' 


ERFUL? 


HOW  THE  INDUSTRY'S 
LEADER  IS 

WIELDING  ITS  CLOUT 


hibit  competition  in  the  software  market, 
and  does  it  hamper  advancement  of  the 
computer  industry  itself?  And,  perhaps 
most  worrisome,  will  it  ultimately  lead 
to  fewer  competitors  and  less  innovation 
in  an  industry  founded  on  the  latest,  the 
greatest,   and  nevei--before-thought-of? 
Those   questions   are   critical  because 
computer  software  has  be- 
come one  of  the  driving 
forces  in  the  economy. 
Not  only  is  the  software 
industry  a  key  area  for  job 
creation,  but  it  also  pro- 
duces the  tools  other  indus- 
tries need  to  boost  productivi- 
ty. Is  such  a  vital  industry  best 
served  by  having  a  single  domi- 
nant company? 
FTC  PROBE.  Microsoft's  competitors 
answer  no.  Software  rivals  insist  that 
jcrosoft's  hyperaggressiveness — its 
use  of  every  trick  at  its  disposal  to  gain 
an  edge,  enter  a  new  segment,  or  eke 
out  one  more  iota  of  market  share — has 
started  to  edge  out  innovation  itself  as 
the  force  that  determines  the  shape  of 
the  industry.  Microsoft  Chairman  Wil- 
liam H.  Gates  III  says  such  charges  are 
ridiculous.  "Our  success  is  based  on  only 
one  thing:  good  products.  It's  not  very 


/EEN  MICROSOFT  AND  COMPETITORS 


PRICING 


licrosoft  can  offer  low-ball 
/o  ways:  by  including  extra 
vith  its  operating  systems 
■g  profits  from  operating 
;s  to  support  low  pricing  of 
3  programs.  For  instance, 
las  not  made  much  head- 
jgainst  Novell  in  sales  of 
!  software,  Microsoft  is 
ig  networking  into  Win- 
/IS-DOS 

Microsoft  says  it  is  an  in- 
trend  that,  as  operating 
iware  is  improved,  more 
ich  as  networking,  commu- 
id  graphics,  are  included  to 
lUting  more  seamless  for 


THE  F.U.D.  FAaOR 


CHARGE  As  the  dominant  force  in  PC 
software,  Microsoft  uses  its  unique 
position  to  spread  "fear,  uncertainty, 
and  doubt"  about  its  rivals  to  stop 
customers  from  buying  rival  prod- 
ucts. Microsoft,  competitors  say, 
warns  buyers  that  if  they  buv  IBM's 
OS/2  or  Novell's  DR-DOS-^both  of 
which  claim  advantages  over  Micro- 
soft's operating  systems — they  will 
be  throwing  away  their  money  be- 
cause those  products  may  wind  up  in- 
compatible with  Windows  or  may  not 
be  around  in  a  few  years 

RESPONSE  Microsoft  says  customers 
ask  for  advice  on  many  products,  and, 
when  it  comments  it  is  just  respond- 
ing to  questions 


BRAIN-PICKING 


CHARGE  Several  companies  charge 
that  Microsoft  has,  in  effect,  stolen 
their  ideas  in  the  course  of  exploring 
collaborative  agreements.  Go  Corp., 
for  example,  says  that  Microsoft  ex- 
pressed interest  in  writing  applica- 
tions for  Go's  operating  system  for 
pen-based  computers.  After  Micro- 
soft programmers  examined  Go's 
technology,  however,  Microsoft  said 
it  was  no  longer  interested,  Go  says. 
Then,  Microsoft  announced  plans  for 
a  competing  system,  developed,  in 
part,  by  those  who  visited  Go 

RESPONSE  Microsoft  says  it  is  upset- 
ting that  companies  accuse  it  or  imply 
it  stole  from  them.  Microsoft  says  it 
always  honors  nondisclosure  pacts 


BORLAND 


:eport 
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complicated,"  he  says.  "We're  not  pow- 
erful enouy;h  to  cause  products  that  are 
not  excellent  to  sell  well."  Still,  com- 
plaints from  other  software  makers 
helped  spur  a  2 '/a -year  investigation  by 
the  Federal  Trarle  Commission  into  Mi- 
crosoft's tactics.  FTC  sources  say  the 
nonpublic  prolie  was  completed  at  the 
close  of  11)!)2  and  focused  on  allegedly 
unfair  tactics  used  to  siiuelch  competi- 


customers  and  a  review  of  still  secret 
FTC  documents  point  to  one  overriding 
concern:  Microsoft's  methods  and  its 
growing  control  over  the  computer  in- 
dustry could  choke  the  life  out  of  any 
company  that  stands  in  its  way.  Steven 
P.  Jobs,  chairman  of  NeXT  Computer  Inc.' 
and  an  outspoken  critic  of  Microsoft,  has 
publicly  called  for  the  breakup  of  Micro- 
soft into  two  companies:  one  for  operat- 


MICROSOfT  AND  THE  SEVEN  DWARFS 

Microsoft's  seven  largest  publicly  traded  competitors  are:  Novell,  Lotus, 


REVENUE 


THE  NEXT  SEVEN  ^ 

THE  smu 

WITHOUT  NOVElt 

] 

  MICROSOfT 

tion  (table).  According  to  a  confidential 
outline  obtained  by  BCSIKESS  WEEK,  the 
FTC  investigated  practices  ranging  from 
the  way  Microsoft  prices  software  to  the 
way  it  allegedly  uses  tying  arrange- 
ments to  force  customers  who  want  one 
Microsoft  product  to  also  buy  others. 
Sources  close  to  the  investigation  say 
that  PTC  staffers  recommended  a  num- 
l.ier  of  actions,  including  a  preliminary 
court  injunction,  ordering  Microsoft  to 
cease  the  offending  practices  immediate- 
ly, ])enfling  the  outcome  of  the  case. 
NECESSARY  EVil?  That  they  would  even 
contemplate  such  an  injunction — rather 
than  wait  for  the  outcome  of  a  commis- 
sion proceeding — is  an  indication  of  how- 
serious  the  situation  appears  to  the  FTC 
staff,  says  Terry  Calvani,  a  former  FTC 
commissinner.  "The  reason  the  staff 
went  into  thi:s  uncharted  area  was  the 
concern  that  there  are  companies  in 
business  today  that  may  no  longer  be" 
by  the  time  the  I'Tc  could  finish  trying  a 
case  against  Microsoft,  he  says.  But  an 
injunction  was  only  one  staff  recommen- 
dation among  many  and,  so  far,  the  FTC 
commissioners  have  not  acted.  On  Feb. 
5,  they  considered  the  re -iimmendations 
and  split  2-2  on  what  aCiWMi,  if  any,  to 
take.  'They  are  expected  to  i  I't  again  in 
a  few  weeks,  but  Calvani  Sci\s  the  tie 
does  not  bode  well  for  compeliS'irs  who 
were  hoping  to  see  dramatic  action. 

Even  if  the  FTC  does  nothing,  the  dom- 
inance of  Microsoft  will  remain  a  mael- 
strom of  controversy.  Interviews  with 
more  than  HO  industrv  executives  and 


ing  systems  and  one  for  applications  pro- 
grams. That  move — considered,  then 
rejected  by  the  FTC  staff — would  kee]) 
Microsoft  from  using  its  operating-sys- 
tems business  to  give  its  applications 
business  an  extra  edge,  as  now  alleged. 

For  the  most  ])art,  customers  can't  see 
what  all  the  fuss  is  about:  Most  seem 
happy  with  what  they're  getting  and 
with  what  they're  paying  for  it.  And 
even  if  computer  makers  grouse  about 
how  much  influence  Microsoft  now  ex- 
erts over  their  business  plans,  they  con- 
cede that  the  standards  Microsoft  sets 


BIG  BLUE  MEETS 
BIG  GREEN 

As  IBM  ruled  the 
1970s  v/ith  its  main- 
frame hardware,  Micro- 
soft dominates  today 
with  its  operoting 
system  software 

Microsoft  used  IBM's 
own  tactic  against  it:  By 
"preannouncing" 
Windows  NT,  it  stalled 
sales  of  Big  Blue's 
OS/2,  Version  2 


are  helping  to  keep  their  industry 
brant.  Says  an  executive  with  a  top- 
PC  maker:  "Microsoft  is  not  just  a  ne 
sary  evil  at  this  point.  It's  necessary 
the  industry  to  proceed." 

For  many  customers,  Big  Green 
already  taken  on  the  role  that  had  b 
Big  Blue's.  The  saying  among  compi 
managers  used  to  be:  "Nobody  evei- 
fired  for  buying  IBM."  Now,  says 
information-technology   manager   i  - 
major  French  manufacturer:  "If  you 
all  your  marbles  in  the  Microsoft 
you're  safe — like  the  old  IBM." 

Even  Gates,  who  pooh-poohs  com] 
sons  with  the  mighty  IBM  of  the  1!) 
agrees  that  his  company  has  parti 
taken  on  the  leadership  role  Big  I 
has  lost.  "Who's  there  to  fill  that  v; 
um?  Microsoft,  more  than  anyone  el 
he  says.  Adds  Roger  McNamee,  a  p 
ner  in  technology  investors  Inte; 
Capital  Partners:  "Microsoft  has  h 
anointed  the  industry  tsar.  When  i 
happens,  people  make  it  very,  very  ri 
WINDOWS  AND  ORPHANS.  Rich  ind 
Microsoft's  MS-DOS  operating  systen 
used  by  817'  of  the  22  million  IBM-c 
patible  PCs  built  every  year,  accordinj 
Sanford  C.  Bernstein  &  Co.  Micro 
Windows,  which  gives  MS-DOS  a  gra 
cal  "look  and  feel,"  is  selling  at  the 
of  1  million  copies  a  month.  And  beca 
it  has  been  first  to  market  with 
notch  applications  packages  for  ^ 
dows,  Microsoft  is  now  the  king  of 
white-hot  growth  segment.  Lotus  De 
opment  Corp.,  the  king  of  spreadshi 
in  the  MS-Dos  world,  has  just  207'  of 
$756  million  Windows  spreadsheet  r 
ket,  while  Microsoft's  Excel  now  cla 
I'-V  ' ,  says  market  researcher  Dataq 
Inc.  In  word  processing,  the  MS-DOS  1 
er,  Word])erfect,  has  317  of  the 
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s  market,  compared  with 

for  Microsoft  Word, 
short,  Microsoft  is  clean- 
up big  time — at  the  ex- 

,e  of  its  smaller  rivals. 

le  other  software  makers 

e  announcing  shrinking 

ket  share,  losses,  or  lay- 
in  1992,  Microsoft  tacked 

5975  million  in  calendar- 

'  revenues — more  than 

of  all  the  revenue  growth 

he  PC  software  industry, 

rding  to  preliminary  Data- 

3t  figures.  Microsoft's 

e  of  the  world  desktop  PC 

ware  industry  reached 

last  year,  Dataquest  fig- 

.  And  if,  as  analysts  pro- 
Microsoft  sales  rise  36'a, 

3.75  billion,  in  the  fiscal 
ending  June  30,  Micro- 
will  have  more  revenues 
its  seven  closest  publicly  held  rivals 

jined.  And  at  nearly  $1  billion,  it  will 

'  more  than  twice  their  net  income 

•t). 

1  that  money,  rivals  fear,  will  soon 
slate  into  even  greater  power  for 
osoft.  Without  healthy  profits,  other 
vare  makers  may  find  it  impossible 
md  new  development  or  finance  up- 
es  of  complex  programs  such  as 

bases,  which  comprise  millions  of 

of  code.  Borland  International  Inc. 
rman  Philippe  Kahn  blamed  pres- 

from  Microsoft's  foray  into  Bor- 
s  data-base  turf  when  he  laid  off 
of  his  2,200  workers  in  December, 
ind  then  reported  a  $61.3  million 
for  the  quarter  and  put  on  the  back 
er  a  word  processing  project  that 

been  two  years  in  development, 
s  says  Borland  suffered  mainly  be- 
9  its  products  were  late  to  market, 
tus,  once  No.  1  in  PC  applications 


programs,  had  its  first-ever  layoffs  in 
1992.  Now,  it's  concentrating  its  re- 
sources where  Microsoft  isn't — yet:  Pro- 
grams such  as  Notes,  which  helps 
groups  of  workers  collaborate. 
'TOTAL  UNDERDOG.'  Such  a  sharp  con- 
trast between  one  have  and  many  have- 
nots  worries  industry  executives.  They 
fear  there  will  be  few  major  players, 
more  consolidation,  and  less  money  for 
everybody  except  Microsoft.  They  also 
warn  of  a  chill  on  software  startups. 
John  M.  Grillos,  who  manages  technol- 
ogy investing  for  Robertson  Stephens' 
venture-capital  arm,  says  that  there  are 
still  new  opportunities  for  startups  and 
scores  are  on  the  drawing  boards — in 
promising  new  areas  such  as  multime- 
dia. But  he  has  a  long  list  of  phone 
numbers  at  Microsoft  and  checks  the  be- 
hemoth's plans  before  going  ahead  with 
an  investment.  Does  he  call  very  often? 
"You  bet,"  he  says.  "I'm  not  crazv." 
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Gates,  the  billionaire  mas- 
termind of  the  Microsoft  em- 
pire, says  such  worries  are 
nonsense.  Is  Microsoft  too 
powerful?  "The  answer  is  sim- 
ply no,"  he  says.  He  points 
out  that  Microsoft  still  lags  in  some  im- 
portant markets.  "Take  networking. 
We're  the  total  underdog."  And,  he  as- 
serts, in  markets  such  as  spreadsheets 
and  word  processing,  Microsoft's  pres- 
ence has  prodded  the  competition  to  im- 
prove their  wares. 

Gates  also  points  out  that  his  com- 
manding position  does  not  guarantee 
him  success  in  the  next  generation  of 
software:  operating  systems  that  will  let 
networks  of  personal  computers  take  on 
the  big  computing  jobs  now  done  by 
mainframes,  minicomputers,  and  work- 
stations. Microsoft's  entry,  Windows  XT, 
will  square  off  with  Novell's  UnixWare, 
Sun  Microsystems'  Solaris,  IBM's  OS/2, 
and  NeXT's  NextStep. 

Still,  none  of  those  competitors  has 
the  momentum  that  Microsoft  gets  from 
Windows.  That  should  hel])  Gates  reach 
his  stated  goal  of  selling  1  million  copies 
of  XT  the  first  year.  But  he  insists  that 
doesn't  mean  XT  is  already  the  winner. 
"This  is  a  hypercompetitive  market," 
Gates  says.  "Scale  is  not  all  positive  in 
this  business.  Cleverness  is  the  positive 
in  this  business." 

To  be  sure,  competitors  such  as  Lotus 
and  Borland  have  contributed  to  the 
myth  of  Microsoft's  invincibility  through 
their  own  less  than  clever  moves.  Equal- 
ly true,  there  are  examples  of  software 
companies  that  have  kept  well  ahead  of 
Microsoft.  Many,  such  as  Intuit  Inc.,  a 
maker  of  personal  finance  software,  are 
masters  of  lucrative  niches  (page  88). 

The  biggest  player  to  successfully 
fend  off  Microsoft  so  far  has  been  No- 
vell Inc.,  the  $933  million  Provo  (Utah) 
maker  of  networking  software.  But  Mi- 
crosoft is  aiming  for  this  key  software 
market  by  building  some  features  simi- 
lar to  Novell's  NetWare  into  Windows 
NT.  Says  Kanwal  S.  Rekhi,  a  Novell  ex- 
ecutive vice-president:  "Microsoft  will 
keep  us  on  our  toes."  Then,  half-joking- 
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ly,  he  adds:  "I  hope  they  don't  kill  us." 

Novell  can  afford  to  joke.  For  now,  it 
.still  holds  707'  of  its  market.  But  the 
rest  of  the  industry  isn't  laughing.  Rival 
software  companies  give  Microsoft  cred- 
it for  building  good  products  and  mar- 
keting them  cleverly.  But  many  soft- 
ware executives  also  are  fuming  about 
what  they  say  are  Microsoft's  unneces- 
sarily tough,  sometimes  downright 
mean-spirited  tactics.  Says  the  CEO  of  a 
rival  software  company:  "If  you  were  in 
my  shoes,  you  would  probably  want  to 
go  and  shoot  them.  It's  not  a  level  play- 
ing field.  IBM  was  the  most  opportunistic 
and  ruthless  in  the  1970s.  And  that's 
exactly  what  Microsoft  is  today." 
VAPOR  TIGERS.  Indeed,  industry  veter- 
ans say  there's  a  striking  parallel  be- 
tween how  Big  Blue  behaved  back  then 
and  how  Microsoft  acts  now.  Computer 
executives  say  that  just  like  the  IBM  of 
yore.  Big  Green  bullies  partners,  with- 
holds vital  information,  disparages  com- 
petitors, and  stalls  the  market  by  an- 
nouncing products  long  before  they're 
ready.  Microsoft  denies  such  charges. 
While  such  tactics  are  in  the  playbooks 
of  many  competitors,  in  the  hands  of  the 


richest  and  most  powerful  player,  they 
can  be  lethal. 

Take  IBM's  classic  move  of  announcing 
a  product  long  before  it  was  ready  to 
ship — a  tactic  known  as  "preannounc- 
ing."  In  software,  such  products  are 
called  "vaporware"  and  no  one  pays' 
much  attention — unless  the  company 
promoting  vapor  holds  a  dominant  posi- 
tion. In  that  case,  the  market  freezes. 
Facing  upstart  Control  Data  Corp.  in  the 
19(i0s,  IBM  paralyzed  the  market  for  sci- 
entific mainframes  by  announcing  it  was 
working  on  machines  that  would  be  far 
faster  than  CDC's.  These  paper  tigers,  as 
they  came  to  be  known  in  a  subsecjuent 
antitrust  trial,  prevented  CDC  from  win- 
ning a  single  order  in  18  months. 

Microsoft  preannouncements  now 
have  a  similar  effect.  Take  the  case  of 
Adobe  Systems  Inc.,  maker  of  software 
that  controls  how  computer  printers  pro- 
duce typefaces.  In  September,  1989,  Mi- 
crosoft and  Apple  Computer  Inc.  said 
they  would  jointly  develop  a  rival  prod- 
uct. Adobe's  stock  fell  207'  in  one  day, 
and  for  the  next  nine  months  the  compa- 
ny spent  907  of  its  time  answering  cus- 
tomer's questions  and  "fighting  vapor- 


ware," says  Chairman  John  E.  Warnc 
As  it  turned  out,  Apple  backed  off  ; 
Microsoft  did  not  ship  its  compet 
product,  Truelmage,  for  two  years. 

Microsoft  has  turned  this  Big 
weapon  on  IBM  itself.  Just  as  IBM 
getting  OS/2  Version  2.0  off  the  grot 
in  mid-1991,  Microsoft  announced  pi 
for  Windows  NT.  Like  the  IBM  prodi 
NT  would  be  a  32-bit  operating  systi 
meaning  that  it  would  tap  all  the  pow 
of  Intel's  fastest  chips.  Customers  co 
buy  the  32-bit  system  from  IBM  then 
wait  at  least  18  months  for  NT. 
POWER  PITCH.  Guess  what?  Most  of 
market  is  waiting  for  the  leader.  An 
ecutive  at  a  top  PC  company  tells  of 
customer  that  felt  the  squeeze  al 
committing  to  buy  36,000  copies  of  0^ 
The  way  the  exec  tells  it,  Microsoft  c£ 
and  pitched  NT,  and  the  buyer  put 
OS/2  order  on  hold.  "It  used  to  be 
could  put  orders  on  hold,"  says  the  e; 
utive.  "Now  it  happens  with  Microso 

And  NT?  It's  the  toast  of  the 
world  even  though  it's  still  not  rea 
After  a  six-month  delay,  it's  now  scl 
uled  for  shipment  by  June — two  ye 
after  it  was  announced.  It  could  be  a 


FOR  INTEL,  ONE  GOOD  FRIEND  ISN'T  ENOUGH 


icrosoft  isn't  the  only  standard- 
,  bearer  in  the  computer  busi- 
Iness.  Software  alone  does  not  a 
computer  make,  and  when  it  comes  to 
standard  PC  hardware,  the  world  looks  to 
Intel  Corp.  Its  microprocessors  are  at  the 
heart  of  most  IBM-compatible  personal 
computers. 

But  Intel's  power  isn't  rock-solid.  For 
starters,  unlike  Microsoft,  it  has  lost 
share  in  its  core  business.  Clonemakers 
Advanced  Micro  Devices  Inc.  and  Cyrix 
Corp.  have  already  snagged  627'  of  the 
market  for  Intel's  aging  386  chips  and 
are  getting  ready  to  sell  clones  of  the  486 
as  well.  Their  presence  has  forced  Intel 
to  adjust  its  marketing  plans  in  the  past 
two  years,  accelerating  the  shift  from 
386  to  486  chips. 

'SIMPLICITY.'  Intel  could  be  in  for  more 
adjustments  as  Mici"osoft,  its  partner 
since  the  dawn  of  the  IBM  PC  in  1981, 
spreads  out.  Windows  NT,  scheduled  to 
appear  this  June,  will  be  the  first  Micro- 
soft operating  system  to  run  on  chips 
other  than  those  that  are  Intel-compati- 


Microsoft's  Gates  and  ntel's  Grove: 
Intel  needs  Microsoft,  but  the  reverse 
is  becoming  less  and  less  true 


ble.  For  starters,  NT  will  also  run  on  the 
Alpha  AXP  chip  from  Digital  Equipment 
Corp.  and  the  R4000  line  from  MIPS 
Computer  Systems  Inc.,  now  owned  by 
Silicon  Graphics  Inc.  These  are  RISC 
(for  reduced  instruction-set  computing) 
chips,  the  type  of  speedy  design  that 


since  1985  has  been  challenginj 
dominance. 

Microsoft  says  the  RISC  deal; 
satisfy  customer  requests  and  d( 
cate  a  change  in  the  relations! 
Intel.  "Our  cooperation  with  Int 
more  advanced  than  it  is  els( 
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Even  Borland  is  developing  software 
it.  Says  CEO  Kahn:  "There's  no 
;e.  The  issue  is  not  whether  NT  is 
I  or  bad.  The  issue  is  NT  is  bein^- 
led  by  Microsoft." 

id  Microsoft  is  already  tidking  about 
jperating  system  beyond  NT.  It's 
d  Cairo,  and  it's  due"  by  19!)r).  The 
)any  says  that  package  will  match 
ures  of  Novell's  most  advanced 
'orking  programs  and  the  object-ori- 
i  programming  features  of  Next- 
and  Pink,  the  operating  system  due 
1)95  from  Taligent,  the  joint  venture 
een  IHM  and  Apple. 
».  MISSILES.  Gates  says  Microsoft 
nnounces  systems  software  because 
)mers  and  outside  developers  need 
ils  to  plan  ahead.  And  once  Micro- 
tells  developers,  word  spreads  fast, 
tell  100  developers,"  Gates  says. 
]  believe  me,  that  is  out  in  the  press 
lext  day." 

hatever  the  legitimate  purpose, 
nnouncing  is  part  of  a  larger  strate- 
amputer  makers  say  IBM  used  effec- 
y  for  years.  It's  called  F.  U.  D. — for 
uncertainty,  and  doubt — and  it 
y  works  only  for  the  big  guy.  It's 
itially  a  whispering  campaign  sug- 
ng  it  would  be  terribly  unsafe  to 


i 


0 


bet  on  a  competitor.  Gates  snorts  at  the 
notion  Microsoft  uses  F.  U.  D.  as  a 
weapon.  "We  have  a  whole  department 
in  charge  of  F.  U.  D.,"  he  jokes.  Serious- 
ly, he  adds  that  Microsoft  simply  gives 
its  opinions  and  expects  customers  to 
judge  for  themselves.  "We're  giving  our 
honest  view  of  how  wi.se  it  is  to  buy 
these  products,"  he  says. 

Where  any  discussion 
of  Microsoft's  power  gets 
dead  serious  is  when  ri- 
vals— and  the  FTC — con- 
sider the  power  stem- 
ming from  Microsoft's 
dominance  in  operating 
software.  Like  IBM, 
whose  aggressive  tactics 
for  preserving  its  domi- 
nance in  mainframes  led 
to  the  Justice  Dept.'s 
1969  antitrust  suit,  Micro- 
soft seems  most  bare- 
knuckled  when  perpetu-  hb^^^b 
ating  its  position  in 
operating  sytems. 

Microsoft's  most  controversial  tactic  is 
a  "per-processor"  discount  plan  for  MS- 
DOS,  which  it  offers  to  the  highest-vol- 
ume F'C  makers.  On  average,  PC  makers 
pay  $18  to  $14  per  copy.  For  the  steepest 


ur  success  is 


based  on  only  one  thing: 
good  products,'  Gates 
says.  'We're  not 
powerful  enough  to 
cause  products  that  are 
not  excellent  to  sell  well' 


I  Stork,  the  Microsoft  manager 
Its  with  hardware  makers.  For 
Microsoft  still  designs  its  oper- 
tem  fastest  on  Intel  chips. 
;  {)art,  Chief  Executive  Officer 
\  Grove  points  out  that  Intel  is 
iletely  dependent  on  Microsoft 
either.  OS/2  and  Unix  are  al- 
lilable  on  Intel  chips  and  NeXT 
■  Inc.'s  NextStep  and  Sun's  So- 
i  will  be.  And,  says  Ronald  J. 
vice-president  and  general  man- 


ager of  Intel's  software  technology 
group,  most  customers  aren't  likely  to 
switch  to  RISC  hardware  for  NT  because 
that  would  require  buying  all-new  appli- 
cations programs  instead  of  keeping  ex- 
isting programs  as  owners  of  Intel-based 
NT  systems  will  be  able  to  do.  "The  thing 
Corporate  America  wants  is  simplicity," 
he  says. 

RISC  FACTOR.  Where  Intel  could  be  vulner- 
able, however,  is  in  the  market  for  net- 
work servers,  a  key  objective  for  Win- 
dows NT.  These  machines,  which  feed 
centralized  information  to  personal  com- 
puters over  a  network,  are  replacing 
minicomputers  and  mainframes  in  corpo- 
rations. And  that  means  they're  replacing 
large  computer  software,  not  desktop 
software.  In  that  market,  Intel  has  no 
advantage,  and  buyers  can  look  for  the 
best  performance.  That  means  RISC  chips, 
which  generally  run  about  507"  faster 
than  Pentium,  Intel's  most  powerful  chip 
yet,  due  out  this  March.  "Would  we  look 
at  other  platforms  in  the  future?  Sure," 
says  Edward  F.  Driscoll,  an  assistant 
vice-president  at  CIGNA  Systems,  which 
buys  computers  for  the  insurer.  "The  key 
is  what  happens  at  the  server  end." 

If  the  RISC  chips  start  to  invade  Intel's 
turf  on  servers  running  Windows  NT, 
they  could  soon  move  toward  desktops. 
And  that  could  shake  Intel's  hold  on  the 
computer  market.  Microsoft,  on  the  other 
hand,  would  still  be  selling  software  for 
all  those  machines. 

By  Richard  Brandt  in  San  Francisco 


discounts,  the  PC  maker  must  agree  to 
pay  for  a  copy  of  MS-DOS  for  each  PC  it 
ships,  whether  or  not  the  software  is 
actually  installed.  That  makes  it  "unde- 
sirable for  a  manufacturer  to  ship  any- 
thing hut  MS-DOS,"  says  a  PC  executive. 
Microsoft  says  that  PC  makers  are  of- 
fered a  number  of  ways  to  buy  MS-DOS. 

But  with  other  plans  the 
discounts  are  smaller, 
and  PC  makers  locked  in 
a  bloody  price  war  can  ill 
afford  to  pass   up  the 
steepest  discounts. 
DOS  &  DON'TS.  When 
pricing  isn't  inducement 
enough,  Microsoft  alleg- 
edly u.ses  other  means. 
One  PC  maker  says  it  told 
Microsoft  that  it  planned 
to  ship  DR-DOS,  Novell's 
clone  of  MS-DOS,  on  about 
10%  of  its  machines.  By 
shipping  MS-DOS  on  90% 
of  its  PCs,  the  company 
figured  it  would  still  get  the  best  dis- 
count. Microsoft's  response:  It  doubled 
that  customer's  price  on  MS-DOS,  which 
quickly  forced  the  PC  maker  to  drop  the 
idea  of  offering  a  choice  to  customers. 
Says  a  company  executive:  "In  my  opin- 
ion, any  monopoly  situation  is  not  good 
for  the  customer."  A  senior  Microsoft 
executive  says  he  wasn't  aware  of  this 
charge  but  says  it  would  not  be  common 
practice. 

Such  alleged  tactics  may  seem  a  tad 
over  the  top,  but  maintaining  dominance 
in  PC  operating  systems  is  critical.  Like 
IBM's  dominance  in  mainframes,  it  gives 
Microsoft  an  extremely  reliable,  enor- 
mously profitable  revenue  stream.  "Mi- 
crosoft's mainframe  is  its  operating  sys- 
tem," says  one  software  executive. 

Analysts  estimate  that  between  1989 
and  1992,  MS-DOS  and  Windows  generat- 
ed revenues  of  $2.3  billion,  with  $998 
million  of  that  in  1992  alone.  Net  profits 
on  those  sales  last  year  were  $2'78  mil- 
lion, according  to  Sanford  C.  Bernstein 
&  Co.  Such  profits  have  helped  fund  for- 
ays into  almost  every  major  software 
market.  Microsoft's  new  data-base  pro- 
gram. Access,  cost  a  staggering  $60  mil- 
lion to  develojj — and  it  was  just  one  of  a 
dozen  products  Microsoft  brought  to 
market  last  year.  By  contrast,  last 
year's  entire  R&D  budget  at  Borland  was 
$50  million.  At  Lotus,  it  was  $35  million. 

That's  not  all.  Microsoft  also  had  the 
money  to  offer  an  introductory  price  of 
$99  for  Access — less  than  one-third  the 
retail  price  for  similar  packages.  Result: 
Microsoft  sold  700,000  copies  in  just 
three  months.  The  entire  market  in  1992 
was  only  1.2  million  units. 

Gates  shrugs  off  the  notion  that  oper- 
ating systems  are  his  cash  cow.  "That's 
the  biggest  joke  I  ever  heard,"  he  snaps 
and  points  out  that  products  such  as 


REPORT 


BUSINESS  WEEK/MARCH  1,  1993  87 


Word  and  Excel  are  his  most  profitable. 
Yet  in  the  next  sentence,  as  he  elabo- 
rates on  the  returns  from  operating  sys- 
tems, he  says:  "If  you  just  took  the  cash 
cow  business  and  did  not  factor  in  [the 
development  costs  of]  NT  and  Cairo,  yes, 
you'd  get  a  huge  profitability." 

Gates  is  accurate  when  he  points  out 
that  his  applications  business  now  gener- 
ates more  profits — about  50'/'  of  net  in- 


come— than  operating  software.  But  it 
took  years  to  reach  that  point — years 
during  which  Microsoft  funded  many 
versions  of  Word  before  it  was  good 
enough  to  grab  substantial  market 
share.  Only  when  the  Windows  3.0  ver- 
sion appeared,  in  1990,  did  it  take  off. 

The  operating  system  business  does 
more  than  spin  profits.  Competitors 
charge  that  because  Microsoft  writes  op- 


erating systems,  it  also  has  an  unf; 
edge  in  writing  the  applications  pi 
grams  that  work  with  them.  They  s 
Microsoft's  applications  developers  get 
peek  at  the  inner  workings  of  new  op( 
ating  systems  early  so  they  can  wri 
programs  to  take  advantage  of  new  f( 
tures  first.  In  the  FTC  document,  inves 
gators  referred  to  this  as  Microsof 
"fake  Chinese  Wall"  and  listed  a  doz 


'MICROSOFT  IS  GOOD,  BUT  IT'S  NOT  GOD' 


Scott  Cook  was  stunned  by  a 
phone  call  in  late  1990.  It  was  a 
senior  Microsoft  Corp.  executive 
telling  Cook,  the  co-founder  and  chief 
executive  of  tiny  Intuit  Inc.,  that  the 
software  goliath  was  about  to  enter 
Intuit's  market — programs  for  check 
writing  and  household  budgeting.  Be- 
cause the  two  companies  had  once 
talked  about  collaborating  on  a  finance 
program  for  Windows,  the  executive 
said  he  felt  obliged  to  let  Cook  know. 

Small  consolation.  After  their  talks 
had  broken  off.  Cook  shelved  plans  for 


dercut  Microsoft's  $45  retail  price.  He 
also  began  advertising  on  TV.  All  told. 
Intuit  managed  to  hold  on  to  its  60'/ 
market  share.  Jacobsen  concedes  that 
Microsoft  was  caught  off  guard. 

The  episode  illustrates  that  Micro- 
soft is  not  invincible.  And  although  Mi- 
crosoft loses  only  rarely,  its  perfor- 
mance with  Money  is  not  an  isolated 
case.  Says  Robertson,  Stephens  &  Co. 
analyst  Peter  J.  Rogers:  "Microsoft  is 
good,  but  it's  not  God." 

Some  software  makers  have  even 
taken   back   markets   that  Microsoft 


a  Windows  package,  and  he  thought 
that  Microsoft  had  abandoned  its  ef- 
forts. Now,  Cook  had  little  choice:  He 
had  to  have  a  Windows  version  of 
Quicken  in  a  hurry.  In  just  10  months, 
the  Menlo  Park  (Calif.)  company  was 
done,  just  three  weeks  after  Microsoft 
launched  Money.  "The  advantage  we 
were  counting  on  was  lost,"  says 
Bruce  Jacobsen,  general  manager  of 
the  Microsoft  unit  that  sells  Money. 

Then,  the  real  battle  began.  Both 
products  got  good  reviews,  and  both 
carried  a  list  price  of  $70.  Cook  cut 
wholesale  prices  so  dealers  could  un- 


dominated.  Until  a  year  ago,  Micro- 
soft's Works  program  had  close  to  90'^ 
of  the  $50  million  market  for  integrat- 
ed software  for  Macintosh  computers. 
Such  packages  combine  basic  word  pro- 
cessing, spreadsheet,  communications, 
and  data-base  functions.  But  Claris 
Corp.,  Apple's  software  subsidiary,  fig- 
ured it  could  build  a  better  product.  Its 
Claris  Works  arrived  in  late  1991  and 
within  a  year  had  77',^  of  the  market, 
leaving  Microsoft  with  20'/'. 

Sometimes,  Microsoft's  aggressive- 
ness backfires.  When  it  comes  to  creat- 
ing multimedia  CD-ROM  disks,  for  in- 


stance, Microsoft  often  insists  o 
buying  rights  to  the  content  of  th 
disks.  That  can  scare  off  book  publisi 
ers  who  worry  about  losing  control  i 
the  new  medium.  Comptons  NewM( 
dia,  a  San  Diego-based  unit  of  Encyck 
paedia  Britiinnica  Inc.,  on  the  othe 
hand,  helps  publishers  create  and  dis 
tribute  new  works  for  CD-ROM  withou 
buying  content  rights.  Result:  Com{ 
tons  now  distributes  more  than  40'/  o 
all  retail  CD-ROM  titles  in  the  U.  S 
while  Microsoft  only  has  five  titles  o 
the  market.  Says  Link  Resources  Inc 


Cook  pulled  out  the  stops  to  market 
a  Windows  version  of  Quicken  in 
time  to  spoil  Microsoft's  picnic 

analyst  Steve  Reynolds:  "The  Comp 
tons  approach  will  be  more  prevalent. 
FOLLOWED  HOME.  If  Microsoft  has 
consistent  weakness,  it  may  be  in  cor 
sumer  products.  Microsoft  dominate 
the  corporate  market  for  PC  softwart 
which  requires  building  relationship 
with  computer  managers  and  givini 
volume  discounts.  The  home  market 
on  the  other  hand,  is  based  on  catch; 
in-store  promotions,  direct  marketing 
and  meticulous  attention  to  makin] 
software  easy  to  use. 

That's  where  Intuit  has  excelled.  I 
former  Procter  &  Gamble  Co.  manag 
er.  Cook  has  built  his  company  fror 
about  $6  million  in  1988  to  $84'millioi 
in  1992  by  studying  how  ordinary  pec 
pie  manage  their  finances.  He  has  evei 
had  product  developers  follow  custom 
ers  from  the  store  to  their  homes  b 
see  what  difficulties  they  encounte 
when  loading  and  using  Quicken. 

Of  course,  Microsoft  isn't  throwin| 
in  the  towel.  To  finally  win  some  mar 
ket  share  from  Intuit,  Microsoft  nov 
has  dealers  selling  Money  for  $15,  com 
pared  to  Quicken's  typical  retail  prio 
of  $35.  "Microsoft  is  relentless,"  say 
Cook.  "It  never  gives  up." 

By  Evan  I.  Schwartz  in  New  Yon 
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other  ways  Microsoft  alles^edly  abuses 
its  position.  Microsoft  denies  any  unfair 
crossover  or  inside  l<nowledg'e. 

Software  developers  also  complain 
that  Microsoft  is  slow  or  even  reluctant 
to  deliver  needed  information  about  op- 
erating systems.  Perhaps  the  most  ironic 
such  charge  comes  from  Claris  Corp., 
Apple's  .software  subsidiary.  Executives 
there  say  they  tried  for  a  year  to  get 
information  for  writing  Windows  appli- 
cations from  Microsoft,  to  no  avail. 
Claris  says  Microsoft  was  worried  there 
were  cracks  in  the  Chinese  Wall  between 
Claris  and  Apple's  operating  system 
team — ^just  what  rivals  say  occurs  at  Mi- 
crosoft. But  after  executive  meetings 
and  assurances  of  no  cracks,  the  situa- 
tion was  resolved.  Microsoft's  head  of 
developer  relations  says  he  wasn't 
aware  of  the  Claris  problem  but  does 


'M, 


crosoft  is  the  IBM 


of  the  '90s  and  uses 
exactly  the  same 
marketing  tactics  IBM 
used  to' 

PHILIPPE  KAHN 
Borland  International 


concede  a  general  "concern 
about  giving  information  to  our 
operating  system  competitors." 

Microsoft  says  it's  doing  its 
best  to  get  information  out  U> 
thousands  of  companies  and  that 
it  doesn't  withhold  information  to 
favor  itself.  Says  Pat  Bellamah, 
a  manager  in  Microsoft's  devel- 
oper group:  "It's  ironic  to  us  that  people 
feel  they're  having  a  hard  time  getting 
information  when  that's  all  we're  put- 
ting out  there."  Gates  estimates  Micro- 
soft spends  $80  million  a  year  dissemi- 
nating information  to  developers. 

One  reason  Microsoft  draws  so  much 
criticism  is  simi)ly  that  wherever  it  com- 
petes, it  seems  to  play  a  particularly 
hard-core  game  of  hardball.  Take  its 
dealings  with  Logitech  Inc.  Until  last 
June,  Logitech  had  a  license  to  buy  Mi- 
crosoft Windows  3.0  at  a  discount,  then 
sell  it  together  with  Logitech's  mice.  But 
Microsoft  abruptly  canceled  the  deal, 
saying  that  it  was  losing  money  on  such 
"bundles"  involving  inexpensive  hard- 
ware, according  to  Logitech  President 
Pierluigi  Zappacosta.  Only  Microsoft 
still  continued  to  sell  Windov\  s  bundled 
with  its  own  mice — for  about  $10  more 


than   Logitech   had  been  charging. 

After  Zappacosta  publicized  his  situa- 
tion in  September,  Microsoft  relented. 
But  there  was  a  catch:  The  new  license 
fee  would  be  307^  higher.  Zappacosta 
says  that  priced  him  out  of  the  market, 
depriving  his  company  of  about  $20  mil- 
lion annually.  Microsoft  continues  to  sell 
its  Windows-and-mouse  bundle.  Says 
Zappacosta:  "Microsoft  is  extremely  ag- 
gressive in  using  everything  it  can  to  its 
advantage."  Microsoft  denies  that  it 
forced  Logitech  out  of  the  market  but 
declines  to  discuss  its  pricing. 
STAC  ATTACK.  Occasionally,  Microsoft's 
hardball  tactics  have  resulted  in  civil 
suits.  The  latest  was  filed  in  January  by 
Stac  Electronics,  a  maker  of  data-com- 
pression software.  In  its  suit,  Stac 
claims  that  Microsoft  violated  its  patent 
by  including  Stac's  technology  in  test 


versions  of  M.-  ixis  (i.o  without  permis- 
sion. Stac  says  it  was  negotiating  with 
Microsoft  to  license  the  technology,  but 
talks  broke  down  when  Microsoft  did  not 
offer  a  sufficient  royalty.  The  suit 
claims  that  Microsoft  executives  then 
showed  Stac  a  spreadsheet,  detailing  the 
"adverse  impact  on  sales  of  Stacker"  if 
Microsoft  opted  for  another  company's 
technology.  Microsoft  denies  the  claim, 
saying  it  bargained  in  good  faith  and 
offered  "real  money"  for  a  license. 

As  the  stories  multiply,  it  also  be- 
comes clear  that  Microsoft  long  ago  be- 
came everybody's  favorite  whipping  boy. 
There's  certainly  resentment  on  the  part 
of  bright  young  software  entrepreneurs 
who  may  never  see  millions,  much  less 
Gates's  billions.  And  for  all  the  compa- 
nies that  grouse  about  their  dealings 
with  the  industry  giant,  there  are  dozens 


that  are  ardent  admirers.  Says  Mort 
H.  Rosenthal,  CEO  of  software  distril 
tor  Corporate  Software:  "We  all  live  ir 
Microsoft-centric  world.  Working  w; 
Microsoft  is  like  skiing  behind  the  Que 
Mary.  It's  a  good  ride.  But  getting  up 
a  little  rocky." 

Indeed,  with  Big  Blue's  waning  inf 
ence,  there's  a  genuine  need  for  a  lej 
er.  Customers  want  good  software  a 
good  prices.  They  also  want  a  relatic 
ship  with  a  software  maker  that's  go! 
to  be  around  for  the  long  run.  Th 
want  a  new  IBM.  "If  I  were  a  softws 
company,  I'd  be  complaining  about  ] 
crosoft,  too,"  says  Greg  Chetel,  direct 
of  systems  planning  and  research  at  C 
lette  Co.  "But  I  don't  care  who  wins 
just  want  quality  products." 

In  the  end,  that  may  be  the  key 
assessing  whether  Microsoft  does  inde 
have  too  much  power.  Software  mak* 
are  right  to  cry  foul  when  they  thi 
Microsoft's  practices  have  been  antico 
petitive.  They  have  done  so,  and  the  P 
has  listened.  But  as  long  as  Microsof 
dominance  stems  from  keeping  custo 
ers  like  Gillette  satisfied,  it  is  hard 
argue  that  its  power,  per  se,  is  harmf 

The  danger  is  that  Microsoft  will  st? 
to  use  the  power  of  its  position,  rath 
than  the  appeal  of  its  products  and  si 
vices,  to  stay  on  top.  "If  Microsoft  ruj 
out  of  bandwidth,"  says  McNamee  j 
Integral  Partners,  "then  there  will  bel 
problem."  That's  when  there  will  be  ra 
son  to  fear  that  competition  will  be  s5 
fled  and  innovation  squelched. 

If  the  history  of  Big  Blue  is  a  gui(, 
Microsoft's  dominance  will  be  in  dangii 
of  waning  long  before  it  can  distort  tl; 
market  with  nefarious  practices.  Whi; 
the  Justice  Dept.  began  its  antitrust  si 
in  1969,  IBM's  hold  on  the  mainfrai 
market  made  it  seem  invincible.  By  t 
time  federal  prosecutors  withdrew  tin 
suit  in  1982,  however,  the  market  li 
taken  care  of  the  probleni:  New  techn 
ogies  such  as  minicomputers  and  P 
had  made  IF'.M's  near-monopoly  in  ma 
frames  largely  irrelevant. 

History  could  repeat  itself:  Says  J 
Guglielmi,  a  former  IBM  executive,  m 
CEO  of  Taligent:  "Today,  everyone  is 
fear  of  Microsoft."  "But  in  the  end,  < 
eryone  will  compete.  There  are  the 
sands  of  Bill  Gateses  out  there  who  v 
find  pieces  of  this  market  and  m 
them."  Just  the  way  Microsoft  won 
place  in  the  sun. 

Bt/  Kulhi/  Rchcllo  in  Redinoud,  Wa^ 
with  Evan  I.  Scliiraii;  and  Jo/ni  W.  Ver 
ill  Neil'  )'<)rlx.  Mink  Lciri/ii  in  Wasfiingti 
Jonathan  Lrrinc  in  Paris,  and  hnn 
reports 
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TURBOCHARGING  THE  RACE 
FOR  MIRACLE  DRUGS 


Biotech  vastly  speeds  the  search  for  promising  leads 


The  idea  coukl  have  come  from  the 
ghoulish  children  of  TV's  Addams 
family:  In  the  1970s,  scientists 
seeking  antihypertensive  drugs  would 
stretch  rabbit  muscle  and  pour  random 
chemicals  on  it.  Mechanical  levers  at- 
tached to  each  end  recorded  on  paper  if 
the  muscle  constricted  around  the  blood 
vessels  or  relaxed— signaling  a  potential 
treatment.  When  researchers  weren't 


TARGETING 

NEW 

DRUGS 

Companies  are  replac- 
ing inefficient  drug- 
screening  nnethods 
with  faster  ones  that 
boost  the  chances  of 
finding  breakthrough 
treatments.  Take 
Gilead  Sciences' 
approoch: 


1 


k  411 
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1 Sophisticated  new 
chemistry  techniques 
enable  Gilead  scien- 
tists to  produce  as 
many  as  1  trillion 
molecules  called  nu- 
cleic acids  in  a  single 
test  tube.  Each  has 
a  unique  shape  and 
structure— and  the 
potential  to  work  as 
a  drug 


vor  of  finely  engineered  tar- 
gets—cells and  key  parts  of 
cells— that  make  it  possible 
to  tell  more  precisely  how  a 
potential  drug  will  interfere 
with  the  disease  process. 
Buoyed  by  that  progress, 
companies  are  also  invent- 
ing new  ways  of  making  and 
testing  billions  of  these 
matchups  in  a  mat- 
'   ter  of  weeks. 

It's  too  soon  to  tell 
how  big  a  boost  these 
changes  will  give  drug- 
lab  productivity.  But 
both  startups  and  gi- 
ants such  as  Merck  & 
Co.  are  working  to 
find  out— and  in  doing 
so,  are  widening  their 
search  for  new  com- 
pounds. They're  reex- 
amining existing  drug 
libraries,  using  novel 
techniques  to  synthesize 
drug  candidates,  and  forag 
ing  for  new  substances  in  nature. 
Genentech  Inc.,  among  others, 
finds  that  new  screening  methods 
are  "fundamentally  changing  the 
way  we  do  research,"  says  Arthur 
D.  Levinson,  the  company's  vice- 
president  for  research. 

What's  driving  all  this  are  new 
insights  biotech  has  opened  into 
disease— and  into  how  drugs  can 


Scientists  insert  a 
target-a  cell  in- 
fected with  HIV,  for  in- 
stance-omong  the  nu- 
cleic acids.  On  every 
target  is  an  area  called 
a  "receptor,"  where 
any  chemical  that  may 
kill  or  inhibit  the  target 
will  latch  on.  The  scien- 
tists identify  which  few 
molecules  bind  to 
the  target 


torturing  bunny  muscles,  they  filled  test 
tubes  with  other  "screening  targets," 
such  as  cancer  cells,  and  then  mashed  up 
chemicals  from  plants,  soil,  or  wherever 
to  see  if  they  killed  the  targets.  Of  the 
ones  that  did,  many  would  bomb  in  ani- 
mal or  human  trials.  It  took  perhaps 
10,000  labor-intensive  tests  over  several 
years— and  lots  of  luck— to  find  an  ef- 
fective drug. 

Today,  such  medieval  methods  have 
given  way  to  screening  techniques  that 
are  far  likelier  to  produce  more  effective 
drugs  with  fewer  side  effects.  Thanks  to 
biotech  tools,  drugmakers  are  deep-six- 
ing crude  targets  such  as  muscles  in  fa- 


best  halt  it.  Drugs  may  kill  bad  cells, 
protect  good  ones,  stop  cells  from  mak- 
ing harmful  chemicals,  or  prompt  them 
to  make  desirable  substances,  such  as 
the  body's  own  disease-fighting  antibod- 
ies. But  drugs  don't  do  anything  unless 
their  chemical  structure  matches  up  with 
structures  on  cell  surfaces  called  recep- 
tors. When  a  drug  binds  to  a  receptor, 
like  a  key  fitting  a  lock,  it  triggers  reac- 
tions inside  the  cell's  chemical  pathways 
that  tell  the  cell's  DNA,  or  genetic  ma- 
chinery, to  make  a  protein,  to  change,  or 
to  self-destruct.  Understanding  those 
triggers  and  pathways  is  key  to  turning 
drug-screening  from  a  black  art  into  a 
predictor  of  how  well  a  drug  may  work. 
It's  also  crucial  to  designing  drugs  that 


act  precisely  on  specific  receptors 
thus  have  fewer  side  effects. 

Gene-splicing  is  a  critical  technolog 
this  effort.  It  lets  scientists  make  co 
of  virtually  any  protein  in  the  body 
eluding  receptors.  So  researchers 
now  clone  lots  of  key  receptors  to  us' 
screening  targets:  Genentech  alri 
has  very  specific  receptors  that  I 
been  implicated  in  cancer,  inflammai 
diseases,  and  other  ii 
REPORTER  GENES.  Biol 
also  makes  it  possible  ti' 
die  with  the  DNA  of  d 
screening  target  cells 
Oncogene  Science  Im 
Uniondale,  N.Y.,  resea 
ers  are  splicing  a  so-ca. 
reporter  gene  into  the  i( 
of  target  cells.  When  tl 
cells  are  exposed  to  a  m 
cule  that  triggers  spec 
activity— such  as  the 
struction  for  the  cell 
make  a  hormone— the 
porter  gene  sends  u] 
chemical  flare  that  tells 
entists    they    may  h 
found  a  drug.  At  Cephj 
Inc.,  in  West  Chester, 
researchers     are  us 
clones  of  receptors  to  : 
ways  to  regenerate  d 
aged  nerves.  Cephalon 
found  that  when  a  che 
cal  pathway  in  a  nerve 
is  activated  by  a  compo 
that  binds  to  one  specific 
ceptor,  the  cell  makes  a  prot 
that  enhances  its  survival.  Cephalon 
already  licensed  chemicals  that  activ 
production  of  the  crucial  protein  fi 
Japanese  drugmaker  Kyowa  Hakko  K 
yo  Co.  By  1994,  Cephalon  hopes  to  te 
drug  that  keeps  nerve  cells  alive  aft( 
stroke. 

Meanwhile,  researchers  are  devis 
more  efficient  approaches  to  the 
ply  side"  of  screening— finding  chemic 
that  may  work  as  drugs.  One  is  cal 
rational  drug  design.  Companies  such 
Agouron,  Arris,  and  Vertex  try  to 
sign  drugs  from  scratch  by  studying 
structure  of  targets.  Using  this 
proach,  both  Agouron  and  Vertex  hi 
designed  molecules  that  may  gum 
the  way  the  aids  virus  replicates.  Bi 
now  have  drugs  in  clinical  trials. 

Rational  drug  design  is  hard  to 
however.  So  Gilead,  Nexagen,  Select! 
Isis,  and  Affymax,  among  others,  i 
adopting  what  Ron  Tuttle,  execut 
vice-president  of  Houghten  Pharmacei 
cals  Inc.  in  San  Diego,  calls  "the  accel 
ated  needle-in-a-haystack"  method.  Ei, 
company's  technology  differs,  but  tK 
all  use  tricks  of  chemistry  and  biotecht 
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huge  numbers  of  drug  candidates, 
with  a  unique  structure,  in  a  single 
ube.  Put  a  cloned  receptor  or  oth- 
reening  target  in  that  brew,  and 
if  those  molecular  structures  will 

bind  to  the  target.  Gilead  Sciences 
n  Foster  City,  Calif.,  can  screen  a 
n  such  molecules  in  a  few  weeks. 
Michael  L.  Riordan,  Gilead's  chief 
tive,  says  this  would  be  for  naught 

company  didn't  use  precisely  the 

screening  targets.  "Choosing  tar- 
is  the  mo.st  agonizing  decision  we 
,"  he  says. 

the  quality  of  targets  improves, 
drugmakers  are  looking  backward, 
■a  Hakko,  Ajinomoto,  and  Takeda, 
ipanese,  want  to  exploit  libraries 
?robial  organisms  they  have  devel- 
since  World  War  II  for  making 
otics.  Lacking  good  screening  meth- 
hey're  scouting  U.  S.  biotech  com- 
s  for  partners. 

lALS.  U.  S.  drugmakers  are  review- 
leir  own  libraries,  too.  And  they're 
ig  to  nature  as  well.  Many  mod- 
rugs  come  from  plants:  morphine 
poppies,  aspirin  from  willow  bark, 
contraceptives  from  the  Mexican 
Nature  "produces  chemicals  chem- 
vould  never  dream  of  creating," 
says  Gordon 
5  Cragg,  director  of 
the  National  Can- 
cer Institute's  natu- 
ral-products screen- 
ing  program.  In 
rain  forests,  for  ex- 
ample, competition 
among  plants  for 
space,  light,  and 
nutrients  is  fierce. 
To  survive,  many 
species  have 
evolved  chemicals 
that    combat  in- 
sects, viruses,  or 
fungi.  Merck  has 
signed  a  two-year, 
$1  million  deal  with 
Costa  Rica's  Insti- 
tute for  Biodiver- 
sity to  get  access 
to  these  goodies. 
Eli  Lilly,  SmithK- 
line  Beecham,  and 
Syntex,  among  oth- 
\D  SCIENCES  INC.    /  ers,  are  also  check- 
ing out  exotic  locales 
and  chemical  libraries, 
reasingly,  the  natural  chemicals 
ind  will  enter  automated  screening 
ns  such  as  Oncogene's,  where  sev- 
obots  each  run  more  than  100,000 
a  year— a  tenfold  leap  over  what 
;  companies  once  did.  With  the 
targets  to  screen,  these  machines 
lay  help  find  miracle  drugs. 
Joan  O'C.  Hamilton  in  San  Francis- 
th  Fleur  Templeton  in  New  Yark 


this  method, 
'Ssible  to 
lions  of  chem- 
ce,  instead  of 
D  over  many 
3t  older  meth- 
ed.  Gilead 
lead  on  a 
in  just  a  few 
ead  of  a  year 


THE  MEDICINE  MAN  WILL 
SEE  YOU  NOW 


Sophisticated  screening  targets 
and  lal)oratories  run  by  robots 
may  help  big  companies  discover 
drugs  more  efficiently.  But  tiny  Sha- 
man Pharmaceuticals  Inc.  in  San  Car- 
los, Calif.,  has  a  different  idea.  It  takes 
a  less-traveled  route  to  finding  the 
specimens  it  tests  as  potential  drugs. 
Shaman  sends  scientists  into  jungles, 
primarily  in  Latin  America,  to  inter- 
view traditional  healers  about  the  po- 
tions they  derive  from  rain-forest 
plants.  High-tech  it  isn't,  but  the  strat- 
egy has  centuries  of  satisfied  custom- 
ers going  for  it. 

This  approach  to  getting  leads  is 
called  "ethnobotany," 
the  study  of  how  na- 
tive cultures  use 
plants.  Shaman's  re- 
searchers comb  scien- 
tific literature  for  ref- 
erences to  plant 
extracts  that  have 
medicinal  value. 
Then,  they  ask  real 
shamans  how  they 
would  treat  various 
ailments— even  show- 
ing them  photographs 
of  patients  with  obvi- 
ous symptoms,  such 
as  herpes  sores.  "The 
big  investment  we 
put  into  ethnobotany 
pays  off,"  claims 
Shaman's  chief  execu- 
tive, Lisa  A.  Conte. 
"Big  companies  may 
randomly  screen  thousands  of  plants, 
where  we  only  screen  75  a  year."  Yet 
Shaman  comes  up  with  an  initial  "hit" 
about  half  the  time,  vs.  a  minuscule 
fraction  of  that  in  random-screening 
programs. 

IMPRESSIVE  PROGRESS.  In  fact,  though 
it's  only  four  years  old,  the  company 
already  has  two  drugs  in  clinical  trials. 
Traditional  healers  use  a  plant  from 
the  rain  forests  of  Peru,  Ecuador,  and 
other  South  American  countries  to 
treat  maladies  ranging  from  colds  to 
wounds.  When  Shaman  tested  this 
still-secret  weed,  it  found  that  it  is  a 
virus-fighter.  Now,  extracts  from  the 
weed  have  become  SP-303,  a  ding  that 
is  being  tested  on  people  as  a  treat- 
ment for  RSV,  a  deadly  respiratory  dis- 
ease that  attacks  children.  Shaman  is 
also  testing  a  related  compound  as  a 
herpes  treatment.  That's  impressive 
progress  for  such  a  relatively  recent 
startup— and  it  helped  Shaman  raise 


ETHNOBOTANIST  BALICK  (LEFT): 
BIG  COMPANIES  ARE  CALLING 


$41  million  in  an  initial  public  offering 
in  January. 

Other  companies  are  taking  note  of 
Shaman's  progress.  Ethnobotanists 
such  as  Michael  Balick,  director  of  the 
Institute  of  Economic  Botany  at  the 
New  York  Botanical  Garden,  report 
that  large  drugmakers  are  increasing- 
ly turning  to  flora  and  fauna  for  leads, 
too.  "At  least  once  a  week,  we  get  a 
call  from  a  drug  company  interested  in 
sourcing  a  plant,"  Balick  says.  Yet  the 
practice  of  relying  on  native  healers 
may  remain  on  the  fringes  of  drug  de- 
velopment—for good  reason.  Real  sha- 
mans do  best  with  diseases  that  have 
obvious  manifesta- 
tions, such  as  infec- 
tions, fevers,  or  pain. 
They  don't  know 
much  about  complex 
genetic  diseases  or 
cancers.  It  is  also 
hard  to  find  and  pur- 
ify the  active  com- 
pound in  a  traditional 
healer's  mashed-  up 
plant  poultices,  which 
may  contain  many 
ingredients. 
DIVERSITY.  Moreover, 
some  experts  argue 
that  confining  the 
new-drug  search  to 
cultural  uses  of  plants 
is  too  narrow  an  ap- 
proach. Robert  Thom- 
as, chairman  of  Bio- 
tics  Ltd.  in  Brighton, 
England,  says  that  when  looking  for 
leads  among  natural  chemicals,  what's 
particularly  important  is  to  consider  a 
diversity  of  plant  samples.  (Biotics  is  a 
broker  between  plant  suppliers  and 
screening  labs  looking  for  natural  sam- 
ples to  test.)  Thomas  argues  that  run- 
ning a  large-enough  number  of  chemi- 
cals through  automated  screening 
systems  yields  "leads  every  bit  as  good 
as  those  from  ethnobotany." 

If  you  can't  afford  giant  robotic  sys- 
tems and  huge  libraries  of  natural 
chemicals,  however,  Shaman's  approach 
makes  sense.  It  may  also  help  relieve 
poverty  and  preserve  rain  forests, 
since  Shaman  has  set  up  a  foundation 
that  will  put  money  back  into  the  in- 
digenous cultures  that  supply  the  com- 
pany's leads.  Shaman  also  employs  lo- 
cal people  to  harvest  its  plants. 
There's  another  new  concept:  Politi- 
cally correct  drug  research. 

By  Joan  Hamilton  in  San  Francisco 
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Corsair  Partnership,  L.R 

a  newly  formed  investment  partnership  that  will  make 
noncont  rolling  investments  in  financial  institutions 


$1,00(1000.000 

Private  placement  of  limited  partnership  interests 


The  undersigned  structured  and  placed  the  limited 
partnership  interests  cmd  acts  as  general  partner 


JPMorgan 


Janijcin-  J 993 


All  of  these  securities  hare  been  sold. 
This  announcement  a/)pear.s  as  a  /natter  of  record  only. 


3velopments  to  Watc 


)  BY  OTIS  PORT 


:  DEAD  SEA  SCROLLS 

ME  TO  LIFE  VIA  INFRARED 


For  four  decades  after 
the  2,000-year-old 
Dead  Sea  Scrolls  were 
discovered,  Israeli  au- 
thorities limited  study  of 
them  to  a  small  clique  of 
scholars.  Other  scien- 
tists grew  frustrated 
with  the  slow  pace  of 
the  "Dead  Sea  cartel" 
at  reconstructing  the 
100,000  scroll  fragments 
that  were  also  found.  So 
1,700  photos  of  key  frag- 
ments were  smuggled 
f  Israel  and  published  in  1991.  With  the  dam  breached, 
I  started  enlisting  the  help  of  additional  researchers, 
m,  far  more  fragments  will  be  on  call — electronically — to 
Dus  scholars  seeking  insights  into  Judaism  and  the  ori- 
)f  Christianity.  Scientists  at  Rochester  Institute  of  Tech- 
y  have  found  a  way  to  decipher  unreadable  fragments, 
of  them  now  black  with  age,  says  Robert  Johnson,  head 
''s  Center  for  Imaging  Science.  Under  infrared  light,  the 
al  writing  is  revealed — and  even  when  it  isn't,  a  comput- 
a  often  fill  in  what's  missing.  RIT  is  storing  the  recon- 
,ed  images  on  CD-ROM  disks  for  remote  retrieval. 


\INSTORMING  BEGINS  ON 
;  'SMART  FACTORY' 


■ee  years  ago,  Japan's  Ministry  of  International  Trade  & 
dustry  floated  a  bold  proposal:  a  worldwide  effort  to 
)p  technologies  for  tomorrow's  "smart"  factories — with 
ooting  most  of  a  $1  billion  budget.  The  idea  immediately 
ito  flak.  U.  S.  and  European  officials  feared  the  Intelli- 
Manufacturing  Systems  (IMS)  initiative  was  a  Trojan 
for  Japan  to  gain  access  to  their  leading-edge  research, 
vernment  negotiators  began  hammering  out  guidelines 
5ure  that  everyone  would  share  in  the  benefits,  while 
mies  put  their  heads  together  to  pinpoint  specific  needs. 
,t  work  is  now  bearing  fruit.  The  IMS  governing  conuiiit- 
cently  selected  six  areas  to  investigate,  including  pollu- 
•ee  manufacturing,  rapid  product  development,  and  glob- 
current  engineering.  Two-year  feasibility  studies  will  be 
led  at  an  IMS  meeting  in  late  February,  and  some  re- 
1  has  started.  IMS  officials  now  expect  the  total  invest- 
-paid  for  by  the  Japanese  government,  Europe's  Esprit 
:"tium,  and  companies  such  as  Allen-Bradley,  Du  Pont, 
nited  Technologies — to  exceed  $1  billion  over  five  years. 


SE  SOLAR  SIGNS 

ILD  MAKE  ROADS  SAFER 


•plex  Solar  is  throwing  new  light  on  an  old  product.  The 
ngton  Heights  (III.)  company  lias  developed  solar- 
ed  road  signs  that  offer  much  greater  visibility  at  night, 
glowing  outlines  are  recognizable  at  as  much  as  2,000 
jompared  with  1,200  feet  for  standard  reflective  signs. 
iy,  highway  departments  in  Illinois  and  Washington 
have  begun  testing  the  new  signs,  while  departments  in 


Florida,  West  Virginia,  and  Wisconsin  have  placed  orders. 

Around  the  edges  of  the  signs  and  their  letters  are  light- 
emitting  diodes  (LEDs),  such  as  those  used  for  readout  dis|)lays 
in  some  calculators.  The  LEDs  are  powered  by  a  battery  that 
gets  recharged  during  the  day  by  two  solar  panels  perched 
atop  the  sign.  The  battery  stores  enough  solar  energy  to 
power  its  sign  fpr  up  to  six  days,  says  Robert  J.  Nellemann, 
Interplex  Solar's  managing  director.  A  photocell  turns  the 
signs  on  when  dusk  falls  and  off  at  dawn.  The  idea  was 
pioneered  in  Israel  by  another  unit  of  Interplex  Industries  Inc. 
for  the  sun-powered  signs  now  popping  up  in  Israel  and  Ger- 
many. At  $450  each,  the  solar  signs  run  five  times  as  much  as 
regular  versions,  so  Interplex  promotes  them  mainly  for  roads 
and  intersections  with  high  accident  rates. 


SOON,  HIGH-DEFINITION  TVs 
MAY  COME  SANS  PICTURE  TUBES 


With  the  Federal  Communications  Commission  heading 
down  the  home  stretch  in  picking  a  standard  for  high- 
definition  TV  (BW — Feb.  22),  Texas  Instruments  Inc.  has  dem- 
onstrated a  unique  imaging  system  that  may  make  HDTV  sets 
smaller  and  more  affordable.  In  Japan,  HDTVs  with  near-photo- 
graphic-quality displays  now  run  $8,000  and  up.  That's  less 
than  half  of  last  year's  price,  but  the  cost  of  huge,  32-inch-dia- 
gonal  screens  is  sure  to  keep  prices  high. 

So  TI  proposes  to  eliminate  the  picture  tube.  In  its  place,  the 
Dallas  company  has  developed  an  amazing  silicon  chip.  Its 
surface  is  carved  into  307,200  fly-speck  mirrors,  each  of  which 
can  be  individually  tilted  to  reflect  a  light  beam  to  a  specific 
point  on  a  video  display.  An  official  of  the  Defense  Advanced 
Research  Projects  Agency,  which  held  a  February  meeting  for 
HDTV  researchers  it  is  funding,  terms  the  TI  imaging  chip 
"dazzling."  But  it's  not  ready  for  prime  time  yet:  Producing 
HDTV  resolution  will  require  almost  7  million  micromirrors.  TI 
figures  it  can  get  there  by  ganging  up  three  chips,  each  with 
2.3  million  mirrors. 


FROM  THE  ARMY, 

A  STEALTH  MOSQUITO  KILLER 


With  malaria  on  a 
rampage  in  many 
regions  of  the  tropics,  a 
mosquito  net  is  the  best 
defense  at  night.  But 
what  about  the  early 
morning  and  dusk? 
These  are  the  prime  bit- 
ing hours  for  malaria-in- 
fected mosquitos,  which 
have  little  trouble  pok- 
ing their  "noses" 
through  most  clothing. 

By  modifying  a  pesti- 
cide that  keeps  moths 
away  from  carpets  and  woolens,  U.  S.  Army  scientists  at  Fort 
Detrick,  Md.,  have  come  up  with  a  formula  that  can  be  safely 
applied  to  uniforms.  And  a  treated  garment  doesn't  just  repel 
mosquitos — it  kills  them  on  contact.  Because  the  insecticide, 
called  permethrin,  proved  effective  during  Operation  Desert 
Storm,  permethrin  spray  cans  are  standard  issue  for  U.  S. 
troops  in  Somalia.  The  sprayed-on  treatment  lasts  through  at 
least  25  launderings,  but  Army  researchers  aren't  satisfied. 
They're  now  working  on  a  way  to  provide  longer-term  mosqui- 
to protection  by  pretreating  cloth  during  its  manufacture. 
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Announcing  The  AIKT 
Best  In  The  Business  Guarantee 


AT&T  is  committed  to  being  the  best.  Which 
means  we  are  committed  to  otfering  your  small 
business  the  fastest,  most  reliable  long  distance 
and  800  services  ever  devised.  So  that  your  busi- 
ness can  be  the  best . 

So  strong  is  our  commitment  to  \'our  satis- 
faction, we  guarantee  it. 

We  submit  that  no 
otlier  company  satisfies 
your  needs  or  stands  be- 
hind their  performance 
the  way  we  do. 

AT&T  has  the  most 
reliable  network,  v^  ith 
exclusive  hAST\R'" 
technology  to  insure  the 
fewest  service  interrup- 
tions. ( Our  nearest  cx^m- 
petitor  s  network  is  twice 
as  likely  to  have  a  serv  ice 
disruption  as  AT&T )  We 
guarantee  your  satisfac- 
tion with  our  reliability. 

AT&T  has  the  ta.ste.st 
connections.  ( Our  call 
.set-up  time  is  up  to  S0% 
faster  than  other  net- 
works. )  We  guarantee 
your  satisfaction  with  the 
speed  ( )f  ( )ur  C(  )nnecti(  )ns. 

AT&T  has  tlie  most  completed  calls.  ( Our  com- 
petitors block  anywhere  from  55%  to  178%  more 
calls. )  We  guarantee  your  .satisfaction  with  our  rate 
of  call  completion. 

AT&T  has  unsurpassed  .sound  quality.  (No  other 
network  gives  you  clearer  s(  )und. )  We  guarantee 
your  satisfaction  with  tiie  quality  of  our  .sound. 


AT&T  offers  superior  fax  transmission.  ( More  | 
faxes  transmit  on  the  first  tr\'  with  AT&T  than  any  ' 
(Xher  network. )  We  guarantee  y(  )ur  satisfaction 
with  our  first-try  fax  transmissions.  ^ 

AT&T  provides  accurate  billing.  (Some  lesser- 
known  long  distance  companies  liave  been  known 

to  bill  cu.stomers  for 
uncompleted  calls. )  We 
guarantee  your  satisfac- 
tion with  the  accuracy  of 
our  billing. 

Should  you  ever  be 
unsatisfied  with  our  per- 
formance in  any  of  these 
areas,  just  call  us  for  cred 
it.  That's  our  Best  In  The 
Business  Guarantee. 

AT&T  also  provides 
tlie  most  reliable  800 
Service.  ( No  other  long 
distance  company 
matches  the  new  5  min- 
ute AT&T  800  Assurance 
Policy)  Should  you  ever 
be  out  of  touch  with 
y(  )ur  cu,st(  )mers  longer 
than  S  minutes,  we  will 
credit  you  for  one  month 
service  charge  for  the  di.s , 
aipted  serv  ice.* 
To  be  the  Be.si  in  the  Business  is  to  take  re- 
.sponsibilitv';  to  guarantee  you  a  level  of  satisfaction 
second  to  none.  To  put  the  Be.st  in  the  Business  ' 
to  work  for  your  business,  call  1  800  222-0400  for 
more  details. 

MM.  IHE  I5EST  IN  THH  Bl'SINESS. 


Nolfe, 

Ands 
Buts 

AKST  is  die  BEST  IN  THE  BUSINESS. 


c  1993  AT8T  Statistics  are  based  on  30  1992  AT&T  Bell  Labs  nationwide  test  results 
and  hourly  probability  versus  MCI  Bell  Labs  study  2/92-10/92  Credit  on  per  call  basis 
on  specific  long  distance  services  Otfier  conditions  apply  'Pending  tariH  etlectiveness 
Except  Intrastate  Basic  800  Service  Other  conditions  apply 


utual  Fun 


fHERE  THE  SMALL 
iVESTOR  IS  KING 


5ed-end  funds  are  tricky,  but  therein  lie  opportunities 


i  merica's  financial   markets  are 
t  the  most  efficient  in  the  world. 
M  But  there's  one  corner  where 
?is  of  inefficiency  still  exist,  where 
istitutions  rarely  invest,  and  where 
duals  can  still  buy  $1  worth  of  as- 
for  90(t:  closed-end  funds, 
it's  why  we  are  expanding  the 
lESS  WEEK  Mutual  Fund  Scoreboard 
/er  105  closed-end  equity  funds  and 
closed-end  bond  funds.  In  these 
you'll  find  a  wealth  of  data  on 
objectives,  fees,  and  their  one-  and 
-year  average  annual  returns.  And 
;he  first  time,  we're  rating  the 
i-end  funds  (table).  The  proprietary 
rs,  based  on  risk-adjusted  portfolio 
lis  for  the  last  three  years,  were 
red  by  Morningstar  Inc. 
sed-end  funds  are  the  oddball  cous- 
'  mutual  funds.  Like  mutual  funds, 
1-ends  are  professionally  managed 
)lios  of  securities  run  for  a  specific 
;ive,  like  income  or  to  invest  in  Eu- 
n  stocks.  Their  portfolios  can  be 
zed  the  same  way  as  mutual  funds, 
it's  where  the  similarity  ends.  For 
irs,  the  average  closed-end  equity 
has  woefully  underperformed  the 
ge  open-end.  That's  because  the 
1-end  equity  universe  is  dominated 
reign  funds,  and  foreign  markets 
trailed  the  U.  S.  stock  market. 
;  the  most  crucial  difference  be- 
1  closed-end  and  mutual  funds  is 
losed-ends  trade  like  stocks.  Inves- 
vho  want  to  buy  or  sell  closed-end 
3  go  to  a  stockbroker,  because  the 
s  trade  either  on  a  stock  exchange 
the  over-the-counter  market. 
GATING.  This  feature  is  what  gives 
3  inefficiencies — and  opportunities, 
id's  share  price  is  determined  by 
-'t  forces — the  actions  of  buyers 
ellers — not  necessarily  the  value  of 
:nd's  holdings.  When  the  price  of 
ind's  shares  exceeds  its  net  asset 
(NAV) — the  per-share  price  of  its 
)lio — the  fund  is  said  to  be  at  a 
um.  When  the  fund  shares  trade  at 
han  .NAV,  it's  at  a  discount.  The 
trategy  is  to  buy  at  a  discount.  As 
0.  12,  59  equity  funds  and  38  bond 
were  at  discounts. 


Investors  should  not  buy  a  closed-end 
fund,  no  matter  how  attractive  the  past 
returns  on  its  portfolio,  if  it  is  trading  at 
a  large  premium  to  its  NAV.  That  puts 
Bergstrom  Capital,  one  of  four  closed- 
end  equity  funds  to  earn  three  upward- 
pointing  arrows,  off-limits — at  least,  un- 
til its  2o'/'  premium  shrinks  considerably. 
Buying  Bergstrom  now  means  paying 
$1.25  for  every  $1  worth  of  stocks — 
hardly  a  smart  deal.  Still,  a  well-man- 
aged closed-end  fund,  such  as  Berg- 
strom, General  American  Investors,  or 
Source  Capital,  might  be  worth  a  small, 
single-digit  premium,  says  Catherine  Gil- 
lis,  editor  of  Morningstar  Closed-End 
Fn)ids.  "Think  of  it  like  paying  a  load  on 
an  open-end  mutual  fund,"  she  says.  But 
she  says  today's  best  buys  are  in  Euro- 
pean funds,  since  those  stocks  have  long 
trailed  U.  S.  stocks  and  not  surprisingly, 
many  of  the  funds  are  at  discounts. 

Premiums  and  discounts  on  bond 
funds  don't  usually  reach  the  extremes 


seen  in  equity  funds.  Still,  buying  at  any 
premium  could  be  dangerous.  Dreyfus 
Municipal  Income  and  Dreyfus  Strategic 
Municipals,  the  only  top-rated  tax-ex- 
empt funds,  were  launched  in  a  period  of 
higher  interest  rates  and  thus  have 
many  high-coupon  bonds  that  could  be 
subject  to  call.  If  that  happens,  the  pre- 
mium will  evaporate. 
DIVERSITY  PAYS.  Keep  in  mind,  too,  that 
many  closed-end  bond  funds  use  lever- 
age. They  issue  preferred  stock  or  bor- 
row from  brokers  to  purchase  more 
bonds.  As  long  as  the  cost  of  the  pre- 
ferred dividends  or  the  borrowings  is 
less  than  income  produced  by  these  addi- 
tional bonds,  the  fundholders  win.  That's 
why  the  NAV  total  returns  of  closed-end 
bond  funds  beat  those  of  conventional 
bond  funds  10.17'  vs.  8.r/<  during  1992, 
and  10.7'''  vs.  9.67'  per  year  for  the  1990- 
92  period. 

Leverage  is  great  when  rates  are  fall- 
ing, but  it  can  be  dangerous  if  rates  rise. 
That's  why  Gillis  is  wary  of  leveraged 
funds  and  suggests  that  bond-fund  buy- 
ers look  to  "multisector"  funds — bond 
funds  that  spread  their  money  among 
U.  S.  government,  international,  and  cor- 
porate issues.  She  likes  the  diversifica- 
tion and  still  finds  some  discounts 
among  those  funds. 

You  can  find  all  the  closed-end  funds, 
with  the  latest  information  on  premiums 
and  discounts,  in  the  Scoreboard  that 
starts  on  page  98. 

B//  ■Jctfirij  M.  Ladcruxt)!  in  .W  /r  }'ci/A' 


THE  BEST  CLOSED-END  FUNDS 


Of  the  225  closed-end  funds  in  the  Mutual  Fund  Scoreboar 
arrows,  the  highest  ranl<ing  for  risk-adjusted  total  return  fo 

d,  only  these 
r  the  1990  th 

1  2  earned  three  upward-pointing 
rough  1 992  period 

Equity  funds                     Average  annual  total  return* 

Risk 

Investment  objective 

CHILE 

42.0% 

Average 

Latin  America 

MEXICO 

35.6 

Average 

Latin  America 

BERGSTROM  CAPITAL 

24.8 

Average 

U.S. 

MFS  SPECIAL  VALUE 

18.5 

Low 

Income 

Bond  funds                          Average  annual  total  return* 

Risk 

Investment  objective 

PUTNAM  HIGH  INC.  CONVERTIBLE  &  BOND 

18.3 

Very  low 

Convertible 

USF&G  PACHOLDER 

16.5 

Very  low 

Corporate — high-yield 

HIGH-YIELD  PLUS 

16.2 

Low 

Corporate — high-yield 

LINCOLN  NATIONAL  CONVERTIBLE  SEC. 

15.8 

Low 

Convertible 

CASTLE  CONVERTIBLE 

14.7 

Very  low 

Convertible 

AIM  STRATEGIC  INCOME 

1 1.3 

Very  low 

Convertible 

DREYFUS  MUNICIPAL  INCOME 

9.6 

Very  low 

Municipal 

DREYFUS  STRATEGIC  MUNICIPALS 

8.6 

Very  low 

Municipal 

*  1990-92.  Based  on  net  asset  value,  appreciation  plus  reinvested  dividends  and  capital  gains 

DATA:  MORNINGSTAR  INC. 
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MUTU 


RATING 


OBJECTIVE 


RISK 


SIZE       FEES     1992  RESULTS   TREND 

ASSETS  EXPENSE  NAV  RET.  (%)  SHARES  RET.  (%|  YIELD  3  YEAR 
S  MIL,     RATIO  (%|   1  YR.     3  YRS.        I  YR      3  YRS.  ANALYSIS 


ADAMS  EXPRESS 
ALLIANCE  GLOBAL  ENVIRONMENT 
CHARLES  ALLMON  TRUST 
AMERICA'S  ALL  SEASON 
ARGENTINA 


AVG 


U.S. 
World 
U.S. 
World 
LoHn  America 


Low 

Very  low 
Low 


696.9 
78.6 

125.4 
46.8 
55.8 


0.46  9.8  13.9 

1.59  -15.3  NA 

1.34  3.3  6.4' 

NA  -7.5  1.6 

2.24  -12.1  NA 


14.1  19.2 

-17.2  NA 

4.5  5.7 

-3.1  -0.5 

-13.0  NA 


2.2 
0.0 
2.9 
7.1 
0.5 


n 


ASA  LIMITED 
ASIA  PACIFIC 
AUSTRIA 

BAKER,  FENTRESS 
BERGSTROM  CAPITAL 


AVG 


S.  Africa 

Pocific 

Europe 

U.S. 

U.S. 


Very  high  332.6  0.70  -28.0  -21.2 

High  110.4  2.56  13.6  5.8 

Very  high  61.7  1  92  -21.8  -13.4 

Average  419.8  0.79  7.0  4.4 


Average 


127.1  0.79 


0.5  24.8 


-28.5  -11.0 
31.0  8.2 

-22.4  -29.1 
6.5  2.8 
10.7  31.3 


3.7 
0.5 
0.2 
2.1 
0.8 


BLUE  CHIP  VALUE 
BRAZIL 

BRAZILIAN  EQUITY  § 
CENTRAL  FUND  OF  CANADA 
CENTRAL  SECURITIES 


AVG 


U.S.  Average 

Latin  America  Very  high 
Latin  America 

Precious  metals  Average 


72.4 
170.6 
43,7 
70.2 


1,48  0.8 

2.41  6.6 

2.48  NA 

NA  -6.5 


11.2 
-7.6 
NA 


U.S 


Low 


165.6      0.79      28.9  14.0 


12.3 
-3.8 
NA 
-7.8 
35.8 


16.0 
3.6 
NA 
-13.3 
15.6 


1.4 
0.0 
0.3 
0.3 
0.8 


LTD 


CHILE 
CHINA  § 

CLEMENTE  GLOBAL  GROWTH 
CONVERTIBLE  HOLDINGS  INCOME 
COUNSELLORS  TANDEM 


♦    ♦    ♦     Latin  America 
Pacific 
World 

^    ^  Income 


AVG 


U.S. 


Average 

Average 
Very  low 
Average 


168.3 
113.6 
55.5 
127.5 


1.68  17.0  42.0 

NA  NA  NA 

2.71  -1.0  -1.7 

0.82  12.0  12.8 


75.2      1.30      -2.0  8.3 


55.0 
NA 
-3.6 
-0.2 
0.0 


42.3 
NA 

-3.3 
1 1.9 
7.8 


2.5 
0.4 
0.2 
12.1 
0.0 


DUFF  &  PHELPS  UTILITIES  INCOME 

EMERGING  GERMANY 

EMERGING  MEXICO 

EMERGING  MARKETS  TELECOM.  § 

ENGEX 


Income  Low 
Europe 
Lotin  America 
World 

U.S.  High 


1914.2 
105.8 
85.9 
1 10.8 
9.8 


1.07 
1.51 
NA 
NA 
2.1 1 


9.5 
-14.7 
18.5 
NA 

6.7 


12.2 
NA 
NA 
NA 

-0.8 


13.6 
-15  7 
21  7 
NA 
4.3 


16.3 
NA 
NA 
NA 

-1,3 


7.4 
1.7 
1.0 
1.8 
0.0 


EUROPE 

EUROPEAN  WARRANT 
FIRST  AUSTRALIA 
FIRST  FINANCIAL 
FIRST  IBERIAN 


■f- 


Europe 

Europe 

Pacific 

U.S. 

Europe 


89.3  1,48  -7.1  NA  -6.0     NA  2.0 

44.9  2.24  13.4  NA  23.3     NA  0.8 

Average         52.1  1.90  -16.4  -2  5  -13.2     -0.4  2.4 

Average        119.3  1.65  74.5  26.9  83.8    25.5  0.3 

High  44.8  2.41  -20.1  -7.1  -19.2  -18.5  3.0 


OX] 


FIRST  PHILIPPINE 
FRANCE  GROWTH 
FUTURE  GERMANY 
GABELLI  EQUITY  TRUST 
GEMINI  II  CAPITAL 


AVG 


AVG 


Pacific 

Europe 

Europe 

U.S. 

U.S. 


Low 


Average 
High 


117.8  1.79 

121.2  1.77 

156.6  NA 

725  2  1.26 

205.5  NA 


23.5 
-1.6 
-8.6 
10.4 
11.1 


12,2 
NA 
NA 
3  6 
2  8 


26,1 
4,7 
-7,4 
10,7 
12.9 


-4.0 
NA 
NA 
0.8 
-0.4 


0.0 
0.5 
1.5 
1,3 
0,0 


UJJ 


GEMINI  II  INCOME  -*  Income 

GENERAL  AMERICAN  INVESTORS  ^   *  U  S 

GERMANY  ♦  Europe 
GLOBAL  HEALTH  SCIENCES  g  U  S 

GREATER  CHINA  §  Pacific 


Very  low        107.5  NA  15.7  17.5  4.8     15.0  13.8 

Average       586.5  NA  3,8  21.3  15.0    30.3  0.1 

High             128.5  NA  -7.2  -4.4  -12.3  -17.1  1.2 

269.1  1.37  NA  NA  NA      NA  0.7 

90.6  NA  NA  NA  NA      NA  0.0 


GROWTH  FUND  OF  SPAIN  Europe 

G.T.  GREATER  EUROPE  Europe 

H&Q  HEALTHCARE  INVESTORS  ♦    ♦  U  S  High 

H&Q  LIFE  SCIENCES  INVESTORS  §  U  S 

HAMPTON  UTILITIES  TRUST  AVG  U  S   Averoge 


155.4  1.22  -23.5 

166.4  1.92  -6.6 

96,1  1,72  -6,2 

51,4  1,97  NA 


NA 
NA 
28,8 
NA 


16,5  0,57 


7,5  11,3 


-18,7 
-6,6 

-22,0 
NA 
9  1 


NA 
NA 
31,9 
NA 

12,2 


0,0 
0,0 
0,0 
0,0 
2,5 


HOW  TO  USE  THIS  TABLE 


Closed-end  funds  are  publicly  traded  companies  that  own 
portfolios  of  securities.  Their  results  are  measured  two  ways. 
One,  by  the  change  in  net  asset  value  (NAV),  which  is  gen- 
erated by  the  fund's  manager.  The  other  is  the  change  in  the 
market  price  of  the  shares.  Total  returns,  which  include  div- 
idends and  capital  gains,  are  shown  for  one-  and  three-year 
periods  under  the  heading  "  1 992  Results."  The  three-year 
figure  is  an  average  annual  return. 

BUSINESS  WEEK  RATING  Ratings  are  based  on  three- 
year  risk-ad|usted  performance  of  the  fund's  portfolio.  A  rat- 
ing is  calculated  by  subtracting  a  fund's  risk-of-loss  factor  from 
historic  total  return.  Equity  funds  are  rated  against  each  oth- 
er, and  to  earn  an  above  average  rating,  must  beat  the  S&P 
500  on  a  risk-adjusted  basis.  For  ratings  purposes,  munici- 
pal bond  funds  ore  separated  from  all  other  bond  funds. 


♦  ♦   ♦     Superior  performance 

♦  ^  Very  good  performance 

♦  Above-average  performance 
AVG  Average  performance 

Below-average  performance 
Poor  performance 
Very  poor  performance 

RISK  For  each  fund,  the  monthly  Treasury  bill  return  is  sub- 
tracted from  the  monthly  NAV  return  in  each  of  the  36  months 
of  the  rating  period.  When  a  fund  has  underperformed 
Treasury  bills,  this  monthly  result  is  negative.  The  sum  of  these 
negative  numbers  is  then  divided  by  the  number  of  months. 
The  result  is  a  negative  number,  and  the  greater  its  magni- 
tude, the  higher  the  risk  of  loss, 

EXPENSE  RATIO  Fund  expenses  for  1992  as  a  percent 
of  average  net  assets.  May  include  interest  expense. 


YIELD  The  income  a  fund  earned  on  its  portfolio  inv 
during  1 992,  expressed  as  a  percentage  of  tfii 
yearend  net  asset  value  per  share, 
MATURITY  For  bond  funds,  the  overage  maturi 
securities  in  a  fund's  portfolio,  weighted  according  to 
ket  value  of  these  securities, 
TREND  A  fund's  relative  performance  during  199 
and  1992  The  boxes  read  from  left  to  right,  and  I 
of  green  in  each  shows  how  the  portfolio  of  each  eq 
performed  relative  to  otfier  equity  funds,  and  bond  I 
ative  to  otfier  bond  funds:  O  for  the  top  quartile  S 
ond  quartile  EU  for  third  quartile  and  H]  for  bottom 
An  empty  box  indicates  the  fund  was  not  rated  for 
period, 

PREMIUM/DISCOUNT  Closed^nd  funds  rar 
ed  at  their  net  asset  value.  Their  market  price  is  either 
the  value  of  tfieir  securities,  a  discount,  or  more,  a  p 
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MUTUAL  FUND  SCC 


MUTUAL  FUND  SCOREB^^AM 


RATING 

OBJECTIVE 

RISK 

SIZE 

FEES 

1992  RESULTS 

TREND 

PREMIUM/DISCOUNT 

ASSETS 

EXPENSE 

NAV  RET.  (%) 

SHARES  RCT.  (%) 

YIELD 

3YEAR 

DIFFERENCE  FROM  NAV  (%) 

$  MIL 

RATIO  (%1 

1  YR 

3YRS. 

1  YR 

3YRS. 

ANALYSIS 

1992  HIGH-LOW 

2/12/93 

4  UTILITIES  PFD 

Income 

Very  low 

9.9 

070 

8.7 

8.9 

3.7 

1 1.7 

7.7 

12.4- -0.7 

2.9 

OWTH 

Pacific 

Very  high 

80.2 

2.00 

-3.9 

5.5 

15.0 

-5.0 

0.0 

LUJ 

13.6- -25.1 

2.5 

lA 

Pacific 

35.8 

1.96 

0.8 

NA 

7.5 

NA 

0.0 

1  1  1  1 

29.3  -32.4 

6.5 

SiT  MARKET 

U.S. 

50.4 

1.40 

11.7 

NA 

11.8 

NA 

0.5 

LkM 

-7.4-17.9 

-1 1.4 

rtSTMENT 

Europe 

39.3 

1.80 

-16.7 

NA 

-10.1 

NA 

3.5 

LLiJ 

-9.9-22.8 

-5.3 

Europe 

High 

49.5 

1.68 

-28.8 

-11.0 

-15.5 

-20.1 

0.0 

U  1  1 

2.7--18.0 

9.8 

GROWTH 

Pacific 

31.4 

2.15 

2.7 

NA 

25.4 

NA 

1.1 

1  1  1  1 

20.3-7.9 

10.7 

QUITY  § 

Pacific 

59.7 

1.65 

NA 

NA 

NA 

NA 

0.0 

MM 

4.6--13.2 

-11.3 

TC  EQumr 

Pacific 

58.9 

1.57 

-31.8 

NA 

-26.5 

NA 

0.0 

1  W  1 

41.8-0.2 

13.8 

FLEMING  CHINA  § 

Pacific 

103.0 

NA 

NA 

NA 

NA 

NA 

0.4 

1  M  1 

5.7-16.1 

-1 1.6 

HOWTH 

U.S. 

488.5 

1.37 

0.7 

NA 

-7.0 

NA 

0.0 

MM 

5.1  -10.8 

-4.8 

Pacific 

High 

240.0 

1.52 

2.7 

-10.3 

13.1 

-20.0 

0.3 

MM 

44.6-1.2 

27.0 

INVESTMENT  § 

Pacific 

41.8 

2.37 

NA 

NA 

NA 

NA 

0.0 

1  1  1  1 

27.0--13.1 

7.9 

lERICA  EQUITY 

Latin  America 

86.5 

2.1 1 

7.9 

NA 

17.7 

NA 

1.4 

1  1  W 

1.4--14.7 

1.6 

lERICA  INVESTMENT 

Latin  America 

102.2 

2.66 

8.7 

NA 

2.3 

NA 

0.0 

1  ri  1 

6.6-13.1 

9.5 

MERICAN  DISCOVERY  § 

Latin  America 

87.7 

1.63 

NA 

NA 

NA 

NA 

0.0 

mi 

4.2-15.7 

-6.6 

lu-star  equity 

U.S. 

Low 

664.7 

1.09 

6.4 

15.6 

14.4 

22.8 

1.5 

5.4 --5.5 

1.1 

A 

AVG 

Pacific 

High 

118.2 

1.58 

29.6 

9.3 

49.3 

-1.5 

0.9 

1  1  m 

-0.1  -16.9 

8.5 

#   #  * 

Latin  America 

Average 

665.6 

1.06 

13.0 

35.6 

18.2 

36.3 

2.8 

-0.5 --23.7 

-6.8 

■Qurrr  and  income 

Latin  Americo 

105.1 

1.62 

19.5 

NA 

27.7 

NA 

4.9 

1 1 11 

5.7- -17.1 

-2.3 

lAL  VALUE 

#   #  # 

Income 

Low 

84.2 

1.35 

13.1 

18.5 

15.1 

16.9 

4.7 

1  M  1 

9.9-4.0 

2.0 

1  GRENFELL  SMALLCAP 

U.S. 

High 

60.2 

NA 

3.7 

10.9 

1.5 

16.2 

0.0 

MM 

11.7-  -7.5 

-0.7 

1  STANLEY  EMERG.  MKTS. 

World 

176.9 

2.10 

23.2 

NA 

35.4 

NA 

0.1 

1  1  M 

12.3-5.9 

6.0 

3WTH 

U.S. 

7.0 

1.81 

9.4 

NA 

1.6 

NA 

1.5 

1  kbl 

9.1  -20.3 

-8.6 

MANY 

Europe 

298.1 

NA 

-11.2 

NA 

-9.9 

NA 

1.9 

MM 

0.3--17.7 

-4.6 

GLOBAL  DIVIDEND  § 

World 

114.6 

NA 

NA 

NA 

NA 

NA 

2.3 

Mil 

9.0- -1.3 

-0.5 

PREMIUM  DIVIDEND  1 

Income 

Low 

220.0 

1.37 

11.0 

11.9 

19.1 

8.4 

7.1 

L-fkil 

2.4-7.8 

-4.5 

PREMIUM  DIVIDEND  II 

Income 

Low 

289.1 

1.33 

9.9 

14.7 

9.3 

8.6 

7.7 

-1.0 --8.8 

-8.1 

SELEa  DIVIDEND 

Income 

230.1 

1.42 

7.2 

NA 

16.0 

NA 

8.5 

1  mu 

12.4--0.4 

7.3 

UM  &  RESOURCES 

AVG 

U.S. 

Average 

350.1 

0.57 

6.4 

4.4 

4.8 

6.2 

2.9 

LLU 

0.2-8.7 

-8.9 

REGIONAL  BANKSHARES 

U.S. 

Average 

125.2 

1.14 

32.4 

17.5 

31.6 

19.3 

2.0 

LUi 

2.0-9.1 

-4.7 

VL 

Europe 

High 

47.2 

1.88 

-16.7 

-12.7 

-17.3 

-21.5 

0.7 

Mil 

17.5-22.1 

-8.0 

D  INCOME 

Income 

202.3 

1.69 

24.0 

NA 

19.8 

NA 

7.2 

1  1  M 

1 1.2-0.4 

4.5 

EO  INCOME  OPPORTUNITY  § 

Income 

200.6 

1.69 

NA 

NA 

NA 

NA 

6.6 

II  II 

9.8-1.8 

2.8 

DIVIDEND  INCOME 

Income 

Low 

198.1 

1.64 

12.0 

11.8 

24.2 

1 1.7 

9.4 

LiBlnl 

10.6-2.5 

5.0 

>R  VALUE  CAP 

U.S. 

Low 

473.3 

NA 

22.8 

16.1 

37.7 

20.5 

0.0 

II  II 

-10.6- -26.0 

-8.9 

>R  VALUE  INCOME 

Income 

Very  low 

219.0 

0.75 

11.1 

11.5 

7.9 

1 1.5 

10.3 

II  II 

16.7-8.7 

15.6 

\Tl  SECURITIES  INCOME 

AVG 

Income 

Low 

21.3 

1.62 

13.4 

12.3 

22.7 

17.9 

8.5 

1  II  1 

7.4 --4.6 

4.7 

IWAN 

Pacific 

Very  high 

237.7 

2.20 

-10.5 

-13.4 

-14.5 

-9.9 

0.2 

MM 

28.5-9.7 

6.0 

ALUE 

AVG 

U.S. 

Low 

196.3 

0.68 

19.7 

12.7 

26.8 

15.1 

1.2 

1  MM 

0.4 --9.7 

-3.7 

N  BROTHERS 

AVG 

U.S. 

Average 

1109.4 

NA 

3.9 

9.3 

6.4 

12.4 

2.8 

1  II  1 

-4.2- -11.4 

-1 1.6 

NEW  ASIA 

♦ 

Pacific 

Average 

104.2 

1.69 

2.1 

3.5 

-2.4 

3.7 

0.6 

MM 

10.3--13.3 

1.1 

NEW  EUROPE 

Europe 

141.5 

1.76 

-9.4 

NA 

-7.2 

NA 

1.0 

1  11  1 

-3.1  --15.3 

-7.0 

)RE 

Pacific 

56.2 

2.63 

-5.8 

NA 

-1.7 

NA 

1.2 

1  H  1 

5.1  --11.7 

-3.6 

yVPITAL 

AVG 

U.S. 

Low 

332.6 

0.98 

13.0 

10.1 

17.3 

13.6 

2.9 

U  II 

15.4-2.4 

13.0 

STERN  THRIFT  &  BANK 

U.S. 

Average 

27.3 

2.17 

76.3 

20.0 

86.6 

13.4 

0.3 

1  m  1 

0.0- -20.3 

-9.4 

Europe 

High 

81.9 

1.84 

-30.1 

-11.3 

-35.2 

-32.6 

NM 

1  M  1 

10.5-13.8 

3.9 

ELVETIA 

AVG 

Europe 

Average 

125.9 

1.78 

6.0 

4.1 

4.9 

-2.6 

0.2 

U  kl 

5.6--11.6 

-2.7 

Pacific 

Very  high 

153.0 

2.94 

-8.3 

-19.3 

-23.4 

-25.9 

0.6 

L-teLI 

32.5-14.6 

9.6 

ON  EMERGING  MARKETS 

World 

Average 

242.0 

1.91 

-0.5 

19.9 

-10.9 

21.5 

1.9 

MM 

35.6-8.6 

25.0 

>N  GLOBAL  UTILITIES 

World 

40.2 

1.44 

8.5 

NA 

18.7 

NA 

4  6 

II  II 

7.1  --4.8 

13.1 

Pacific 

High 

209.4 

1.69 

40.7 

11.1 

21.7 

-10.1 

1.9 

1  btol 

14.1  --15.2 

-8.6 

ITAL 

Pacific 

74.1 

2.83 

35.9 

NA 

25.3 

NA 

1.1 

UJHI 

0.2- -18.5 

-4.3 

■NENTAL 

AVG 

U.S. 

Average 

2126.2 

0.68 

3.8 

9.9 

-2.8 

12.9 

3.0 

LUJ 

1.1  --12. 8 

-9.9 

INVESTMENT 

#  # 

Europe 

Very  high 

32.4 

2.55 

-39.6 

-28.2 

-30.6 

-22.9 

0.8 

III! 

37.5-4.8 

19.2 

.INGDOM 

Europe 

High 

41.1 

1.65 

2.9 

3.3 

7.4 

2.7 

NM 

LLU 

-1.7-17.6 

-5.3 

/IDE  VALUE 

World 

High 

42.8 

2.20 

-7.4 

-7.6 

-3.7 

-11.1 

0.3 

II  1  1 

-6.6- -20.0 

-13.8 

World 

Average 

24.7 

3.27 

-14.3 

4.9 

-23.3 

8.6 

0.0 

MM 

26.5- -0.2 

11.2 

AVG 

U.S. 

Low 

500.1 

1.25 

0.3 

9.9 

3.5 

12.0 

1.4 

1  1  1  1 

17.5-7.1 

15.0 

OTAL  RETURN 

U.S. 

Very  low 

624.1 

1.13 

2.0 

8.5 

2.5 

1 1.5 

3.0 

23.3-4.3 

13.6 

vailoble.  §  «  New  fund,  less  thon  1  2  months'  total  return. 
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RATING  OBJECTIVE 


RISK 


SIZE     FEES     1992  RESULTS  

ASSnS     EXPENSE      NAV  »ET.  (%)        SHARES  RET.  [%) 


S  Mil    RATIO  (%)     1  YR      3  YRS. 


I  YR. 


3  YRS 


PORTFOLIO    TREND  PREMIUM/DI 


MAT.  3^YEAR  DIEEEREHCE  ERO> 
(YRS )      ANALYSIS      1992  HICH-lOW 


ACM  GOVERNMENT  INCOME  AVG 
ACM  GOVERNMENT  OPPORTUNITY 
ACM  GOVERNMENT  SECURITIES  AVG 
ACM  GOVERNMENT  SPECTRUM 
ACM  MANAGED  INCOME  AVG 


Multisector  Average  509.2  1.58  9.0  11.5  8.6  12.5  9.0  15.2 

Multisector  High  116.0  1.22  6.0  12.1  10.7  13.3  8.1  13.1 

Multisector  Average  708.0  1.53  9.0  11.9  10.4  11.9  9.7  13.2 

Multisector  Average  282.3  1.25  7.0  11.1  10.2  11.5  9.6  12.4 

Multisector  High  263.0  1.10  16.2  13.9  27.0  19.0  10.3  11.1 


10.4-1.2 
6.2-2.8 
8.4-3.7 
5.8-2.8 
12.8-0.1 


ACM  MANAGED  MULTI-TRUST  MKT. 

AIM  STRATEGIC  INCOME  #  #  # 

ALLSTATE  MUNI.  INC.  OPPORTUNITIES  AVG 

ALLSTAn  MUNI.  INCOME  TRUST  * 

ALLSTATE  MUNI.  PREM.  INC.  TRUST  AVG 


International  94.7  2.97  -4.6  NA  -23.7  NA  11.3  3.6 

Convertible  Very  low  64.1  1.72  10.7  11.3    17.0  8.2  6.6  15.0 

Municipal  Low  191.9  1.08  2.2  6.3    -6.4  -2.2  8.8  22.2 

Municipal  Low  354.7  0.73  8.1  8.7      7.0  8.7  6.6  23.4 

Municipal  Average  396.9  1.44  11.3  1.2    15.6  12.5  7.0  24.4 


18.5 --8.9 
1.7 --7.9 

8.5-14.6 
4.1  --4.5 
6.3- -0.8 


AMERICAN  ADJ.  RAn  TERM  1995 

AMERICAN  CAPITAL  BOND  # 

AMERICAN  CAPITAL  CONV.  SEC.  AVG 

AMERICAN  CAPITAL  INCOME  TRUST  AVG 

AMERICAN  GOVERNMENT  INCOME  *  * 


Government  110.6  0.72  4.8  NA  5.9  NA  7.0  16.3 

CorpGeneral  Low  221.5  0.71  9.3  11.3  10.3  15.7  84  20.7 

Convertible  Low  76.6  0.88  12.9  8.8  12.2  7.8  5.8  14.9 

CorpGeneral  Average  119.6  0.99  13.6  13.3  15.2  14.2  11.3  8.2 

Government  Average  179.7  1.25  14.1  17.0  23.7  18.0  8.6  16.9 


H3 


8.6-1.1 
7.0- -1.5 
10.4--i4.5 
6.4-5.7 
15.4-0.3 


AMERICAN  GOVT.  INC.  PORT.  ♦  ♦ 
AMERICAN  GOVERNMENT  TERM  TR. 

AMERICAN  OPPORTUNITY  INCOME  AVG 

APEX  MUNICIPAL  AVG 

BANCROFT  CONVERTIBLE  *  * 


Government  Average  264.2  1.25  15.5 

Government  High  79.6  2.04  2.6 

Government  High  243.6  1.15  14.5 

Municipal  Average  196.2  0.83  2.6 

Convertible  Low  60.8  1.20  17.3 


18.0 
10.4 


23.0 
14.2 


17.6  30.5 
5.2  -9.0 
12.0  22.5 


19.4 
13.5 
22.5 
4.3 
13.6 


9.1 

8.5 


9.0 
6.3 


14.9 
1 1.9 
13.8 
24.0 
16.4 


9.0-1.9 
17.2-5.1 
16.3 --2.5 
11.9 --8.6 
-8.0--16.1 


BLACKROCK  ADVANTAGE  TERM  TR. 
BLACKROCK  INCOME  TRUST 
BLACKROCK  N.  AMER.  GOVT.  INC. 
BLACKROCK  TARGET  TERM  TRUST 
BUNKER  HILL  INCOME  SEC. 


Government 

Government  Average 
International 
Government  High 


99.0  1.18 

562.0  1.02 

461.0  0.90 

981.0  0.93 


CorpGeneral     Averoge        43.7  1.09 


3.5 
1.0 

-2.3 
5.9 

11.5 


NA 
14.1 

NA 
12.8 

9.8 


2.7 
-12.3 
-9.4 
-0.1 

6.0 


NA 
11.1 
NA 
9.2 
6.7 


8.4 

10.6 
9.6 
8.7 
9.3 


1 1.0 
11.8 
10.9 
10.0 
13.7 


6.1  --2.7 
16.1  --5.5 
15.2-5.0 
8.2-5.1 
4.7 --5.4 


CASTLE  CONVERTIBLE  # 

CIGNA  HIGH  INCOME  SHARES  # 

CIM  HIGH  YIELD  SECURITIES  #  # 

CIRCLE  INCOME  SHARES  AVG 

CNA  INCOME  SHARES  AVG 


♦    Convertible        Very  low       56.5  1.10 


Corp  Hi  YId  High 

Corp  Hi  YId  Low 

Corp  General  Low 

Corp  General  High 


182.6  3.18 

30.0  2.15 

34.0  0.96 

83.9  0.84 


17.4 
20.7 
18.6 
8.7 
8.5 


14.7 
14.7 


24.1 
24.1 


13.9  25.8 
8.3  -3.5 
12.2  17.3 


17.7 
17.6 
15.6 
8.1 
12.1 


7.7 
12.8 
10.8 

8.9 
10.2 


17.1 
9.0 
7.8 
13.8 
14.9 


-7.0- -14.7 
17.7 --36.7 
7.0- -10.2 
10.1  --8.7 
17.2-5.9 


COLONIAL  HIGH  INCOME  MUNI.  TR. 
COLONIAL  INTERMARKET  INC.  TR. 
COLONIAL  INTERMED.  HIGH  INCOME 
COLONIAL  INVST.  GRADE  MUNI.  TR. 
COLONIAL  MUNICIPAL  INC.  TR. 


AVG 


Municipal  Low 
Multisector  Low 
Corp  Hi  YId  High 
Municipal  Low 
Municipal  Low 


269.8  0.95 

124.7  1.03 

87.8  4.24 

126.2  0.85 

214.5  0.85 


6.7 
10.4 
17.9 
6.2 
6.7 


6.7 
12.3 
8.6 
77 
6.1 


3.5 
1 1.5 
19.6 
7.4 
6.6 


4.4 

13.1 
10.1 
75 
1.0 


8.3 
10.2 
12.2 
7  2 
8.5 


24.6 

10.3 
8.0 
24.0 
22.9 


3.7-13.8 
3.9-4.6 
7.2- -5.0 
10.6-3.5 
6.1  -5.4 


CONVERTIBLE  HOLDINGS  CAP. 

CURRENT  INCOME  SHARES 

DEAN  WIHER  GOVT.  INCOME  TR.  # 

DREYFUS  MUNICIPAL  INCOME  #  -* 

DREYFUS  STRAT.  GOVTS.  INCOME  AVG 


Convertible  Very  high  159.1  NA  19.4  8.8  36.3  19.4  0.0  15.1 

CorpGeneral  High  49.6  NA  9.8  12.0  3.4  10.2  8.3  23.7 

Government  Very  low  561.0  0.72  6.0  10.2  3.1  10.4  8.8  9.2 

Municipal  Very  low  196.0  0.86  8.7  9.6  14.5  10.0  6.5  25.0 

Multisector  Low  167.4  0.88  4.7  9.5  10.6  14.2  8.0  7.4 


rm 


-27.2  -38,3 
3.4 --5.3 
0.1  --8.8 
7.5-1.1 
8.5-1.8 


DREYFUS  STRAT.  MUNI.  BOND  *  * 

DREYFUS  STRATEGIC  MUNICIPALS  #  «  * 

1838  BOND-DEBENTURE  TRADING  AVG 

ELLSWORTH  CONV.  GROWTH  &  INC.  *  * 

EXCELSIOR  INCOME  SHARES  AVG 


Municipal  Low  429.2  0.86  8.6  9.0  13.0  8.3  6.6  23.9 

Municipal  Very  low  533.2  0.88  7.7  8.6  3.8  6.8  7.4  23.9 

CorpGeneral  Average  70.5  0.93  11.3  11.4  10.8  11.0  8.0  21.7 

Convertible  Low  58.5  120  17.4  12.0  20.7  11.5  6.4  17.0 

CorpGeneral  Average  42.7  NA  7.1  10.9  6.8  12.5  7.5  15.7 


6.4-0.8 
14.0-2.7 
16.8-1.2 
-8.6-17.5 
1.7 --5.7 


FIRST  AUSTRALIA  PRIME  INCOME 
FIRST  BOSTON  INCOME 
FIRST  BOSTON  STRAT.  INC. 
FIRST  COMMONWEALTH  § 
FORT  DSARBORN  INCOME  SEC. 


International  Very  high  898.0  1.43  -6.4  12.2  2.0  18.0  12.2  6.6 

CorpGeneral  High  210.6  0.80  13.2  12.3  11.0  14.1  10.8  11.6 

♦               Multisector  High  83.3  0.94  14.4  12.1  3.9  14.5  11.8  8.3 

International  152.7  1.59  NA  NA  NA  NA  8.7  7.3 

♦  CorpGenerol  Average  117.6  0.86  8.6  11.1  3.8  10.9  7.9  19.4 


12.2 
5.7 

16.6 
9.9 
1.8 


-4.6 
-7.5 
-4.8 
-5.3 
-4.4 


FORtiS  ftCURITIES  (o)  * 

FRANKLIN  MULTMNCOME  TR.  ^  ^ 

FRANKLIN  PRINCIPAL  MATURITY  ♦  ♦ 

FRANKLIN  UNIVERSAL  *  ♦ 

GLOBAL  GOVERNMENT  PLUS  ^  ^ 


CorpGeneral  Low  119.6  0.82  8.1  11.5  7.4  12.2  9.3  10.4 

Multisector  Very  high  78.4  3.87  17  4  17.3  14.6  13.3  10.0  9.5 

Multisector  Very  high  168,9  3.21  8.4  9.0  1.5       0.9  8.4  12.4 

Multisector  Very  high  310.5  3.45  21.3  13.6  22.6  14.0  9.2  9.3 

International  Very  high  343.0  1,16  0,0  8.7  1.3  10.2  9.8  11.6 


16.6-8.2 
1.2-9.9 
2.5 --10.3 
-2.0-10.7 
1.9.-9.0 


GLOBAL  INCOME  PLUS 
GLOBAL  YIELD 

JOHN  HANCOCK  INCOME  SEC.  TR. 
JOHN  HANCOCK  INVESTORS  TR. 
HAHERAS  INCOME  SEC. 


AVG 

■»  ♦ 
AVG 


AVG 


International 
International 
Corp  General 
Corp  General 
Corp  General 


Average 
High 
Average 
Low 

Average 


239.7 
532.9 
162.0 
159.7 
51.9 


1.13 
1.02 
0.81 
0.81 
NA 


1.8 
-0.9 
9.1 
8.7 
9.5 


11.0  -6.7 

7.7  1.5 

11.2  7.1 

10.9  6  4 

10.4  12.3 


12.2 
8.5 
12.5 
13.8 
16.5 


9.3 
10.7 
8.2 
7.8 
8.3 


9.7 
5  2 
17.3 
17.9 
15.2 


nm 


7.9  -  -6.6 
3.9-9.7 
7.7-0.2 
12.1  -2.1 
15.8-6.9 


NA  =  Not  avoiloble  §  =  New  fund,  Less  than  I  2  monlhs'  total  retun 


(a)  Formerly  AMEV  Securities. 
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MUTUAL  FUND  SC 


COPYING  POWER. 

>RINTINGnPOWER. 

;CANNING  POWER.  GET 

POWER  TO  PUT  ON 


Drop  Forged 
Steel  Futures 

1  ^._„:V 

t 

IT 

THE  POWER  TO  SCAN  IN 


HE  SCREEN. 
4-BIT  COLOR. 

OLOR.  AT  400  DPI.  FOUR  COLOR  PROCESS  WITH  256 
RADATIONS  PER  COLOR.  IN  WINDOWS  AND  MACINTOSH: 

GET  THE  POWER  TO  CREATE  HIGH-QUALITY  COLOR  DOCUMENTS  TO 

GET  YOU  THE  PROMOTION.  THE  POWER  TO  WIN  THE  NEW  PIECE  ||1||H||| 
OF  BUSINESS.  THIS  IS  THE  FUNDAMENTAL  IDEA  BEHIND  THE  CANON 
CJIO  WITH  OPTIONAL  CONNECTIVITY.  TO  GIVE  YOU  HIGH-QUALITY  1*  /  ^| 
COLOR  COPIES.  TO  GIVE  ^■^■■■^■■ll  YOU  THE  POWER  OF  COLOR. 
AFFORDABLE  ENOUGH  W^^^wT/^MSBI^M  FOR  ANY  SIZE  BUSINESS. 
GET  THE  POWER.  CALL  i.j^r^m7ii#.i>j.^.^Fp2iM  1-800-OK-CANON. 


COLOR  BUBBLE-JET  COPIER  HI 


?  Canon  U  S  A  ,  Inc 

IS  a  registered  trademark  of  Canon  Inc 

i-Jet:''CJ10  logo  and  color  mark  are  irademarks  o(  Canon  Inc 
osh*  IS  a  registered  trademark  ot  Apple  Computer,  inc 
ws'"  IS  a  trademark  of  Microsoft  Corporation 


THE  POWER  OF  COLOR  IS  YOURS. 


Canon 


MUTU 


RATING      OBJECTIVE  RISK 


SIZE     FEES     1992  RESULTS 


PORTFOLIO 


YIELD 


MAT 
(VRSI 


TREND  PREMIUM/DIJ 

3-YEAR  DlfFEKEWCE  FBOH 
ANALYSIS      1992  HIGH-LOW 


41IGH-INCOME  ADVANTAGE  TR. 
HIGH-INCOME  ADVANTAGE  TR.  II 
HIGH-INCOME  ADVANTAGE  TR.  Ill 
HIGH  YIELD  INCOME 
HIGH  YIELD  PLUS 


AVG 
AVG 


#  #  # 


Corp  Hi  YId 
Corp  Hi  YId 
Corp  Hi  YId 
Corp  Hi  YId 
Corp  Hi  YId 


Average 

Average 

Average 

Low 

Low 


174.0 
227.0 
89.0 
80.0 
88.8 


1.00 
0.98 
1.07 
1.55 
2.17 


15.1 
17.0 
15.6 
16.9 
18.5 


9.3 
9.7 
9.0 
13.3 
16.2 


32.7 
28.4 
19.3 
22.2 
27.0 


10.8 
11.1 
6.1 
15.2 
17.1 


14.4 
15.8 
14.4 
12.2 
10.5 


9.9 
9.5 
9.8 
8.6 
1 1.4 


HYPERION  TOTAL  RETURN  ♦  Multisector  Low  273.0  2.17  5.5  11.1  9.8  14.9  10.5  10.6 

INA  INVESTMENT  SEC.  *  Corp  General  Average  92.4  0.94  7.9  10.8  5.4  9.6  8.6  14.3 

INDEPENDENCE  SQUARE  INC.  SEC.  AVG  Corp  General  Average  32.9  0.86  12.1  11.3  14.5  12.8  8.4  21.7 

INHRCAPITAL  INCOME  SEC.  *'  Corp  General  Average  228.4  0.69  9.7  9.9  0.0  7.4  9.4  15.5 

KEMPER  HIGH  INCOME  TR.  ♦   ♦  Corp  Hi  YId  Average  191.5  2.03  18.6  15.3  21.1  17.6  10.2  9.1 


KEMPER  INTERMED.  GOVT.  TR. 
KEMPER  MULTI-MARKET  INC.  TR. 
KEMPER  MUNICIPAL  INC.  TR. 
KEMPER  STRAT.  MUNI.  INC.  TR. 
KLEINWORT  BENSON  AUSTRALIAN  INC. 


AVG 


Multisector 

Multisector 

Municipal 

Municipal 

International 


Average 
Very  high 
Average 
Average 
Very  high 


309.8 
221.0 
679.2 
123.0 
65.1 


0.93 
0.99 
0.71 
0.77 
1.62 


5.4 

17.5 
111 

9.2 

-2.5 


9.2 
16.6 
11.3 

9.5 
11.1 


4.9 
20.2 
10.6 

9.1 

-3.2 


5.9 
16.7 
111 
10.6 
1  1.6 


9.4 
11.4 
6  8 

7.3 
8.8 


8.9 
6.9 
25.9 
22.7 
6.3 


LINCOLN  NATIONAL  CONV.  SEC.  ♦   ♦   ♦     Convertible  Low  116.2  NA  12  1  15.8  20.7  17.7  5.5  11.5 

LINCOLN  NATIONAL  INCOME                                 Corp  General  High  75.3  NA  7.4  9.9  16.3  14.2  8.7  13.1 

MFS  CHARHR  INCOME  TR.  AVG            Multisector  Average  904.5  0.96  7.2  12.4  2.1  11.7  9.1  9.7 

MFS  GOVT.  MARKHS  INCOME  TR.                           Multisector  High  749.0  1.02  3.3  8.4  0.8  2.2  7.6  14.9 

MFS  INTERMEDIATE  INCOME  TR.                              Government  Average  1582.5  0.98  3.3  8.1  1.5  7.7  8.1  6.5 


MFS  MULTIMARKET  INCOME  TR.  Multisector  High  935.5  1.22  5.2  10.2  6.2  7.5  8.7  13.1 

MFS  MUNICIPAL  INCOME  TR.  AVG  Municipal  Low  328.1  1.28  7.5  6.3  3.5  3.1  8.4  21.6 

MONTGOMERY  STREET  INCOME  SEC.  ♦  Corp  General  Low  190  7  0.75  9.5  12.4  15.6  13.8  8.0  14.6 

MUNICIPAL  HIGH  INCOME  ♦   ♦  Municipal  Very  low  181.6  0.87  8.9  8.4  12.0  8.1  7.2  22.2 

MUNIENHANCED  AVG  Municipal  Average  501.4  0.69  11.9  11.4  10.3  15.3  6.9  23.9 


MUNIINSURED 
MUNIVEST 

MUTUAL  OMAHA  INTEREST  SH. 
NEW  AMERICA  HIGH  INCOME 
NUVEEN  MUNICIPAL  ADVANTAGE 


AVG 
AVG 


Municipal 
Municipal 
Corp  General 
Corp  Hi  YId 
Municipal 


Average 
Average 
High 
High 


80.7 
874.6 
100.6 
190.6 
941.0 


0.85 
0.65 
0.83 
5.11 
0.75 


8.6 
10.1 

7,9 
30.0 
10.8 


9.3 
10.5 
9.9 
3.0 
NA 


5.9 
10.5 
12.1 
29.8 
11.1 


10.8 
13.5 
11.5 
3.8 
10.6 


6.0 
7.4 
7,8 
13.4 

7.1 


24.0 
22.6 
24.2 
10.7 
24,9 


xn 


NUVEEN  MUNICIPAL  VALUE  ♦  Municipal  Low  1759.4  0.79  8.7  9.0  10.2  11.5  6.2  23.1 

NUVEEN  PERFORMANCE  PLUS  MUNI.  AVG  Municipal  Average  1279.6  0.74  10.5  10.7  10.0  11.3  7.1  24.8 

NUVEEN  PREMIUM  INCOME  MUNI.  #   ■#  Municipal  Average  1188.1  0.66  9.7  10.4  7  6  11  9  7.3  23.0 

OPPENHEIMER  MULTkGOVT.  TR.  AVG  Multisector  Low  55.3  1.32  4.1  8.9  1.8  10.9  10.6  8.8 

OPPENHEIMER  MULTI-SEaOR  INC.  ♦  Multisector  Low  297.7  1.11  7.9  11.1  7.6  14.4  10.8  11.0 


PACIFIC  AMERICAN  INC.  SH.  ♦                Corp  General  Low  111.5  0.84  7.8  11.3  8.3  10.4  9.0  18.2 

PILGRIM  PRIME  RATE  TRUST  ♦  ♦          Corp  General  Very  low  772.7  1.43  6.9  8.3  NA  NA  6.7  5.4 

PROSPEQ  STREET  HIGH  INC.  PORT.                        Corp  Hi  YId  Very  high      92.5  2,28  22.1  -0.2  45.9       2.5  13.8  9.2 

PUTNAM  H/l  CONVERTIBLE  &  BOND  ♦  ♦   ■#     Convertible  Very  low  111.6  1.13  27.1  18.3  28.4  25.3  9  6  12.8 

PUTNAM  HIGH  YIELD  MUNICIPAL  ♦  ■*          Municipal  Low  237.3  1.13  12.1  8.9  14,2  13.4  7.9  24.7 


PUTNAM  INTERMED.  GOVT.  INC.  AVG  Multisector  Average  579.1  NA  7.1  11.0  5.8  9.7  7.4  9  4 

PUTNAMINVST.GRADEMUNI.tr.  ♦  Municipal  Average  384.7  NA  13,8  12.1  14.1  16.3  6.9  26.2 

PUTNAM  MGD.  MUNI.  INC.  ♦   ♦  Municipal  Average  609  7  1.24  13.1  11.2  14  1  12.7  7.1  26.1 

PUTNAM  MASTER  INCOME  TR.  ♦  Multisector  Average  485.0  0.95  12.4  13,9  18.4  16.6  9.2  9.5 

PIHNAM  MASTER  INTERMED.  INC.  ♦  Multisector  Average  332.3  0.98  12.4  12.8  14.2  14.0  9.3  3.3 


PUTNAM  PREMIER  INCOME  TR.  AVG            Multisector  Average  1200.1  0.88  12.0  12.5  14.2  13.2  9.4  10.1 

RAC  INCOME  ♦   ♦          Government  Very  low  127,0  2.04  4.6  11.0  6.2  15.5  10.7  19.6 

STATE  MUTUAL  SECURITIES  AVG            Corp  General  Average  97.7  0.74  11.1  11.9  20.5  12.7  8.3  12.2 

TCW  CONVERTIBLE  SECURITIES  TR.                            Convertible  Average  220.6  0.48  13.7  111  14.8  15.9  4.5  14.0 

TEMPLETON  GLOBAL  GOVTS.  INC.                           International  High  190.4  1.08  -1.1  8.1  0.4  11.2  8.1  6.6 


HMPLETON  GLOBAL  INCOME                                 Internotionol  High  995.8  0.81  1.0  9.2  11,2  13,0  9,3  8.9 

TRANSAMERICA  INCOME  SHARES  ■*               Corp  General  Low  131.7  0.68  7.1  11.0  5  3  11.5  8.1  23  8 

USF&G  PACHOLDER  ♦   ♦   ♦    Corp  Hi  YId  Very  low  44.0  1.82  18.6  16.5  24  9  21.6  10  8  6.6 

USLIFE  INCOME  ♦   ♦          Corp  General  Very  low  53.4  1.29  13.4  13.1  23.4  15.2  9.0  17  3 

VAN  KAMPEN  INTERMED.  H/l                                 Corp  Hi  YId  Average  144.2  1.89  20.3  9.7  20.5  15  9  12.5  6.4 


VAN  KAMPEN  INVEST.  GRADE  MUNI.                      Municipal  Average  80.3  1.52  6.4  9.2  9.2  8.8  7  5  25.3 

VAN  KAMPEN  LIMITED  H/l                                     Corp  Hi  YId  High  109.2  1.89  16.5  8.6  40.1  16.2  10.4  8.5 

VAN  KAMPEN  MUNL  INC.                    ♦               Municipol  Average  452.7  1.35  13.6  11.9  22.0  18.9  6  7  24.5 

VESTAUR  SECURITIES                            ♦               Corp  General  Low  97.5  NA  8,0  11.0  4.5  11.4  8.1  20.6 

ZENIX  INCOME                                    ♦   ■*          Corp  Hi  YId  Average  132.6  3.53  19.3  12.7  20.6  13.7  12.7  10.3 

NA  =  Not  avaiioble,  §  =  New  fund,  Less  than  12  months'  total  return. 


See  page  98  for  an  explanation  on  how  to  use  this  table 
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Informix 
Database  Technology 
IS  The  Home  Depot  Assure  That 
Prices  Are  Just  The  Beginning." 


When  The  Home  Depot  decided  to  make  a  long-term  commitment  to 
UNIX"  and  open  systems,  they  turned  to  us,  Informix,  the  experts  in  UNIX  rela- 
tional database  management  systems. 
A  Flexible,  Economical  Computing  Environment. 

}  kime  Depot,  Americii's  largest  home  center  retailer,  wanted  hardware 
independence,  shorter  development  lite  cycles,  and  better  system  performance  — 
all  at  reduced  costs.  Home  Depot  made  a  strategic  decision  to  convert  its  "do-it- 
yourself"  stores  to  UNIX-based  platforms  and  applications. 

The  Home  Depot  chose  Informix's  database  as  part  ot  their  UNIX  solution. 
Reduced  Deployment  Times  and  Increased  Productivity^ 

The  Home  Depot  uses  the  INFORMIX-4GL  Product  Family  to  develop 
applications  including  inventory,  labor  management,  and  other  customer  service- 
driven  applications.  Home  Depot  expects  the  applications  will  be  used  by  up  to 
4,000  system  users. That  number  should  grow  in  line  with  the  company's  projected 
new  store  opening  rate  of  25  percent  per  year. 

The  Home  Depot  and  thousands  ot  other  companies  have  called  on  us  for 
12  years  to  successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we're  the  experts.  ^_ 

Call1-800.688-IPMX.  INFORMIX" 

THE  UNIX  DATABASE  EXPERTS. 


C'  W2  Inl.imiu  Vihw  jff  Irn,  Inlormm  li  a  registered  iradcm.irk  L.t  Infuriniv  St>liwjre,  Int 

AilorhtT  njmi-sindicarcd  bv  "  c.r  "  jre  rejiisiered  trjdemarks  ui  tr.idi-mjikv  mI  tbcir  te\[ict-iive  mjnutatiuret 


"Compustat  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12,000  U.S.  companies.  Add  word-for-word  annual 
reports,  lOK's,  lOQ's  and  proxies  for  New  York  and  American  Stock  Exchange 
companies.  Combine  with  software  for  comprehensive  financial  ainalyses. 
Now,  place  it  all  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


=>ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Planning" 


THE  FAMILY  FORTUNE: 
'CAN  WE  TALK?' 


B 


lessee!  are  the  bal)y 
l")()mers,  for  they  shall 
inherit— about  $6  tril- 
lion. Thanks  to  the  robust 
economy  of  the  '50s  and  '60s, 
Kenei'ous  entitlement  pro- 
}<rams,  and  their  own  frugal- 
ity, the  Clinton  ^generation's 
parents  are  the  wealthiest 
Americans  evei'.  Over  the 
next  25  years,  their  i)ooty  will 
pass  down  in  a  wealth  trans- 
fer of  unpi'ecedented  size. 

Is  the  Big  Chill  crowd 
ready  for  it?  Even  a  modest 
inheritance  requires  tax  and 
legal  planning  and  raises  emo- 
tional issues  for  a  family. 
When  parents  have  sul)stan- 
tial  assets,  the  failure  to  ad- 
dress these  concerns  can 
mean  the  difference  between 
a  loving  legacy  that  provides 
veai's  of  financial  security  and 


a  nightmare  of  .self-perpetu- 
ating proi)lems. 

Estate-planning  exjjerts  say 
heirs  commonly  make  two  l)ig 
mistakes:  First,  out  of  fear  of 
offending  their  parents,  they 
remain  too  passive  al^out  the 
inheritance  process  or  don't 
get  involved  at  all.  That  sets 
the  stage  for  trouble  latei-  on, 
from  sciual)bles  with  siblings 
to  unexi)ected  liurdens  such 
as  ])ension  disti'il)utions.  "I^ 
can  think  of  a  lot  of  people 
who  wish  they  had  talked 
about  it,"  says  Ross  Nagei-, 
executive  directoi'  of  the  Ar- 
thur Andersen  Center  for 
Family  Business  in  Houston. 
Ideally,  parents  should  l)ring 
up  the  sui)ject.  If  they  don't, 
Nager  suggests  children  start 
by  saying:  "I  hope  you  won't 
misinterpret  this.  My  sil)lings 


and  I  want  to  understand 
your  intentions  with  respect 
to  your  estate." 

The  second  mistake  is  act- 
ing too  quickly  right  after  an 
inheritance.  When  heirs  re- 
ceive a  windfall,  says  Nager, 
"all  of  a  sudden,  they're  l)e- 
sieged  by  money  managers, 
peo[)le  selling  the  Brooklyn 
Bridge,  the  works."  Instead 
of  making  a  fast,  irrevocable 
decision  about  how  to  invest, 
put  the  money  in  something 
.safe  and  liciuid— even  a  low- 
paying  money  market  ac- 
count—until you  have  formed 
a  long-term  game  plan. 
BE  PREPARED.  Better  still  is  to 
have  one  in  place  long  befoi'e 
the  will  is  read.  The  tax  con- 
sequences of  poor  planning 
can  be  enormous.  Anything 
over  $600,000  left  in  a  par- 


ent's estate— $1.2  millic 
a  couple  filing  jointly— i, 
ject  to  fedei-al,  state,  anc 
taxes  that  can  add  up 
rate  as  high  as  66%. 
some  foresight,  a  famil 
reduce  the  Internal  Re 
iService's  cut  quite  a  bit 
way  is  for  parents  to 
regular  gifts  during  the 
time.  A  couple  may  give 
$20,000  a  year  to  each 
tax-free,  to  bring  their 
down  to  the  $1.2  millic 
emption  level,  providecP 
make  the  gifts  at  least :h: 
years  l)efore  they  die. 

Even  if  parents  havei 
more  to  give  away,  li  i 
gifts  can  be  smartei-  tin 
quests,    because  L'iti 
taxed  differently.  Sa\  :i 
has  $1.5  million 
above  their  $1.2  miliioiu: 
 H 
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X  exemption.  If  they 
it  in  their  will,  their 
/ill  get  about  half  of  it, 
he  IRS  gets  the  other 
lOO.  But  if  the  parents 
-he  $1  million  outright, 
,  owe  only  $500,000  in 
xes.  So  the  children  re- 
$250,000  that  the  gov- 
;nt  would  have  gotten 
:he  parents'  death. 
)ther  way  to  shelter 
"om  estate  tax  is  to  fim- 
)me  to  grandchildren, 
grandparent  can  give 
as  much  as  $1  million 
ut  paying  generation- 
ng  tax,  which  is  like  es- 
tax  plus  income  tax. 
can  also  give  grandchil- 
■or  other  beneficiaries- 
ted  amounts  for  educa- 
or  medical  expenses, 
ee.  The  only  require- 
Payments  must  be 
directly  to  the  school  or 
ler.  If  you  have  children 
y  in  college,  this  can  be 
tractive  option  for  you 
)ur  parents.  Alternative- 
ir  parents  can  structure 
;t  for  your  kids'  future 
Titing  the  terms  so  that 
ave  access  to  income  if 
sed  it. 

MENTAL  VALUE.  For  as 

:hat  have  appreciated 
y  in  value,  such  as  real 
,  securities,  or  art,  you 
actly  the  opposite  as 
^ash:  Get  your  parents 
ive  it  in  their  estate 
'  than  selling  and  be- 
ling  you  the  proceeds. 

because  such  property 
led  at  the  time  of  death, 
irs  avoid  capital-gains 
)f  course,  appreciated 
•ty  gets  counted  toward 
ansfer-tax  exemption.  A 

a  few  good  paintings, 
stock  portfolio  can  easi- 

up  to  the  $600,000  per- 
1  allowance. 

en  assets  have  senti- 
1  as  well  as  monetary 
such  as  a  second  home 
served  as  the  family 
er  retreat,  emotional 
ons  come  up  as  well  as 
al  ones.  Children  should 
irents  frankly  whether 
;  they  want  to  inherit 
irest,  particularly  if  sev- 
blings  are  geographical- 
Xered  or  have  different 
standards.  "Splitting 
thing  equally  isn't  al- 


ways the  most  attractive  way 
to  do  things,"  says  Nager. 
Weigh,  for  instance,  the  bene- 
fits of  inheriting  any  property 
whose  upkeep  will  be  expen- 
sive, especially  if  it  doesn't 
earn  income. 

Legal  difficulties  need  to  be 


You  SHOULD  HAVE 
A  GAME  PLAN 
LONG  BEFORE 
THE  WILL  IS  READ 


anticipated,  too.  Steven  Wohl, 
a  partner  at  law  firm  Green- 
field, Eisenberg,  Stein  &  Sen- 
ior in  New  York,  says  that  in 
a  harmonious  family,  the  best 
protection  against  future  dis- 
putes is  open  discussion  be- 
tween generations— 
about  every  type  of 
inheritance.  "People 
fight  over  garden 
equipment  more  than 
they  do  over  the  big 
bucks,"  he  says.  The 
more  specifically  a 
will  is  written,  includ- 
ing who  should  get 
Grandpa  Harry's  an- 
tique clock,  the  less 
room  there  will  be  for 
rancor. 

In  a  family  where 
some  members  don't 
get  along,  Wohl  says 
heirs  can  take  defen- 
sive action.  There  are 
only  three  grounds 
for  contesting  a  will: 
You  can  invalidate  the 
document  by  proving 
that  someone  exerted 
undue  influence  over 
the  writer,  that  the 
writer  was  mentally 
incompetent  at  the 
time  of  signing,  or 
that  the  document  it- 
self is  improperly  drafted.  If 
you  have  reason  to  think 
there  may  be  future  conflicts 
over  disposal  of  property, 
keep  records  of  family  visits, 
phone  calls,  and  medical  con- 
sultations so  you'll  have  evi- 
dence should  you  find  your- 
self either  challenging  or 
being  challenged  in  an  estate 
case. 


Charity  usually  plays  a  role 
in  estate  planning,  especially 
among  the  rich,  and  here,  too, 
heirs  should  pinpoint  their 
goals.  In  some  cases,  dona- 
tions to  a  particular  founda- 
tion or  school  may  have  been 
a  family  tradition.  In  others, 
heirs  need  to  decide  how 
much  of  their  wealth  they 
would  like  to  share,  and  with 
whom.  The  Impact  Project,  a 
nonprofit  organization  in  Ar- 
lington, Mass.,  helps  inheri- 
tance recipients  with  such  de- 
cisions, as  well  as  counseling 
them  on  how  the  new  money 
fits  into  their  lives.  "We  com- 
bine financial  planning  with 
advising  people  who  want  to 
see  their  money  make  the 
world  a  better  place,"  says  co- 
founder  Christopher  Mogil. 
Even  heirs  to  modest  be- 
quests, he  says,  come  for 
guidance  on  how  the  extra 
wealth  can  do  some  good. 


It's  also  unwise  to  lapse 
into  fiscal  irresponsibility  be- 
fore your  parents  die,  simply 
because  you're  counting  on  a 
windfall  to  bail  you  out.  What 
sounds  like  a  big  inheritance 
can  vanish  quickly— whether 
in  a  stock-market  plunge  or 
in  medical  bills.  To  neglect 
your  own  retirement  saving 
or  assume  that  your  parents' 
money  will  educate  your  chil- 
dren is  akin  to  placing  an 
enormous  bet. 

On  the  surface,  inheriting 
money  may  seem  a  100%  good 
thing.  But  horror  stories 
abound  to  underscore  the  im- 
portance of  doing  things  right. 
Rick  Taylor,  a  partner  at 
KPMG  Peat  Marwick  in  Wash- 
ington, D.  C,  cites  the  mis- 
ery of  a  client  who  inherited 
the  family's  lucrative  lumber 
company.  In  time,  he  sold  the 
business  and  wanted  to  de- 
velop its  land.  Turns  out  the 


TIPS  FOR  FUTURE  HEIRS 


►  If  your  parents  have  not  broached  the  subject  them- 
selves, tactfully  ask  them  to  get  you  involved  in  their  es- 
tate planning.  Talk  to  your  siblings,  too 

►  Don't  abandon  your  current  program  of  saving  and  in- 
vesting because  you're  counting  on  a  windfall  later 

►  Get  to  know  the  family  lawyer,  accountant,  and  money 
manager.  Will  you  be  comfortable  working  with  your  par- 
ents' advisers? 

►  Be  sure  your  parents  understand  the  benefits  of  mak- 
ing cash  gifts  during  their  lifetime:  Each  parent  can  give 
up  to  $10,000  a  year  per  child  tax-lree 

►  If  you  have  children,  consider  putting  part  of  your  in- 
heritance in  trust  as  a  safeguard  for  their  future 

DATA:  BUSINESSWEEK 


Just  figuring  out  whether 
you  can  afford  to  change  your 
lifestyle  after  an  inheritance  is 
a  serious  matter.  Many  recent 
heirs  buy  a  bigger  house  or 
take  a  trip  around  the  world 
because  they  feel  their  money 
woiTies  are  over.  In  fact,  they 
may  not  have  the  long-term 
income  stream  to  support  a 
higher  living  standard. 


parents  had  used  a  chemical 
for  weatherproofing  wocjd  that 
turned  the  land  into  a  Super- 
fund  site.  The  resulting  liabil- 
ities will  wipe  out  his  inheri- 
tance—plus every  other  asset 
within  reach.  The  moral: 
Learn  all  you  can  about  your 
good  fortune,  so  your  parents' 
generosity  doesn't  backfire 
later  on.  Joan  Warner 
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Travel 


HOW  TO  MAKE 
A  QUICK 
GETAWAY 


Say  you  unexpectedly 
get  some  time  off,  or 
you've  been  too  busy  to 
make  vacation  plans.  A  travel 
agency  or  club  that  makes 
last-minute  bookings  may 
have  just  the  ticket. 

Most  such  groups  market 
vacation  packages  assembled 
by  airlines,  cruise  lines,  or 
tour  companies.  But  when 
these  don't  sell,  the  packag- 
ers drop  the  price  and  offer 
them  via  discount  travel  agen- 
cies. They  range  from  basic 
air  and  hotel  to  a  Club  Med- 
style  trip  covering  food,  diink, 
entertainment,  and  sports. 
NO  DIVES.  Last  Minute  Travel 
Club  in  Boston  whisks  people 
from  frigid  winters  in  New 
England  and  Chicago  to  the 
sultry  beaches  of  California, 
Florida,  or  the  Caribbean  for 
as  much  as  60%  off  full  price. 
"You  can  leave  any  night  of 
the  week  and  be  anywhere  in 
the  Caribbean  for  about  $269 


for  three  nights,"  says 
spokesman  Greg  Davis. 

But  at  those  prices, 
you  can't  always  get 
what  you  want.  "You 
sometimes  give  up  the 
choice  of  where  to  go," 
says  Davis,  "but  many 
islands  are  similar,  and 
we  can  get  you  to  one 
of  them  for  a  great 
price."  Try  four  nights 
in  Aruba  for  $487-air- 
fare  included.  Don't  ex- 
pect a  romantic  guest 
house  on  the  beach. 
Most  packages  book 
you  into  big  American- 
style  resorts.  But  you 
won't  wind  up  in  a  dive 
either,  says  Davis. 

Moment's  Notice  in 
New  York  also  sells 
packages,  but  you  pay 
$45  a  year  per  family 
to  join.  Like  most  last- 
minute  clubs.  Moment's 
Notice  has  a  24-hour 
hotline  that  reels  off 
the  latest  deals.  A  re- 
cent sample:  Airfare 
and  seven  nights  in  a  first- 
class  hotel  on  the  beach  in  St. 
Martin  for  $599  a  person. 
"That  package  retails  for  $999 
to  $1,239,"  says  Vice-President 
Naomi  Kabak. 

How  close  to  the  wire  can 


Eleventh 
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you  leave?  Most  people  book 
a  week  to  10  days  before  de- 
parture. Another  small  bulge 
comes  three  days  ahead  of 
time,  though  fares  are  usually 
set  by  then,  says  Kabak.  But 
she  recently  booked  a  client's 


trip  to  Mexico  witl 
12  hours'  notice.  > 
Last-minute  n 
at  least  30  da; 
advance  at  Vac; 
To  Go  in  Hoi 
which  specialLi 
worldwide  ( 
discounts.  C 
rates  usei 
keep  droppi 
the  sail  dat 
proached.  Tl 
not  true  any 
says  Henry  ( 
the  travel  pn 
manager.  "C 
lines  start  m 
ing  their  lowe 
counts   45  t 
days  before  tl 
date,"  he  says 
cruise  contrac 
blocks  of  airline 
expire  if  they'r 
filled  30  days  1 
the  sailing,  so  it 
visable  to  book 
that. 

If  you  like  to 
ble,  buy  the  1 
fare.  You  could  score  a 
class  berth— or  a  close 
the  galley.  Generally, 
find  out  a  week  befoi 
sail.  Feai"  not,  says  Gar2 
can  always  upgrade 
fee.  Pom 


With  today's  3%-to-7% 
rates  on  money  mar- 
ket and  government  bond 
mutual  funds,  the  bite  of  ex- 
penses hurts.  Mindful  of  how 
extra  costs  depress  yields. 
The  Vanguard  Group  is  of- 
fering four  no-load  fimds  that 
cut  expenses  to  the  bone. 
The  only  catch  with  these 
Admiral  funds:  You  have  to 
invest  at  least  $50,000.  Still, 
says  Don  PhilHps,  publisher 
of  Moniingstar  Mutual  Funds, 
"they  are  a  very  good  deal." 

Admiral's  expense  ra- 
tio, which  covers  money- 
management  fees  and  oth- 
er costs,  is  a  mere  0.15% 
of  net-  assets.  That  com- 
pares with  a  0.53%  aver- 
age for  U.  S  Ti'easury 
money-market  funds  and 
0.93%  for  U.  S.  Ti-easury 
bond  funds,  says  Lipper 
Analytical  Services. 

That  can  add  up  to  a 
big  difference,  even  on 


Smart  Money 

VANGUARD:  CUTTING  EXPENSES, 
BOOSTING  RETURNS 


the  funds  with  relatively  low 
expense  ratios.  For  example, 
if  you  invested  $50,000  in  the 
Vanguard  Admiral  U.  S. 
Ti-easury  Money  Market 
Portfolio,  you  would  pay  only 
$100  in  expenses,  compared 
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LOW-COST  FUNDS 


Vanguard 
Admlrol 

Fidelity 
Sporton' 

Dreylus 
Basic 

MINIMUM 

INITIAL 

INVESTMENT 

SSO^OOO 

S10,000- 
20,000 

$25,000 

SUBSEQUENT 
MINIMUM 

S100 

$1000 

$1000 

EXPENSE 
RATIO 

0.15% 

0.45%- 
0.65% 

0.45%" 

*0n  most  money  niorl<et  ond  government  bond  funds 
"0%  until  Feb.  28 

DATA;  VANGUARD,  FIDELITY,  DREYFUS 


with  $450  in  a  comparable 
Fidelity  Spartan  fund.  That 
assumes  a  5%  annual  rate  of 
return  and  a  full  redemption 
after  one  year.  Of  course,  the 
Spartan  fund  requires  only  a 
$20,000  minimum. 

The  lower  expenses 
help  boost  the  return. 
The  Admiral  fund's  sev- 
en-day yield  was  2.98% 
on  Feb.  10,  while  the 
Spartan  fund's  was  2.78%. 

Vanguard  introduced 
the  Admiral  funds  last 
November  in  response  to 
competition  among  low- 
cost  fund  providers.  Fi- 
delity has  put  a  lot  of 
marketing  muscle  behind 


its  four-year-old  Sp 
funds,  most  of  which 
expense  ratios  ranging 
0.45%  to  0.65%  of  net  a 
Dreyfus,  which  launche 
Basic  fimds  last  May,  is 
ing  fees  until  Feb.  28 
possibly  longer.  When  it 
stitutes  fees,  Dreyfuj 
limit  the  ratio  to  0.45% 

FREE   CHECKING.  Adn 

0.15%  fee  is  permanen 
applies  to  a  U.  S.  Tre 
money-market  fund 
to  short-term,  interme 
term,  and  long-term 
Treasury  bond  funds. 

How  does  Vanguard 
Since  the  firm  doesn't 
the  expense  associated 
servicing  small  accour 
can  keep  its  costs  at 
bottom.  "Vanguard  is 
ing  to  share  considf 
more  of  the  potential  j 
with  customers,"  says 
lips.  Not  a  bad  conce; 
yield  hunters.  Leah 


PERSONA 


We  don't  know  wiiere 
onovative  technology  will  end. 
But  we  do  know 
A^viiere  the  center  is. 


low  tliat  tlie  Cold  Wai-  is  over,  what 
ve  do  witli  oiir  Star  Wars  technoloisy? 
'S  any  of  it  iiave  commercial 
licatioii?  Can  we  use  it  to  create 
:  centui7  products  that  companies 
yours  can  sell? 

lie  answers  ai'e  now  being  explored 
eorge  Mason  University  under 
auspices  of  tlie  Virginia  Center  for 
3vative  Technolog}'.  Both  of  which 


are  located  in  Fairfax  County. 

The  CIT  has  a  remarkable  record  of 
using  university^  research  to  develop 
new  products  and  seiTices.  More  tlian 
550  Virginia  businesses  have  benefited 
so  far.  ^urs  could  be  next. 

For  more  information,  simply  call  or 
clip  the  coupon. 

For  more  innovation,  move  your 
business  to  Fairfax  Count)'. 


IHeasc  M'tid  fuf  niotr  if{l<irnuiti(in  on  Iticulin^  nty 
/>H.s///(',^,s  ///  l''uirl(U'  (jniiily. 


Name  

Title   

(.'oinpaiiy  , 
lddress_ 

City  

Zip  


State 


Phone 


Fairt'cLV  (jtunty  Ectminuu-  Deeelopmcnt  luthohty 
S)Ob  Boone  tSoultvimt,  Suite  4iO,  I  iennu,  I  irfdnm  22182 
Telephone  7(l}-7VII-omi.  h'iur  70)  liV)  l2h9  i,ub 
I  I 


airfax  County,  Virginia.  The  21st  Century  Is  Here. 


ersonal  Business 


Outdoors 


SKYDIVING: 
TAKING 
THE  PLUNGE 

I'm  Peter  Pan.  I'm  flying. \ 
The  horizon  spreads  out\ 
all  around.  The  earth,  tw 
miles  below,  is  a  jumble  <i 
browns  and  gi'eens.  There's  a 
roar  in  my  ears— I'm  dropping 
at  120  mph,  face  down,  arms 
and  legs  spread.  Rushing  air 
presses  the  goggles  into  my 
face.  This  is  some  fun. 

New  technology  and  train- 
ing techniques  have  moved 
parachuting  from  the  take-a- 
chance  column  to  something 
approaching,  say,  driving  on 
the  interstate.  Best  of  all,  it's 
no  longer  necessary  to  go 
through  a  laborious  series  of 
static  line  jumps  at  lower  alti- 
tudes to  build  up  to  the  main 
event— the  free-fall. 

Now,  on  the  same  day,  af- 
ter six  hours  of  classroom 
training,  you  can  be  ready  to 
skydive.  For  45  seconds,  you 
swoop  birdlike  towai'd 
the  earth,  limbs 
buoyed    by  the 
onrushing  air. 
There  is  none  of 


PICKING  A 
PARACHUTE  CENTER 

►  Call  the  U.S.  Parachute  Assn.        »  ^ 
(703  836-3495)  for  a  list  of  members  ^ 
who  adhere  to  the  new  safety  guidelines  ' 

►  Once  you  get  a  name,  visit  the  drop 
zone  before  you  sign  up.  Check  the 
location  of  power  lines,  trees,  ponds, 
and  other  hazards 

►  Ask  about  pilot  qualifications  and 
plane  maintenance  schedules:  Taking 
off  in  a  small  plane  is  by  far  the  most 
dangerous  part  of  the  adventure 

►  Be  sure  the  chutes  have  automatic 
activation  devices.  Are  instructors  in 
radio  contact  with  students  in  the  air? 

DW:  BUSINESS  WEEK 


the  gut-churning  sensation  of 
a  fast  elevator  ride.  Instead, 
it's  pure  exhilaration. 

At  4,200  feet,  after  falling 
more  than  VA  miles,  it's  time 
to  pull  the  ripcord.  The  altim- 
eter on  your  chest  tells  vou 


this.  And  if 
you're  busy  gawking— as  I 
was— your  instructor,  who  has 
been  holding  on  to  your  leg 
strap  all  the  while,  pulls  the 
cord  for  you.  Above  your 
head,  a  rectan.gular,  rip-stop 
nylon  parachute  called  a  ram- 
air  canopy  pops  open.  Air 
enters   tubes   on  the 
leading  edge,  giving  you 
a  gentle  descent  and  an 
air  speed  of  20  mph. 
You  guide  it  back 
to  the  drop  zone  by 
pulling  on  two  lines 
attached  to  the  can- 
opy. The  thing  can 
turn  on  a  dime— and 
can  steer  you  away 
from  power  lines, 
roads,  trees,  or  wa- 
ter hazards.  Near 
the    ground,  you 
merely  turn  into  the 
wind     to  reduce 
speed— and  pull  the 
lines  to  slow  your 
descent.  It's  not  un- 
common for  begin- 
ners to  land  stand- 
ing up,  just  where 
they   intended.  In 
case  you  get  your 
right  and  left  mixed  up  or 
seem   headed   for  Europe, 
some  schools  use  one-way  ra- 
dios to  give  steering  instruc- 
tions from  a  ground-spotter. 

Why  do  folks  take  up  the 
sport?  'A  lot  of  people  are- 


looking  to  mai'k 
some  sort  of  passage  in  their 
life,"  says  Cindy  Gibson  of  the 
Skydiving  Center  in  Califor- 
nia, Md.  "They  are  getting 
married  or  divorced  or  mov- 
ing to  the  area  or  starting  a 
new  job,  and  they  come  out 
and  say,  'This  is  something  I 
always  wanted  to  try.'  " 
'ANTI-BOZO  DEVICE.'  How  safe 
is  all  this,  really?  Very  safe. 
The  U.  S.  Parachute  Assn. 
says  125,000  sky  divers  made 
2.25  million  jumps  in  1991.  Of 
tho.se,  nearly  100,000  were 
first-timers.  Typically,  there 
are  one  or  two  deaths  of 
first-timers,  caused  by  faulty 
chutes  and  panic,  making  the 
odds  of  dying  about  1  in 
50,000.  For  experienced  jump- 
ers, the  odds  are  1.2  in 
100,000  jumps,  safer  than 
hang-gliding. 

Good  instructors  and  equip- 
ment can  improve  the  odds. 
The  Skydiving  Center,  where 
I  jumped,  repoits  no  fatalities 
and  only  five  fractures  in 
three  years  and  about  25,000 
jumps.  (With  the  old,  round, 
unsteerable  parachutes,  injury 
rates  were  far  higher.)  Other 
safety  factors:  Student  para- 
chutes can  be  outfitted  with 
an  "anti-Bozo  device,"  which 
automatically  deploys  the  re- 
serve chute  if  the  main  chute 
isn't  opened  by  a  certain  alti- 
tude. The  U.  S.  Parachute 
Assn.,  which  has  helped  de- 
velop an  "accelerated  free-fall" 


program,  requires  fai' 
mechanisms  for  member 
Traditionalists  can 
jump  using  a  static  lir 
tached  to  the  airplane, 
pulls  the  parachute  fro 
bag  immediately.  Or  yo 
jump  in  tandem— buckl 
the  instructor,  who  pull 
ripcord  on  one  big  para 
and  steers  you  both 
You'll  pay  $290  for  a  firs 
free-fall  and  training 
$195  for  a  tandem  jump 
less  for  a  static-line 
This  one  requires  less  tr 
on  your  part.  But  then, 
miss  the  thrill  of  fre 
which  is  what  skydiving 
about.  Paul  Magr. 


Worth  Noting 

■  RUSSIA  BY  RAIL.  Beg^ 
on  Apr.   1,  you  can 
through  Russia  and  othi 
mer  Soviet  .states  with 
ipass,   marketed  in 
America  by  the  Eura 
folks.  Tickets  are  go( 
any  4  days  out  of  15  ii 
class  ($298)  or  second 
Call  800  848-RAIL. 

■  LOOK  IT  UP.  The  noi 
American  In.stitute  foi 
nomic  Research  has  re 
a  new  publication.  How 
vest  Wisely.  The  $6  b 
covers  topics  from  s;? 
programs  to  foreign  cT 
cies.  Contact  AIER,  Gre;  1 
rington,  Mass.  01230. 
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"In  a  business  where  little 
lasts  more  than  a  day,  one  thing  has 
remained  fresh  for  over  60  years." 

Tom  &  Dan  Chan. 
GenentI  Produce  Company 


"It  was  all  the  money  in  the  world,  and 
he  had  lost  it.  Despite  his  hard  work,  our 
grandfather  saw  the  Great  Depression 
take  his  first  company  and  life  savings 
along  with  it. 

Yet  he  didn't  give 
up  on  owning  his  own 


COMMERCIAL  BANKING 


business.  And  his  banker  didn't  give  up 
on  him.  In  1933,  he  started  General 
Produce  with  a  lot  of  courage  and  a  loan 
from  Bank  of  America. 

Today  our  company  moves  300  tons 
of  produce  a  day,  give  or  take  a  ton, 
and  is  one  of  the  largest  distributors 
in  Northern  California. 


As  our  financial  needs  have  grown, 
so,  too,  have  the  bank's  services.  But 
it's  what  hasn't  changed  that  keeps 
our  family  business  at  BofA:  the 
integrity,  dedication 
and  loyalty  of  its 
people.  For  over  half- 


a-century,  they've  always  been  there 
for  us.  And  that's  kept  our  relationship 
fresh  as  it  was  in  our  grandfather's 
day.  Loyalty  is  something  that  doesn't 
fade  with  age." 

Banking  on  America 


Bank  of  America 


BankAmerica  Corp.  NT&SA.  Member  FDIC, 


How  DOES  IT  FEEL  TO  GOLF  ON  LUSH  FAIRWAYS 


BESIDE  TOWERING  DESERT  FOOTHILLS. 


Or  polish  your  serve 


WHERE  TENNIS  CHAMPIONS  PLA^ 


It  feels  like  Hyatt® 


(iex  to  Companies 

dex  gives  the  starting  page  for  a  story  or  fea- 
ith  a  significant  reference  to  o  company.  Most 

s  ore  indexed  under  their  own  names. 

^  listed  only  in  tables  are  not  Included. 


Daimler  Benz  52 
Datoquest  82 
Deloitte  &  Touche  76 
Delta  Airlines  30 
Deutsche  Bank  52 
Digital  Equipment  86 

Discovery 
Communications  30 

Dow  Corning  46 

Dreyfus  108 

Dun  &  Brodstreet  22,  27 

Du  Pont  40,  95 


Electricite  de  France  40 

Electromation  35 

Eli  Lilly  92 

Encyclopaedia 
Britannica  88 

ENEL  50 

ENI  50 

Ernst  &  Young  76 

F 


Ladenburg  Thalmann  68 
Last  Minute  Travel 
Club  108 

Lehman  Brothers  40 
L.H.  Friend,  Weinress  & 
Frankson  80 

Link  Resources  88 

Lipper  Analytical 

Services  108 
Logitech  82 
Lotus  Development  82 
Lufthansa  52 
Lynch,  Jones  &  Ryan  27 
M 


Pizzo  Hut  Worldwide  59 
Ponderosa  68 
Pratt  &  Whitney  60 
Price  Woterhouse  33,  34 
Procter  &  Gomble  88 
Prudential  Insurance  46,  80 


Ferruzzi  50 
Fiat  50 

Fidelity  Spartan  108 
Ford  30,  35,  40 
Franco  Tosi  50 
Frito  Lay  59 

G 


GE  14,42,60 

Genentech  92 
Gilead  Sciences  92 
Gillette  82 
GM  42,60 
Goldman  Sachs  77 
Goodyear  46 
GPA  Group  60 

H 


Haogen-Dozs  59 
Harbour  Assoociates  35 
Hewlett-Packard  14 
HSH  Assoociates  27 

IBM  40,52,60,82,86 

Integral  Capital 
Portners  82 

Intel  7,  82,  86 
Interplex  Industries  95 
Intuit  82,  88 
Isis  92 


Martin  Marietta  30 

McCow  Cellular 
Communications  36 

McDonald's  58,59 

McDonnell  Douglas  60 

McGraw-Hill  28 

MCI  68 

McKinsey  14 

Medstol  Systems  80 

Merck  92 
Merrill  Lynch  30 
Metromedia  68 
Micrografx  82 
Microsoft  82,  86,  88 
MIPS  Computer 

Systems  86 
Mitsubishi  Group  56 
Mitsui  Marine  56 
MMS  International  28 
MobiLink  36 
Moment's  Notice  108 
Montedison  50 
Motorola  14 
Mrs.  Fields  46 


Reebok  46 
Resurgens 

Communications  68 
Robertson  Stephens  88 
Rolls  Royce  60 
Ross  Operating  'Valve  7 
Rothschild  Asset 
Management  80 

s 

Saotchi  &  Saotchi  46 

Sanford  C.  Bernstein  82 

Sears  60 

Seidler  Amdec  68 

Selectide  92 

Shomom 

Phormacuticals  93 
Silicon  Grophics  86 
Skydiving  Center  110 
SmithKline  Beecham  92 
Southern  Co.  30 
Southwestern  Bell  36 
Sprint  68 

Sun  Microsystems  82,  86 
Supercomputers 

international  40 
Syntex  92 


Tokeda  92 

Technomic  68 

Tehamo  County  Bank  76 

Texas  Instruments  95 

The  'Vanguard  Group  108 

3M  14 

Tiso  42 

Tokio  Marine  &  Fire 

Insurance  56 
Toyoto  56,  60 


Nationol  Steel  35 
NBC  42 
NEC  40,60 
Nexoger  92 
NeXT  82,86 
Nike  46 
Nippon  Steel  60 
Northrop  60 
Novell  82 


Japan  Airlines  60 
J-  Lyons  Fund 
Manogement  77 


Orion  Pictures  68 
P 


Pacific  Telesis  36 
Porks  Sausage  72 
Pentlond  Group  46 
Pepperidge  Farm  59 
Phage  92 
Pier  1  Imports  30 


UAL  60 

United  Airlines  60 
United  Technologies  95 
UPS  60 
U.S.  West  36 

V 

Vacations  To  Go  108 
Vority  80 
Vertex  92 
Viacom  68 
Vought  60 

w 

Waldenbooks  44 
Warner  Hardcover 

Books  44 
Wendy's  59 

Wheat  First  Securities  68 
Wheels  Internotionol  80 
Wild  Oats  Market  44 


The 
Time 
Has 
Come...' 

...to  send  for  the  latest 
copy  of  the  free 
Consumer  Information 
Catalog. 

It  lists  more  than 
200  free  or  low-cost 
government  publications 
on  topics  like  money, 
food,  jobs,  children,  cars, 
health,  and  federal 
benefits. 

Don't  waste  another 
minute,  send  today  for 
the  latest  free  Catalog 
and  a  free  sample 
booklet.  Send  your 
name  and  address  to: 

Consumer 
Information  Center 
Department  TH 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
u  .b  General  Services  Administration 
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With  a  Polaroid  35mm  Slide  Printer,  you'll  never  have  to  use  an  outside  slide  service  again.  By  sending  imait 
directly  from  your  computer  to  slide  film,  you  can  create  slides  at  your  desk  in  just  a  few  minutes.  And  you  can  even  m 
last  minute  changes  without  the  usual  exorbitant  rush  charges.  For  a  free  interactive  demo  diskette  on  our  awe 
winning  color  film  recorder  technology,  call  ||^j<m^^|g|^gjC^^^^^^^^3W  'Agj^  api|s  ana  >|03LjO  oa  q.aBjo^  3,uop  'Ljn  ' 


With  the  Polaroid  35mm  Slide  Printer,  you  can  go  from  Windows,  "JOS  or  Macintosh  graphics  to  slide  film  in  minute 


Polaroid 


BN31E 


vestment  Figures  of  the  Wee 


INTARY 

ting  for  the  details  of  Presi- 
ifon's  economic  plans, 
irlcet  investors  headed  for 
•.  On  Feb.  1 6,  the  day  af- 
on  told  the  nation  he 
aise  taxes,  the  Dow  Jones 
lis  plunged  83  points— the 
ut  in  15  months.  In  all,  the 
t  2.9%  for  the  week.  Small- 
i  were  hurt  even  worse. 
Midcap  Index  dropped 
le  Russell  2000,  4.4%  But 
yers  liked  what  they  heard 
nton:  Long-term  interest 
spped  to  7. 1  %. 


STOCKS 

Feb        Aug.       Feb     Feb.  1 117 


BONDS 

Feb       Aug.       Feb.    Feb.  1117 


52-week  chang 
+6.1  % 


1 -week  change 
-2.9% 


52-week  chani 
+8.1% 


1  -week  change 
+  1.0% 


THE  DOLLAR 

Feb       Aug.       Feb.    Feb.  10-17 


52-weel<  change 
+  3.6% 


1-week  change 
-1.1% 


tKET  ANALYSIS 


OCKS 

LotesI 

%  ihonge 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Yeor  ago 

NES  INDUSTRIALS 
COMPANIES  (S&P  MidCap  Index) 
OMPANIES  (Russell  2000) 
PANIES  (Russell  3000) 

3312  2 
156.3 
218  6 
2474 

-2.9 
-4.8 
-4.4 

-3.3 

2.5 
4.2 
4.9 

6.5 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  SOO  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

2.97% 
7. 1 0% 
2.85% 
22.1 

2.99% 
7.25% 
2.78% 
21.9 

3.95% 
7.92% 
2,99% 
24,7 

»N  STOCKS 

latest 

%  ihonge  (lotol  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ogo 

Reading 

week 

S  2-week 

S&P  500  26-week  moving  overage 
Stocks  obove  26-week  moving  average 
Speculative  sentiment;  Put/coll  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

426.3 
69.5% 
0.50 
3.96 

425  5 
74.7% 
0.37 
4.03 

Positive 
Neutral 
Positive 
Negative 

(FINANCIAL  TIMES  100)             2814  0 
NIKKEIINOEX)                      17,009  6 
0  (TSE  COMPOSITE)                   3417  7 

-0.1 
-0.5 

-0.7 

10.9 
-17.5 

-3.5 

USTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC, 

WEEK  LEADERS 

%  chonge 
4-week  52-week 

Strongest  stoik  in  group 

%  change 
4-week  52-week 

Priie 

MINING 

18.3 

-1.0 

ECHO  BAY  MINES 

33.3 

-26.7 

5  '/2 

ND  GAS  DRILLING 

10.8 

15.9 

ROWAN 

15.1 

15.1 

7% 

NEERING  AND  CONSTRUCTION 

79 

-4.4 

FLUOR 

8.4 

-3.8 

43  3/4 

XPLORATION  AND  PRODUCTION 

7,8 

-12.9 

ORYX  ENERGY 

10.7 

-18.0 

19  Ve 

RAL  GAS  DISTRIBUTION 

7.2 

27  3 

ENRON 

14.9 

64.1 

53  '/e 

WEEK  LAGGARDS 

%  ihonge 
4-week  52-week 

Weakest  stoik  In  group 

% 

4-week 

ihonge 

52-week 

Priie 

m  CARE  SERVICES 

-24.3 

-16.9 

ALZA 

-27.6 

-23.6 

32 

-16.0 

1.1 

MAHEL 

-20.7 

-8.8 

21  Vs 

s 

-10.2 

-3.5 

NIKE 

-13.6 

-2.0 

73 

CONDUCTORS 

-10.0 

41.2 

MOTOROLA 

-14.3 

29.9 

52  % 

NES 

-9,3 

-20.1 

AMR 

-1  1.6 

-17.9 

60  % 

UAL  FUNDS 


ts 

•V  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

GTON  STRATEGIC  INVESTMENTS 
D  SERVICES  GOLD  SHARES 
SPRISE  PRECIOUS  METALS 

28.8 
18.3 
16.5 

OPPENHEIMER  GLOBAL  BIO-TECH 
FIDELITY  SELECT  BIOTECHNOLOGY 
SHEARSON  SMALL  CAPITALIZATION  A 

-8.8 
-7.6 
-6.6 

total  return 

% 

52-week  total  return 

% 

ITY  SELECT  SAVINGS  &  LOAN             46  5 
HANCOCK  FREEDOM  REGIONAL  BANK  B  46  4 
lARK                                      44  2 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
MONITREND  GOLD 

-46.6 
-42.4 
-33.9 

S&P  500 
4-week  total  return 


MORNINGSTAR  INC 

^'^fe:^^    Average  fund 
52-week  total  return 


3 


TIVE  PORTFOLIOS 


imounts 

nt  the  present 

F  $10,000 

J  one  year  ago 

portfolio 

iges  indicate 
total  returns 


Ti'easury  l)onds 
$11,640 

-0.31% 


U.S.  stocks 
$10,968 

-3.11% 


nil 


Money  market  fund 
$10,267 

+0.05% 


Foreign  stocks 
$10,197 

+0.90% 


DATA  RESOURCES  INC 


$9,343 

+0.52% 


]  n  this  f 
I  oups I 


poge  ore  as  of  morket  close  Wednesday,  Feb,  17,  1993,  unless  otherwise  indicated 
include  S&P  500  companies  only,  performance  and  shore  prices  ore  as  of  market  close 


Feb,  16,  Mutual  fund  returns  are  as  of  Feb,  12  Relative  portfolios  an 
detailed  explanation  of  this  page  is  available  on  request 
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m.  CLINTON'S  lOST  OPPORTUNITY 


Bill  Clinton  was  elected  President  of  the  U.  S.  iDecause 
he  was  smart  enough  to  hang  a  sign  reading,  "It's  the 
economy,  stupid,"  in  his  campaign  war  room.  The  sign 
was  a  constant  reminder  of  the  deep  desire  for  dramatic  ec- 
onomic change  felt  by  millions  of  Americans,  angry  at  in- 
comes that  stagnated,  jobs  that  disappeared,  and  a  festering 
federal  deficit  that  eroded  the  financial  as  well  as  moral 
core  of  the  nation. 

Pity  that  President  Clinton  doesn't  have  another  sign, 
this  one  hanging  in  the  White  House,  that  says,  "It's  spend- 
ing, stupid."  For  in  his  defining  moment,  his  first  State  of  the 
Union  message,  the  bold  action  promised  and  anticipated 
by  so  many  voters  is  barely  visible.  It's  almost  as  if  the  New 
Democrat  who  warmed  to  smaller,  entrepreneurial  govern- 
ment and  energizing  private  enterprise  has  been  kidnapped 
by  a  tax-and-spend  Old  Democrat,  afraid  of  cutting  entitle- 
ments and  subsidies  yet  willing  enough  to  raise  taxes  to  pay 
for  them. 

CREDIT  WHERE  IT'S  DUE.  Traces  of  the  New  Democrat  can  be 
seen  in  Clinton's  willingness  to  meet  the  deficit  head  on,  de- 
clare it  truly  evil,  and  attempt  to  do  something  about  it.  In 
effect,  he's  telling  America  that  tax-and-spend  policies  are 
l)etter  than  the  boiTow-and-spend  tactics  that  quadrupled  the 
national  debt  in  the  Reagan-Bush  years.  He  seems  deter- 
mined to  undo  the  excesses  of  the  1980s.  Credit  must  also  go 
to  his  honesty  and  willingness  to  use  realistic,  even  conserva- 
tive, economic  growth  assumptions  in  his  program.  He  is  not 
hiding  behind  phony  Gramm-Rudman  laws  or  a  pie-in-the-sky 
Constitutional  Amendment  on  a  balanced  budget.  And  he  is 
facing  up  to  the  need  for  higher  social  security  taxes  and  an 
energy  tax,  although  a  gasoline  tax  would  have  been  a  less 
inflationary  alternative. 

Yet  the  State  of  the  Union  message  remains  a  lost  oppor- 
tunity. It  could  have  been  a  moment  when  President  Clinton 
urged  middle-class  Americans  to  face  the  fact  that  the  na- 
tion's huge  deficit  was  a  mirror  image  of  their  own  enormous 
entitlements.  He  could  have  argued  that  the  best  way  to  cut 
the  deficit  was  to  cut  these  entitlements  and  root  out  subsi- 
dies to  individuals  and  corporations.  Given  the  heavy  voting 
against  the  Republican  incumbent,  in  favor  of  Ross  Perot  and 
the  Democrats,  Clinton  had  the  momentum  of  change  behind 
him,  and  he  could  have  squeezed  a  lot  more  government 
si)ending.  Yes,  much  spending  is  necessary— from  Head  Start 
to  health  research.  But  subsidies  to  the  upper  middle  class 
and  to  the  rich  could  have  been  eliminated  by  applying  a 
means  test  to  many  government  programs.  Only  the  needy 
should  apply. 

In  the  clutch,  afraid  to  antagonize  the  middle  class  and  his 
party's  own  special  interests,  he  flinched.  Look  at  the  sug- 
gested cuts  in  spending  in  the  proposed  l)udget.  Of  the 
thousands  and  thousands  of  government  progi'ams,  the  Clin- 
ton Administration  could  find  only  12  that  could  be  killed  out- 
right. The  space  station,  which  should  have  been  canceled,  is 
merely  trimmed  back,  while  the  Supercollider,  another  piece 
of  Big  Science  pork,  continues  to  receive  megabucks.  Subsi- 
dies to  the  mohair  growers  continue.  Subsidies  to  ranchers 


feeding  cattle  on  government  land  continue.  Subsidi' 
the  well-off  for  child  care  and  pensions  continue.  The  Ij 
practically  endless. 

The  simple  fact  is  that  if  you  deflect  the  course  of  go 
ment  .spending  downward,  you  have  a  much  better  char 
cutting  the  deficit  than  you  do  by  raising  taxes.  By  dec 
on  taxes  rather  than  spending  cuts,  the  whole  New  Den 
concept  of  reinventing  government,  of  making  the  delivc 
government  services  more  efficient,  goes  out  the  windo 
anemic  are  the  spending  cuts  described  in  the  State  c 
Union  message  that  the  question  arises  as  to  who  mv 
the  Clinton  Administration's  deficit  hawks  in  the  be 
the-scenes  battle  over  the  program?  At  Budget  Dir 
Leon  E.  Panetta's  confirmation  hearing,  he  promised  1 
$2  from  spending  for  every  dollar  in  tax  hikes.  That  2-tc 
tio  was  sliced  in  half  in  the  subsequent  wrangling  so  tl 
the  proposed  budget,  only  $1  of  government  spendi 
l)eing  cut  for  each  dollar  in  added  taxes.  And  even  thj 
ure  is  questionable. 

The  Clinton  economic  program  calls  for  $237  billi 
net  spending  cuts  and  $245  billion  in  net  new  taxes  ove 
years.  However,  if  Social  Security  changes  are  counted  ; 
increases,  as  they  should  be,  $21  billion  in  taxes  get  s 
across  the  ledger.  That  gives  a  net  of  only  $216  bill 
spending  cuts,  while  tax  hikes  amount  to  $266  billion, 
ing  the  ratio  to  a  mere  0.81  to  1. 
SHAKY  POSITION.  The  Clinton  Administration  has  put  iti 
a  miserable  bargaining  position  with  Congress  by  not 
ing  to  a  2-to-l  ratio.  Given  its  past  propensity  to  s 
Congress  is  almost  certain  to  worsen  the  ratio.  If  s( 
bond  markets  may  tank,  sending  interest  rates  h: 
threatening  the  recovery. 

The  stock  markets  are  already  spooked  by  the  s( 
largest  tax  hike  in  American  history.  The  worry  i; 
$245  billion  in  new  taxes  may  prove  to  be  too  burdei 
for  fast  economic  growth.  In  fact,  the  reliance  on  1 
taxes  rather  than  spending  cuts  might  undermine  the 
touted  $31  billion  short-term  stimulus  package.  Thi 
higher  tax  rates  don't  phase  in  until  1994  doesn't  i 
this  risk.  Companies  and  investors  who  know  they  wil 
to  pay  a  higher  rate  of  taxation  in  the  future  can  re 
quite  quickly  to  a  fall  in  the  returns  they  expect  frorr 
long-term  investment. 

While  many  large  corporations  will  benefit  from  th' 
year  Investment  Tax  Credit,  they  face  many  added  h\ 
under  the  Clinton  plan.  Higher  corporate  and  energy 
plus  a  growing  burden  of  government  mandates  and  i 
tions,  is  placing  a  heavier  load  on  most  companies 
years  ahead,  making  job  creation  more  difficult.  1 

President  Clinton  still  has  a  chance  to  redeem  hi' 
Democratic  self.  This  is  at  least  a  start  toward  rv 
the  deficit.  It  must  be  followed  by  a  serious  effort  to 
the  federal  government  what  hard  times  have  forced 
rest  of  America.  A  serious  effort  to  streamline  the  I  ' 
government  is  a  critical  element  in  any  program  of  Ion 
deficit  reduction. 
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ND  A  WORLD  YOU  THOUGHT  WAS  LOST 


People  were  sure  they'd  never  feel  that  rare  sense  of  satisfaction  again. 
Then,  they  saw  that  adventure  and  comfort, 
ruggedness  and  roominess  could  still  be  found. 
They  traded  in  their  old  ideas-from  trucks  to 
cramped  utility  vehicles  to  costly  sedans-for  the 
versatility  plus  sophistication  of  Explorer. 

Today,  this  is  the 
most  sought-after  vehicle  in  its  class.  And 
finding  that  still  special  world  is  easier  than 
you  imagined. 


Touch  Drive  lets  you 
shift  from  2WD  to  4WD 
High,  and  back,  with 
pushbutton  ease. 


Have  you  driven  a  Ford. . .  lately"^ 


lo/ce  of  available  amenities  like  leather  seating 
aces,  an  open-air  roof,  and  sound  system  with  CD 
er  let  you  make  this  world  your  world. 


Buckle  up-together 
we  can  save  lives 


IND    YOURSELF    IN    AN  EXPLORER 


SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable 
between  Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It 
could  earn/  22  messages  at  one  time,  and  it  carried  the  world  into  a  new  era  of 
communications. 


©Siemens  Corporation  1993 


1993.  This  is  now. 


The  digital  telephone  switch  Siemens  manufactures  today  handles  1,000,000 
calls  an  hour.  It  can  even  carry  data,  text  and  voice  simultaneously  on  a  single 
phone  line.  And  private  telephone  systems  from  ROLM®,  a  Siemens  company, 
deliver  voice  and  data  solutions  that  help  both  large  corporations  and  small 
businesses  improve  productivity.  Telecommunications  equipment  is  only  one 
of  the  many  precision  technologies  made  by  the  35,000  men  and  women  who 
work  nationwide  to  help  Siemens  remain  an  innovative  leader 
Siemens.  Precision  Thinlcing. 


For  more  Information,  write  for  Siemens  '93  Box  8003T,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


Look  at  disability  our  way  and 
this  picture  makes  perfect  sense. 

Take  a  few  steps  back  from  this  apparently  meaningless  jumble  ( 
dots.  Now  look  at  it  again.  You've  just  discovered  something  most 
specialists  in  disability  management  have  yet  to  see.  You  can  be  to 
close  to  a  problem  to  recognize  it  At  the  CIGNA  companies,  we  take 

much  different  approacl 
one  that  can  save  you  $2( 
for  every  dollar  invested 
in  our  cost  containmer 
programs.  And  at  the 
same  time,  save  you  froi 
gaps  in  coverage  and 
unnecessary  paperwork 
We're  able  to  do  all  ih 
because  we  look  at  the 
big  picture. 

Integrating  short-  anc 
long-term  disability  plai 
into  one  single,  easy-to- 
manage  program. 

And  that's  somethini 
others  just  can't  do. 
We  get  a  head  start 
with  prevention  programs  and  early  intervention.  Followed  by  case 
management,  rehabilitation  and  a  vast  information  network  to  monit 
it  all.  Our  whole  integrated  approach  helps  to  control  costs,  shorten 
the  period  of  disability  and  return  your  employees  to  productive  live 
For  additional  information,  call  us  at  1-800-235-0235.  It's  the  on 
way  to  look  at  disability  that  really  makes  sense. 

CIGNA  disability  products  arc  underwritten  by  Life  Insurance  Company  of  North  America  and  other  CIGNA  companies. 


We  get  paid  for  results! 


CIGNA 


AHA  CRACKS  IN  THE 
ALIA  RRONFMAN  FMBlfiE 


SS  WE^EK 


DRUGS 


THE  BAHLE 
OVER  PRICES 


r^/\U/\|U|V  ^CLINTON'S  PLAN  ►TOPPLING 
CvUnl/lfll    FOR  HIGH  TECH  RATES 


flUWLINCAME  PUBLIC  LISRARv 


A  McGRAW-HILL  PUBLICATION 


I :  to  make  a  company  more  responsive 
ttract  new  ones  2 :  to  customerize  an 
/.,  e.g.,  to  extend  systems  capabilities 
ts  of  customer  contact  and  support 
ir  a  growing  roster  of  companies,  and 
*yn  see  customer  service,  competitive 

REVENUE  GENERATION 


UNISYS 

We  make  it  happen. 


iter's  Mem^  iH 


KEEPING  UP  THE  FIDW 
OF  CAPITAL  IDEAS 


President  Clinton  has  made  one  thing  clear  in  his  frenetic  first  weeks:  For 
better  or  worse,  he  aims  to  reverse  12  years  of  laissez-faire  with  a  burst  of 
government  activism  not  seen  since  the  Great  Society.  BUSINESS  week's 
16-person  Washington  bureau,  the  largest  of  any  business  magazine,  is  ready. 

Soon  after  the  election,  Senior  Editor  Lee  Walczak,  a  24-year  Washington  vete- 
ran who  heads  our  bui-eau,  anticipated  the  new  activism  by  shifting  beats  and  as- 
signments. The  result:  more  intensive  coverage  of  Clinton's  hands-on  economics,  es- 
pecially trade  and  on  the  money: 
technology    policy,    waiczak  with 

''■^       '         '        ROBERT  RUBIN  OF 

health  reform,  and    the  national 
worker  training.  Also    "onomic  council 

expect  closer  scrutiny  of  once-dormant 
agencies  that  could  hit  business  with  a  flood 
of  new  regulations. 

Our  Washington  team  swung  into  action 
well  before  the  Feb.  17  State  of  the  Union 
message.  Reporters  sifted  through  a  bliz- 
zard of  leaks,  helping  readers  separate  the 
trial  balloons  from  real  initiatives.  An  early  pi-ognostication  from  economics  writ- 
er Howard  Gleckman:  Don't  be  fooled  by  scuttlel)utt  of  a  huge  stimulus  [package.  In- 
deed, Clinton's  concern  about  the  l:)udget  mess  will  produce  a  minimal  public-works 
program— and  a  big  deficit-reduction  package. 

As  Clinton  put  the  final  touches  on  his  speech,  economics  correspondent  Paul 
Magnusson  was  interviewing  top  policymakers.  White  House  rejjorter  Susan  B. 

Garland  touched  l)ase  with  virtually  all  the  Pi'es- 
ident's  men  and  women  and  prepared  to  hoj) 
aboard  Aii-  Force  Gne  to  accompany  Clinton  on 
his  two-day  dash  to  sell  the  package. 

Meanwhile,  congressional  correspondent 
Richard  S.  Dunham  sounded  out  the  Hill.  Oth- 
er Washington  specialists,  armed  with  re- 
porting from  oiu'  l)ureaus  in  major  commer- 
cial centers,  spoke  to  corporate  lobbyists  to 
gauge  the  winners  and  losers  in  l)usiness. 
Even  though  President  Clinton  didn't 
wind  up  his  speech  until  after  10  p.m.  on 
Wednesday,  the  magazine's  deadline  day, 
BUSINESS  WEEK  weighed  in  with  a  pack- 
age of  news  and  analysis  that  told  readers  what  the 
new  policies  would  mean  and  what  to  expect  next. 
The  reporting  didn't  stop  there.  Hours  after  Clinton  spoke,  Walczak  and  New 
York  editors  conferred  with  Commerce  Secretar-y  Ronald  H.  Brown  and  White 
House  official  Robert  E.  Rubin,  head  of  the  National  Economic  Council. 

Just  a  typical  week  in  the  life  of  the  Washington  Inireau.  It  helped  produce 
the  second-week  package  of  stories  starting  on  page  26.  Count  on  our  Washing- 
ton bureau  to  keep  abreast  of  important  developments,  week  in  and  week  out. 


ON  the  ROAD:  GARLAND  COVERS 
CLINTON'S  salesmanship  ATA 
HIGH  SCHOOL  RALLY  IN  HYDE  PARK, 
N.Y. 


Editor-in-Chief 
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THE  FIRST  SPOnS  COUPE  TO  HAVI 
AN  AUTOMAnC  INSIAUED  WITHOUI 
HAVING  ITS  SPIRIT  DISMANTLED. 


As  a  rule,  driving  a  sports  coupe 
that  has  gone  from  manual  to  auto- 
matic is  somewhat  akin  to  reading 
the  Gettysburg  Address  in  Russian. 

It  simply  loses  something  in  the 
translatioi  r  Performance  cars  tend 
to  become  listless.  Nimble  handlers 
tend  to  become  lethargic.  In  short, 


sports  coupes  become  spiritless. 

The  BMW  pictured  above,  how- 
ever, suffers  no  such  indignity 
INTRODUCING  THE  $26,065'  BMW 
318is  AUTOMATIC. 
Just  because  you  won't  be  shift- 
ing through  the  gears  on  this  sports 
coupe  doesn't  mean  you  run  the  risk 

Suggested  letail  piice  for  a  1993  318is  Automatic  is  $25,065  Actual  price  will  depend  upon  dealer  Price  includes  dealer 
license,  title  and  registration  fees,  and  options  "Car  and  Driver,  August  1992  Automobile  Magazine,  September  1992 


of  being  hopelessly  sedated  by 
Tap  the  accelerator  and  the 
cry  of  "one  of  the  smoothest  fc 
on  the  road"(Carand  Driver") 
you  off  into  the  distant  scenery 
Near-telepathic  steering  an 
of  the  most  communicative  su 
sion  systems  on  earth  give  yor' 

prep,  destination,  and  tiandling  charges.  Price  excluf 
'See  your  BMW  dealer  for  details  on  tfiis  limited  v ' 


[0  slice  through  corners  with 
ion's  precision, 
d  because  we  recognize  the 
driving  is  as  much  about 
rating  as  accelerating,  the 
antilock  disc  brakes  are  sure- 
and  predictable, 
much  so,  they  feel  as  though 
)uld  stop  a  car  twice  its  size, 
eeling  made  all  the  more 
'ting  by  the  knowledge  that 
ergy-absorbing  crush  tubes, 
ically  reinforced  steel  safety 
nd  driver's-side  airbag  are 
1  case  you  ever  need  them. 

rovided  by  Cross  Country  Motor  Club,  Inc  ,  Boston 
Drth  America,  Inc  The  BMW  trademark  and  logo  a 


ITINHALES  THE  ROAD. 
NOT  YOUR  BUDGET. 

After  completing  a  test  drive  of 
the  economical  BMW  318is,  an  editor 
at  Automiobile  Magazine  wrote  that 
"this  car  is  not  merely  a  trade-in  for 
a  future  BMW  fantasy"^ 

True,  the  318is  is  an  entry-level 
BMW.  But  it  has  everything  from  the 
beguiling  skin  to  the  charismatic  soul 
of  our  325i  -the  car  that  made 
almost  every  car  magazine's  top-ten 
list  over  the  past  year 

And,  like  the  rest  of  its  automo- 
tive brethren,  it's  covered  by  a  4-year/ 

,  MA  02155,  except  in  OA,  where  services  are  provided  by 
re  registered 


50,000-mile  buinpei  lu-bumpei 
warranty^'  and  a  nationwide  emer- 
gency Roadside  Assistance  program.' 

So  call  800-334-4BMW  for  the 
authorized  BMW  dealer  nearest  you. 
And  schedule  your  own  test  drive  of 
thenewBMW318is. 

The  sports  coupe  that  proves 
there's  a  difference  between  being 
equipped  with  an  automatic  and 
being  limited  by  one. 


THE  ULTIMATE  DRIVING  MACHINE. 

Cross  Countiy  Motor  Club  of  Calit,,  Inc ,  Boston,  MA.  ©  1993 


SPINE-TINGLING  RESULTS:  GE  CAPITAL  HELPED  REFINANCE  THE  SIX  FLAGS  CHAIN,  BUT  ITS  STRENGTHS  GO  BEYOND  DEEP  POCKETS 


Cover  Story 

62  GE'S  MONEY  MACHINE 

While  othei'  runipaiiies  have  gotten 
clol.ibered  by  their  financial  arms, 
General  Electric's  has  become  its 
profit  engine,  amassing  §55  billion  in 
assets  worldwide  and  racking  up 
record  earnings  of  $1.55  billion  last 
year.  How  does  GE  Capital  do  it?  For 
starters,  a  singular  focus  on 
performance,  an  obsession  with 
growth,  and  a  restless  corporate 
culture  that  thrives  on  change 

67  A  MOVER  AND  SHAKER,  GE  STYLE 

<;E  Cai^ital's  Gary  Weiidt  believes  in 
push,  push,  push 

Top  of  the  News 
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Most  Silicon  Valley  execs  like 
Clinton's  high-tech  [jlan 
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Edward  D.  Stewart.  .James  A.  Parke.  Denis  .J.  Nay- 
den,  Gary  C.  Wendt,  Ste]ihen  Berber 


28  BONDS  AWAY 

The  buying  spark  ignited  by 
Clinton's  economic  plan  turns  into 
a  full-fledged  explosion 

29  COMMENTARY 

The  budget  needs  a  machete, 
not  a  nail  file 

30  CLINTON'S  BANDWAGON 

Now,  even  stern  ojjponents  concede 
that  much  of  his  package  will  pass 

3 1  THE  WOOING  OF  GREENSPAN 

How  Clinton  and  his  team  pulled 
a  stunning  coui) 

32  MAN  IN  THE  MIDDLE 
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SUMMERS  ON  KIAWAH,  MY  FATHER  TAUGHT  ME 

MANY  LESSONS,  ESPECIALLY  THE  PERSISTENCE  REQUIRED 
FOR  GOLF.  HE  ALSO  TAUGHT  ME  NAMES  OF  ALL  THE 
COASTAL  BIRDS,  AND  NOW  HE'S  TEACHING  MY  TWO 
CHILDREN  TO  KNOW  A  SKIMMER  FROM  A  GREAT  BLUE 
HERON.  YET  WHAT  MY  EOUR-YEAR-OLD  REALLY  WANTS  TO 
LEARN  IS  GOLF,  AND  I  LIKE  TO  THINK  HIS  GRANDFATHER 
MIGHT  ONE  DAY  HELP  TEACH  HIM.  AS  MY  FATHER  AND 
I  TEE  OFF  THIS  MORNING  ON  PETE  DYE'S  OCEAN  COURSE  - 
WITH  THE  PROMISE  OF  I  8  PERFECT  HOLES  STRETCHING  OUT 
BEFORE  US  AND  THE  ISLAND  SUN  DANCING  ON  THE 
BLUE'CRAY  WATER  -  I  SILENTLY  WISH  THAT  THIS  MOMENT 
COULD  LAST  FOREVER. 


MAI^E  )OUK  HOME  ON  klAWAH  ISLAND,  HOSl  OF  THE  19  9  1  R)DER  CUP,  WITH  FOUR 
CHAMPIONSHIP  COURSES  B)  NICKIAUS,  PLA)ER,  FAZIO  AND  D)  E  CALL  I  ■800-2  7  7  7008 
OR  WRITE  TO  PO   BOX  12001,  CHARLESTON.  SOUTH  CAROLINA,  29422 


Dbtain  the  Property  Report  required  by  Federal  law  and  read  It  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of 
;his  property.  Void  where  prohibited  by  law.  An  offering  has  been  filed  with  the  State  of  New  York.  Such  filing  does  not  constitute  approval  by  the 
state  of  New  York  of  the  value  or  quality  of  these  properties.  A  copy  of  the  Offering  Statement  is  available  on  request  from  the  offeror.  (NYA-93-09). 
Fhis  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  Registration  does  not  constitute  an  endorsement  of  the  merits  or  value  of  the 
jroiect.  Obtain  and  read  the  N.J.  Public  Offering  Statement  and  read  it  before  signing  anything.  (NJ  Reg  #89/15-175/1) 


We  just  removed  the  one  thing  that  kept  you 
from  buying  a  high  quality  color  printer 


ntroducing  the 

Primera 

'OLOR  PRINTER 

inally  -  great  color  that's  affordable. 

few  from  FARGOf  the  Primera  Color 
'rinter  delivers  rich,  vibrant  color  for 
tunning  presentation  graphics  and 
"ansparencies.  All  in  just  over  two 
linutes  per  page!  But  at  just  $995*  it's 
lousands  of  dollars  less  than  other 
igh  quality  color  printers.  So  if  you're 


shopping  for  a  color 
printer  but  don't  want 
to  spend  all  that  money  check  out  the 
new  Primera  Color  Printer  It'll  make 
you  look  as  brilliant  as  your 
presentations. 

•  Up  to  four  times  faster  than  ink 
jet  printers 

•  Microsoft^  Windows™  3.1  driver 
included 

•  Thermal  transfer  print  quality 


Monochrome  ribbon  available  for 
near-laser  quality  text-only 
printing 

For  more  information,  call 


ELECTRONICS.  INCORPORATED 

7901  Flying  Cloud  Drive  ' 
Eden  Praine,  MN  55344  U  S,A.  i 

1-800-FARG0-22 

Ext.  200 

(1-800-327-4622)  FAX:  612-941-7836 

Primera  is  a  trademark  and  FARGO  is.  a  regbtereii  trademark  ot  FARGO 
Electronics,  Incorporated  Microsoft  is  a  registered  trademark  and 
Windows  IS  a  trademark  of  Microsoft  Corporation.  ©  l'*92  FARGO 
Electronics,  Incorporated.  All  nghtsreser\'ed.  *Suggested  U.S.  Retail  Price 


There  is  a  curious  shift  in  business 
these  days,  "back  to  the  basics "  And  it 
seems  as  if  the  sophisticated  fast-trackers 
of  the  '80s  have  been  transformed  into 
the  business  fundamentalists  of  the  '90s. 

Nice  tn/,  guys.  The  simple  truth  is, 
basics  are  something  you  start  with  and 
take  forward.  Not  retreat  to. 

Over  the  past  11  years  we've 
become  a  financial  services  company 
with  $15  billion  in  assets  under  manage- 
ment. We've  grown  by  embracing  the 
ageless  basics  of  common  sense  and 
simplicity  and  bringing  them  into  a  new 


age  of  technology  and  managementj 

I 

This  has  allowed  us  to  centra 
and  streamline  operations  in  ways  ne 
possible  before.  Allowed  us  to  ere: 
products  that  are  profitable  agai 
today's  ever-changing  financial  la 
scape.  Allowed  us  to  establish  the  n 
cost-effective  means  of  distribution.  / 
allowed  us  to  be  more  active  manac 
of  our  investment  portfolio. 

The  basics.  By  taking  tf 
forward,  they've  taken  us  forward 
where  we  are  today,  to  where  v\ 
be  tomorrow. 
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SATURN:  WILL  THE  EXPERIMENT 
GO  AWRY?  

Some  workers  entered  Saturn  with 
misconceptions  about  tlie  IIAW-GM 
partnership  ("Saturn:  Labor's  love  lost?" 
The  Workplace,  Feb.  8).  There  is  dissat- 
isfaction in  the  ranks,  but  most  {117' )  of 
us  support  the  current  leadership,  which 
is  committed  to  makinjf  a  company-union 
partnership  work. 

Supporting  the  Saturn  vision  takes 
maturity,  willingness  to  view  issues 
from  all  sides,  and  commitment  to  mak- 
ing the  changes  that  need  to  be  made. 

Henry  Campbell,  the  local  UAW  vice- 
president  who  challenges  the  current 
leadership,  is  seeking  to  build  a  political 
base  among  those  who  want  to  go  back 
to  the  old  system — because  it  was  easier 
for  them  to  find  an  easy  job  or  not  work 
at  all.  What  they  don't  see  is  that  we 
have  so  much  more  of  what  the  UAW  has 
been  fighting  for  since  the  1930s. 

Naomi  Goodin 
Member,  Local  1853 
Spring  Hill,  Tenn. 

It's  sad  to  see  one  of  the  most  success- 
ful experiments  in  labor-management 
cooperation  threatened  by  the  short- 
term  focus  of  its  parent  corporation.  In- 
stead of  learning  from  the  experiment, 
GM  is  using  a  traditional  (and  inapjjropri- 
ate)  approach  to  generate  profit:  cutting 
"nonessential"  costs  such  as  employee 
training.  Cutting  training  today  may 
generate  a  positive  bottom  line  for  the 
short  term,  but  in  the  long  term  Saturn 
may  become  just  another  mediocre  divi- 
sion of  ailing  GM. 

James  G.  Lee 
Skokie,  111. 

YES,  AIRBUS  GETS  GOVERNMENT 
AID— BUT  SO  DO  U.S.  PLANEMAKERS 

Referring  to  "Free  trade,  yes,  but 
fairness  comes  first"  (Editorials, 
Feb.  L5),  Airbus  Industrie  has  been  re- 
ceiving a  lot  of  free  publicity  from  Ad- 
ministration officials  recently.  It  comes 
in  the  context  of  "fair  trade."  The  as- 
sumption is  that  Airbus  receives  Europe- 
an government  support  and  that  such 
support  creates  unfair  competition  for 


Boeing    and    McDonnell  Douglas. 

The  facts  are  distinctly  different.  Of 
course,  European  governments  have 
provided  support  for  the  Airbus  consor- 
tium. Equally,  the  U.  S.  government  has 
supported  the  manufacture  of  commer- 
cial aircraft  in  the  U.  S.  Official  U.  S. 
government  documents  and  voluminous 
studies  of  the  economics  of  the  industry 
are  replete  with  examples  of  such  sup- 
port. The  difference  is  that  European 
government  support  is  open,  direct,  and 
efficient,  whereas  U.  S.  support  has  been 
indirect  and  possibly  inefficient. 

In  addition,  Boeing  and  McDonnell 
Douglas  use  foreign  sources  for  many 
components  of  their  commercial  aircraft. 
Those  foreign  sources  are  universally 
supported  by  their  governments.  Fur- 
thermore, Airbus  Industrie  utilizes  U.  S. 
component  manufacturers. 

For  major  industrialized  nations,  civil 
aerospace  is  important  in  terms  of  ad- 
vancing technologies,  high-wage  skilled 
jobs,  and  export  earnings.  Nations  on 
both  sides  of  the  Atlantic  should  and  do 
support  the  industry. 

So  long  as  the  U.  S.  retains  its  707"  of 
the  market  and  the  European  Communi- 
ty has  an  approximate  307'  share,  fair- 
ness is  not  an  issue.  The  issue  is  simply 
intellectual  honesty. 

Alan  S.  Boyd 
Vice-Chairman 
Airbus  Industrie  of  North  America 
Herndon,  Va. 

DON'T  UNDERESTIMATE 
TEKTRONIX'  STAYING  POWER 

As  a  Tektronix  director,  I  agree  with 
your  recital  of  Tektronix  history 
("Atten-hut!  George  Sorus  is  here,"  The 
Corporation,  Feb.  8),  but  I  take  issue 
with  the  implication  that  Chief  Executive 
Jerome  Meyer  will  not  pull  off  a  turn- 
around or  that  a  breakup  is  inevitable 
because  of  depressed  prices  for  Tek- 
tronix stock. 

Can  Tektronix  push  ahead  with  all  of 
its  endeavors?  Some  are  growing  so  fast 
that  Tektronix  has  to  hoard  resources  to 
continue  to  lead.  Could  that  cause  Tek- 
tronix to  divest  something?  It  is  impossi- 
ble to  rule  that  out. 

I  am  betting  that  Tektronix  will  even- 
tually reach  a  new  high,  reflecting  grow- 
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WE  were:  doing  business  in  the  pacific  rim  whi;? 

PEOPLE  TRAVELED  BY  RICKSHAW.    The  AIG  Companies  have  been  oi 
business  in  the  Asia/Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance  in  Shanghai  in 
and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business  in  worldii' 


experience  in  overseas  markets  and  our  understanding  of  local  business  practices  and  insurance  needs  give 
oeople  a  unique  advantage  when  serving  multinational  businesses  around  the  world.  Whether  they're  in 
'>portation,  steel,  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 
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WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc..  DepL  A.  7()  Pine  Street,  New  York.  NY  10270. 


IfYouVe 
GotA 
HardDrive 
InFront 
aYou, 
WeCan 
Make 

Things 
Easier. 


The  road  to  information  and 
nture  is  yours  when  you  order  the 
ing  new  Jeep  and  Eagle  Adventure 
.  For  just  $6.95 ,  youH  get  all  the 
about  Jeep  and  Eagle  products, 
ding  a  detailed  description  of 
id  Cherokee's  full-time  four-wheel 
•  system.  And  Eagle  Vision's  revolu- 
iiy  cab-forward  design.  Plus,  get 
ig  information  and  a  fascinating 
ife  photographer  adventure  game, 
rhe  3y2-inch  disk  runs  on  any 
kompatible  computer  with  a 
I  graphics  adapter.  Please  allow 
5  weeks  for  delivery. 

To  order  your  Jeep  and  Eagle 
Adventure  Disk,  call 

1-800-521-0953. 

Jeep. 

^Division  of  the  Chrysler  Corporation. 

Jeep  is  a  reglsterpd  trademark  of  Chrysler  Cor^ioration. 
Buckle  up  for  safety. 


CORRECTIONS  &  CLARIflCATIONS 

"Will  you  have  enough  to  retire  in 
style?"  (Personal  Business,  Feb.  22) 
overstated  the  legal  maximum  amount 
that  a  retiree  can  receive  every  year 
from  a  company's  defined-benefit  pen- 
sion plan.  The  maximum  is  $115,641. 


ing  values.  It  won't  happen  overnight, 

but  it  will  happen. 

Richard  W.  Sonnenfeldt 
Port  Washington,  N.Y. 

THE  PRODUCTIVITY  PARADOX: 
SOME  ADDITIONAL  FACTORS  

Robert  Kuttner  lists  five  reasons  for 
"The  productivity  paradox:  Rising 
output,  stagnant  living  standards"  (Eco- 
nomic Viewpoint,  Feb.  8).  He  overlooks 
an  additional  factor:  cost  burdens  that 
restrain  businesses'  ability  to  pay  higher 
wages.  News  articles  recently  reported 
that  the  rise  in  health-insurance  costs  to 
employers  was  a  major  factor  for  real 
wage  growth  being  stagnant. 

Add  to  that  the  rising  costs  of  prod- 
uct-liability litigation,  workers'  compen- 
sation, automatic  increases  in  payroll 
taxes,  and  regulation  (whose  cost  will 
spiral — with  the  full  impact  yet  to  come 
of  the  1991  Clean  Air  Act,  the  new  Civil 
Rights  Act,  the  Americans  with  Disabil- 
ities Act,  the  Family  Leave  Act,  and  oth- 
ers). It  is  hard  to  imagine  how  our  stan- 
dard of  living  can  increase. 

These  costs  create  incentives  for  busi- 
ness to  find  ways  to  make  products  with 
fewer  workers  and  to  resist  higher 
wages  for  those  workers  they  keep. 
They  make  labor  more  expensive — not 
equipment,  facilities,  or  raw  materials. 

I  can't  make  up  my  mind  whether  to 
admire  people  who  have  the  nerve  to 
start  a  business  against  such  odds  or  to 
consider  them  fools. 

Lowell  A.  Howard 
Merrill,  Wis. 

Your  well-outlined  article  has  blended 
interesting  ideas  about  the  cost  and 
quality  of  technological  gains  and  their 
impact  on  economic  growth. 

I'd  like  to  point  out  one  other  aspect 
that  has  had  enormous  impact  on  all  of 
us  since  the  '50s — that  is,  the  cost  to 
businesses  of  complying  with  onerous 
regulations  instead  of  using  those  dol- 
lars to  expand  their  businesses  (translat- 
ed: economic  expansion).  A  study  by  the 
Independent  Bankers  Association  of 
America  and  Grant  Thornton  of  200  com- 
munity banks  revealed  a  cost  of  $3.2 
billion  annually  to  comply  with  just  13 
specific  regulations.  For  all  banks,  the 
cost  is  estimated  at  $11  billion  annually. 


Unfortunately,  regulations  such  as  the 
Community  Reinvestment  Act  have  little 
or  no  impact  on  rural  areas  where  com- 
munity banks  exist,  since  they  lend  in 
those  areas  anyway. 

Economic  expansion  could  take  ])lace 
tomorrow  if  common  sense  could  be 
mandated  to  Congress. 

•James  D.  MacPhee,  President 
Kalamazoo  County  State  Bank 
Schoolcraft,  Mich. 

Regarding  your  Kuttner  piece:  Could 
the  cause  also  be  the  huge  rise  in 
government  employment  at  every  level, 
which  produces  nothing  but  paper  and 
more  government  employment? 

Arthur  Glowka 
Stamford,  Conn. 

WHY  SHOULD  THE  SELF-INSURED 
BE  IMMUNE?  

In  the  article  "Kids,  shots,  and  drug 
research.  Let's  get  some  answers" 
(Top  of  the  News,  Feb.  15),  you  say: 
"Pennsylvania  law  requires  underwrit- 
ers to  cover  childhood  shots."  That's 
true — unless  a  company  is  self-insured 
in  the  Commonwealth  of  Pennyslvania. 
Is  it  fair  that  self-insured  companies  are 
exempt,  when  insurance  carriers  are  be- 
ing required  to  pick  up  these  costs? 

Clare  M.  Ott 
Pittsburgh 

AT  IDS,  A  ROOKIE  PLANNER 
HAS  TO  COUGH  UP  A  BUNDLE 

Your  article  "Rethinking  IDS  from 
the  bottom  up"  (Finance,  Feb.  8) 
fails  to  address  the  main  cause  of  high 
planner  turnover:  the  high  costs  a  new 
financial  planner  is  subject  to.  The  li- 
censing fees  for  brokerage  registration 
can  cost  $500  to  $1,000,  which  is  paid  by 
the  candidate  before  hiring.  Sure,  ID.S 
has  posted  an  average  22'a  jump  in  an- 
nual earnings.  Any  business  could 
achieve  a  monumental  climb  in  earnings 
if  virtually  all  daily  operating  expenses 
were  paid  by  employees.  Office  space, 
phone  use  (cold  calling),  mailing,  and 
furniture  rental  are  just  a  few  expenses 
first-year  planners  on  a  limited  stipend 
can  look  forward  to. 

Marc  A.  Krusko 
New  York 

Editor's  Note:  IDS  says  planners  pay 
many  of  their  oioi  c.rpe)ises  because 
they  are  independent  contractors. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.Y.  10020.  Fax:  (212)  512-4464, 
Telex;  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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Twice  daily,  NEC  helps  provide  crucial 
medical  information  to  some  of  the  world's 
most  remote  locations. 

There's  a  kind  of  poverty  that  many  people  aren't  even  aware 
of,  yet  it  has  a  devastating  impact.  It  is  medical  information 
poverty.  The  harm  it  causes  can  range  from  fostering  the 
spread  of  epidemics  to  actually  keeping  health  care  workers 
in  Africa  from  receiving  up-to-date  methods  of  treating  even 
the  most  common  diseases. 

NEC  is  the  founding  corporate  sponsor  of  the  SatelLife 
program  which  links  healthcare  providers  and 
researchers  with  their  colleagues  around  the 
world.  NEC  computers  are  a  vital  link  in  the 
base  stations  that  collect  crucial  medical  informa- 
tion twice  a  day  via  satellite.  These  computers  act  as  a  hub 
for  the  distribution  of  critical  medical  information,  allowing  such  countries  as  Kenya, 
Mozambique  and  Zambia  to  obtain  a  wealth  of  vital  medical  information  within  hours 
when  it  used  to  take  weeks,  months  or  even  years. 

SatelLife  is  just  one  example  of  how  NEC's  advanced  technology  is  improving 
people's  lives.  You'll  find  our  products  in  corporations  large  and  small.  In  private  and 
public  institutions.  In  homes  across  the  country.  And  in  countries  around  the  world 
where  information  could  mean  the  difference  between  life  and  death. 

To  learn  more,  call  us  at  1-800-338-9549. 
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Caring  through  technology. 
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AT  THE  HIGHEST  LEVELS:  THE  INSIDE  STORY  OF  THE  END  OF  THE  COLD  WAR 

By  Michael  R.  Beschloss  and  Strobe  Talbott 
Little  Brown  •  498pp  •  $24,95 

TALKING  THE  COLD  WAR 
TO  DEATH 


When  historian  Michael  R. 
Beschloss  and  Time  editor-at- 
large  Sti'obe  Talbott  agi'ted 
in  early  1989  to  collalxrt'ate  on  a  hook  on 
unfolding  I'.  S.-Soviet  r-elations,  they  had 
no  idea  the  incredii)le  turns  history  was 
about  to  take.  Within  months,  the  Berlin 
Wall  fell.  Eastern  Europe  al)andoned 
communism,  and  the  Soviet  Union  l)e^an 
teetering  toward  disintegration. 

Now,  four  years— but  seemingly  an 
era— later,  the  two  have  produced  a 
groundbreaking  work,  At  the  Highest 
Levels:  The  Inside  Stoi  t/  of  the  End  of  the 
Cold  W(tr.  From  fii'st 
page  to  last,  the  book 
presents  new  information, 
analysis,  and  detail  about 
the  most  I'emai'kable  geo- 
political shift  since  World 
War  II.  Drawing  on  State 
Dept.  memorandums  and 
interviews  with  aides  to 
then-President  George 
Bush  and  Soviet  leader 
Mikhail  Gorbachev,  the 
authors  let  readers  listen 
in  on  secret  talks  in  the 
Oval  Office,  the  Kremlin, 
the  Pentagon,  and  over 
the  Presidential  phone. 

Among  the  liook's 
headline-making  revela- 
tions: Both  a  senior  KGB 
agent  and  then-Moscow 
Mayor  Gavril  Popov  separately  warned 
U.  S.  officials  of  an  impending  coup.  The 
book  also  illuminates  the  internal  So- 
viet battle  that  almost  prevented  Ger- 
man reunification.  It  sheds  new  light  on 
arms-control  negotiations.  And  it  de- 
scribes how  Foreign  Minister  Eduard 
Shevardnadze,  feai'ing  a  political  reversal 
as  early  as  1990,  on  several  occasions 
practically  begged  Secretary  of  State 
James  A.  Baker  III  for  U.  S.  supi)ort. 
But  most  of  all,  At  the  Highest  Levels  de- 
picts President  Bush's  evolving  political 
and  personal  attachment  to  Gorl)achev 
and  how  it  affected  superpower  policy 
during  thr-ee  historic  years. 

The  saga  opens  with  an  intimate  talk 
between  the  two  men  in  the  Soviet  lead- 
er's ZIL  limousine  at  the  end  of  his  first 
Washington  visit,  in  late  1987.  Bush  was 
still  Vice-President  but  hoped  to  win 
the  Presidency.  Warning  Gorbachev  that 
he  would  t  ilk  tough  to  gain  conservative 


votes.  Bush  asked  him  to  ignore  the 
rhetoric.  "[Bush's]  heart  is  in  the  right 
place,"  the  Soviet  leader  would  later  say, 
calling  the  conversation  "the  most  impor- 
tant" the  two  ever  had.  From  those 
seeds  of  trust,  the  fi'iendship  that  helped 
end  the  cold  war  gi"ew. 

By  December,  1989,  when  Bush  met 
Ciorbachev  on  stormy  seas  off  Malta  in 
theii'  first  summit,  the  Berlin  Wall  had 
collapsed  and  the  anticommunist  revolu- 
tion enveloped  Eastern  Europe.  Bush 
promised  Gorlnichev  he  wouldn't  use 
Eastern  Europe's  tumult  to  humiliate  oi' 


wMistening  to  Bui 

and  Gorbachev's  s 
conversations  pro 
a  vivid  sense  ofht 
the  hostility  was  h 


MICHAEL  R.  BESCHLOSS 
and  STROBE  TALBOTT 

AT  THE*^ 
HIGHEST 
ELEVELS 

THE  INSIDE  STORY  OF  THE 

ENPOPTHKCOU'WAR 

For  the  first  time,  ttie  secret  messages  ^nd  telephone 

Ciills  between  Bush  and  Cort)3che\',  Baker  and 
Shex-ardnadze.  and  \ht  closed-door  meetings  at  the 
Kremlin.  Hliite  House.  Pentagon.  CLA.  and  KGB 


take  advantage  of  the  Soviet  Union.  Anri 
he  pledged  not  to  push  for  the  next  log- 
ical step— the  independence  of  the  Baltic 
states.  "Had  it  been  revealed  to  the 
world  at  the  time  that  Bush  had  im- 
plied such  an  accommodation,"  the  au- 
thors write,  "the  American  Right  would 
doubtless  have  cried  that  his  captiva- 
tion  l)y  Gorbachev  had  caused  the  Pres- 
ident to  make  some  kind  of  secret  bar- 
gain to  sell  out  the  Baltics.  But  the 
conversation  did  not  become  public." 

Throughout  '90  and  '91,  Bush  caliljrat- 
ed  his  comments  to  avoid  fueling  Soviet 
domestic  criticism  of  Gorbachev.  That 
gave  CJorljachev  breathing  room  to  let 
Germany  reunite  inside  NATO,  despite 
the  Soviet  military's  fierce  opposition. 

The  fi'iendship  also  encouraged  GoT-l)a- 
chev  to  back  the  U.  S.  when  Saddam 
Hussein  attacked  Kuwait.  The  gulf  war 
coincided  with  the  Soviet  military's 
crackdown  in  the  Baltics  in  early  1991, 


which  Gorbachev  failed  to  disown— an 
which  led  the  U.  S.  to  postpone 
l)lanned  summit.  But  the  joint  announc< 
ment  of  the  delay  didn't  mention  th 
crackdown.  Bush  "said  he  did  not  wai 
to  l)e  'acting  out  of  pique'  or  'taking 
slap  at  Gorbachev,' "  wi'ite  Beschloss  an 
Talbott  (whom  President  Bill  Clinton  n 
cently  named  amliassador-at-large  t 
deal  with  the  newly  independent  states 
But  the  authors  conclude  that  th 
friendship  had  "grave  defects"  as  we 
as  benefits.  It  caused  Bush,  for  exampL 
to  wait  too  long  to  build  ties  with  th 
leaders  of  the  15  republics— includin 
Russian  President  Boris  N.  Yeltsin— wh 
l)y  1991  were  clamoring  for  indepei 
dence.  Only  after  Yeltsin  defeated  th 
hard-liner's'  coup  in  August,  1991,  an 
jiressed  Goi-bachev  to  disband  the  Corj 
munist  Party  did  Bush  accept  that  Yeli 
sin  had  become  the  Soviet  Union's  lea' 
ing  reformer. 

Beschloss's  and  Talbott's  rich  te: 
interweaves  direct  quot 
from  high  officials  wi1 
wonderful  color  (the  an 
seasickness  patches  Bui 
and  Baker  sported 
Malta,  the  wrinkled  si 
Gorbachev  wore  to  .sei 
financial  aid  at  the  Whij 
House).  But  the  narratil 
is  marred  by  avoidals 
mistakes.  The  chronolo;^ 
of  the  failed  coup  is  cck 
fused,  for  example.  A| 
because  none  of  the  vivl 
details  or  reconstruct^ 
conversations  are  attr*- 
iited  to  particular  soun  - 
readers  must  rely  on  : 
authors'  accuracy. 

None  of  this  detru' 
fi'om  the  V)ook's  import;,t 


themes.  Clearly,  Bush's  support  for  (i;*- 
bachev  helped  speed  the  cold  war's  td 
by  giving  the  Soviet  leader  the  coii 
dence  to  take  such  risks  as  endors 
German  reunification.  But  Bush  ce  c, 
neither  save  Gorbachev  from  mountg 
domestic  opposition  nor  stop  him  fr^ 
making  fatal  eri'ors— turning  to 
right,  cracking  down  violently  in 
Baltics,  and  failing  to  move  decisi\ 
on  economic  reform. 

There  may  be  lessons  here  for  YeMn 
and  Clinton  as  they  prepare  for  tldr 
fir-st  summit  this  spring.  Like  Goiia 
chev  in  1990-91,  Yeltsin  faces  a  hard-iie| 
backlash,  and  Clinton  must  decide  Iv 
vigorously  to  support  him.  Perha]  >  1 
men  should  dip  into  At  the  Highesi  i 
els  before  they  launch  the  next  phas 
U.  S. -Russian  relations. 

BY  ROSE  BRpv 
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TEMPLETON  WORLD  FUND 


World  Class  Performance 


Cumulative  total  return  as  of  12/31/92' 


Since  Inception  (1/17/78) 


733.3% 


14  YEARS 


586.0% 


13  YEARS 


435.3% 


12  YEARS 


1  YEARS 
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343.0% 
316.9% 


10  YEARS 


249.4% 


9  YEARS 


160.7% 


8  YEARS 


7  YEARS 


6  YEARS 


148.9% 
89.1% 


61.2% 


55.9% 


The  1-,  5-,  and  10-year  average  annual  total  returns  were  "2.7^,  9.3^, 

and  A«J.»J     ,  respectively  (as  of  12/31/92).  tRetums  include  the  maximum 
5.75%  sales  charge  and  assume  reinvestment  of  dividends  and  capital  gains  at 
net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that  your 
shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Past 
performance  cannot  guarantee  future  results.  There  are  special  risk  considera- 
tions associated  with  foreign  investing. 


Call  24  Hours 

1-800-325-9950 
Ext  139 
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TEMPLETON  FUNDS  DISTRIBUTOR,  INC. 
P.O.  Box  33030.  St.  Petersburg,  PL  33733 

Yesl  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Templeton  World  Fund, 
including  charges  and  expenses.  1  will  read  it  carefully 
before  1  invest  or  send  money. 
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TRAINING  PROGRAMS  AIONE 

CAN'T  PRODUCE  $20-AN-H0UR  WORKERS 


BY  ROBERT  KUHNER 


First,  the  economy 
must  grow  at  a  fast 
enough  clip  that 
industry  can  afford 
to  redeploy  workers. 
Then,  employers 
must  think  hard 
about  how  they 
structure  work,  so 
that  new  jobs  exist 
for  the  new  skills 


ROBERT  KUHNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  LA/SSEZFAIRE 


Last  month  in  this  space,  I  wrote  about 
the  disapi)ointingly  slow  rate  of  U.  S.  pro- 
ductivity growth  and,  hence,  economic 
growth.  The  success  of  the  Clinton  Presidency 
hinges  on  whether  Amer'ica's  growth  rate  can 
once  again  rise  to  the  level  of  oui'  aspirations. 

The  centerpiece  of  Clinton's  Feb.  17  eco- 
nomic address  was  budget  reform.  He  got  this 
part  al)out  right,  proposing  to  cut  the  deficit 
enough  to  reassure  the  Federal  Reserve  and 
the  money  markets,  but  not  so  steeply  that 
the  recovery  will  be  threatened.  If  Congress 
goes  along  and  the  Fed  continues  to  have  con- 
fidence in  his  strategy,  interest  I'ates  should 
keei)  coming  down,  which  will  more  than  com- 
jiensate  for  the  pain  of  modestly  higher  taxes. 

However,  it  is  not  clear  that  the  budget 
plan  will  be  sufficient  to  push  the  economy 
onto  a  trajectory  of  significantly  higher 
growth.  The  Administration  estimates  annual 
economic  growth  at  slightly  less  than  3%  dur- 
ing Clinton's  four-year  term.  That's  not  enough 
to  dramatically  reduce  unemployment  or  in- 
crease most  workers'  earnings. 

Budget  reform,  however  arduous  politically, 
is  the  easy  part.  The  economy's  deeper  prob- 
lems are  structural.  Clinton  and  his  Labor 
Secretary,  RoV)ert  B.  Reich,  are  certainly  on 
the  right  ti'ack  when  they  emi)hasize  education 
and  the  cjuality  of  the  work  force.  However, 
improving  the  schools  and  reforming  jol)  train- 
ing are  also  relatively  easy.  The  hard  part  is 
improving  the  kinds  of  jol)s  that  the  economy 
offers. 

DIRTY  SECRET.  Executives  bemoan  the  poor 
(juality  of  applicants  for  $5-  and  $6-an-hour 
jobs,  but  when  they  offer  jobs  that  pay  $12  an 
houi— that's  just  $25,000  a  year— cjualified  ap- 
plicants line  up  at  dawn.  In  circles  whei'e  ex- 
perts earnestly  call  for  additional  highly  skilled 
workers,  the  dirty  little  secret  is  the  scarcity 
of  jobs  that  require  more  advanced  skills. 

A  handful  of  sj^ecialized  fields— in  biotechnol- 
ogy and  engineering,  for  example— have  labor 
shortages,  but  millions  of  college  graduates 
are  working  at  jobs  that  require  only  a  high 
school  dii)loma.  According  to  the  Bureau  of 
Lalioi'  Statistics,  the  fields  producing  the  larg- 
est number  of  new  jobs  continue  to  be  janitor, 
data-entry  cleT'k,  fast-food  worker,  nurse's  aide, 
and  other-  dead-end,  low-pay  work.  So,  while 
part  of  the  productivity  story  is  indeed  on 
the  supply  side— the  quality  of  the  work 
force— the  more  subtle  and  knotty  story  is  on 
the  demand  side.  How  can  industry  upgrade 
jobs,  making  them  more  challenging  and  bet- 
ter paying? 

For  one  thing,  the  economy  needs  a  higher 
overall  rate  of  growth  so  that  industry  can 
keep  replacing  labor  with  capital— and  then 


redeploy  labor  at  more  capital-intensive  ai 
higher-wage  tasks.  In  this  respect,  Clinton, 
emphasis  on  investment-led  recovery  maki 
sense.  But  we  will  need  more  investment 
probably  a  second  big  dose  of  stimulus  on( 
the  deficit  is  brought  under  control. 
GREATER  REWARDS.  A  higher  gi'owth  rate  is  e 
sential,  (juite  independent  of  how  well  we 
ucate  the  work  force.  In  the  1940s  and  1950 
the  rate  of  productivity  growth  exploded  ev( 
though  most  factory  workers  lacked  even  hij 
school  diplomas.  But  the  physical  capital  w< 
becoming  "smarter,"  real  economic  growth  w; 
in  excess  of  4%  per  year,  and  labor  markei 
were  fairly  tight.  Thus,  even  workers  wit 
relatively  low  skills  could  look  forward  t 
steadily  rising  standards  of  living. 

Which  was  the  chicken,  and  which  was  tl 
egg?  Did  high  economic  growth  drive  hig 
productivity  growth,  or  vice  versa?  Surel, 
the  two  factors  are  interdependent.  A  rapid); 
growing  economy  can  absorb  productiviti 
growth  at  the  micro  level  without  pi-oducin:; 
high  general  unemployment.  That  combini'i 
tion  in  turn  yields  high  levels  of  overafi 
growth.  f 

For  example,  if  a  self-service  ga.sohne  pum 
replaces  a  $6-an-hour  filling-station  attendan 
society  is  producing  the  same  output  with  or 
fewer  worker  and  is  hence  more  productivi 
But  the  aggregate  rate  of  productivity  gi'owt 
depends  on  what  happens  to  that  worker, 
the  economy  is  running  at  or  near  full  emplo; 
ment,  he  is  much  more  likely  to  be  reen 
ployed  at  a  job  that  pays  more  than  $6  a 
hour,  leaving  the  whole  economy  better  off. 

So  the  first  imi)erative  is  full  employmen 
The  second  part  of  the  strategy  calls  for  be 
ter-trained  workers  in  the  first  place.  Th 
third  requirement  is  that  employers  pay  f:i 
more  attention  to  how  they  structure  jol 
and  jol)  ladders. 

Many  of  the  jol)s  in  the  new  high-tech  ecoi 
omy  can  be  structured  either  as  routiii 
work— entering  data,  following  rote  manufai 
turing  systems,  and  the  like— or  as  far  mor 
demanding  jobs  requiring  problem-solvin 
skills  and  leading  to  career  ladders.  An  ai 
prenticeship  system  doesn't  just  produce  be 
ter-trained  workers,  it  forces  employers  t 
think  aliout  how  they  structure  work.  M; 
chines  can  rei)lace  human  drudgery— but  soc 
ety's  challenge  is  to  reemploy  the  humans  ; 
more  rewai-ding  work. 

Clinton's  budget  strategy  is  a  promising  bi 
ginning,  but  his  more  difficult  task  is  to  ai 
range  a  rendezvous  between  a  better-traim 
work  force  and  more  demanding  jobs,  and  i 
provide  the  rapid  growth  that  allows  such 
rendezvous  to  take  place.  No  small  feat,  tha' 
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NiNCOMPOOR 

He  said  he  didn't  get  the  package  Fd  sent  him.  He  said  I  was  a 
scatter-brained,  spaced-out,  good-for-nothings  totally  reckless, 
untrustworthy,  undependable,  unreliable,  absent-minded 
moron.  So,  I  put  Jiim  on  hold  and  J   f  ^./^  I  yj 


They  told  me  the  package  iim  delivered  at  9:22  a.m.  and  his 
assistant,  Joan,  signed  for  it.  He  said  lie  meant  ^Nincompoop' 
in  a  good  way.^^ 


When  you  need  to  know  exactly  when 
your  package  arrived  and  exactly  who 
signed  for  it,  send  it  with  Federal  Express. 
Because  only  Federal  Express  can  tell  you 
where  your  package  is  within  seconds  of 
its  delivery.  Not  days.  Not  hours.  Seconds. 


No  other  company  offers  such  a  sophisti- 
cated tracking  system.  Not  UPS.  Not 
DHL.  Nobody  So  caU  800-238-53-55  and 
send  your  next  package  with  Federal 
Express.  Or  risk  the  chance  of  really  being 
called  a  nincompoop. 


Our  Most  Important  Package  Is  Yours: 


"J3  Federal  Express  Coriiur.ition 


zcpnomic Trends 


BY  GENE  KORETZ 


JUST  WHEN  YOU 
FORGOT  ALL 
ABOUT  INFUVTION... 

Judging  by  the  subseciuent  decline  in 
long-term  interest  rates,  January's 
0.5%  surge  in  consumer  prices— the  larg- 
est gain  in  two  years— was  a  nonevent. 
The  financial  markets  apparently  con- 
cluded that  the  rise  was  a  fluke  and 
that  President  Clinton's  economic  plan 
was  more  likely  to  temper  inflationary 
pressures  than  exacerbate  them. 

Even  if  this  is  true,  however,  several 
economists  believe  that  coming  inflation 
reports  may  be  stronger  than  observers 
expect.  "At  least  for  a  while,"  says  Jo- 
seph Carson  of  Dean  Witter  Reynolds 
Inc.,  "any  inflationary  surprises  are  like- 
ly to  be  on  the  up  side." 

Carson  points  out  that  prices  of  many 
industrial  materials,  including  lumber, 
copper,  and  steel  scrap,  are  on  the  up- 
swing. The  Journal  of  Commerce  s  price 
index  of  18  industrial  commodities  re- 
cently hit  a  two-year  high  (chart).  And 
the  producer  price  index  for  crude  goods 
excluding  food  and  energy  rose  5.4%  be- 
tween November  and  January,  bringing 
it  8.9%  above  its  year-earlier  level. 
None  of  this  means  that  inflation  is 


INDUSTRIAL  MATERIALS 
ARE  COMING  TO  LIFE 
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about  to  take  off.  Indeed,  economist  Al- 
bert T.  Sommers  of  the  Conference 
Board  sees  the  strengthening  of  com- 
modities prices  as  "good  news."  Along 
with  the  recent  surge  in  factory  orders 
and  sharp  drop  in  inventories,  "the  pick- 
up in  materials  prices  suggests  that 
America's  industrial  markets  are  finally 
participating  in  the  recovery,"  he  says. 

Commodity  price  strength  not  only 
reflects  a  pickup  in  orders  from  pur- 
chasing agents,  notes  Carson,  but  also 


gives  them  an  added  incentive  to  re- 
build inventories.  Companies  start  boost- 
ing stocks  both  to  meet  rising  demand 
and  to  beat  future  price  increases.  And 
as  prices  firm,  they  begin  to  feel  more 
confident  about  boosting  investment. 

Looking  ahead,  Carson  sees  a  "compo- 
sitional shift"  in  price  pressures  away 
from  service-producing  industi'ies  toward 
commodities  and  goods.  But  neither  he 
nor  Sommers  l^elieves  that  a  significant 
acceleration  in  inflationary  pressures  is 
on  the  horizon— at  least  for  the  next 
year  and  perhaps  longer. 

For  one  thing,  with  most  major  in- 
dustrial economies  outside  the  U.  S. 
mired  in  recession,  further  rises  in  indus- 
trial prices  are  likely  to  be  restrained. 
For  another,  overall  inflation  has  almost 
always  declined  in  the  early  years  of 
past  cyclical  upswings,  as  I'ising  produc- 
tivity offset  higher  materials  costs,  al- 
lowing manufacturers  to  enjoy  higher 
profits  while  limiting  price  hikes. 


WHY  GLOBAL  WARMING 
SPELLS  RISING 
GLOBAL  TENSIONS 

Can  world  economic  growth  actually 
reduce  the  threat  of  glolml  warming 
caused  by  the  emission  of  greenhouse 
gases?  This  tantalizing  possibility  is  at 
least  suggested  by  recent  econometric 
studies  that  found  that  several  of  the 
most  noxious  forms  of  air  pollution  tend 
to  decline  as  nations  move  up  the  ladder 
of  industrial  development.  The  reason: 
Although  such  pollution  rises  sharply  in 
the  initial  stages  of  industrialization, 
growing  incomes  eventually  raise  the 
demand  for  health  and  environmental 
quality  and  provide  the  wherewithal  to 
achieve  them. 

Unfortunately,  however,  the  prospect 
for  cui'bing  gi'eenhouse  gas  emissions  is 
far  less  positive,  report  economists 
Douglas  Holtz-Eakin  and  Thomas  M.  Sel- 
den  of  Syracuse  University.  In  a  new 
study,  they  focus  on  the  most  signifi- 
cant gi"eenhouse  gas,  carbon  dioxide,  or 
COo.  Unlike  many  other  air  pollutants, 
COo  is  invisible,  has  little  immediate 
health  impact,  spreads  widely  in  the  glo- 
bal atmosphere,  dissipates  very  slowly 
over  time,  and  is  difficult  to  abate. 

The  two  economists  find  that  nations 
do  emit  less  COo  relative  to  their  output 
as  they  grow— that  is,  the  more  ad- 
vanced a  nation  is,  the  less  it  pollutes 
per  unit  of  gross  domestic  product.  But 
unlike  other  pollutants,  they  find  that 
COo  pollution  does  not  decline  absolute- 
ly and  that  its  cumulative  presence  in 
the  global  atmosphere  continues  to  rise. 
The  researchers  conclude  that  global 


emissions  of  CO2  will  continue  to 
at  about  1.8%  per  year  over  the  U' 
years.  Moreover,  they  find  that 
erating  or  slowing  global  eco 
growth  by  0.5%  a  year,  an  enoi 
cumulative  difference,  hai'dly  ch 
the  buildup  of  the  gas  in  the  2 
phere  over  that  time  period.  "Unl( 
can  find  a  way  to  gi"ow  without  p 
ing  carbon  dioxide,"  says  Holtz-^ 
"we're  likely  to  see  rising  tensii 
the  decades  ahead  between  high- 
ing  low-income  nations  seeking 
economic  growth  and  developed  n 
intent  on  curbing  the  gi-eenhouse  < 


THE  JOB  MARKET 
LOOKS  BEHER  FROM 
THE  CORNER  OFFICE 

Although  middle  managers  ar 
suffering  from  corporate  do 
ing,  the  job  market  for  top  exec 
brightened  last  year  both  in  th( 
and  overseas,  reports  Korn/Feiry 
national,  an  executive  search  fir 
Vv^orldwide  survey  of  major  client 
cates  that,  for  the  first  time  i 
years,  demand  for  senior  exec 
earning  at  least  $100,000  a  year  i 
all  four  international  regions  it  c( 
Last  year's  gains  in  top-manag 
hiring  ranged  from  4%  in  the  U. 
7%  in  Europe  to  9%  in  Asia  and 
Latin  America.  By  contrast,  demj 
senior  executives  in  1991  fell  9% 
U.S.  and  23%  in  Europe.  Th( 
attributes  Latin  America's  strong 
ing  last  year  to  rapid  economic  g 
such  countries  as  Mexico  and  Ch 
the  need  to  prepare  for  the 
American  Free  Trade  Agreement 


THE  YANKS  ARE  COMII 
—TO  BUY 

FOREIGN  COMPANIES 

A marked  role  reversal  took  p 
international  acciuisition  acti^ 
volving  American  companies  las 
According  to  Merrill  Lynch  Bi 
Brokerage  and  Valuation  division, 
keeps  tal)s  on  merger  activity,  U.  I 
panies  flexed  their  financial  mus 
announcing  a  record  403  foreign  ; 
tions  valued  at  SI  million  or  mc 
66%  from  1991. 

By  contrast,  similar  acquisit 
U.  S. -owned  companies  by  foreig 
chasers  sank  to  an  eight-year  low 
last  year.  The  sharpest  decline 
number  of  acquisitions  was  pos 
Japan,  which  announced  only  ] 
chases,  compared  with  30  in  199] 
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UNTIL  NOW,  SOME  THOUGHT  LUXURY  IMPORTS  WERE  BETTER  ENGINEERED. 

CHANGE 

Introducing  the  Cadillac  Seville  STS  with  the  Northstar  System.  At  its  heart  is  a  295-hp  V8  so  advanced, 

IS  ON  THE 

its  first  scheduled  tune-up  is  at  100,000  miles.  At  60  mph,  its  Road-Sensing  Suspension  reads  the  contours  of 

HORIZON 


the  road  one  inch  at  a  time.  Further  enhancing  driver 


confidence,  Traction  Control  helps  limit  unwanted 


100,000  miles  between 
scheduled  tune-ups:  the 
equivalent  of  four  trips 
around  the  world. 


wheel  spin  at  any  speed.  And  dual  air  bags  complement  the  inherent  safety  of  the  Seville  STS,  which  even 


passes  1997  federal  side-impact  standards. 


SEVILLE  STS. 


CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 


BucMetpAmenia' 
EMGMCorp  All  Rights  Reserved. 
I.  SEVILLE.  NORTHSTAR.  CADILLAC. 
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Don't  worry  if 
you  miss  the 
Hannover  Fair. 
Your  competitors 
will  let  you  know 
all  about  it. 


They'll  be  joining  the  thousands  o1 
American  and  Canadian  executives,  engi- 
neers and  managers  who  travel  tc 
Hannover  each  year  to  attend  the  world's 
most  comprehensive  showcase  of  in- 
dustrial equipment,  components  anc 
systems.  6,000  companies  from  around 
the  globe  will  demonstrate  their  latesi 
innovations.  Whether  you're  buying  oi 
selling,  studying  international  markets  oi 
new  technologies,  HANNOVER  FAIR '92 
is  the  place  to  do  it.  Just  ask  your  com- 
petitors. 


Automation 
Technology 

Power  Transmission 
and  Control 

Electric  Energy 
Technology 

Energy  and  Environ- 
mental Technology 

Installation  Technol- 
ogy for  Buildings 

Lighting  Technology 

Plant  Engineering 
and  Industrial 
Materials 

Tools  and  Factory 
Equipment  ] 

Subcontracting 
and  Components 

Research  and 
Technology 

The  world  s  biggest  1 

industrial  fair 


HANNOVER 
MESSE  93 

APRIL  21-28 


I 


Furttier  information;  Hannover  Fairs  USA,  Inc.,  103  Carnegie  Center.  Princeton,  New  Jersey  08540 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ETTING  CONCERNED  ABOUT  INFLATION? 
ARNOT 


IE  YIELD  CURVE 
LAHENS  A  BIT 


the  inflation  monster  beginning  to  stir?  The  U.  S. 
conomy  is  picking  up.  Prices  of  industrial  materials 
re  surging.  Consumer  prices  jumped  in  January, 
dent  Clinton's  broad  energy  tax  sounds  inflationary. 
Japanese  yen  is  at  a  postwar  high,  and  the  protection- 
ne  of  the  Administration  is  also  a  red  flag  for  prices. 
Id  you  worry? 

lax.  With  so  much  underutilized  labor  and  capacity, 
here  and  abroad,  the  conditions  for  a  sustained  accel- 
)n  of  inflation  are  unlikely  to  develop  before  1995— if 
That's  especially  true  if  President  Clinton's  budget 
becomes  law.  The  package  is  mildly  stimulative  this 
and  in  early  1994,  but  afterward,  it  is  somewhat 
actionary— and  thus  disinflationary. 

On  that  point,  the  bond  mar- 
ket agrees  wholeheartedly.  On 
Feb.  23,  the  rate  on  30-year 
Treasury  bonds  closed  at  6.82%, 
the  lowest  since  their  regular  is- 
suance began  in  1977  (page  28). 
As  a  result,  the  yield  curve  for 
Treasury  secui'ities,  the  relation- 
ship between  yields  and  matur- 
ities, has  flattened  since  election 
day  on  Nov.  3  (chart).  Moreover, 
the  explosive  rally  that  has 
id  yields  down  nearly  a  full  percentage  point  in  only 
months  may  still  have  room  to  run. 
e  rally  reflects  a  sea  change  in  bond-market  atti- 
..  The  bond  gods  are  finally  getting  a  whiff  of  some- 
they  have  demanded  for  years:  a  serious  attempt  to 
16  federal  deficit.  That  kicks  away  the  last  prop  un- 
iflationary  expectations,  which  have  held  long-term 
3st  rates  stubbornly  high  for  so  long. 

E  FED  With  high  hopes  that  Clinton's  budget 
i  COOL      package  will  fare  well  on  Capitol  Hill,  the 

HEELS  bond  market  senses  that  the  U.  S.  econo- 
*  "w"  my  is  on  the  road  to  a  low-inflation,  low- 
3St-rate  chmate  not  seen  since  the  1960s.  If  so,  long 

have  further  to  fall.  Historically,  bond  yields  have  av- 
id about  3  percentage  points  above  inflation.  At  3% 
ion,  the  30-year  yield  has  room  to  approach  6%. 
deral  Reserve  Board  Chairman  Alan  Greenspan  said 
uch  during  his  twice-yearly  testimony  on  monetary 
/.  He  also  said  that  because  of  the  slack  in  resource 
ation,  the  economy  can  grow  "relatively  rapidly"  in 
ear  term  without  igniting  inflation, 
w  rapidly?  Look  at  it  this  way.  In  the  long  run,  the 
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CONSUMER  INFLATION 
IS  STILL  SNOOZING 
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economy  is  able  to  grow  about  2%  to  2.5%  without  push- 
ing up  inflation.  But  even  with  the  recent  pickup  in 
growth,  the  actual  level  of  real  gross  domestic  product  is 
still  far  below  its  potential  level.  Because  of  that  gap,  real 
GDP  could  grow  at  a  4%  pace  for  two  years  before  breed- 
ing serious,  economywide  price  pressures. 

All  this  plays  directly  into  the 
Fed's  hands.  The  promise  of  low 
inflation  and  deficit  reduction  al- 
lows the  central  bank  to  sit  back 
and  put  its  feet  up,  while  the 
bond  market  provides  far  more 
stimulus  than  the  Fed  ever  could 
for  the  purpose  of  offsetting  the 
pain  of  higher  taxes  and  spend- 
ing cuts.  As  a  result,  monetary 
policy  may  be  on  hold  for  months 
to  come. 

Even  with  Fed  policy  unchanged,  a  cut  in  banks'  prime 
lending  rate  cannot  be  ruled  out.  The  spread  between  the 
prime  and  banks'  cost  of  fimds  is  still  historically  high,  and 
because  of  the  drop  in  long-term  rates,  the  Treasury  se- 
curities that  banks  had  gorged  themselves  on  are  not  as 
profitable  as  before.  Consequently,  banks  face  greater 
competitive  pressure  to  attract  private-sector  borrowers. 
That  will  be  especially  true  in  the  easier  regulatory  envi- 
ronment that  Clinton  promised  on  Feb.  23. 

MEDICAL  Prices  pressiu-es  are  hard  to  see  in  any  of 
COSTS  RISE    the  latest  data.  Although  the  consumer 

MORE  price  index  rose  a  disconcerting  0.5%  in 

SLOWLY  January— even  excluding  food  and  ener- 
gy—the CPI  rose  only  0.1%  in  December.  Over  the  past  six 
months,  there  is  no  acceleration  in  either  the  total  CPI  or 
in  the  nonfood,  nonenergy  core  index.  Over  the  past  year, 
core  inflation  remains  in  a  downtrend  (chart). 

Even  stul)born  medical  inflation  shows  signs  of  retreat- 
ing. Costs  are  still  rising  faster  than  overall  inflation, 
but  the  annual  pace  has  fallen  to  6.6%,  the  slowest  rate  in 
AY'  years.  It  should  slow  further,  given  the  Administra- 
tion's efforts  to  control  health-care  costs. 

The  most  inflationary  part  of  the  President's  plan  is  the 
energy  tax.  However,  most  economists  say  the  direct  ef- 
fects will  be  very  small— perhaps  0.2  to  0.4  percentage 
points  added  to  the  annual  inflation  rate  when  the  tax  is 
fully  phased  in  by  1996.  Also,  competitive  pressures  in  a 
less-than-robust  economy  will  prevent  nonenergy  compa- 
nies from  passing  through  a  large  portion  of  the  tax. 
Looking  broadly,  restructuring  and  attempts  to  cut 
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ELECTION  EUPHORIA 
WEARS  OFF 


costs  and  boost  productivity  in  the  service  sector  will 
continue  to  hold  down  unit  labor  costs  and  retard  service 
inflation.  And  stiff  international  competition  will  keep 
goods  inflation  in  check,  as  long  as  sweeping  protectionist 
measures  are  avoided,  which  for  now  seems  likely. 

CONSUMER  The  outlook  for  inflation  is  upbeat  even 
CONFIDENCE  with  the  faster  pace  of  the  industrial  sec- 
TAKES  tor.  That's  because  orders  and  output  still 

^  ^'^  have  a  long  way  to  go  before  they  begin 

to  strain  capacity.  Although  operating  rates  are  on  the 
rise,  they  remain  firmly  below  the  83%-to-85%  range  usu- 
ally associated  with  upward  price  pressures. 

Goods  producers  have  looked 
increasingly  healthy  since  Sep- 
tember. Industrial  production  has 
risen  for  four  months  in  a  row. 
In  January,  it  posted  a  0.4% 
gain,  while  output  in  manufac- 
turing jumped  0.6%. 

Resilient  demand  should  keep 
factory  assembly  lines  busy  in 
coming  months.  True,  new  or- 
ders for  durable  goods  dipped 
1.7%  in  January,  but  the  loss 
hardly  reversed  the  9.6%  surge  in  December  bookings. 
Also,  unfilled  orders  edged  up  0.4%  in  January,  after  a 
0.3%  rise  in  December. 

Further  orders  gains  are  likely,  given  continued  strong 
reports  from  retailers  on  consumer  buying.  Although  the 
Conference  Board's  index  of  consumer  confidence  dropped 
nearly  eight  points  in  February,  to  68.5  (chart),  the  decline 
probably  reflects  subsiding  election  euphoria  and  the 
month's  highly  visible  layoff  announcements  at  a  few 
large  companies.  Also,  the  survey  was  taken  before  Clin- 
ton's Feb.  17  economic  message,  which  households  re- 
ceived favorably. 

In  addition,  recessions  in  other  industrial  countries 
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have  not  yet  triggered  a  slowdown  in  foreign  demand 
December,  U.  S.  exports  jumped  4%,  to  a  record  of  $: 
billion.  Imports  also  rose,  but  by  a  smaller  2.5%,  to  $ 
billion.  As  a  result,  the  merchandise  trade  deficit  : 
rowed  to  $7  billion,  from  $7.3  billion  in  November. 

After  adjusting  for  prices,  exports  grew  at  an  imp 
sive  24%  annual  rate  last  quarter.  Poor  seasonal  adj 
ments  may  have  exaggerated  that  advance,  but  ever 
foreign  trade  remained  a  solid  contributor  to  U.  S.  gro, 
at  the  end  of  1992.  | 

That  should  change  this  year  as  the  downturns  abi 
finally  hit  the  demand  for  American  goods  and  as  the  I 
recovery  draws  in  more  imports.  In  particular,  the 
posed  investment  tax  credit  will  lift  imports  of  ca; 
goods  even  as  it  boosts  orders  for  U.  S.-made  equiprr 

Historically,  the  weakness  of 
the  U.  S.  dollar,  especially  against 
the  Japanese  yen,  would  cause 
the  inflow  of  imports  to  be  in- 
flationary. But  this  time,  past 
may  not  be  prologue.  The  abun- 
dance of  unused  capacity  all  over 
the  world  suggests  that  many 
companies  will  have  to  forgo 
price  hikes  in  order  to  defend— or 
expand— market  share. 

Indeed,  despite  the  new  verve 
in  manufacturing,  a  lot  of  production  capacity  ren 
under  wraps  in  the  U.  S.  In  January,  the  operating 
for  all  industry  rose  to  79.5%,  from  79.3%  in  Decen 
That's  still  way  below  the  83.8%  reading  hit  just  h 
the  1990-91  recession  (chart). 

Increased  competition— both  global  and  domestic- 
well  prove  as  fierce  a  deterrent  against  inflation  as  an 
tion  taken  at  the  Fed  or  on  Capitol  Hill.  That's  not  t< 
the  inflation  beast  will  never  roar  again.  But  for  the 
few  years,  the  monster  seems  incapable  of  letting 
much  more  than  a  whimper. 
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THE  WEEK  AHEAD 


NAPM  SURVEY 


Monday,  Mar.  1,  10  rum. 
The  National  Association  of  Purchasing 
Management's  index  of  industrial  activity 
in  February  was  probably  little  changed 
from  its  January  reading  of  .58%. 

CONSTRUCTION  SPENDING  

Monday,  Mar.  1,  10  (um. 
Construction  spending  likely  rose  by 
0.5%  in  January,  say  economists  polled 
by  McGraw-Hill  Inc.'s  MMS  International. 
In  December,  outlays  were  flat. 

PERSONAL  INCOME  

Monday,  Mar.  1,  10  a.m. 
Personal  income  increased  0.4%  in  Janu- 
ary, on  top  of  a  1%  jump  in  December, 


say  the  MMS  economists.  But  the  ab- 
sence of  December's  special  factors,  such 
as  early  bonuses,  may  mean  January  in- 
come declined.  Consumer  spending  like- 
ly rose  0.4%  in  January  as  well,  after  ad- 
vancing 0.5%  in  December. 

LEADING  INDICATORS  

Tuesday,  Mar.  2,  8:30  a,m. 
The  government's  index  of  leading  indi- 
cators probably  fell  0.2%  in  January,  but 
it  had  surged  1.9%  in  December. 

NEW  SINGLE-FAMILY  HOME  SALES 

Tuesday,  Mar.  2,  10  a.m. 
New  homes  likely  sold  at  an  annual  rate 
of  (}42,rK30  in  January,  say  the  MMS  econ- 
omists. In  December,  sales  jumped  by 
6.3%.  to  a  656,000  pace. 


FAaORY  INVEHTORIES 


Thursday,  Mar.  h,  10  a.ni. 
Inventories  probably  fell  0.5%  in  Ja 
after  dropping  0.9%  in  December. 


EMPLOYMEHT 


Friday,  Mar.  5,  8:30  a.  m. 
The  MMS  report  projects  that  noi 
payrolls  increased  by  125,000  jo 
February.  Employment  gained  K 
jobs  in  January.  The  unemployment 
likely  stayed  at  Januai-y's  7.1%. 

IHSTALLMENT  CREDIT  

Friday,  Mar  5 

Consumers  probably  added  $1.5  bil 
debt  in  January  on  top  of  the  larg 
billion  borrowed  in  December. 
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"King  George  IV  was  up  here, 
hack  in  1822. 
He  would  drink  nothing  hut  The  GlenHvet: 


 What  is  a  single  malt  Scotch?   

*  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  single 
distillery.  Not,  like  most  Scotch  today,  a  blend  oj  many  whiskies.  The  Glenhvet 
ingle  malt  Scotch  whisky  should  therefore  he  compared  to  a  chateau-bottled  wine. 
Blended  Scotch  is  more  like  a  mixture  oJ wines  from  dijjerent  vineyards. 


■  Sandy  Milne, 
our  Resident  Sage. 


AS  Majesty  was  gracing 
Scotland  with  a  state  visit  at 
the  time.  He  brought  with 
him  a  powerful  thirst  for  The 
Glenhvet  single  malt  Scotch. 

As  his  host's  daughter,  Eliza- 
beth Grant,  recorded  in  her 
memoirs:  "Lord  Coryingham, 
the  Chamberlain,  was  looking 
everywhere  for  the  pure 
Glenhvet  whisky:  the  King 
drank  nothing  else." 

A  bottle  was  swiftly  brought 
up  from  the  cellar  and  pressed 
into  the  king's  hands.  "What  is 
not  recorded,"  says  our  own 
Sandy  Milne,  "is  whether  His 
Majesty  gave  anyone  else  a  sniff 
of  the  stuff." 


The  Glenlivet. 
The  Father  of  All  Scotch. 


©1992  Imported  bv  The  Glenlivei  Distillina  Comoanv  NY   NY  12-vear.old  sinale  malt  Scolch  whiskv  Ale  43%  hv  vnl  (Rfi  nrnntl  The  RIpnIiuet  is  a  rpnictoroH  traHomark 
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TECHNOLOGY  POLICY  I 


MARCH 


(PRETTY)  GOOD 
KARMA  IN  THE  VALLEY 

AND  WHY  NOT?  BILLIONS  WILL  BE  PUMPED  INTO  CLINTON'S  HIGH-TECH  PLAN 


Last  September,  for  a  mere  $5,000 
per  couple,  Silicon  Valley  execu- 
tives got  hominy  grits,  black-eyed 
peas,  and  a  question-and-answer  session 
with  Bill  Clinton.  By  far  the  most  persis- 
tent question-asker  was  candidate  Clin- 
ton himself.  "The  thing  that  impressed 
me  most,"  remembers  host  Sanford  R. 
Robertson,  a  San  Francisco  investment 
banker,  "was  his  ability  to  really  listen." 

He  must  have  listened  well.  When 
President  Clinton  returned  to  Northern 
California  on  Feb.  21  to  sit  down  to  a 
salmon-and-risotto  dinner  with  many  of 
the  same  high-tech  executives,  he  un- 
veiled a  $17  billion-plus  technology 
spending  program  that 
was  just  what  they  had 
ordered.  "We  helped 
write  it,"  crows  John 
Sculley,  chairman  and 
chief  executive  of  Apple 
Computer  Inc.,  who  had 


been  granted  a  seat  beside  First  Lady 
Hillary  Rodham  Clinton  to  witness  the 
Feb.  17  economic  address.  "How  could 
we  find  anything  wrong  with  it?"  he 
asks,  comparing  the  initiative  to  Presi- 
dent John  F.  Kennedy's  program  to  put 
a  man  on  the  moon. 
DEJA  vu.  The  Clintech  program  will 
hardly  be  so  dramatic.  Yet,  it  does  repre- 
sent the  biggest  change  in  federal  tech- 
nology policy  since  World  War  II.  Under 
the  post-cold-war  plan,  billions  will  be 
shifted  away  from  defense  and  "big  sci- 
ence" research  and  pumped  into  environ- 
mental and  commercial  technologies. 
Projects  such  as  the  "information  super- 


CLINTECH:  HOW  THE 

PRESIDENT  PROMISES  TO 
CHARGE  UP  U.S.  TECHNOLOGY 


highway"  promise  to  hasten  th 
when  rivers  of  data  will  flow  ai 
speed  between  homes,  schools,  c 
and  laboratories. 

Inevitably,  plenty  of  people  an 
ing  things  wrong  with  the  Clintor 
age.  Unreconstructed  laissez-fain 
talists,  who  never  liked  Clinton  ai 
see  the  plan  as  further  evidence  tl 
Democrats  are  aiming  the  couni 
ward  economic  ruin.  Even  high-te 
ecutives  who  unabashedly  back  h 
finding  nits  to  pick. 

Nonetheless,  the  emerging  con; 
in  Silicon  Valley  and  elsewhere  i 
Clinton's  technology  proposals  are 
sonable  approa 
gearing  the  U. 
the  information 
my  of  the  21st  c( 
"The  government 
ing  to  put  money 
it's  up  to  industrj 


EXPAND  ROLE  OF  NATIONAL 
INSTITUTE  OF  STANDARDS 
&TECHNOLOGY  INTO  FACTORIES 
STRATEGY:  Encourage  computer-aided 
manufacturing;  fund  research  at 
companies;  double  in-house  research 
SPtNDiNG,  1994-97:  $  1.3  billion 
COMMENT:  Big  boost  for  agency  traditionally 
concerned  v^ith  setting  standards 


CUTTAXESFORR&D 

STRATEGY:  Make  the  R&D  tax  credit 

permanent;  cut  capital-gains  taxes  for  small 

businesses  that  make  long-term  investments 

REVENUE  REDUaiON,  1994-97: 

$6.4  billion  for  R&D  tax  credit 

$467  million  for  small-business  tax  cut 

COMMENT:  Clinton  stumped  with  permanent 

R&D  tax  break  to  win  over  Silicon  Valley 


RESEARCH 


PUTALIDON  BIOSCIENCE 

STRATEGY:  Stretch  out  funding  for  s 
ducting  supercollider  in  Texas; 
station  and  replace  it  with  a  ch 
SPENDING  REDUaiON,  1994-97:  $  1  08  n 

supercollider 

$2.1  billion  for  space  station 
COMMENT:  Emboldens  Big  Scienc( 
Congress 

DATA:  WHITE 
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it,"  says  Roger  W.  John- 
:eo  of  Western  Digital 

in  Irvine,  Calif.  "It 
t  create  a  huge  bureau- 

that's  counter  to  our 
ye  and  could  stifle  indi- 

initiative." 

,ead,  the  Clinton  plan 
;o  reinvent  existing  pro- 
and  agencies  to  make 
more  responsive  to  in- 
and  the  economy.  Ideas 
s  making  permanent  the 
ch  and  development  tax 
,  shifting  government 
•om  defense  to  commer- 
)plications,  and  building 
hnology  infrastructure" — all  keys 
Clinton  plan  (table) — are  proposals 
dvocated  by  industry  groups  such 
Computer  Systems  Policy  Project 
lie  privately  funded  Council  on 
•titiveness.  "We've  been  talking 
these  things  for  12  years.  The  dif- 
3  is,  they're  supported  this  time," 
ndrew  Procassini,  president  of  the 
inductor  Industry  Assn. 
fARE  CREDIT.  Although  the  out- 
n  the  Clinton  program  are  clear, 
?tails  remain  fuzzy.  The  multi- 
dollar  program  includes  a  complex 
redirected  and  new  R&D  spending 
3entives  over  the  next  five  years, 
iide  high-speed  data  networks  and 
osts  in  basic  research  at  the  Na- 
Science  Foundation,  for  example, 
billion  to  upgrade  the  Social  Secu- 
id  Internal  Revenue  Service  com- 
iystems.  The  biggest  chunk  is  -$6.4 
in  R&D  tax  credits.  The  controver- 
.4  billion  supercollider  project  in 
will  be  slowed,  while  NASA's  $30 


FRIENDLY  TURF:  CLINTON  AND  GORE  AT  SILICON  GRAPHICS'  OFFICES 


billion  space  station  will  be  completely 
redesigned  to  be  far  cheaper. 

Of  course,  to  evaluate  Clinton's  tech- 
nology plan,  executives  must  factor  in 
his  broader  economic  program,  particu- 
larly new  taxes  and  tax  breaks.  Compa- 
nies such  as  Apple  and  Hewlett-Packard 
Co.  will  benefit  from  a  proposed  two- 
year  investment  tax  credit.  But  the  cred- 
it offers  software  companies — where 
highly  skilled  labor,  not  machinery, 
makes  up  the  vast  bulk  of  expenses — no 
new  goodies. 

Meanwhile,  capital-gains  tax  breaks 
would  apply  to  companies  capitalized  at 
$25  million  or  less.  And  long-term  invest- 
ment tax  credits  also  favor  small  compa- 
nies. Some  in  the  Valley  feel  that  to  the 
President,  small  means  microscopic. 
"Clinton's  got  a  model  of  the  world  that 
comes  from  Arkansas,"  says  Kieth  E. 
Sorenson,  chief  executive  of  RasterOps 
Corp.,  a  $100  million  computer  graphics- 
hardware  company.  "He  thinks  $25  mil- 
lion is  big.  [Tax  credits]  need  to  go  up  to 


.■^I00  million."  Others  see  star- 
tups as  losers.  "A  lot  of  guys 
aren't  even  making  enough 
money  to  pay  taxes.  So  a  tax 
credit  is  of  questionable  val- 
ue," says  Louis  A.  Green- 
haum,  chief  executive  at  KOR 
Electronics. 

'HIGH-TECH  PORK.'  Then  there 
are  the  Silicon  Valley  execu- 
tives who  believe  the  Clinton 
tech  plan  is  a  nightmare  come 
true.  Thomas  W.  Weisel,  chair- 
man and  chief  executive  offi- 
cer at  the  stock-trading  firm 
Montgomery  Securities,  notes 
that  the  flow  of  capital  into 
small  companies  and  technology  compa- 
nies quadrupled  during  the  1980s  and 
has  doubled  during  the  past  three  years. 
By  overtaxing,  overspending,  and  get- 
ting the  government's  nose  in  what 
should  be  the  private  sector's  business, 
Weisel  feels,  Clinton  "is  really  going  to 
kill  the  economy."  And  T.J.  Rodgers, 
chief  executive  at  Cypress  Semiconduc- 
tor Corp.,  says  the  Clinton  technology 
plan,  and  Silicon  Valley's  support,  is 
merely  a  variation  on  an  old  Democratic 
Party  theme:  "We're  now  going  in  for 
high-tech  pork  instead  of  low-tech  pork." 

Even  the  most  ardent  Clinton  support- 
ers worry  that  Congress  lacks  tl"ie  disci- 
pline to  make  the  cuts  necessary  to  pay 
for  his  "investments"  in  technology.  If 
total  spending  is  not  cut,  if  the  deficit  is 
not  significantly  reduced,  they  say,  no 
technology  initiative  will  make  the  U.  S. 
more  competitive  in  the  world  economy. 

Bi/  Russell  Mitchell  in  Scni  Fraiiciseo, 
with  Juhn  Care II  in  Washington  and 
bureau  reports 


MENTAL  ISSUES 

e  the  EPA  and  other  agencies 
ivironmental  technologies; 
rch  on  global  warming; 
an  cars 
■97:  $2  billion 

ministration  sees  green  tech- 
growth  area  for  U.S.  industry 


MORE  MONEY  FOR  COMPUTERS 
AND  COMMUNICATIONS 

STRATEGY:  Fund  development  of 
supercomputers  and  advanced  data 
networks;  give  pilot  grants  to  schools  and 
libraries  for  networking  and  distance 
learning 

SPENDING,  1994-97:  $2  billion 
COMMENT:  Al  Gore's  baby 


BULK  UP  FUNDING  TO  NATIONAL 
SCIENCE  FOUNDATION 

STRATEGY:  Through  increased  grants  to 
universities  for  R&D,  retain  leadership  role 
for  U.S.  in  science,  mathematics,  and 
engineering 

SPENDING,  1994-97:  $2.3  billion 
COMMENT:  Deflects  fears  that  the 
Administration  will  neglect  basic  science 


ECONOMIC  POLICY  I 


SALOMON'S  BOND  DESK:  "EXTREMELY  LARGE  FLOWS  OF  CASH"  ARE  RUSHING  INTO  THE  MARKET 


FOR  BOND  TRADERS, 
IT'S  THE  BEST  OF  TIMES 


Their  customers'  response  to  Clinton's  economic  plan  was  explosive 


At  4:30  a.m.,  the  morning  after 
President  Bill  Clinton  outlined 
his  tax-and-slash  economic 
l)lan,  Jerry  Harris  rushed  to 
his  Montgomery  (Ala.)  of- 
fice to  gear  up  for  the 
bond  market's  opening. 
Harris  manages  $500  million  in  debt  for 
First  Alabama  Bank,  and  he  knew  big- 
time  action  was  in  the  offing.  How  big, 
he  couldn't  have  guessed.  Bond  prices 
soared  over  the  next  five  trading  days, 
sending  interest  rates  plunging  to  6.83' ' 
on  Fel).  23,  before  backing  up 
slightly  to  6.89?;  the  next  day. 
"I  have  to  give  Bill  Clinton  a 
lot  of  credit  for  focusing  on 
the  right  issue,"  says  Harris. 
"Deficit  reduction." 

True,  Clinton's  economic 
plan — featuring  steep  tax  in- 
creases and  moderate  spend- 
ing cuts — is  drawing  mixed 
reviews  from  business.  Exec- 
utives uniformly  applaud  the 
attempt  at  deficit  taming,  al- 
though many  reject  the  new 
energy  and  income  taxes  Clin- 
ton proposes  to  do  the  job. 

But  to  bond-market  inves- 
tors, who  collectively  are 
more  powerful  than  the  Fed- 
eral Reserve  in  determining 


long-term  interest  rates,  the  jjroposal 
seems  the  stuff  of  dreams.  Clintonomics, 
says  this  crowd,  should  temper  the  econ- 
omy's comeback  and  keep  inflation  low. 
A  huge  tax  hike  "in  a  weak  recovery 
means  the  recovery  will  falter,"  says 
David  Glen,  portfolio  manager  of  the 
.•\.\RP  GNMA  &  U.  S.  Treasury  Fund. 

Although  not  a  recipe  for  another  re- 
cession, economists  agree  that  the  Clin- 
ton plan  certainly  will  slow  economic 
growth  from  1994  to  1997.  Gross  domes- 
tic product  should  increase  by  3.3''''  this 
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year,  spurred  in  part  by  the  Adminis 
tion's  $30  billion  short-term  econc 
stimulus  package,  says  Mark  Za 
economist  at  Regional  Financial  A 
ciates  Inc.  After  that,  the  impact  of 
hikes  and  spending  cuts  could  slast 
most  a  full  percentage  point  off  gro 
by  1995. 

Unless,  that  is,  the  bond-market  i 
keeps  going.  Then,  a  lucky  Bill  Clii 
has  hit  the  economic  jackpot:  a  lo 
deficit  and  stronger  economy.  Every 
centage-point  decline  in  long-term  ir 
est  rates  adds  some  $100  billion  to 
economy  over  two  years,  estimates 
vid  Wyss,  an  economist  at  DRi/McGi 
Hill. 

MORE  ORDERS.  That's  because  lowei 
terest  rates  lift  exports  by  keepingi 
dollar's  value  competitive  and  a, 
homeowners  and  businesses  to  refinj 
loans  at  cheaper  rates.  Lower  rates 
drive  down  the  cost  of  new  investir 
especially  when  coupled  with  the  Ad 
istration's  Investment  Tax  Credit 
new  equipment  and  machinery.  i\ 
trian  Inc.,  a  $35  million  maker  of  l| 
tech  telecommunications  ecjuipro 
does  not  expect  much  of  a  direct  be 
from  the  ITC.  But  Chief  Execi 
Woody  Rea  says  the  credit  "will  h( 
lot  of  our  customers  who  build  the  i 
structure  for  wireless  communicatic 
-_which  means  more  orders  for  Spect 
Not  that  such  matters  of  comn 
concern  bond  folks  much:  For  them 
self-fueling  rally  is  a  money-makinj 
portunity.   Every   new   high  in 
prices — and    corresponding  lov: 
yields — brings   in   more  cash.  M 
funds,   pension  funds,  and  insui 
companies  eagerly  bid  for  bonds, 
tors  holding  mortgage-backed  secu 
and  fearing  that  another  wave  of 
nancing  would  rob  them  of  their 
dumped  mortgage  securities  and  s( 
Treasuries,  too.  Bond  dealers,  no 
pecting  a  boom  with  yields  alreai 
such  low  levels,  had  littlf 
ply  on  hand  and  scramK 
buy  product.  Investors 
especially  heartened 
Federal  Reserve  Chai 
Alan  Greenspan  told 
gress  on  Feb.  19  that  th( 
ton  plan  was  not  inflati 
(page  31). 

In  all,  say  traders  at 
investment  banks,  go 
ment-bond  business  inci 
anywhere  from  25'^  to 
IOO'a  over  the  past 
weeks.  "It's  not  hyst 
says  Denise  M.  Cumby, 
omon  Brothers  Inc.  mar 
director  in  charge  of  g 
ment  products.  "But  th€ 
extremely  large  flows  o" 


ig  into  the  market."  Many  traders 
/e  the  market  is  establishing  an  un- 
dented new  range  for  30-year  bond 
5  of  6.5%  to  1%. 

w  as  they  are,  interest  rates  won't 
ve  everyone's  doubts  about  the 
)my.  That's  why  stocks  haven't 
i  in  the  bond  market's  fun:  Instead, 
!S  ricocheted  nervously  in  the  days 
ving  Clinton's  address.  Equity  in- 
rs,  like  many  corporate  executives, 
chat  higher  taxes  will  hit  consumers 
businesses  hard.  "The  tax  in- 
es  hit  the  consumer  right  be- 
1  the  eyes  as  the  consumer  is 
getting  up  off  the  mat,"  says  Ste- 
S.  Roach,  economist  at  Morgan 
ey  &  Co. 

r  will  the  program  do  much  to  spur 
rowth,  despite  the  Clinton  Adminis- 
■n's  belief  that  its  policies  will  cre- 
)me  500,000  jobs  by  the  end  of  1994. 
cost  of  hiring  has  increased,"  says 
es  Clough,  chief  investment  strate- 
it  Merrill  Lynch  &  Co.,  "and  the 
tive  to  hire  has  iecreased." 
ce  the  mining  industry.  Clinton's 
ised  12.59?'  royalty  on  mining  pro- 
)n  on  government  lands  "will  dry 
lot  of  jobs  on  the  exploration  side," 
lains  Stanley  Dempsey,  chief  execu- 
if  Royal  Gold  Inc.,  a  Denver-based 
!xploration  company.  Miners  pre- 
that  the  royalty  will  make  new 
;  in  the  U.  S.  uneconomic  and  cut 
ecting,  as  producers  turn  to  for- 
:ountries. 

9SSES.  Then  there  are  the  proposed 
ry  cutbacks.  Trimming  the  Penta- 

budget  will  cost  at  least  1  million 
)y  1996  in  defense  industries.  And 
)lans  to  contain  health-care  costs 

take  a  toll  on  job  creation.  The 
h-care  industry  produced  some 
10  jobs  during  the  first  22  months 

current  economic  expansion;  with- 
lese  new  jobs,  payroll  employment 
it  time  would  be  down  by  14,000, 
iing  to  Edward  E.  Yardeni,  chief 
mist  at  C.  J.  Lawrence  Inc.  And 
in's  activist  agenda,  from  family 

to  health-care  reform,  is  making 
;rs  more  and  more  expensive.  In 

words,  it's  cheaper  to  purchase 
nery. 

1,  until  a  final  economic  package 
;  its  way  through  two  houses  of 
■ess  and  thousands  of  lobbyists,  its 
t  will  be  subject  to  continuous  de- 
)y  business  people,  economists,  and 
ors  (page  30).  But  bond  investors, 
ones  to  equivocate,  have  spoken 
and  decidedly:  They  like  the  plan, 
his  one  important,  if  exclusive,  con- 
ncy  could  be  the  one  to  tip  politics 
or  of  Clintonomics. 

Jeffrey  M.  Laderman  and 
opher  Fart-ell  in  New  York,  with 
a  Atchison  in  Denver,  Eric  Schine  in 
ngeles,  and  bureau  reports 


Commentary/by  Howard  Gleckman 

THE  BUDGET  NEEDS  A  MACHETE, 
NOT  A  NAIL  FILE 


mit  was  the  angora  goats  that 
did  in  George  Bush.  And  if 
Bill  Clinton  isn't  careful, 
those  same  woolly  critters 
could  destroy  his  Presi- 
dency, too. 
You  see,  the  federal 
government  subsidizes  mohair,  which 
is  angora  goat  wool,  to  the  tune  of  $48 
million  a  year.  That's  because,  back  in 
1954,  when  military  uniforms  were  still 
made  of  wool,  Wash- 
ington declared  the 
stuff  a  "strategic 
material."  Just  like, 
say,  plutonium.  Bush 
tried  halfheartedly 
to  kill  the  program, 
and  his  failure  sym- 
bolized the  fis- 
cal sclerosis  that 
wrecked  his  Admin- 
istration. Now,  it's 
Clinton's  turn.  But 
instead  of  ending  the 
boondoggle,  he  just 
wants  to  shear  it  a 
bit.  He'd  limit  the  an- 
nual subsidy  to  a 
mere  $50,000  a 
rancher,  down  from 
$150,000. 

And  that's  what's 
wrong  with  Clinton's 
proposed  spending  cuts.  It's  not  just 
that  they  are  too  modest.  The  real 
trouble  is  in  the  way  they  were  de- 
signed. Instead  of  slicing  here  and 
snipping  there,  Clinton  should  have 
tried  to  make  sense  of  government:  de- 
cide what  Washington  ought  to  be  do- 
ing, pay  for  it,  and  eliminate  the  rest. 
"The  federal  government  is  trying  to 
do  too  much,"  says  former  Congressio- 
nal Budget  Office  Director  Rudolph  G. 
Penner. 

BITTER  PILL.  Here's  one  of  several  ap- 
proaches Clinton  could  have  taken. 
First,  end  subsidies  for  consumption, 
such  as  the  interest  deduction  for 
home-equity  loans.  Second,  slash  pro- 
grams that  benefit  specific  industries 
or  regions  of  the  country  rather  than 
broad  national  interests.  Third,  limit 
middle-class  subsidies  and  aid  only 
those  who  can't  get  along  without  fed- 
eral help. 

It's  tough  medicine,  but  the  payoffs 
would  be  great.  Without  subsidies,  ex- 
ecutives would  have  to  focus  on  the 
market.  And  spending  could  be  cut 


MOHAIR  MUDDLE:  CLINTON  WANTS  TO 
CUT  THE  ANGORA  WOOL  SUBSIDY  BUT 
CAN'T  BRING  HIMSELF  TO  KILL  IT 


even  more,  producing  lower  taxes  and 
interest  rates  for  everyone. 

It's  not  enough  to  argue  that  Con- 
gress wouldn't  let  him  get  away  with 
it.  By  asking  for  so  little  from  the  Hill, 
Clinton  is  sure  to  come  away  with  even 
less.  Why  not  ask  for  twice  the  cuts 
Congress  can  stomach,  then  settle  for 
half  that  amount? 

Instead,  the  current  budget  is  loaded 
with  goodies  for  favored  industries. 

Airlines,  for  exam- 
ple, enjoy  the  bene- 
fits of  the  air-traf- 
fic control  system, 
which  is  paid  for  by 
the  taxpayers.  The 
system  badly  needs 
upgrading.  But  why 
shouldn't  airlines 
;ind  their  passengers 
pay  the  cost? 
NONSENSE.  It's  the 
same  story  with  re- 
gional subsidies. 
Washington  pays  for 
cheap  water  in  the 
West  and  helps  re- 
store eroded  beaches 
in  the  East.  It  bank- 
rolls mass  transit  in 
big  cities  and  inland 
waterways  in  the 
South.  There's  no 
good  reason  why  a  New  York  bank 
teller  should  pay  to  help  water  a  Phoe- 
nix golf  course  or  why  an  Iowa  farmer 
should  pay  to  keep  subway  fares  low 
for  a  Wall  Street  bond  trader. 

Clinton  seems  to  recognize  the  prob- 
lem. In  the  text  of  his  economic  plan, 
he  writes:  "Part  of  the  effort  to  re- 
make government  means  eliminating 
spending  that  is  unnecessary  or  waste- 
ful, that  provides  unjustified  subsidies 
to  particular  industries  or  areas  [or] 
that  goes  to  programs  that  simply  do 
not  work." 

That's  exactly  the  right  idea.  And  in 
fairness,  Clinton  has  chipped  away  at 
many  of  these  programs.  But  he  has 
boosted  others.  For  instance,  he  pro- 
poses massive  new  spending  for  re- 
search and  development  in  aircraft  and 
energy  technology.  That  inconsistency 
undermines  Clinton's  claim  to  be  the 
"change"  President.  And  it  could  doom 
his  deficit-fighting  efforts  as  well. 

Washington  Correspondent  Gleckman 
covers  budget  matters. 
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SPEAKING  AT  BOEING:  AFTER  THE  PRESIDENT'S  FRENETIC  WEEK  ON  THE  ROAD,  OPINION  POLLS  SHOW  OVERWHELMING  SUPPORT  FOR  HIS  PROCl 


PECKING  AT 

THE  PRESIDENT'S  PLAN 


A  big  package  is  almost  sure  to  pass,  so  lobbyists  are  thinking  small 


With  the  temperature  in  Chilli- 
cothe,  Ohio,  hovering  at  3F, 
President  Clinton's  advisers 
were  sure  he  would  cancel  his 
early-morning  jog.  But  on 
the  first  day  of  a  coast-to- 
coast  campaign  for  his 
new  economic  plan,  the  President  wasn't 
about  to  let  weather  or  conventional  wis- 
dom get  in  the  way.  The  determination 
Clinton  showed  on  Feb.  19  is  something 
he'll  need  in  spades  as  he  tries  to  thaw 
the  big  chill  he's  getting  from  some  busi- 
ness interests,  a  solid  phalanx  of  Repub- 
licans, and  even  a  few  stray  Democrats. 

Still,  the  President's  chances  of  suc- 
cess are  brighter  than  his  enemies  think. 
After  a  frenetic  week  that  saw  the  Pres- 
ident lobby  executives  in  Silicon  Valley, 
aerospace  workers  at  Boeing  Co.,  and 
Midwesterners  in  a  St.  Louis  mall,  public 
opinion  polls  show  overwhelming  sup- 
port for  his  plan.  Members  of  Congress, 
despite  their  collective  nervousness 
about  raising  taxes,  desperately  want  to 
reduce  the  deficit.  And  though  unhappy 
with  some  specifics,  many  business  lead- 
ers are  pleased  that  Clinton  seems  to  be 
taking  the  economy  seriously.  "It's  cer- 
tainly the  first  time  anybody  has  come 
up  with  a  credible  plan,"  says  Clinton 
backer  John  H.  Bryan,  chief  executive 
officer  of  Sara  Lee  Corp. 


Even  ardent  opponents  believe  a  big 
package  will  pass.  So  lobbyists  will  set- 
tle for  nibbling  at  the  edges.  "We  can't 
kill  it,"  says  Bryan  Little,  chief  lobbyist 
for  the  U.  S.  Business  &  Industrial 
Council.  "Our  goal  is  to  divide  up  Bill 
Clinton's  agenda  into  as  many  pieces  as 
we  can  and  delay  it  as  long  as  we  can." 
'ONE  PACKAGE,  ONE  VOTE.'  Groups  repre- 
senting the  energy,  tourism,  and  inland- 
shipping  industries  are  gearing  up  to  tell 
lawmakers  how  an  energy  tax  would 
hurt  the  economy.  The  Tax  Reform  Ac- 
tion Coalition,  composed  of  350  groups 
that  succeeded  in  getting  tax  rates  low- 
ered in  1986,  will  fight  higher  corporate 
rates.  The  National  Federation  of  Inde- 
pendent Business  will  seek  better  treat- 
ment for  small  companies. 

Clinton  has  been  pushing  the  idea  that 
the  sum  of  his  budget  is  better  than  its 
individual  parts.  The  toughest  challenge 
the  plan  faces,  says  White  House  advis- 
er Paul  E.  Begaia,  is  "holding  it  togeth- 
er. We've  got  to  make  this  one  package, 
one  vote — and  move  quickly." 

The  President  has  neutralized  much 
corporate  opposition  by  "making  a  very 
deliberate  effort  to  reach  out  to  groups, 
business  in  particular,"  says  Alexis  Her- 
man, a  senior  White  House  official.  All 
that  schmoozing  seems  to  be  paying  off. 
Some  of  the  biggest  names  in  business 


and  labor,  including  executives 
Ford,  Arco,  the  United  Auto  Wor 
and  the  AFL-CIO,  were  set  to  meet 
Clinton  on  Feb.  25  at  the  White  Hon 
announce  support  for  his  plan. 

The  White  House  is  also  enli: 
grass-roots  backing.  Gene  Kimm».  i 
chief  lobbyist  for  the  Consumer  Feii 
tion  of  America,  hopes  to  assemi ' 
coalition  of  good-government,  en\ 
mental,  and  other  liberal  groups  to  . 
out.  A  "truth  scjuad"  would  pub 
how  business  lobbies  would  benefit 
alterations.  "It's  painful  for  even 
but  the  overall  package  is  a  net  plu 
the  middle  class,"  says  Kimmelmar 

Perhaps  the  most  important  piec 
the  strategy  is  Clinton's  collabor 
with  Democratic  leaders  in  Congre 
keep  the  momentum  rolling.  In  M 
Congress  will  be  asked  to  approve  a 
get  resolution  that  imposes  a  ceilin 
next  year's  spending — even  thougl 
White  House's  official  budget  re( 
won't  be  available  until  Apr.  5. 

The  move  is  largely  symbolic,  bee 
the  actual  cuts  and  tax  changes  wor 
enacted  until  summer,  when  Conj 
begins  the  budget-reconciliation  pre 
But  it  sends  a  signal  that  the  Clintc 
and  Congress  are  serious  about  d 
reduction.  "We  want  to  lock  in 
spending  cuts  early,"  says  White  p 
lobbyist  Howard  Paster.  And  the 
is  good  legislative  management,  sii 
should  help  keep  the  Senate  and  E 
versions  of  the  budget  from  spii 
down  wildly  divergent  tracks. 

To  hold  the  plan  together,  CI 
needs  the  support  of  center-right  Lffl 
crats,  who  are  threatening  to  bolt  ulf 
more  spending  reductions  are  add 


nix.  And  the  While  Huuse  dues 
amenable  to  the  idea  of  deeper 
One  possibihty:  A  bipartisan  alli- 
with  GOP  moderates  to  cut  further, 
at  the  risk  of  losing  some  Demo- 
liberals.  "We'd  like  nothing  more 
Lo  incorporate  good  ideas  of  how  to 
le  budget  from  either  party,"  says 
a. 

;  at  the  same  time,  Clinton  will  put 


the  spur  lu  lawmakers  by  going  straight 
to  the  public.  Some  voters  are  already 
responding.  Barbara  Braxton,  58,  re- 
ceived a  call  asking  her  to  attend  the 
President's  speech  in  St.  Louis  Feb.  18 
and  to  telephone  Capitol  Hill  to  voice 
support  for  his  proposal.  "I  called  my 
Senators  and  told  them  to  stop  the  grid- 
lock and  give  the  plan  a  chance  to 
work,"  says  Braxton,  a  homemaker. 


The  White  House  is  counting  on  thou- 
sands of  Barbara  Braxtons  to  carry  the 
day.  "It  would  be  a  serious  mistake  to 
underestimate  President  Clinton's  politi- 
cal abilities,"  says  Senator  John  McCain 
(R-Ariz.).  As  long  as  the  President  can 
keep  the  calls  and  letters  flowing,  Clin- 
ton's opponents  have  reason  to  worry. 

By  Richard  S.  Dunham  in  Washington 
and  Snsan  B.  Garland  in  Chillicotke,  Ohio 


E  WOOING 

ALAN  GREENSPAN 


on  scored  a  coup  in  getting  the  Fed  chief  on  board.  Here's  how 


It  wouldn't  have  been  more 
shocking  if  a  pair  of  co-work- 
ers had  decided  to  use  the  of- 
fice Christmas  party  to  go  pub- 
lic with  a  clandestine 
affair.  There  in  the  gallery 
overlooking  the  House 
ber,  waiting  to  hear  the  Presi- 
;  Feb.  17  address  to  Congress,  were 
•y  Rodham  Clinton  and  .  .  .  Alan 
ispan? 

shington's  tongues  were  still  wag- 
two  days  later 
,  in  testimony  be- 
uhe  Senate  Banking 
littee,  the  Federal 
("ve  chairman  had 
words  for  Hillary's 
,nd's   "tax  and  in- 

plan.  Suddenly,  Re- 
:an  Greenspan  ap- 
d  to  be  falling  head 
heels  for  Democrat 

linton. 

Clinton's  economic 

Greenspan's  enco- 
s  were  the  happy 
■  of  a  months-long 
iign  to  woo  the  Fed 
nan.  As  the  Presi- 
assembled  his  pro- 
Wall  Streeters  in 
iVhite  House  and 
;ury  stressed  that 
trategy  could  suc- 
Dnly  if  long-term  in- 
.  rates  fell — and  the  key  to  lower 

was  Greenspan's  embrace.  Clin- 

deficit-bashing  rhetoric  was  de- 
i  largely  to  impress  Greenspan  and 

along  financial  markets. 

SPIN.  Now,  though.  Fed  insiders 
eginning  to  wonder  whether  sales- 
Clinton  is  using  them.  Greenspan's 
ully  hedged  statements,  while 
ng  Clinton's  plan  as  "solid"  and 
ific,"  stopped  far  short  of  an  en- 
ment.  But  that's  not  the  interpreta- 
hat  the  White  House  is  placing  on 


Greenspan's  remarks.  Clintonites  are  us- 
ing Greenspan  to  market  their  plan, 
gripes  a  top  Fed  policymaker,  "and 
they're  doing  a  good  job  of  it." 

Clinton  began  sending  out  Fed-friend- 
ly pheromones  even  before  the  election. 
During  debates,  the  Arkansan  passed  up 
chances  to  call  for  limits  on  Fed  indepen- 
dence. A  few  days  before  the  election, 
Greenspan  was  impressed  when  Clinton 
criticized  President  Carter  for  failing  to 
take  the  threat  of  inflation  seriously. 


MARRIAGE  OF 
CONVENIENCE: 
GREENSPAN, 
SEATED  NEXT  TO 
HILLARY 
RODHAM 
CLINTON  AT  THE 
PRESIDENT'S 
FEB.  17 
ADDRESS,  IS 
BACK  IN  THE 
POLICY  LOOP 


The  courtship  began  in  earnest  on 
Dec.  3,  when  Clinton  invited  Greenspan 
down  to  Little  Rock.  Policy  wonk  Clinton 
and  number-cruncher  Greenspan  or- 
dered lunch  to  keep  their  two-hour  talk- 
athon going.  A  White  House  official  who 
knows  Greenspan  says  the  Fed  chief  left 
the  meeting  relieved:  "Lo  and  behold, 
here's  this  funny-talking  guy  waddling 
in  from  Arkansas,  and  he  wants  to  talk 
about  the  deficit." 

The  President  and  the  Fed  chief  have 
met  only  once  since,  but  Clinton's  aides 


have  kept  up  the  contacts.  Treasury  Sec- 
retary Lloyd  Bentsen  has  resumed 
weekly,  breakfasts  with  the  Fed  chair- 
man, a  tradition  dropped  last  year  as 
tension  grew  between  Greenspan  and 
Nicholas  F.  Brady.  The  Fed  is  working 
closely  with  Treasury  on  measures  that 
Greenspan  says  will  "break  the  back  of 
this  credit  crunch"  plaguing  small  busi- 
ness. And  Bentsen  and  White  House 
Staff  Chief  Thomas  F.  McLarty  HI 
briefed  Greenspan  on  the  economic  plan 
before  Clinton's  speech. 
'IMPORTANT  SIGNAL.'  Greenspan  was 
planning  to  watch  the  address  on  TV — 
until  Hillary  Clinton  called  to  invite  him 
to  join  her  in  her  box.  The  Fed  chief 
worried  that  his  presence  could  appear 
to  bless  Clinton's  plan  but  decided  he 
could  not  turn  down  the  First  Lady.  Pho- 
tos of  the  two  together  sent  "an  impor- 
tant signal,"  says  White  House  Commu- 
nications Director  George 
Stephanopoulos. 

But  it's  a  signal  that 
many  Fed  officials  wish 
he  hadn't  sent.  Members 
of  Greenspan's  board  pri- 
vately call  the  Clinton 
package  "lousy"  and  wor- 
ry about  the  widespread 
impression  that  the  Fed 
will  back  the  President 
with  easier  money.  "Read 
what  Alan  said — he's  not 
making  any  commit- 
ments," stresses  a  top  of- 
ficial. Indeed,  Green- 
span's second  round  of 
congressional  testimony 
on  Feb.  23  sharply  toned 
down  his  earlier  praise. 

Greenspan's  defenders 
say  the  Fed  chief  is  going 
into  this  relationship  with 
both  eyes  open.  After 


years  of  strain  with  Bush,  he's  back  in 
the  policy  loop.  Bond  markets,  which 
tend  to  tank  at  a  hint  of  Fed-White 
House  friendship,  have  soared.  And 
should  Clinton's  sweet  talk  fail  to  work 
its  magic  on  Congress,  Greenspan  can 
always  disengage  himself  and  bump  up 
interest  rates.  Like  many  Washington 
relationships,  what  Greenspan  and  Clin- 
ton enjoy  is  a  marriage  of  convenience — 
one  that,  for  now,  benefits  both  sides. 

By  Mike  McNamee.  with  Lee  Walczak,  in 
Washington 
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DEFICn  HAWKS  I 


MAN  IN  THE  MIDDLE 
OF  THE  BUDGET  BATTLE 


Can  the  OMB's  Panetta  reconcile  new  spending  wixh  deficit  reduction? 


Ask  Leon  Panena  about  his 
reputation  as  a  deficit  hawk, 
and  the  genial  Califomian  is 
likely  to  launch  into  the  para- 
ble of  the  '50  Che\y  and 

  the  credit  card.  \Mien  he 

^^pttu"  was  IS  and  seeking  mobO- 

ity  m  Cai-mel.  Panetta  acquired  the  car 
and.  with  it,  his  first  charge  card  for 
gasoline.  The  car  was  0.  K.  But  Panetta 
recalls  that  his  father.  Carmelo.  who 
was  a  penny-pinching  Italian  immigrant, 
responded  "by  raising  hell"  when  he 
found  out  about  the  credit  card.  The  Pa- 


PANETTA 
WANTED  TO 
TRIM  $2  OF 
SPENDING  FOR 
EVERY  S  1  IN 
NEW  TAXES — 
BUT  ANYTHING 
THAT  DRASTIC 
WOULD  HAVE 
BEEN  DEAD  ON 
ARRIVAL  IN 
CONGRESS 


A.  Stockman,  began  their  lentires  this 
way  and  became  domestic  policy  power- 
houses before  flaming  out. 

Panetta.  who  counts  his  brainy  depu- 
tTi\  Alice  M.  Rivlin.  Treasun"  Secretary- 
Lloyd  M.  Bentsen.  and  National  Econom- 
ic Council  Chairman  Robert  E.  Rubin  as 
his  main  deficit-fighting  allies,  had 
hoped  to  do  bener.  The  former  chairman 
of  the  House  Budget  Comminee  com- 
piled a  long  hit  list  of  such  brain-dead 
government  programs  as  the  mainly 
nonfunctional  Appalachian  Regional 
Commission.  And  Clinton's  concern  over 

 — I  the     budget  mess   

seemed  to  point  to  an 
all-out  assault  on 
wasteful  spending. 

Wrong.  In  the  end. 
Clinton  balked  at  kill- 
ing politically  sensitive 
programs,  opting  ir.- 
siead  for  modest  pix>- 
gram  trin:?  and  jires:- 
er  tax  ;  - 
What's  n.  .c.  :  -  :• 
ed  his  plan  with  S160 
billion  in  new  spend- 
ing— er.  investment. 
That  has  critics  ques- 
tioning just  how  hard 
Panetta  may  have 
fought-  "When  Leon 
talks  about  deficits, 
it's  a  justification  for 
raising  taxes."  savs 
J  James  C.  Miller  HI. 


ion  plan  has  \-indicated  Panetia's 
mania.  Polls  show  that  nearly  6(Ff  : 
public  feels  the  President  should  i 
gone  further  in  squeezing  fat  from 
budget.  Indeed,  in  the  foiu--year  Cli; 
plan,  S122  bilUon  in  spending  cuts 
interest  sa\"ings  are  overwhelmed 
S202  bOlion  in  tax  hikes  and  user  fe 
HARD  PART.  Panetta  may  yet  sl:. 
deficit  dragon.  One  positive  sign:  ' 
has  agreed  to  push  up  the  timeta: 
the  first  congressional  vote  on  :.t 
reduction.  The  Administration  has 
expressed  a  willingness  to  considei 
additional  budget  cuts  put  forth  by 
servative  Democrats.  Prime  tar 
could  include  government  subsidy 
grams  and  urban  aid  grants,  whicl 
ceived  a  more-than-generous  boost  ii 
original  Clinton  blueprint. 

But  as  Panetta  acknowledges, 
hardest  part  comes  next:  getting 
ton's  grandiose  plans  for  expai 
health-care  access  to  iibe  with  • 


DEPUTY  OMB 
DIREaOR 
RIVLIN  NOW 
SHARES 
PANETTA'S 
PERPLEXING 
TASK  OF 
PEDDLING  A 
DISJOINTED 
PROGRAM 


netxa  family  was  strictly  cash-and-carr\". 

Thirty-sLx  years  later.  Leon  E.  Paneua 
is  director  of  the  Office  of  Management 
&  Budget,  and  his  father's  warnings 
about  credit  still  ring  in  his  memorj".  But 
this  time,  budget-watchers  are  wonder- 
ing whether  Panetta  hasn't  been  treated 
to  another  earful — this  time  for  tn^ing 
to  be  too  thrifty.  That's  because  Presi- 
dent Clinton  didn't  couon  to  his  budget 
chiei's  goal  of  trimming  S2  of  spending 
for  even-  Si  in  new  taxes.  The  reason: 
The  Administration  frened  that  deeper 
cuts  would  render  its  economic  plan 
dr..  i  ■'  i.rrival  in  Congress. 
FLAMEOUTS.  New  budget  directors  like 
10  cur..c  on  like  gangbusters.  slashing 
agency  budgets  and  striking  terror  into 
the  hearts  of  the  bureaucracy.  Some  of 
Paneita's  recent  predecessors  at  OMB. 
notablv  Richard  G.  Darmar.  and  Da\id 


OMB  chief  under  Ronald  Reagan.  "He's 
not  the  kind  of  guy  to  cut  government. 
He  wants  to  increase  it." 

Panetta  defends  his  approach.  "I  al- 
ways \iewed  del"icit  reduction  as  cutting 
spending  and  raising  revenues."  he  says. 
His  partisans,  moreover,  counter  that 
it's  too  early  to  count  their  man  out, 
Panetta  realizes  he  has  been  given  "a 
bitch  of  a  job."  demurs  former  congres- 
sional aide  John  Franzen.  "But  this  is  a 
man  with  a  mission." 

With  Repubhcans  assailing  the  Clinton 
program  as  a  recipe  for  stagflation,  and 
with  centrist  Dem.ocrats  edgy-  over  the 
mix  of  spending  cuts  and  tax  hikes.  Pa- 
netta and  Rivlin  face  the  task  of  per- 
suading Congress  to  go  along  with  a 
disjointed  program.  But  Panetta  says 
he's  undeterre<i 

In  a  sense.  •  ..;v::-.  :o  the  Clin- 


deficit  reduction.  "Jr.- 
step,"  he  says  of  the  CI::.: 
plan.  "Health  care  vni]  be  m.uch  tou 
because  the  special  interests  are 
more  entrenched." 

Panetta  is  cc:v     -    ■    -  ■ 
deficit  isn't  ir..:    -  :•. 
that  public  opuiion  w-^  gi.  c  zr^e 
new  momentum.  "If  there's  one 
the  election  showed,  it's  that  the  .A. 
can  people  are  ahead  of  Congress 
says.  True  enough.  But  as  Panetta 
izes  all  too  well,  he  and  his  Admin 
tion  allies  have  precious  little  tin 
capitalize  on  the  fickle  public's 
"We've  got  a  very  small  opportuni 
act,"  he  says.  "Otherwise,  the  plai 
be  subjected  to  a  death  of  a  xhoi 
bites."  The  same  might  'be  said 
budgetmeister. 

Bij  Pr.u'.  MccniiSfor-  s".  H'ashi, 
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Canon  plain  paper  fax  is*l 
for  one  more  reason... 


Now  save  up  to  $1,000  when  you  trade  up  to 
the  leader  in  plain  paper  fax. 


Year  after  year,  Canon  has  been  the  leader  in 
plain  paper  fax  technology  Our  exclusive  image 
processing  and  laser  printing  technology  allow  you 
to  send  and  receive  better 
looking  faxes  while  a  super- 
fast  six  second  transmission 
speed  saves  you  money  on 
long-distance  phone  charges. 
And  Canons  recyclable, 
all-in-one  supply  cartridge  makes  changing  the 
supplies  a  breeze. 

Now  you  have  the  best  reason  to  trade  up 


to  a  Laser  Class"  fax  from  Canon.  From  now  until 
June  30, 1993, you  can  trade  in  your  old  fax  and  receive 
up  to  $1,000  towards  a  Laser  Class  fax.*  Your  trade-in 
allowance  is  deducted  from  the  suggested  list  price 
of  the  model  you  select. 

We  also  make  choosing  the  right  Canon  FAX  easy 
Simply  call  1-800-OK-CANON  and  we'll  send  you 
a  Fax  Decision  Makers  Kit  plus  the  name  of  the  Canon 
dealer  nearest  you.  If  you  need  it  fast,  we'll  even  fax 
product  information  to  you. 

If  your  business  is  #1  to  you,  you  need  to  have  the 
#1  plain  paper  fax. 


 '  r—^  ,  J  


FAX-L7()0 


FAX-L775 


FAX-L7HS 


FAX-L790 


B Enjoy  easy  "Extended  payments  with  the  Canon  Credit  Card  Ask  tor  details  at 
paritcipatmg  Canon  dealers  Available  only  m  u  S 
in  allowance  varre^  based  on  the  model  you  purchase  Offer  applies  lo  our  Laser  Class  FAX-L700,  FAX-L775.  FAX-L785  and  FAX-L790only, 
•ailabie  through  participating  Canon  authorized  dealers  only,  Irom  January  4  through  June  30, 1993  Local  dealer  prices  may  vary. 


Canon 
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COMPUTERS  I 


HOW  NOT  TO  BUY 

300,000  PERSONAL  COMPUTERS 


The  Air  Force's  procurement  reforms  couldn't  prevent  a  fiasco 


Computer  makers  were  ecstatic  in 
May,  1991,  when  the  U.S.  Air 
Force  announced  phms  to  buy 
;5()0,000  personal  computers.  Not  only 
was  Desktop  IV  worth  up  to  $1  billion, 
but  the  Pentajfon  hoped  that  the  deal's 
streamlined  procurement  process  could 
serve  as  a  model  for  the  future. 

Nearly  two  years  and  no — as  in  zero — 
computers  later,  PC  makers  and  the  Pen- 
tagon alike  are  wondering  if  the  govern- 
ment can  ever  rationalize  the  Byzantine 
way  it  buys  high-tech  gear.  The  latest 
evidence  says  it  will  take  much  more 


a  single,  final  offer — no  negotiation,  no 
revisions. 

When  issued,  the  Desktop  IV  proposal 
filled  10  pages  instead  of  the  usual  150. 
It  specified  only  that  PCs  be  able  to  run 
Microsoft  Corp.'s  Windows  and  other 
standard  software.  To  make  life  even 
easier  for  bidders,  the  Air  Force  distrib- 
uted its  specs  through  electronic  bulletin 
boards  and  gave  on-line  answers  to  com- 
puter makers'  questions.  In  November, 
1991,  from  a  slate  of  22  bidders,  the  Air 
Force  awarded  the  deal  to  CompuAdd 
Corp.  in  Austin,  Te.x.,  and  Sysorex  Infor- 


HAAY,  1991 

Air  Force  invites  bids  on 
$  1  billion  contract  for 
300,000  personal  com- 
puters. It  says  it  will  stream 
line  the  procurement  pro- 
cess and  announce  a 
winnei  by  fall. 


THE 

TORTURED 
TRAIL  or 
DESKTOP  IV 

How  bidders 
and  bureaucrats 
held  up  a  big 
Pentagon  contract 

DATA  BUSINESS  WiEK 


than  good  intentions  to  cut  through  the 
costly,  many-layered  wasteland  of  pur- 
chasing red  tape. 

Consider  this:  On  Feb.  16,  the  Air 
Force  put  on  hold  its  award  of  Desktop 
IV  to  Zenith  Data  Systems  Corp.  and 
reseller  Government  Technology  Ser- 
vices Inc.  It  was  the  third  time  in  a  year 
that  sore  bid-losers  had  successfully 
thrown  sand  in  the  gears.  Now,  the  Pen- 
tagon may  have  to  start  the  process 
over  once  more.  "It  looks  like  sheer  idi- 
ocy," says  Robert  A.  Dornan,  senior 
vice-president  of  Federal  Sources  Inc.,  a 
contract  consultant  in  McLean,  Va. 
ONE  CHANCE.  Could  the  debacle  have 
been  avoided?  Air  Force  Major  Charles 
H.  Mather  once  had  high  hopes.  "The 
way  we  were  doing  it  in  the  past  was 
absurd,"  he  says.  His  plan  for  Desktop 
IV  mandated  simuler,  less  cluttered 
guidelines  to  produce  simpler,  easily 
evaluated  bids.  A  shorter  request  for 
proposals  would  deter  losers  from  tying 
up  the  contract  with  appeals  j)inned  to 
obscure  details.  And  in  a  break  from 
past  protocol,  bidders  would  submit  only 


SEPTEMBER,  1992 

Zenith  Data  Systems, 
owned  by  France's 
Groupe  Bull, 
wins  this  round. 


NOVEMBER,  1991 

CompuAdd  and  Sysorex 
Information  Systems  win 
competition.  Rivals  object, 
government  retreats  and 
restarts  contest. 


DECEMBER,  1992 

Unhappy  rivals  object 
again.  Under  fire  for  award- 
ing deal  to  foreign-based 
supplier,  the  government 
reconsiders  again.  Zenith 
contract  is  voided. 


the  act.  Representative  J.  J.  Pickle 
Tex.)  wrote  Defense  Secretary  Dick 
ney  on  behalf  of  his  constituent,  Cor 
Add.  Because  Zenith  was  French-ow 
he  said,  "we  have  grave  concerns  a 
the  security  of  data  stored  on  these  i 
puters."  The  GSA  appeals  panel  hel 
days  of  hearings,  waded  through 
pages  of  documents  and,  in  late  Dei 
ber,  told  the  Air  Force  to  give  it 
more  shot. 

BACK  IN  LIMBO.  Still  hoping  to  salva 
contract  from  the  fiasco,  the  Air  F 
reviewed  the  bids  and  split  the  o 
between  Zenith  Data  and  GTSI.  But  1 
tronic  Data  Systems  Corp.  and  Coi 
Add  objected  that  Zenith  Data  was 
ing  foreign-made  monitors  and  the 
Force  should  have  considered  awar 
the  contract  to  more  than  two  coij 
nies.  Now,  the  contract  is  in  limbo  i 
more.  The  GSA  has  until  April  to  dij 
whether  to  approve  the  award,  kill  '| 
get  the  military  to  pick  another  bid 

.C  \/''~'^  \ . 
FEBRUARY,  1993 

Air  Force  names  Zer 
winner  again,  but  this 
gives  contractor  Goveri 
Technology  Services  a 
of  the  action.  Miffed  co 
itors  quickly  cry  foul. 
ment  suspends  deal  a\ 


mation  Systems  Inc.  in  Falls  Church,  Va. 

The  new  buying  system  worked  just 
fine,  it  turned  out,  but  the  elaborate  pro- 
cesses surrounding  it  remained  seriously 
flawed.  When  the  government  purchases 
anything,  it  is  bound  by  thousands  of 
rules  designed  to  prevent  corruption  and 
favoritism.  As  soon  as  the  Air  Force 
picked  the  winners,  losing  bidders  com- 
plained that  procurement  officers  had 
erred  by  rejecting  proposals  on  minor 
technical  grounds.  Indeed,  one  bid  was 
disqualified  because  it  failed  to  include 
the  price  of  a  single  spare  part,  another 
when  a  section  was  left  blank  rather 
than  marked  "not  applicable."  The  pro- 
tests had  the  desired  effect:  In  January, 
1992,  the  GSA's  Board  of  Contract  Ap- 
peals canceled  the  award. 

That  April,  the  Air  Force  tried  again, 
requesting  new  bids  by  summer.  And  in 
September,  it  gave  the  job  to  Zenith 
Data  Systems,  a  division  of  France's 
Groupe  Bull.  Again,  losers  screamed, 
this  time  raising  the  politically  sensitive 
issue  of  foreign  ownership,  among  other 
objections.  Inevitably,  politicians  got  into 


Until  a  resolu- 
tion is  reached,  the 
military  is  stuck  buying 
most  computers  under  its  1989  De 
III  specification — a  disaster  in  its 
right.  The  winner  then,  Unisys 
which  hoped  to  gain  a  foothold 
government  PC  market.  It  bid  s( 
that  it  was  losing  money  on  each 
But  now,  PC  prices  have  plunge 
steeply  that  every  time  it  purcha 
Unisys  machine,  the  government  p 
premium — for  outdated  computers 
on  Intel  80386  processors. 

Can  the  ordeal  get  much  worse? 
if  everyone  keeps  bickering.  "The 
is  with  industry  for  spending  mon 
and  energy  in  trying  to  preven' 
award  than  in  preparing  the  best 
ble  proposal  in  the  first  place," 
Thomas  Buchsbaum,  vice-preside: 
federal  systems  at  Zenith  Data, 
vendors  sujiport  true  reform — ^ 
must  include  limits  on  endless  appO' 
Desktop  IV  will,  alas,  stand  a-  ;i 
ment  to  everything  that  can  g>i 

By  Mark  Lewyn  in  \V<isii 
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tOVERSIESI 


D  FACES  IN 
IITE  COATS 


vlass  General  oversell 
[DS  'breakthrough? 


he  news  of  Feb.  17  left  AIDS  re- 
searchers and  activists  baffled. 
Massachusetts  General  Hospital 
inced  that  a  31-year-old  medical 
at,  Yung-Kang  Chow,  might  have 

the  "Achilles'  heel"  of  Hiv,  the 
that  causes  AIDS.  A  unique,  three- 
combination  had  so  mangled  a  key 
le  in  HIV  that  it  stopped  replicating 
test  tube.  If  the  result  could  be 
ted  in  AIDS  patients,  that  would  be 
ews,  since  the  virus  spreads  by 
ig  out  replicas  of  itself.  But  while 
's  results  were  interesting,  they 
I't  new.  Researchers  had  learned  of 
xperiment  at  last  summer's  AIDS 
'ence  in  Amsterdam. 
1,  the  announcement  triggered  a 

of  publicity.  Thousands  of  calls 
d  into  AIDS  hot  lines,  drug  compa- 

and  doctors'  offices  across  the 
ry.  HIV-infected  patients  lined  up  to 


be  included  in  a  nalicjuai  200- 
patient  test,  scheduled  to  be- 
gin this  summer,  of  Chow's 
triple-whammy  drug  combo. 

Now,  AIDS  experts — as 
well  as  the  study's  authors — 
are  worried  that  the  hoopla 
has  triggered  another  round 
of  raised  expectations  that 
will  go  unfulfilled.  "It's  made 
patient  after  patient  falsely 
hopeful,"  says  Boston  physi- 
cian Calvin  J.  Cohen,  who 
treats  numerous  aids  pa- 
tients. And  Dr.  Martin  S. 
Hirsch,  a  prominent  MGH  AIDS  research- 
er who  supervised  Chow's  research,  says 
the  reaction  to  the  study  has  been  "dev- 
astating." He  says  he  regrets  the  study 
"has  been  blown  out  of  all  proportion." 
SKEPTICS.  Chow  and  Hirsch  tried  to 
avoid  hype.  In  announcing  the  study, 
they  stressed  that  the  results  were  only 
achieved  in  a  test  tube  and  could  easily 
fail  in  humans. 

But  stories  of  new  treatments  for 
AIDS  have  a  way  of  taking  on  a  life  of 
their  own.  And  some  scientists  suggest 
MGH  fanned  the  flames.  In  announcing 
their  findings,  Hirsch  and  Chow  soft- 
pedaled  an  important  detail:  The  three- 
drug  approach  worked  with  only  certain 
strains  of  HIV — variations  of  the  most 


CHOW;  ONLY  FEW  HIV 
STRAINS  ARE  AFFECTED 


common  form,  known  as  HIV- 
1 — but  it  didn't  work  against 
other  strains.  An  insidious 
feature  of  AIDS  is  its  ability 
to  mutate  and  develop  many 
different  forms. 

MGH's  use  of  the  term 
"Achilles'  heel"  also  doesn't 
sit  well  with  some.  Says  Dr. 
William  S.  Haseltine,  a  top 
AIDS  researcher  at  Harvard 
University:  "I  doubt  they 
found  the  Achilles'  heel — 
there  are  probably  lots  of 
Achilles'  heels." 
Some  competing  AIDS  researchers  also 
worry  that  the  .MGH  experiment  will  in- 
spire a  host  of  unproductive  imitations. 
Merck  &  Co.,  which  makes  pyridinone,  a 
drug  similar  to  one  of  the  three  used  in 
Chow's  combination,  is  now  under  pres- 
sure to  do  tests  similar  to  his,  even 
though  scientists  there  are  deeply  skep- 
tical of  his  approach. 

Hirsch  maintains  that  Chow's  three- 
drug  strategy  "is  the  best  approach  we 
have  yet."  Maybe  he's  right.  But  in  all 
the  excitement,  it's  important  to  remem- 
ber the  limitations  of  Chow's  study. 
Most  of  all,  it's  worth  remembering  that 
the  real  trials — with  human  subjects — 
have  yet  to  begin. 

By  Geoffrey  Smith  in  Boston 


FMENTSI 


9TECH  NEEDS  A 
iLATILITY  DRUG 


!  again,  the  entire  industry  is 
i  by  one  company's  bad  news 


)r  a  startup  biotechnology  compa- 
ly  to  justify  the  $100  million  or  so 
t  takes  to  bring  a  new  drug  to 
!t,  it  can't  think  small.  Such  compa- 
leed  the  equivalent  of  what  soft- 
developers  call  a  killer  app:  a  prod- 
0  compelling  that  customers  will 
hefty  price  for  its  benefits. 
Feb.  22,  however,  biotech  suffered 
er  expensive  reminder  that  for  ev- 
•ug  that  makes  it,  scores  of  promis- 
iller  applications  may  fall  by  the 
de.  That's  when  shares  of  Syner- 
;nc.  dropped  a  stunning  68%,  to 
I,  after  it  announced  that  Antril,  a 
designed  to  fight  sepsis,  a  deadly 
ion  syndrome,  had  fallen  well  short 
aectations  in  a  major  study, 
it  sort  of  in-your-face  volatility  is 
it  in  biotech,  where  stocks  tend  to 
more  on  uneducated  perceptions  of 
ex  science  than  on  financial  funda- 
ils.  Predictably,  the  Synergen  deba- 
int  all  biotech  stocks  into  shock 
).  Chiron  Corp.  and  Medlmmune 


in 


Inc.  watched  their  shares  drop  10%  and 
20%,  respectively.  Even  Amgen  Inc.  lost 
8%,  dropping  to  $41.50. 

Betwixt  cup  and  lip  in  this  field  is  a 
perilous  space  called  clinical  trials:  The 
best  scientific  theories  can  suddenly  go 
haywire  when  they're  applied  to  real, 
live  patients.  "This  is  the  third  company 
to  run  into  the  rocks,"  says  John  L.  Cas- 
tello,  chief  executive  of  Xoma 
Corp.,  which,  like  Centocor  Inc 
has  watched  progress  on  its  anti 
sepsis  drug  stall. 

DEADLY  EFFECT.  These  products  CRACKED 

address  a  very  real  need.  Sep-    /  BIOTECH 
sis,  which  attacks  hospital  pa 
tients  suffering  from  severe 
injuries   or   immune  sup 
pression  or  recovering 
from  surgery,  is  a  killer. 
Each  year,  half  a  m.i 
lion  patients  develop 
it,  and  100,000  die, 
most  often  when  a 
toxin  is  released  that 
wreaks  havoc  on  the 
immune  system. 


Synergen's  situation  is  not  so  dire.  In 
a  900-patient  study,  Antril,  which  works 
by  shutting  off  the  body's  inflammatory 
response  rather  than  by  neutralizing  the 
toxin,  showed  it  could  reduce  mortality 
in  severely  ill  patients  by  207'  to  25%-. 
But  an  earlier  study  had  suggested  it 
could  cut  the  death  rate  by  as  much  as 
60%. 


Centocor  tried  neutralizing  the  toxin 
with  Centoxin,  an  antibody.  But  in  trials, 
doctors  couldn't  tell  which  patients 
would  benefit  most  or  how  the  drug 
worked.  Then,  on  Jan.  18,  the  company 
revealed  that  the  drug  seemed  to  raise 
the  chance  of  death  in  some  cases.  Trials 
were  halted.  Analysts  now  see  few  pros- 
pects for  Centocor's  or  Xoma's  drugs. 


'We  think  we  have  a  real  drug 
here,"   maintains  Jon  S.  Saxe, 
Synergen's  chief  executive.  But 
Wall  Street  isn't  sure.  Oppenhei- 
mer  &  Co.'s  Jeffrey  W.  Casdin 
isn't  alone  in  questioning  wheth- 
er Synergen  will  command  the 
$3,000-per-dose  price  once 
predicted. 

It  turns  out  that  sepsis 
is  enormously  complex 
and  difficult  to  identify. 
Patients  who  develop 
it  may  be  suffering 
from  other  problems 
that  can  kill  them  be- 
fore the  drug  kicks 
in.  And  giving  such 
expensive  agents  to 
anyone  who  might  benefit  is  simply  too 
costly. 

That's  where  startup  dreams  meet 
brutal  operating-room  reality.  Reason 
enough,  once  again,  for  the  investor  to 
beware:  There  is  no  vaccine  against  sud- 
den-onset setbacks  in  biotech. 

By  Joan  O'C.  Hamilton  in  San  Fran- 
cisco, with  Joseph  Weber  in  Philadelpliia 
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AIRLINES  I 


NORTHWEST  IS  FLYING  ON  A 
THREAT  AND  A  PRAYER 


The  unions  say  they're  being  pressured  to  ante  up  to  save  the  airliiie 


Can  one  more  airline  fit  into  tiie 
U.  S.  Bankruptcy  Court's  hangars? 
Northwest  Airlines  Inc.,  which  last 
year  lost  $405  million  before  special 
charges,  has  been  heading  toward  a 
Chapter  11  filing  for  months.  To  avoid 
that,  Co-Chairmen  Alfred  A.  Checchi  and 
Gary  L.  Wilson  demanded  $900  million  in 
concessions  from  Northwest's  six  unions 
last  year.  But  as  talks  with  the  unions 
drag  on,  the  carrier  is  running  low  on 
cash.  One  source  close  to  the  board  says 
that  "if  there  is  no  deal  with  the  unions. 
Northwest  could  go  into  bankruptcy"  as 
early  as  March. 

The  question  now 
is  who  will  blink  be- 
fore bankruptcy  real- 
ly does  l;)ecome  inev- 
itable. Although 
labor  has  presented 
a  united  front  for 
months,  two  of 
Northwest's  three 
biggest  unions,  the 
Teamsters  and  the 
International  Associ- 
ation of  Machinists, 
now  may  be  willing 
to  break  with  the  Air 
Line  Pilots  Assn.  to 
forge  a  separate 
peace.  They  are 
spooked,  because  in 
bankruptcy  North- 
west would  likely 
sell  assets,  including 
several  of  its  Pacific 
routes.  The  pilots' 
contract  gives  them 
better  protection  by  forcing  airlines  that 
buy  Northwest's  !-outes  to  take  them 
along.  That's  not  the  case  for  flight  at- 
tendants and  mechanics.  As  a  result, 
their  unions  are  willing  to  settle  for  less. 

All  along,  the  unions  have  been  will- 
ing to  grant  concessions,  but  only  if 
Northwest's  banks  kick  in,  too,  and 
stretch  out  company  debt.  But  the  banks 
have  refused.  So  to  step  up  the  pressure 
on  labor,  say  union  sources,  NW.\  execu- 
tives threatened  to  file  for  Chapter  11. 

That  was  enough  for  the  machinists 
and  the  Teamsters,  who  believe  the  car- 
rier is  losing  $2  million  or  more  a  day. 
But  NW.A  can't  afford  to  let  the  threats 
become  too  public,  lest  travelers  decide 
they'll  be  safer  flying  another  airline. 


The  upshot:  Different  sources  close  to 
NW.\'s  senior  management,  none  speak- 
ing for  attribution,  give  widely  varying 
assessments  of  the  company's  future. 
"The  company  isn't  approaching  Chapter 
11,"  claims  one.  But  the  source  does  con- 
cede that  "if  labor  did  not  ultimately 
agree  to  a  package,  the  banks  may  have 
no  sympathy." 

In  mid-January,  the  unions  laid  out 
what  they  want  for  their  $900  million: 
807<  of  the  carrier's  common  equity,  plus 
one-third  of  its  board  seats.  They  also 
asked  for  veto  power  over  such  key  deci- 


may  be  tempted  to  accept  the  offer 
includes  257'  to  307f  of  the  equity 
three  board  seats.  But  the  pilots 
they  still  want  the  carrier's  banks,  w 
hold  more  than  $1.3  billion  in  debt  f 
the  buyout,  to  agree  to  reschedule 
ments.  "If  the  banks  don't  help  now, 
company  will  just  come  back  to  as 
more  concessions  next  year,  when  n 
bank  debt  comes  due,"  says  a  soi 
close  to  the  pilots. 

The  banks,  however,  hope  to  a 
making  any  concessions  at  all.  In 
cember.  Northwest's  bank  group 
ferred  $270  million  in  principal  paym< 
due  this  year.  As  part  of  the  same  p 
age.  Bankers  Trust  Co.,  which  also  h 
117  of  the  equity,  ponied  up  $50  mi 
toward  a  $250  million  bridge  loan 
helped  avert  bankruptcy.  Sources  c 
to  the  bank  group  say  they  hope 
carrier  will  get  labor  concessions  I 
find  a  way  to  raise  new  equity.  But ! 
could  be  tough:  On  Feb.  4,  klm-R 
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sions  as  asset  sales.  And  they  broadly 
hinted  that  they  want  no  more  of 
Checchi  and  Wilson,  who  became  co- 
chairmen  through  a  $3.65  billion  lever- 
aged buyout  in  1989.  Grouses  Teamsters 
President  Ronald  Carey:  "Checchi  and 
Wilson  rii)ped  this  company  off." 
TRY,  TRY  AGAIN.  The  unions  said  all 
along  that  they  would  accept  a  lot  less  if 
the  banks  and  other  groups  took  cuts, 
too.  They  turned  down  the  company's 
first  response,  which  included  Id'-'  of 
the  stock  and  three  board  seats  but  no 
sacrifices  from  creditors.  Now,  the  com- 
pany plans  to  come  back  on  Feb.  25 
with  a  better  offer  that  should  narrow 
the  gap. 

The  machinists  and  the  Teamsters 


Dutch  Airlines,  which  owns  20^ 
Northwest  and  was  considered  the 
likely  party  to  kick  in  fresh  cash,  ^ 
off  the  remainder  of  its  $400  milli( 
vestment  in  the  carrier. 

Even  if  Checchi  and  Wilson  mana 
avoid  bankruptcy.  Northwest's  via 
still  may  be  in  doubt.  The  airline' 
mestic  route  system  is  small,  ar 
once  lucrative  Pacific  routes  have 
clobbered  by  the  recession  in  Japa  ai' 
stiff  competition  from  rivals  su( 
United  Airlines  Inc.  But  that's  tl 
ture.  Right  now,  Checchi  and  VIsl 
have  more  immediate  worries. 

By  Kci'lii  Kellji  in  Chicago,  with  . 
Bernstein  in  Neir  York  and  Seth  Pai' 
Washington 
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What's  better 

than  a 
long  distance 
service  that 
gives  your 

business 
money  bacl^? 

Sen  ice  tiiat  also  gi\  es  you  wdxs 
to  make  \ our  job  easier. 

If  your  company  spends 
between  $2,U(J0  and  $50,000 
a  month  in  longdistance,  it 
pays  to  consider  signing  up  for 
ATHT Megaconi  Plus  Sen  'ice  ik  )w. 
ur  company  would  get  a  one-time  credit  on  your  long 
stance  charges-up  to  $SO,0(JO'  It's  our  way  of  welcom- 
I,  you  into  the  ATaT  Mega  corn  ■  Family.^  (If  you're  already 
^egacom  customer  you  can  still  get  big  money  back- ) 
Even  more  important,  our  Megacom  Plus  Service 
n  help  you  simplify  your  job.  Whether  you  use  regular 
isiness  lines  or  dedicated  access,  all  your  locations  and 
your  calls  (domestic,  AT&T  Calling  Card,  international 
d  USKDirect'  calls)  are  combined  into  a  single  service, 
so  making  it  simple  for  you  to  maximize  discounts. 

And  a  variety  o(  billing  choices. 


Choose  from  numerous  billing  for- 
mats, on  paper,  diskette  or  CD  ROM. 
Opt  for  the  Megacom  Plus  PC 
Billing  Package,  and  get  virtually 


complete  control  overall  yourcalhng  information  to  help 
you  analyze  your  bi  1 1  and  manage  your  business  better 

y\nd  competitix'c  pricing. 

ssj      what's  more,  Megacom  Plus Serviceoffers 
you  outstanding  value  for  the  money  To 
begin,  }()u'll  get  u.sage  volume  dis- 
counts that  save  you  more,  becau.se 
they're  based  on  your  consolidated 
billing  across  locations.  And  when  you  factor  in  Term  Plan 
savings  ( )n  t(  )p  ( )f  t hat ,  you  l  I  see  that  AT&T  is  very 
price  competitive. 

Altogether  better  long  distance  service 
I'roni  ihcAlMMcgiiconi  Fuiiiily 
of  Services. 

AT&T  offers  mid-sized  companies 
not  just  one  service,  but  an 
entire  family  ATM^ Megacom'" 
Service,  Megacom  Plus  Service 
aixl  Megacom'  Optimum  Service 

Every  member  of  the  AViT Megacom  Family  is  backed 
by  dedicated  support  teams  and  offers  the  features,  flexibil- 
ity and  value  that  mid-sized  C(  )mpanies  want. 

Our  credit  offer  is  only  go(  )d  through  -4/30/93,  so  there 
will  never  be  a  better  time  than  now  to  call  the  number  below 
for  more  information. 

There'll  never  be  a  betler  time 
to  ask  about  our  long  distance  credit, 
wortli  $2,500  to  $50,000.' 


Call  now: 

1800  858-MEGA,Ext.m 


ATsT 


xndingon  the  length  of  Term  Plan  commitmerK  t)ther  tundii  ions  and  rcsintiions  may  apply 
ullaiionby6/I8/9\  tTcdii  applied  after  firsicompktr  bill  monih  Penakics  will  apply  to  earlv  ... 
"diiapplicdafterfirsi  complete  bill  monih  PcnaliitN  will  apply  lo  early  lerminanon  Term  Planaci 
stbesignedbyV30/93 
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INSURANCE! 


CALIFORNIANS, 
PAY-AT-THE-PUMP 


IT  COMES: 
INSURANCE 


A  no-fault  scheme  financed  by  a  gas  tax  is  attracting  backers 


I 


t's  one  of  those  things  Cahfornians 
dread.  Getting  involved  in  a  car  acci- 
dent invariably  means  hefty  bills  and 
months  of  legal  wrangling,  not  to  men- 
tion the  near-certainty  of  higher  auto 
insurance  premiums.  Now,  faster  than 
you  can  say  "fill  'er  up,"  the  nation's 
most  populous  state  is  looking  at  univer- 
sal auto  insurance  by  liitting  the  insured 
where  they  are  weakest:  at  the  pump. 

It's  still  a  long  way  from  becoming 
law,  but  if  a  growing  group  of  California 
politicians  has  its  way.  the  state  could 
become  the  nation's  first  to  force  motor- 
ists to  finance  their  auto  insurance  with 
a  stiff  new  tax  on  gasoline.  Proponents 
claim  that  the  new  pay-at-the-pump  in- 
surance would  save  California  drivers  as 
much  as  $4  billion  annually  by  stripping 
away  unnecessary  administrative  and  le- 
gal costs.  It  would  also  protect  Cahfor- 
nians from  uninsured  motorists,  now  one 
in  every  four  state  drivers.  And,  like 
auto-emission  standards  and  skate- 
boards, it  could  catch  the  fancy  of  such 
states  as  New  Jersey  and  Massachu- 
setts, which  also  are  at  odds  over  how  to 
rein  in  their  soaring  insurance  costs. 

By  early  March,  Democratic  State 
Senator  Art  Torres  plans  to  submit  leg- 
islation asking  for  a  30(t-a-gallon  tax  on 
gasoline,  plus  variable  driver's-license 
and  car-registration  fees  that  reflect  the 
driver's  age  and  experience  and  the  safe- 
ty record  of  the  vehicle.  Typically,  a 
good  dri\'er  would  [jay  a 
$195  surcharge  on  reg- 
istration fees.  In  return, 
motorists  would  receive 
unlimited  medical  bene- 
fits, reimbursed  wages 
up  to  $25,000  a  year, 
and  $5,000  in  [)roperty- 
damage  coverage  on 
their  cars  (table). 
BORDER  STATES.  Be- 
cause pay-at-the-pump 
is  a  no-fault  scheme,  li- 
ability insurance  is  not 
necessary:  Drivers 
could  not  be  sued.  "The 
current  system  is  terri- 
bly inhumane,  unless 
you're  hit  by  someone 
who's  rich  and  at  fault, 
and  you  can  i)rove  it," 
says  Andrew  Tobias, 
the  financial  columnist 
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and  author  who  promotes 
the  concept  in  his  new 
book,  Aiito  Iiisitrauce 
Almi!  "And  it's  ineffi- 
cient. Americans  spend 
$100  billion  a  year  on 
auto  insurance,  and 
about  $50  million  is  wast- 
ed on  lawyers  and  sales 
commissions."  Torres, 
chairman  of  the  Califor- 
nia Senate's  Insurance, 
Claims  &  Corporations 
Committee,  got  the  idea 
for  his  bill  from  Tobias' 
106-page  paperback. 

Torres'  staff  has  field- 
ed inquiries  from  legisla- 
tors in  a  dozen  other 
states,  including  New- 
Jersey,  Maryland,  and 
the  three  states  border- 
ing California — Arizona. 
Nevada,  and  Oregon. 
That's  important  because 
having  similar  insurance 
schemes  in  neighboring 
states  would  solve  some 
nagging  problems.  For  one  thing,  driv- 
ers wouldn't  be  able  to  slip  across  the 
state  line  to  gas  up  at  bargain  prices. 
That's  not  an  insurmountable  snag  in 
California,  where  98' J  of  the  population 
lives  too  far  from  the  border  to  justify 
out-of-state  gas  nnis.  But  it  could  be 


TORRES  WILL  TAKE  HIS  PLAN, 
CLINTON-STYLE,  TO  THE  PEOPLE 


POLICY  DIFFERENCES 


How  pay-at-the-pump  car  insurance  stacks  up  against  a  conventional  policy  for  a 

30-year-old  Los  Angeles  motorist  with  no  moving  violations  who  drives  12,000 

miles  a  year  in  a  car  that  gets  18  miles  a  gallon 
Conventional  policy 

Pay-at-the-pump 

COST 

$968 

$395 

BODILY-INJURY 

$15,000  per  person 

See  medical  coverage 

COVERAGE 

$30,000  per  accident 

PROPERTY-DAMAGE 

$5,000 

$5,000 

COVERAGE 

MEDICAL  COVERAGE 

$2,000 

Unlimited,  plus  up  to 
$25,000  in  lost  wages 
per  year 

Provisions  for  uninsured  drivers 

BODILY  INJURY 

$  1 5,000  per  person 

All  state  drivers  would 

$30,000  per  accident 

be  insured 

PROPERTY  DAMAGE 

$35,000 

Not  applicable 

DATA.  CALIFORNIA  STATE  ASSEMBLY,  CALIFORNIA  INSURANCE  DEPT 


daunting  for  smaller  Eastern  states, 
Torres  aides. 
Torres'  biggest  obstacle  is  the  per 
tion  that  premium; 
the-pump  are  just  ar 
er  tax  foisted  oi 
recession-weary  Cal 
nia.  In  1990,  the  s 
doubled  its  gasoline 
to  18$  by  next  year 
raise  funds  for  n 
transit  and  highway 
struction.  And  if  P 
dent  Clinton  has  his  \ 
his  just-announced  ta: 
rrease  would  hike 
laxes  by  7.5<t.  Addin 
"ther  state  and  fed 
levies,  Californians  w 
jiay  a  hefty  80<t  a  gj 
ill  taxes. 

SWITCHING   SIDES.  0 

•lents  already  are  1 
lip  to  attack  the  meas 
Trial     lawyers  1 
liiocked  every  earliei 
:  I  nipt  by  the  stat( 
"  liange  to  even  less 
lal   no-fault  insur; 
schemes.  And  insur 
i-ompanies,  which  usi 
side    with    the  s 
against  the  attorn 
have  switched  their 
glance  this  time.  "G 
to  no-fault  would  cv 
surance  costs  enorm( 
in  California,"  says  I 
L.  Hill,  counsel  for  State  Farm  I 
ance  Cos.  in  Saci-amento.  "On  the 
hand,  we're  not  convinced  that  colle 
premiums  at  the  pump  would  do 
thing  to  cut  costs  on  the  delivery-sy 
side  of  the  equation." 

But,  like  Clinton,  Tori'es  plans  to 
his  appeal  direct] 
the   people.  In 
February,  he  tele 
the    first  legisi 
hearings  on  his 
and  invited  viewi 
phone  in  opinions 
more  TV  hearing- 
planned    for  M 
"Lots  of  people  w 
alize  this  is  not  : 
but  a  differ-ent  \\ 
pay  for  insuranct 
will  reduce  their  i 
ums   by   as  muc 
50';."  That  may  1' 
but  he  still  has  t 
vince  car-hapjjy  ( 
nians  that  r-aisin 
price  of  a  gallon  ' 
is  good  for  them. 

Bji    Larry  Ami. 
ill  Los  Angeles 
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In  Seven  Days, 

This  Satellite  Could  Go  From  The  US.  To  Italy 
274  Times  Without  Stopping. 


,->tf~"'.. 


Sven  Alitalia  Doesn't  Have  That  Many  Nonstops 
Bach  Week  To  Italy 


But  Alitalia  does  fly  the  most  nonstops 
from  New  York,  Boston,  Miami,  Chicago  and  Los  Angeles 

to  Rome  and  Milan. 
So  getting  to  Italy  is  easier  on  Alitalia 
because  you  get  so  many  more  choices  of  departure  times. 

With  every  flight  on  a  widebody. 
Unsurpassed  Spaciousness  And 
Freedom  Of  Movement. 
Alitalia  has  a  most  exclusive  First  Class  and  a  Business  Class 
unsurpassed  in  spaciousness.  The  food, 
wine  and  service  in  every  class 
turn  your  plane  into  a  pleasure  craft. 
No-H£issle  Connections 
To  115  Cities  In  57Countiies. 
So,  if  Italy  is  your  final  destination,  or  your  connection 
to  one  of  the  115  cities  in  the  57  countries  we  serve,  and  you 
want  the  easiest  nonstops,  start  by  calling  Alitalia. 
Alitalia's  nonstops  to  Italy  Frequent,  fast  and 
a  vast  amount  of  inner  space  to  roam  around  in. 
For  information  or  reservations,  call  your  travel  agent  or 

Alitalia  at  1-800-223-5730. 


Alitalia  is  a  participant  in  the  ^1  I  5  ||U  ,  ■    I  2  ^^^^ 

mileage  programs  of  III  I  I  Zrv^"'^ 


ontinental,  United  and  USAir.   

'^Alitalia     .  A  L  I  TA  L  I  A    F  I  R  S  T.    TH  E    R  E  S  T    I  S    E  A  S  Y. 


The  New  Epson®  ActionPrinter'"  3250  is  designed  to  change  your  ideas  about 
dot  matrix  printers.  For  starters,  its  the  ordy  one  with 
a  cassette  tray  using  regular  sheets  of  paper.  Just 
slide  it  in  and  youre  ready  to  go.  There's  no 
tractor  feed  to  adjust,  no  fanfold  paper  to  mess 
with,  no  ugly  perforated  edges  on  your  printed  pages. 


Compact  &  Lightweight.  The  design  is  revolutionary.  The  ActionPrinter 
sits  flat  or  stands  upright,  fits  comfortably  in  any  size  workspace,  and 
can  easily  be  transported  anywhere — from  home  office  to  corner  office, 
bedroom  to  hotel  room. 


sCA 


LABLE  FONTS 


Quality  Output.  Its  not  often  you  find,  a  dot  matrix  printer 
with  scalable  fonts.  Now  youre  free  to  print  a  variety  of 
letter-quality  type  in  a  variety  of  sizes,  giving  all  your 
work  a  more  professional  look. 


Very,  Very  Affordable.  Right  about  noxv,  you're  probably  thinking 
there's  a  trade-off  somewhere.  Say  for  instance,  the  price  tag. 
Well,  we're  happy  to  report  it  lists  for  a  mere  $269  -  a  selling 
point  in  its  oion  right. 


Talk  About  Reliability.  As  always,  Epson  offers  a  two-year  warranty.  Not  that 
you'll  need  it  given  the  way  we  make  things  around  here,  but  just  so  you 
know  we're  there  if  you  ever  need  us. 


For  more  information,  and  the  name  of  your  nearest  Epson  dealer,  call  1-800-BUY-EPSON. 
And  see  how  the  company  that  invented  dot  matrix  printing  has  reinvented  it. 


EPSON 


Desktops 


Dal  Mall 


fui  ;k  .iUr  rdtrrjl.ull  SOO-BWEPSON  imilKWMTTh)  In  (.jiijcia,  i      ISIniK  .O  f  I'M  )\  h,„  Liliii  Antt-ncj,  :10VM-(NW2 
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WHArS  AN 
OSCAR  WORTH? 

Millions  of  dollars  in  addition- 
al ticket  sales,  that's  what. 
Recent  winners  of  the  Acade- 
my Award  for  Best  Picture  did 
at  least  34%  of  their  total  box 
office  after  Oscar  night.  The 
1 992  winner,  The  Silence  of 
the  Lambs,  doesn't  make  the 
list,  since  it  wasn't  in  theaters 
at  awards  time. 

Post-award  Total  box 
Year     Winner     box  office'  office 
Percent  Millions 


1991 

Dances 
with  Wolves 

35% 

$184 

1990 

Driving 
Miss  Daisy 

43 

107 

1989 

Rain  Man 

27 

172 

1988 

The  Last 
Emperor 

72 

43 

1987 

Platoon 

34 

138 

'As  0  share  of  the  Idol 

DATA  mf  HoamooD  morni) 


BAD  DAY 
AT  BIG  BLUE 


►  The  once-unthinkahle  has 
come  to  pass:  On  Feb.  24,  IBM 
disclosed  layoff  plans.  The 
struggling  computer  giant  in- 
tends to  cut  150  corporate 
staff  positions  and  350  other 
headquarters  jobs.  Employ- 
ees have  until  May  28  to  vol- 
unteer to  leave  in  return  for 
a  minimum  of  eight  weeks' 
salary  and  otlier  benefits. 
IBM  has  cut  100,000  jobs  since 
1986  but  always  through  ear- 
ly-retirement programs. 

Meanwhile,  the  search  for 
a  new  CEO  continues.  One 
leading  candidate:  Morton 
Meyerson,  chairman  of  Perot 
Systems. 


DEAN  WITTER'S 
OFFERING  SOARS . . . 


►  On  Feb.  23,  Dean  Witter, 
Discover  &  Co.  was  born 
again  as  a  public  company. 
Parent  Sears  Roebuck  spun 


off  20'a  of  the  brokerage  and 
credit-card  unit  to  the  public, 
raising  a  handsome  $913  mil- 
lion. The  stock  had  an  offer- 
ing price  of  27  and  has  since 
zoomed  above  31. 

To  keep  the  stock  that 
high,  CEO  Phili})  Purcell  will 
have  to  win  his  battle  to  al- 
low Discover  to  issue  Visa 
cards.  Another  key  question: 
Will  Sears  shareholders  be  as 
enthusiastic  as  Wall  Street? 
Sears  holders  will  receive  the 
remaining  80'v  of  Dean  Wit- 
ter Discover  stock  as  a  divi- 
dend later  this  year.  If  they 
all  dump  their  new  shares, 
Dean  Witter's  fall  could  be 
as  sudden  as  its  rise. 


...  BUT  DELL 
COMPUTER'S  FOUNDERS 


►  Another  high-profile  stock 
offering  hasn't  gone  nearly 
as  well.  On  Feb.  24,  Dell 
Computer  withdrew  its  long- 
planned  secondary  offering 
of  4  million  shares  of  com- 
mon stock,  citing  unfavorable 
market  conditions.  The  com- 
pany also  said  that  it  expects 
overall  net  margins  to  drop 
from  historical  levels  of 
around  5%  to  about  49?  for  its 
current  fiscal  year.  Immedi- 
ately after  the  announce- 
ment, Goldman  Sachs,  the 
lead  underwriter  for  the  of- 
fering, dropped  its  "buy"  rat- 
ing on  Dell,  and  the  stock 
plunged  11%,  to  30 Vs. 

While  tech  stocks  in  gener- 
al are  out  of  favor  on  the 
Street  these  days,  Dell  is  car- 
rying an  extra  burden  of  neg- 
ative  publicity.   Its  foreign 


FIRST,  AIR  JORDAN.  NOW,  AIR  CADDY? 


If  you've  ever  watched  a  golf 
tournament  on  television,  you 
know  that  touring  pros  typically 
festoon  themselves  with  all  man- 
ner of  brand  names.  And  of 
course,  the  golfers  earn  what's 
delicately  referred  to  as  a  "pro- 
motional consideration"  for  serv- 
ing as  walking  billboards. 

Caddies,  though,  often  haven't 
had  as  many  opportunities  to 
cash  in.  But  since  sports  market- 
ing abhors  a  vacuum,  that's  about  to  change.  With  the 
Tour's  permission,  the  Professional  Tour  Caddies  Assn.  is 
looking  for  a  sponsor  to  sign  on  for  all  16  of  the  tour's  bigj 
events.  In  return  for  a  fee  expected  to  be  in  the  high 
figures,  caddies  will  sport  identical  uniforms  that  will  pn 
nently  feature  the  sponsor's  logo.  What's  in  it  for  the  spon: 
Masses  of  TV  exposure.  The  PCTA  promises  the  uniforms  wi 
"tasteful,"  which  suggests  that  caddies  may  soon  be  easie 
the  eyes  than  some  of  the  guys  they  work  for. 


currency  hedging  practices 
are  controversial.  And  the 
company  said  recently  that 
its  revenues  for  the  fourth 
quarter,  which  ended  in  Janu- 
ary, would  be  below  analysts' 
glowing  expectations. 


DRIVERS  GIVE  DETROIT 
BETTER  MARKS 


►  Japanese  autos  still  top  the 
tiuality  charts,  but  Detroit  is 
closing  the  gap,  according  to 
a  recent  survey  by  research- 
er J.  D.  Power  &  Associates. 
Acura  took  No.  1,  Nissan  and 
Toyota  tied  for  second,  and 
Honda  came  in  third  in  the 
study  of  customer  satisfac- 
tion with  1989  model  cars. 

Three  General  Motors 
nameiJates  also  finished  in 


"REMEMBER  HOW  BlU  CUNTON  PROMISED  HE  WOULD  ONLY  SOAK  THE  RICH?.. 
WEU,  CONGRATULATIONS!  WE'RE  RICH!" 


the  top  10:  Buick  and  Cad 
tied  for  fourth,  and  Olds 
bile  was  10th.  Overall, 
mestic  carmakers  cloi 
matched  the  industry  a 
age  while  improving 
score  by  10'/<  from  last  ye 
survey,  compared  with  ju 
oV'  increase  for  Asian  ma 


SPLISH,  SPLASH, 
THE  DROUGHT'S  OVE 


►  Rain-soaked  California 
dents  may  wonder  wh 
took  so  long,  but  the  s 
will  soon  announce  that 
6y2-year  drought  has  er 
After  three  straight  mo 
of  above-normal  rain, 
state's  155  largest  reser 
are  nearly  full.  More  in 
tant,  the  water  content  o 
Sierra  snowpack — which 
plies  much  of  the  state'." 
ter  when  it  melts  in  s] 
and  summer — stands  at 
of  normal.  That's  likely  i 
suit  in  normal  runoff  fo 
first  time  since  1986. 

But  farmers  face  coi 
ing  shortages.  New  fe 
regulations  will  force  <' 
diversions  to  save  ei 
gered  fish  and  wildlife.  .' 
state  water  board  is  exp 
soon  to  set  more  limit 
[jumping  water  from  tht 
ramento  Delta,  the  si  • 
main  spigot. 
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;'s  an  ugly  day.  But  finally  there's 
afer  way  through  your  route- 
ou're  behind  the  wheel  of  an 
jrnational'  medium  truck.  The  first  medium  truck 
1 4-wheei  anti-lock  air  brakes.  You  see,  with  ABS, 
've  got  greater  control  and  stopping  power  Not  to 


mention,  more  confidence.  4-wheel  anti-lock  brakes. 
Just  another  first  from  a  company  with  an  86  year 
history  of  firsts.  Call  1-800-962-0119,  ext.  922  or  see 
your  International  dealer  for  more  information. 
Because  you  never  know  when  things  are  going  to 

getwose  ^INTERNATIONAL 

BUILT  FOR  YOUR  BUSINESS. 


Software  Champion. 


start  your  engines. 

That's  the  rallying  cr>'  you'll 
hear  each  day  at  Group  Pirelli,  one 
of  Italy's  most  famous  companies. 
For  years,  they've  made  the  tires 
that  carry  the  world's  greatest 
auto  racers  to  victory 

But  did  you  know  they're  also 
a  leading  producer  of  telecommu- 
nication and  energy  transmitting 
cables,  industrial  components, 
engine  parts  and  even  rubber 
gloves? 

With  all  that  going  on,  Pirelli's 
IS  Department  wasted  no  time  in 
making  productivity  its  top  priori- 
ty "Our  industry  moves  quickly"! 
says  Dr.  Gianfranco  Cappelli, 
Pirelli's  Corporate  IS 
Director,  "and  turn- 
around is  very  impor- 
tant. We  always  have 
to  know  our  clients' 
needs.  And  we're  con- 
stantly trying  to  improve  our 
delivery  times." 

Since  Pirelli  switched  to  CA 
software  six  years  ago,  productivi 
ty  at  both  mainframe  and  PC  leve 
has  raced  ahead  by  more  thanSO^ 
"But  best  of  all,  CA  is  the  mo; 
reliable  partner  I've  ever  worked 
with!'  declares  Cappelli.  "I  like  to 
think  of  them; 
a  pit  crew.  The 
service  and  su[ 
port  is  tremen- 
dous. And  the} 
develop  new 
products  that 
always  seem  tcj 
fit  our  needs 
perfectly  You 
don't  know  how  much  we  appreci 
ate  that." 

So  where  does  that  leave 
Pirelli? 

"Taking  the  checkered  flag,  c 
course." 

CiOMPUTER' 

jHssoaAfES 

Software  superior  by  design. 

Computer  Asstxiates  International.  Inc.,  One  Computer  A 
dates  Plaza,  Islandja,  NY  11788-7000. 1-800  CALL  CM.  Allp,- 
uct  names  referenced  herein  are  trademarks  of  their  respet, 
companies. 


Dr.  Gianfranco  Cappelli  s 
strategic  use  of  ca  software  ■ 
HAS  PUT  Group  Pirelli  in  Victory 
Lane.  Information  System^ 
productivity  has  increased  , 

BY  more  THAN  30% 
OVER  THE  PAST  SIX  YEARS, 
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IIENDLY  FIRE:  HOW  THE  BUDGET 
[)ULD  BLAST  THE  PEHTAGON 


|he  magic  asterisk  is  one  of  the  oldest  fallbacks  for  hai'- 
ried  liudget  wi'iters.  Pi'essed  foi'  time,  hudgeteers  will  of- 
ten pencil  in  a  number  and  pi'omise  the  details  later.  In 
,  for  example,  Ronald  Reagan's  l)udget  pledged  $70  l)illion 
uture  "management  savings"  that  never  matei'ialized. 
le  Bill  Clinton's  first  fiscal  effort  generally  won  praise 
honesty,  it  contains  a  monumental  asterisk:  $127  billion 
;h  of  defense  cuts  over  the  next  five  years,  with  no  details 
I'hat  programs  will  be  affected.  Defense  contractors  and 
armed  services  are  worried— and  with 
1  reason. 

he  big  fear  is  that  the  number  is  not 
real  but  also  will  grow  as  the  Ad- 
stration  seeks  further  cuts  to  help  pay 
Clinton's  spending  plans  (page  28).  "De- 
3  is  the  only  place  to  go  for  the  spend- 
ncreases  Clinton  wants,"  says  Loren  B. 
Tipson,  a  Georgetown  University  na- 
il security  expert. 

CHfNG  HOME.  Pentagon  bungling  has 
the  military  vulnerable.  Cost  overruns 
development  snags  are  bloating  the 
;  of  new  weapons  such  as  McDonnell 
?las  Corp.'s  C-17  transport  aircraft, 
■nse  specialists  say  the  Bush  Adminis- 
on  underestimated  the  cost  of  all  the 
)ons  now  in  development.  Defense  Sec- 
'y  Les  Aspin  has  ordered  a  study  to 
rmine  how  big  the  shortfall  will  be.  The  results,  due  in 
March,  "will  be  political  cover  for  Aspin  to  come  back  and 
:he  services  for  further  cuts,"  predicts  consultant  Charles 
abriel  Jr.  of  the  Washington  Research  Group.  Worries  one 
ocratic  armed  services  staffer:  "We  may  have  to  find 
her  $20  billion  or  $30  billion  to  cut." 
irsonnel  will  be  the  first  target.  The  President  has  called 
hrinking  the  armed  forces  fi-om  1.7  million  troops  today  to 
iiillion.  That  cut  would  be  200,000  deeper  than  the  level 
led  by  Bush.  And  Administration  officials  are  thinking 


about  taking  manpower  levels  down  to  1.2  million  by  1997. 

Personnel  cuts  alone  won't  save  enough.  Stretch-outs  or  out- 
right cancellation  of  some  weapons  are  unavoidable.  The  Ad- 
ministration's love  of  high  technology  doesn't  extend  to  Star 
Wars,  which  will  likely  be  cut  to  $3.8  billion  from  the  $5.4  bil- 
lion Bush  asked  for  last  year.  On  Capitol  Hill,  knives  are  out 
for  the  C-17.  If  forced  to  choose  between  the  Air  Force  trans- 
port and  the  F-22  advanced  tactical  fighter.  Air  Force  top 
brass  would  almost  certainly  choose  the  sexy  fighter. 

The  news  isn't  all  bad  for  hard-pressed 
McDonnell.  At  a  recent  press  briefing. 
Joint  Chief's  of  Staff  Chairman  Colin  Powell 
pointedly  declined  to  endorse  a  deep-strike 
role  for  the  Navy— the  mission  of  the  next- 
generation  A/FX  attack  plane.  If  the  Navy 
drops  the  A/FX,  it  may  sul)stitute  purchas- 
es of  McDonnell's  F/A-18  fighters. 

The  detailed  decisions,  however,  will  be 
slow  in  coming.  The  Administration's  fail- 
ure to  fill  key  jobs,  including  secretaries  of 
all  three  services,  has  contributed  to  the 
snail-like  pace  of  planning.  And  Aspin's 
Feb.  22  hospitalization  for  a  mild  heart 
condition  may  further  delay  decisions. 
HOUSE  DIVIDED.  Things  could  get  even 
more  confused  when  a  detailed  spending 
plan  hits  Capitol  Hill  in  March.  Senate 
Armed  Services  Committee  Chairman  Sam 
Nunn  (D-Ga.),  thinks  Clinton's  cuts  are  too  deep,  aides  say.  His 
House  counterpart,  Ron  Dellums  (D-Calif.),  wants  far  steeper 
reductions.  These  differences  may  not  be  resolved  before  fall. 

Clinton  probably  hopes  to  go  easy  on  defense.  His  relations 
with  the  military  are  dicey.  And  he  knows  that  deeper  cuts 
will  cost  jobs  in  such  hard-hit  states  as  Texas  and  California. 
Still,  with  no  compelling  military  threat  looming,  the  Pi'esident 
may  find  it  hard  to  resist  the  temptation  to  choose  fewer  guns 
and  moi'e  butter. 

By  Anil/  Bonus 


ITALWRAPUPI 


APAIGN  FINANCE 


;  ray  of  bipartisanship  is  brighten- 
ling  prospects  for  that  most  parti- 
of  all  issues,  campaign-finance  re- 
Ti.  To  end  the  gridlock  that  has 
led  the  issue  for  years.  Senator  Da- 
L.  Boren  (D-Okla.),  author  of  a 
nocratic  reform  proposal,  and  Sena- 
Mitch  McConnell  (R-Ky.),  the  plan's 
shest  critic,  have  begun  a  search 
some  common  ground.  Best  pros- 
ts  for  agreement  are  restrictions 
Dolitical  action  committees,  moves  to 
mgthen  the  funding  role  of  political 
ties,  and  tougher  enforcement  pow- 
for  the  toothless  Federal  Election 
iimission.  The  hardest  issue  to  re- 


solve: Democratic  calls  for  campaign 
spending  limits  linked  to  public  financ- 
ing of  congressional  elections. 

COINCIDENCES  

Lawyer  Susan  Thomases,  a  close 
friend  of  Bill  (and  Hillary),  didn't 
end  up  with  a  job  in  the  Administra- 
tion. But  she's  moving  to  Washington 
and  taking  an  office  next  door  to  Wil- 
liam J.  Clinton.  The  "other"  Clinton  is  a 
partner  in  the  New  York  firm  of  Will- 
kie,  Farr  &  Gallagher,  and  Thomases, 
formerly  administrative  partner  in  the 
home  office,  is  joining  the  firm's  gov- 
ernment-relations practice.  Thomases 
remains  an  informal  but  important 
White  House  adviser. 


REPUBLICANS 


If  Bill  Clinton  decides  to  seek  Repub- 
lican help  in  getting  his  economic 
program  through  Congress,  he  may 
well  turn  to  Representative  Steve  Gun- 
derson.  The  Wisconsin  moderate  has 
been  critical  of  the  obstructionist  stand 
taken  by  the  elected  GOP  leadership, 
especially  in  the  House.  He  says  he 
has  found  overwhelming  support  for 
Clinton's  deficit-fighting  goals  at  town 
meetings  back  home.  "Republicans 
need  to  be  careful,"  he  warns.  "We're 
getting  a  reputation  among  the  Amer- 
ican people  for  just  blindly  opposing 
Bill  Clinton  rather  than  being  construc- 
tive in  our  criticism." 


nternational  Business 


CANADA I 


THE  BRONFIHANS 
START  BAILING 


To  avert  total  disaster,  the  brothers  are  unloading  some  prizes 


In  the  tightly  knit  world  of  Canadian 
business,  no  families  have  been  more 
dominant  than  two  sets  of  brothers:  To- 
ronto's Bronfmans  and  Reichmanns.  Peter 
and  Edward  Bronfman,  scions  of  one  of 
Canada's  most  powerful  dynasties,  built 
their  empire  over  two  decades  into  the 
largest  in  corporate  Canada.  Like  Paul,  Al- 
bert, and  Ralph  Reichmann,  the  Bronf- 
mans operated  in  great  secrecy,  assem- 
bling vast  holdings  in  real  estate,  natural 
i-esources,  and  finance.  During 
the  1980s,  the  two  family  em- 
pires grew  to  touch  nearly  ev- 
ery sector  of  Canada's  econo- 
my. Now,  the  real  estate 
collapse  that  brought  down 
the  Reichmanns'  Olympia  & 
York  Developments  Ltd.  is 
taking  its  toll  on  the  Bronf- 
mans, whose  empire  seems  to 
be  crumbling  around  them. 

Comparisons  with  the  fall  of 
the  Reichmanns  are  just  "un- 
due speculations."  insists  J. 
Trevor  Eyton,  deputy  chair- 
man of  Edper  Enterprises  Ltd. 
He  and  the  brothers'  high- 
powered  team  of  executives 
are  spending  marathon  ses- 
sions at  Edper  headquarters  in 
a  swank  Toronto  office  tower 
to  make  sure  such  speculation 
doesn't  spread.  But  the  paral- 
lels are  spooking  Canada's  fi 


liability  facing  the  Canadian  banks,"  says 
Alain  Tuchniaier,  a  banking  analyst  at 
McLean  McCarthy  Ltd.  In  early  February, 
Canada's  superintendent  of  financial  insti- 
tutions asked  banks,  trust  companies,  and 
insurers  to  report  confidentially  to  Ottawa 
on  their  exposure  to  Edper. 

To  avert  an  O&Y-like  tailspin  at  Edper, 
the  Bronfmans  are  quickly  unloading  some 
of  the  crown  jewels  in  an  empire  that  in- 
cludes North  America's  largest  public  real 


Edward  and  peter  may  have  to  make 
their  secretive  style  more  transparent 


nancial  markets,  still  reeling  from  the  1992 
collapse  of  O&Y.  Like  o&Y,  Edper  has  huge 
exposure  to  depressed  real  estate.  o&Y 
sagged  under  a  $12  billion  debt,  and  until 
recently,  Canadian  banks  alone  had  an  S8 
billion  exposure  to  Edper,  counting  debt 
and  preferred  shares,  analysts  estimate. 
Like  the  Reichmanns,  the  Bronfmans'  em- 
pire is  so  convoluted  that  outsiders  cannot 
easily  understand  what's  being  done  or  by 
whom.  "And  when  you  can't  understand 
what's  going  on,  you  get  terrified  of  what 
could  be  happening,"  says  Ross  Healy,  CEO 
of  Solvency  Analysis  Corp.  of  Toronto. 

Those  fears  are  also  setting  off  alarms 
about  how  much  damage  the  Bronfmans' 
problems  could  do  to  Canada's  financial 
system.  Exposure  to  Edper  "is  the  lai'gest 


estate  company  and  Canada's  biggest  for- 
est-product and  insurance  companies.  On 
Feb.  9,  the  Bronfmans  sold  their  49-^  stake 
in  MacMillan  Bloedel  Ltd.,  one  of  Canada's 
premier  forest-product  companies.  Just 
three  days  later,  they  disposed  of  their  Sl% 
holding  in  John  Labatt  Ltd.,  Canada's  No.  2 
brewer  and  owner  of  the  world  champion 
Toronto  Blue  Jays. 

Then,  on  Feb.  19,  the  creditors  of  Brama- 
lea  Ltd.  approved  a  painful  restructuring 
plan  that  will  leave  the  Bronfmans  with 
only  20/' — down  from  72'' — of  the  shrunk- 
en developer,  which  once  had  some  $5  bil- 
lion in  U.  S.  and  Canadian  real  estate  as- 
sets. And  Edper  officials  are  scrambling  to 
find  a  buyer  to  help  rescue  troubled  Royal 
Trustco  Ltd.,  Canada's  second-largest 


thrift.  By  the  time  it's  all  over,  "Edper 
be  a  hell  of  a  lot  smaller,"  predicts  LI 
Atkinson,  chief  economist  of  the  Ban! 
Montreal.  The  empire  that  had  assets 
some  $80  billion  just  a  year  ago  cc 
shrink  by  "ver  40'  '. 
MORE  FLEXIBLE.  But  the  Edper  sell-off 
do  more  than  that.  It  could  change  the  1 
of  corporate  Canada.  Thanks  to  the  e; 
mous  power  wielded  by  the  Bronfm; 
Reichmanns,  and  other  families,  until  i 
some  70"^'  of  Canada's  public  compal 
have  had  a  controlling  shareholder,  ^ 
David  Leighton,  professor  at  the  Univ^ 
ty  of  Western  Ontario.  But  as  empj 
have  unraveled  in  the  1990s,  the  domii 
family  stakes  that  controlled  huge  as 
through  leverage  are  giving  way  to  n 
diversified  shareholders,  devolving  n 
power  to  institutional  investors  and  oth 
Canada's  corporate  landscape  could  c 
to  resemble  that  of  the  U.  S.,  with  mor 
dependent  companies  on  the  Toronto  S 
Exchange. 
Meanwhile,  though,  Edper's  onet 
blue  chips  are  getting  batt 
on  the  TSE  by  bad  news 
fears  of  worse.  At  the  pea 
the  1980s  bull  market,  E 
companies  represented  r 
than  10''  of  the  value  of 
exchange.  By  the  end  of 
publicly  held  shares  of 
Edper  group  represented 
2.6'^;  of  the  TSE,  a  one- 
drop  of  more  than  $4  bi]li( 
market  value. 

With  the  storm  gath( 
force.  Edper  executives 
frantically  working  to  d 
size  and  restructure  thei 
verse  holdings.  To  restore 
fidence,  they're  hopini 
prove  to  the  markets  just 
much  power  the  wounde 
ant  still  has.  "We  are 
stronger  and  [more]  solid 
we've  been  portrayed,"  ar 
Eyton.  As  proof,  he  poin 


the  $1.6  billion  Edper  raised  in  less  tl 
week  by  selling  Labatt  and  MaclV 
Bloedel  to  institutional  investors  in  thi 
largest-bought  deals  in  Canadian  histc 
HALLMARK  SECRECY.  Perhaps  most  ii 
tant,  the  sales  demonstrate  that  con 
sons  with  O&Y  have  some  limits.  Foi 
thing,  Edper  is  more  diversified  than 
and  its  financing  structure  is  more  fie 
The  Reichmanns  relied  heavily  on  i 
term  commercial  paper,  so  a  run  on 
paper  easily  triggered  their  collaps 
contrast,  Edper  has  little  commercis 
per.  Moreover,  while  most  of  O&Y's 
age  was  bank  debt,  Edper  has  mad 
greater  use  of  both  common  and  pref 
equity.  It  has  issued  some  $4  billion  o 
ferred  stock,  which,  unlike  bank  debt 
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)e  called.  The  Bronfmans  have  also  re- 
el the  temptation  to  pledge  stock  in 
resource  companies  against  real  es- 
debt.  Such  cross-collateralization 

it  O&Y  had  little  room  to  maneuver 

1  the  crisis  hit.  In  contrast,  the  Bronf- 

5  can  sell  assets  to  raise  cash,  which 

oves  their  chances  of  recovery. 

11,  steering  through  the  crisis  will  be 

wing  for  the  the  enigmatic  brothers. 

•  Bronfman,  63,  who  has  head- 

iper  since  its  beginnings  in  the 

i,  is  a  mystery  even  to  most  of 

da's  business  lead- 

n  1978,  in  one  of  his 

interviews,  Peter 

fman  complained  to 

•apher  Peter  New- 
''As  soon  as  you 

vhat  your  name  is, 

•'s  a  reaction.  You 

the  cash  register 

up  in  the  person's 

"  Privacy  is  an  ob- 

Dn  for  the  Bronf- 

.  Last  year,  their 

;nants  successfully 

d  plans  to  publish  a 
about  Edper  by 

tening  legal  action 

■e  the  manuscript 

jven  submitted. 

:h  secrecy  is  a  hall- 
of  the  Bronfman 

sty.  Peter  Bronf- 

and  his  older  broth- 

iward  are  nephews 

amuel  Bronfman, 

egendary  entrepre- 

who  built  the  Sea- 
Co.  liquor  fortune. 

lel  cut  Peter  and 

ird  out  of  any  role 

agram  to  clear  the 
for    his  sons, 

es  and  Edgar,  but 

)atriarch  did  leave 
with  $25  million  in 
which  provided 

seed  money  for 

r.  Edward  has  a 

itake  in  Edper  En- 

ises,  the  group's  se- 
holding  company. 

■  holds  a  controlling 

nterest. 

SQUEEZE.  Edper's 
acular  expansion  in 
970s  and  1980s  was 
n  by  acquisitions 
A'ere  fueled  by  a  fi- 
ng  system  of  cas- 
ig  leverage, 
r  the  system, 
5ronfmans  in- 
1  fresh  equity 
)ne  of  the  se- 
holding  com- 
!s  and  then 
I  public  share- 


holders to  match  the  investment  in  order  to 
maintain  their  stake.  The  entire  amount 
was  then  funneled  down  to  the  next  compa- 
ny in  the  chain,  where  the  process  was  re- 
peated. Eventually,  $100  million  invested  at 
the  top  could  raise  more  than  $1  billion  for 
use  by  an  operating  company  at  the  bottom 
of  the  pyramid. 

The  system  worked  brilliantly  in  the 
1980s,  when  investors  eagerly  jumped  on 
the  Bronfman  bandwagon.  But  it  created 
enormous  reverse  leverage  once  recession 
took  hold  in  1990.  Plunging  com- 


EDPER  ENTERPRISES  LTD. 

Controlled  by  two  Bronfman  brothers  and  their  key  manogers 
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modity  prices  and  the  savage  real  estate 
downturn  sent  operating  earnings  plung- 
ing. At  Noranda  Inc.,  the  group's  single 
largest  investment,  earnings  fell  to  just 
$62  million  on  sales  of  $6.8  billion  in  1992, 
down  from  $476  million  in  1988.  Most  of 
Edper's  operating  companies  have  slashed 
dividends,  cutting  income  to  the  group's  se- 
nior holding  companies.  The  resulting  cash- 
flow squeeze,  says  Tuchmaier,  has  made 
Edper  "very  dependent  on  external  financ- 
ing" to  meet  its  enormous  capital  needs,  in- 
cluding preferred  dividends,  inter- 
est charges,  and  capital 
expenditures. 
BRIGHT  SPOTS.  Worried 
alj(.)ut  their  mounting  ex- 
posure, Edper  execu- 
tives started  in  the  fall 
of  1990  to  "recession- 
proof"  the  group  by 
selling  assets,  raising 
equity,  and  issuing 
long-term  debentures. 
Through  the  end  of  1992, 
they  raised  almost  $8  bil- 
lion. And  there  are  some 
bright  spots  in  their 
portfolio.  Real  estate 
markets  are  improving, 
and  an  emerging  Cana- 
dian recovery,  execu- 
tives say,  could  cause 
earnings  at  Noranda  to 
rise  to  over  $300  million 
next  year. 

Beyond  that,  the 
Bronfmans  are  also  tak- 
ing steps  to  make  Edper 
more  accessible  to  inves- 
tors. The  holding  compa- 
ny structure  helped  fuel 
growth,  but  it  now 
scares  investors  off  with 
its  mingling  of  private 
and  public  companies. 
Officials  say  Edper  will 
gradually  eliminate  the 
jjrivate  holding  compa- 
nies and  then  combine 
most  or  all  of  the  public 
ones.  Eventually,  there 
might  be  just  one  com- 
pany at  the  top. 

Restructuring  Edper 
could  take  up  to  five 
years.  And  cleaning  up 
the  group's  real  estate 
woes  could  take  just  as 
long.  With  the  economy 
impi-oving  and  a  work- 
able strategy  in  place, 
the  Bronfman  empire 
will  survive  the  crisis. 
But  it  will  be  a  smaller, 
less  powerful,  and  less 
feared  presence  on  the 
Canadian  stage. 
By  William  C.  Si/nioucls 
in  Toronto 
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JAPAN 


THE  YEN 

IS  CORNERING 

JAPAN  INC,   

But  the  currency  squeeze  may 
be  a  blessing  m  disguise 

Not  since  the  aftermatli  of  ihv 
1985  Plaza  Accord  to  devalue  the 
dollar  has  Japan  seen  such  public 
displays  of  high-yen  hysteria.  "Yen 
Shock,"  screamed  the  headline  in  one  of 
Tokyo's  afternoon  tabloids  as  the  Japa- 
nese currency  sailed  to  an  all-time  high 
of  116  to  the  dollar  on  Feb.  23.  "This 
really  troubles  me,"  moaned  Shochiro 
Toyoda,  president  of  Toyota  Motor  Corp. 

When  the  industrial  world's  finance 
ministers  gathered  in  New  York  more 
than  seven  years  ago,  boosting  the  value 
of  the  yen  and  reshaping  the  export- 
fueled  Japanese  economy  were  high  on 
their  agenda.  And  although  the  yen  has 
risen  sharply,  little  has  happened  to 
make  the  Japanese  focus  on  domestic 
demand  as  their  engine  of  growth.  But 
now,  with  the  yen  soaring  again  as  the 
U.  S.  and  other  Group  of  Seven  allies 
scream  for  Tokyo  to  reduce  its  $115  bil- 
lion trade  surplus  (charts),  Japan  may 
finally  be  moving  on  its  long-awaited  do- 
mestic overhaul. 

CUTTING  CAMPASGN.  Already  battered  by 
the  worst  recession  in  two  decades. 
Corporate  Japan  is  stepping  up  the  pace 
of  its  most  wide-ranging  restructuring 
campaign  since  the  oil  shocks  of  the 
1970s,  shedding  tens  of  thousands  of 
workers  in  an  all-out  effort  to  cut 
costs.  That's  putting  pressure  on  Prime 
Minister  Kiichi  Miyazawa  to  spend  even 
more  than  the  $90  billion  he  promised 
last  fall.  Bank  of  Japan  Governor 
Yasushi  Mieno  may  help  out  with  more 
interest-rate  cuts.  "Normally,  the  con- 
sensus in  time  of  recession  would  be  to 
export  their  way  out  of  trouble,"  notes 
Francis  J.  K.  Ledwidge,  director  of  inter- 
national investment  advisory  at  Bankers 
Trust  Co.  "This  time  around,  they  can't 
do  it." 

Indeed,  with  the  yen  u])  124''  since 
1985,  Japanese  industry  can  ill  afford 
another  currency  shock.  Toyota,  for  ex- 
ample, estimates  it  will  lose  $350  million 
in  revenues  if  the  greenback  remains  at 
its  current  level.  With  the  yen  thus 
tightening  the  squeeze  on  Japan's  econo- 
my, it's  no  surprise  that  corporations  are 
getting  more  hard-nosed  than  ever.  Take 
Nissan  Motor  Co.  Facing  an  estimated 


$250  million  loss  for  the  fiscal  year  end- 
ing Mar.  31,  it  is  planning  to  close  one 
major  assembly  plant  in  1995,  slash  capi- 
tal spending  by  15'',  to  $1.7  billion,  and 
cut  its  domestic  work  force  from  53,000 
to  48,000  through  attrition  and  reduced 
hiring. 

Nissan  also  will  reduce  its  catalog  of 
model  variations  by  35''.  The  goal,  says 
Executive  Vice-President  Atsushi  Mura- 
matsu,  is  "to  secure  a  reasonable  level 


FEB.  23,  '93 
YEN  PER  DOLUR 


of  profits,"  even  with  no  output  gro^\ 
Just  closing  its  29-year-old  Zama 
sembly  plant  southwest  of  Tokyo,  o; 
the  carmaker's  most  automated  sh( 
piece,  will  save  Nissan  some  $87  niilli 
Production  will  shift  to  an  $850  mill 
plant  in  Kyushu  that  opened  last  y€ 
Other  auto  makers  are  expected  to  : 
low  Nissan's  example  while  stepping 
lower-cost  production  offshore.  Toy' 
plans  to  increase  its  Thai  car  and  tn 
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Introducing  3  Day  Select.  Lefs  just  say  ifs  a 
more  ag[resslve  alternative  to  ground  delivery. 

At  UPS,  we've  created  a  monster.  And  it's  just  the  kind  of  thing  that 
long-distance  ground  shippers  have  been  waiting  for 

With  3  Day  Select,  we  guarantee  delivery  anywhere  coast  to  coast  in 
just  three  business  days!  While  our  state-of-the-art  TotalTrack  system  moni- 
tors your  shipment  24  hours  a  day,  and  confirms  delivery  in  seconds. 

In  short,  it's  a  service  you  can  rely  on  to  fine-tune  manufacturing 


schedules.  Streamline  operations.  Even  improve  customer  service. 
For  your  next  shipment,  try  UPS  3  Day  Selects  After  all,  it's  the 


road  warrior  of  package  delivery.  The  package  delivery  company  more  companies  count  on! 

"J  1993  United  Parcel  Service  of  America,  Inc  *See  Service  Explanation  for  guarantee  details  and  intrastate  availability 
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output  by  135';,  to  200.000  vehicles  a 
year,  by  1996. 

Industries  that  depend  heavily  on  the 
ailing  domestic  economy  are  restructur- 
ing with  equal  alacrity.  Battered  by 
losses  on  local  calling  and  by  mounting 
competition  for  long-distance  service, 
Nippon  Telegraph  &  Telephone  Corp. 
will  slash  30,000  of  its  230,000  workers 
from  the  company  payroll  by  1996.  It 
will  close  hundreds  of  sales  offices  and 
encourage  employees  to  retire  as  early 
as  age  45.  NTT  already  has  shed  40,000 
workers  since  1990. 

Japan's  hard-pressed  financial  indus- 
try also  seems  set  for  a  workover,  with 
help  from  the  Bank  of  Japan's  Mieno. 
He  wants  banks  to  speed  disposal  of 
nonperforming  loans  and  write  off  hun- 
dreds of  billions  of  dollars'  worth  of  bad 
debts.  While  the  discount  rate  already 
has  fallen  to  an  all-time  low  of  2.5%, 
analysts  feel  Mineo  will  continue  push- 
ing yields  lower  to  ease  the  banks'  bur- 
den. Indeed,  the  strong  yen  will  make  it 
easy  for  Mieno  to  cut  rates.  "We'll  see  a 
fairly  aggressive  easing  of  monetary 
policy,"  says  David  Webb,  Asia-Pacific 
research  chief  at  Chase  Manhattan  Pri- 
vate Bank. 

TAX  BREAKS.  The  Same  seems  true  for 
fiscal  policy.  Prime  Minister  Miyazawa 
can  use  the  high  yen  to  deflect  mounting 
trade  pressure  from  the  Clinton  Admin- 
istration and  provide  a  pretext  for 
launching  a  new  domestic-spending  plan. 
Some  analysts  even  suspect  the  Finance 
Ministry  has  been  helping  prop  up  the 
yen  by  urging  big  Japanese  investors 
not  to  buy  dollars.  Such  a  position  is 
receiving  Washington's  open  support. 
"I'd  like  to  see  a  stronger  yen,"  pro- 
claims Treasury  Secretary  Lloyd  M. 
Bentsen.  Adds  another  Administration 
aide:  "This  is  a  costless  attempt  to  lower 
the  trade  surplus." 

With  the  yen  up,  Miyazawa's  govern- 
ment is  close  to  stepping  on  the  gas. 
Using  the  specter  of  yen-inflicted  eco- 
nomic pain  as  leverage,  Hiroshi  Mitsu- 
zuka,  head  of  the  ruling  Liberal  Demo- 
cratic Party's  Policy  Research  Council, 
summoned  Finance  Ministry  officials  on 
Feb.  23  to  map  out  a  forceful  new  pro- 
gram of  public-works  spending,  invest- 
ment incentives,  and  ta.x  breaks  for 
housing  this  year.  Analysts  speculate 
Miyazawa  will  also  propose  as  much  as 
$35  billion  in  tax  cuts  later  on.  It  may 
take  a  recession  and  currency  crisis  to 
prompt  the  Japanese  to  act.  But  after 
seven  long  years,  government  and  busi- 
ness leaders  finally  seem  ready  to  make 
a  domestic  economic  overhaul  prioritv 
Xo.  1. 

Btj  Larry  Holyokc  in  Tokyo  and  William 
Glasgall  in  Neu-  York,  with  Douglas 
Harhrccht  in  Washington 


JAPAN  I 


MATSUSHITA'S  URGENT  QUEST 
FOR  LEADERSHIP 


Although  the  troubled  giant  has  a  new  president,  little  is  resolved 


In  Japan's  ritualized  business  culture, 
company  presidents  sometimes  re- 
sign to  atone  for  poor  results.  On 
Feb.  23,  Matsushita  Electric  Industrial 
Co.  President  Akio  Tanii  stepped  down 
to  take  responsibility,  he  said,  for  "un- 
fortunate events"  during  his  seven-year 
reign.  But  he  didn't  quell  speculation  he 
had  been  shunted  aside  by  Chairman 
Masaharu  Matsushita,  80,  who  appears 
intent  on  solidifying 
family  control  of  the  $64 
billion  company,  the 
world's  No.  1  maker  of 
consumer  electronics. 

The  abrupt  transition 
raises  a  question  about 
whether  Matsushita  can 
get  back  on  the  growth 
track.  Although  Tanii, 
64,  denies  he  was 
pushed,  industry  watch- 
ers believe  the  chairman 
wanted  him  out  before  a 
May  stockholder  meet- 
ing. That's  when  heads 
of  Matsushita's  sales  di- 
visions will  receive  a 
plan  for  improving  prof- 
its in  a  period  of  zero 
sales  growth.  Taking 
over  from  Tanii  is  Yoichi 
Morishita,  a  low-profile 
marketing  expert. 

But  sources  say  Chair- 
man Matsushita  in  a  few 
years  will  replace  Mori- 
shita with  his  son  Ma- 
sayuki — a  47-year-old  se- 
nior managing  director. 
Restoring  family  control 
may  backfire.  "I  doubt 
the  son  could  execute 
the  kind  of  total,  top- 
down  overhaul  that  Mat- 
sushita requires,"  says 
one  financial  analyst. 
RECALL  BLUES.  The  tasks 
ahead  are  enormous.  Matsushita  de- 
pends on  low-margin  video  and  audio 
products  and  home  appliances  for  nearly 
50'^  of  its  sales.  Demand  for  such  goods 
has  been  sliding  since  the  late  1980s.  In 
the  fiscal  year  ending  Mar.  31,  Matsushi- 
ta's profits  are  expected  to  fall  659^,  to 
8413  million  (chart).  Demand  should  jjick 
up  for  the  company's  high-definition  T\' 
sets  and  other  advanced  video  gear,  but 


Tanii  was  pushed  aside 
before  stockholders 
meet  in  May 
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that  may  not  happen  until  the  end  of 
decade.  In  the  meantime,  says  Ch 
Goto,  general  manager  at  S.  G.  Wart 
Securities  (Japan)  Inc.,  Matsus" 
should  revamp  its  whole  business  mc 
"It  can  no  longer  sustain  earnings 
ply  on  volume  sales,"  he  says. 

Tanii  had  tried  to  restructure  op 
tions,  rationalizing  the  maze  of  r 
shops  and  reducing  the  number  oj 
models.    But  at 
height  of  these  eff( 
Matsushita  had  to  c 
more  than  $150  mi 
of  bad  debt  racked  u 
a  financial  subsidi 
More  damaging  to 
prestige  were  engii 
ing   flaws  that 
400,000  Matsushita 
frigerators  back  fo; 
pair.  For  a  comj 
with  intense  pride  i 
manufacturing,  ! 
revelations  were  "d( 
tating,"  says  an  e: 
tive  at  a  rival  comp 
NEW  PALS.  On  am 
front,  analysts  que 
Matsushita's  abilit 
further  integrate 
Universal,   the  nr 
maker  Tanii  boughl 
S6.1  billion  in  1990.1 
like  Sony  Corp.,  vi 
cleaned  up  at  the  hcj 
fice  last  year,  McA 
had  a  string  of 
Yet  Tanii  defends 
purchase.  "We'r( 
ready  seeing  some  c 
synergies  betv/een 
ware  and  software 
says.  Thanks  in  pg 
MCA,  Matsushita  i> 
hooked  up  with 
Computer,  AT&T. 
Time  Warner  in 
based  multimedia  ventures. 

Moreover,  Mr.A  may  finally  hi 
blockbuster  in  the  pipeline — S 
Spielberg's  Jurassic  Park,   a  tl 
about  dinosaurs   running  amok 
theme  park.  But  unless  Matsushitilt 
something  about  its  own  petrified  t'. 
ture,  no  amount  of  Hollywood  mag 
be  enough  to  turn  the  tide. 

By  Xeil  Gross  m 
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made  the  sticker 
attractive. 


The  1993 

Skylark  Custom. 

We  gave  it  a  sleek 
aerodynamic  stiape, 
expressive  design  details, 
and  a  very  attractive  price. 

The  Skylark  Custom  is 
our  most  affordable  Buick 
for  1993.  So  it's  a  wonderful 
way  to  introduce  yourself 
to  Buick  quality.  Like  all 


Buicks,  it's  equipped  with 
an  impressive  list  of  features 
including  DynaRide® 
suspension,  automatic 
transmission,  power  door 
locks,  stainless  steel  exhaust, 
and  even  anti-lock  brakes. 
All  standard. 

For  more  information,  call 
1-800-4A-BU1CK.  Or  see  your 
Buick  dealer  and  test-drive  a 
new  Skylark  Custom  today. 


Either  way,  you'll  discover 
a  car  whose  qualities  are 
very  attractive  indeed. 


Ql^  ®  Buckle  up,  America' 
—  ,    (CJ1992  GM  Corp  All  rights  reserved 
Skylark  is  a  registered  trademark  of  GM  Corp 


buick: 

The  New  Symbol  For  Quality 
In  America. 
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We  believe  they  should  be  seen  and  not  heard 


In  a  perfect  world,  planes  wc-  :  >;    as  silently 
as  the  one  on  this  page.  Anc   "  e  "ODodys 
perfect,  we  at  Lufthansa  have  always  led  the 
way  on  environmental  issues.  We  re  intensely 
involved  "  t*"e  de\e'or'^e"^t  y  ^ew  aircraft, 
investing  :  ate  our  fleet. 

Replacing  :  ze-  z  a'es  -e.'.erones 
designed  to  t>e  far  more  quiet.  Today  Lufthansa 
planes  have  an  average  ?.ze  :''  _st  five  years. 
Which  puts  us  among  fr  . ;  _ '  :rSt  in  the  aic 
Our  new  aircraft  produce  .-s:  a  "ar  : "  r'  "^e 
noise  cor^ra'ec  to  their  preoecess-;       :  a''e 
infinitely  ~ : efficient.  And  tewe'         : "s 
result  in  ess      _:  on.  It  may  not  oe  pe"e:: 
but  Its  our  passion  to  pursue  ft  that  can  make  all 
the  difference  m  the  world. 


A  passion  for  perfection! 


Lufthansa 


see  couf  Trave:  Ageni  LcTtnansa  ;s  3  particiDan;  m  tne  Tiiieaoe 
programs  o1  Unued.  Delta  and  USAir 
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fHOEYER  SUCCEEDS  MULRONEY 
I  ALREADY  IN  TROUBLE  ON  TRADE 


Public  anger  over  North  American  free  trade  has  helped 
"claim  its  first  political  victim— Canada's  Brian  Mulroney. 

After  more  than  eight  years  as  Prime  Minister,  Mulron- 
as  accepted  the  inevitable:  He  doesn't  have  a  chance  of  be- 
•eelected.  For  months,  his  popularity  has  languished  under 
the  lowest  of  any  Western  leader.  So.  on  Feb.  24,  he  told 
degressive  Conservative  Party  that  he  will  resigti  once  it 
ses  a  new  leader  in  June. 

ulroney's  demise  was  forced  by  opposition  to  Conservative 
omic  policies,  most  notably  the  1989  U.  S. -Canada  Free 
16  Agreement.  The  pact  set  off  a  sweeping  economic  re- 
ituring.  Unfortunately,  just  as 
i  barriers  dropped,  Canada  slid 
a  deep  recession  from  which  it 
ily  now  emerging.  Unemploy- 
L  has  reached  a  sky-high  11%. 
DEAL.  The  same  public  anger 
now  be  directed  at  another 
e  pact,  the  North  American 
Trade  Agreement  among  Can- 
the  U.  S.,  and  Mexico.  NAFTA  is 
certain  to  be  one  of  the  hottest 
«  in  the  runup  to  national  elec- 
;  scheduled  for  this  fall.  The 
lervative  government  wants  to 
NAFTA  through  Parliament  be- 
the  election,  and  they  have  the  votes  today  to  do  so.  But 
)pposition  Liberal  Party,  which  is  expected  to  win  in  the 
■ace,  vows  that  it  will  renegotiate  the  1989  trade  pact  to 
ernis  more  favorable  to  Canada.  Meanwhile,  Canada's  oth- 
itional  party,  the  New  Democratic  Party  (ndp),  is  calling 
ipping  up  the  U.  S. -Canada  free  trade  pact  entirely, 
w  believe  the  Liberals  would  pull  out  of  free  trade,  a  step 
would  have  a  disastrous  impact  on  Canada's  trade  rela- 
.  But  a  Liberal  government  would  be  under  enormous 
c  pressure  to  take  a  harder  line  on  trade  with  the  U.  S. 
ions  have  been  mounting  even  under  Mulroney.  In  the 
year,  the  U.  S.  and  Canada  have  fought  over  trade  in 


MULRONEY 
FUMBLED  ON 
QUEBEC— 
AND  AAANY 
CANADIANS 
FELT  THE  TRADE 
PACT  FAVORED 
THE  U.S. 


everything  from  steel  to  lumber,  beer,  and  Hondas  assembled 
in  Ontario.  The  Liberals  would  demand  better  treatment. 
"Whoever  becomes  Prime  Minister  will  be  forced  to  take  a 
harder  line  with  the  U.  S.,"  says  Peter  G.  Morici,  interna- 
tional economist  at  the  University  of  Maine. 

That  would  almost  certainly  increase  fi'iction  with  the  Clin- 
ton Administration,  which  itself  is  taking  a  tougher  line  on 
trade.  If  Canada  tries  to  redraw  the  trade  pact  and  hits  the 
U.  S.  with  more  trade  restrictions,  Washington  is  likely  to  re- 
act in  turn.  That  would  give  powerful  ammunition  to  anti-NAF- 
TA  forces  such  as  American  labor  unions. 

M  ulroney's  political  demise  could  also 
have  big  implications  for  Canada's  long- 
running  struggle  to  remain  one  nation. 
His  biggest  setback  at  home  has  been 
his  failure  to  resolve  the  long-festering 
gi'ievances  in  French-speaking  Quebec. 
Last  October,  Canadians  overwhelm- 
ingly rejected  a  sweeping  overhaul  of 
the  constitution  that  Mulroney  pro- 
posed to  to  keep  the  nation  united. 

Since  then,  Quebec  Premier  Robert 
Bourassa,  a  staunch  federalist,  has  fal- 
len ill  with  malignant  melanoma  and 
is  imlikely  to  seek  reelection  next  year. 
That  boosts  the  chances  that  the  na- 
tionalist Parti  Quebecois  will  take  power  in  the  province.  If 
they  do,  they'll  hold  a  vote  on  sovereignty  within  a  year. 

To  deal  with  all  the  challenges,  the  Conservatives  must  now 
select  a  new  leader,  who  will  then  become  Prime  Minister. 
Candidates  include  Trade  Minister  Michael  H.  Wilson,  an  archi- 
tect of  free  trade,  and  Defense  Minister  Kim  Campbell.  But 
the  odds  are  that  Canadians  will  elect  a  different  party  this 
fall.  "We  are  heading  for  fundamental  political  change,"  says 
Preston  Manning,  leader  of  the  Alberta-based  Reform  Party. 
It's  a  change  that's  bound  to  have  a  huge  impact  on  the 
world's  biggest  trading  relationship. 

By  William  C.  Symonch  in  Toronto 
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!AM  HANDS':  WHO'S  NEXT? 

ilian  big  business  is  being  drawn 
eeper  and  deeper  into  the  coun- 
s  fast-growing  political-corruption 
I  idal.  Shock  waves  rocked  board- 
I  ms  on  Feb.  22,  when  two  top  exec- 
es  at  auto  giant  Fiat,  Italy's  largest 
Deration,  were  arrested  for  alleg- 
/  paying  kickbacks.  Up  until  now, 
i  unprecedented  "Operation  Clean 
i  ids"  criminal  probe  has  targeted 
!  itly  the  scores  of  politicians  who  al- 
1  idly  took  bribes  or  peddled  influ- 
=  e  (BW-Mar.  1). 

'  'he  Fiat  busts,  which  included  the 
S  if  financial  officer,  take  the  investi- 
\  'on  to  a  new  level.  Fiat  has  long 

»  - 


been  a  political  and  industrial  power- 
house. With  its  $40  billion  in  sales,  the 
company  has  been  the  uncontested 
leader  of  big  business  in  postwar  Italy. 

By  going  after  high-level  Fiat  execu- 
tives, Italian  magistrates  are  showing 
that  few  are  likely  to  Ije  spared.  Al- 
ready, dozens  of  companies  listed  on 
the  Milan  stock  exchange  have  been 
directly  or  indirectly  touched  by  the 
scandal.  Investigators  now  suspect  that 
massive  kickbacks  played  a  role  when 
the  state-owned  energy  gi'oup  ENI  paid 
$1.9  billion  to  buy  assets  controlled  by 
Montedison,  the  leading  Italian  chemi- 
cal company.  Montedison  is  controlled 
liy  the  Ferruzzi  agi"o-industrial  empire. 

The  corruption  probe  and  the  politi- 


cal crisis  it  has  sparked  are  making 
an  already  anemic  business  climate 
worse.  Thanks  to  a  steady  collapse  in 
the  value  of  the  lira  since  last  fall,  in- 
flation is  now  showing  signs  of  reignit- 
ing.  And  the  climate  of  uncertainty 
means  capital  investment  could  drop 
by  as  much  as  3%  this  year. 

Fiat,  for  example,  has  been  rapidly 
losing  market  share  in  its  once-pro- 
tected home  turf,  as  competitors  such 
as  Ford,  General  Motors,  and  Peugeot 
muscle  in.  Fiat  is  betting  heavily  on 
new  models,  which  are  due  to  start 
rolling  out  by  next  summer.  Execu- 
tives now  worry  that  getting  involved 
in  the  scandal  could  harm  European 
marketing  efforts. 


To  connect  with  Applet  } 

Everyone's  talking  about  open  systems  thes 
and  for  quite  a  good  reason. They've  become  a  In 
necessity. 

After  all  it  s  hard  to  run  a  business  witliout  i 
access  to  information,  and  having  different  logo* 
on  your  systems  (not  to  mention  the  svstems  ol  y<i 
customers  and  suppliers)  is  no  longer  an  excuse. 
Multivendor  environments  are  a  fact  of  life. 

That's  whv  IBM's  open  strategv  starts  witli  n 
systems  you  have  now,  why  it  begins,  not  just  w  it 
products,  but  witb  consulting  and  integration  *c  i 
too.  You  want  new  flexibilitv  but  without  sacrifice  | 


,  HI?  NCR:  Sun  and  Unisys;  caU  IBM. 


'  isting  investments,  and  we  want  to  help  you. 

I  iall  us  and  we'll  listen  to  your  business  needs 

I  en  we'll  construct  a  plan  for  pulling  things 

i  f.  And  of  course  we'll  work  with  other  vendors — 

I  hat  open  systems  are  about. 

I  ri  fact,  IBM  has  a  lab  in  Dallas  just  for  demon- 

i  ;  how  your  open,  multivendor  system  will 

■  s  equipped  with  systems  from  all  the  leading 

s ,  connected  by  networking  standards  so  we  can 

^1  e  a  customer's  situation  and  run  it  in  advance. 

( fe  recently  used  the  lab  to  help  Ametek  Corpora - 

1  ild  an  open  system  that's  in  synch  with  the 


company's  re-engineering  plan.  Says  Bill  Lawson, 
Director  of  Business  Systems,  U.S.  Gauge  division  of 
Ametek.  "IBM's  design  work  was  absolutely  outstand- 
ing. So  good,  in  iact,  we're  having  thtnn  implement  the 
whole  system.  Everything's  getting  connected — IBM, 
dec:  hp:  all  kinds  of  PCs  and  PC  LANs-in  a  timely 
manner  and  well  within  our  budget.  IBM  truly  is  our 
partner  in  networking  and  open  systems.  We  got  much 
more  than  we  expected. " 

We're  open  to  helping  -— -      -  —  —  m 
you,  too.  To  learn  more,  call  us  at       E    ~~'  ZLTZ 
1  800  IBM-6676,  ext.  704.  ======  T  = 
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RETAILING  I 


WAIT  A  MINUTE— 
PHAR-MOR  IS  STILL  KICKING 


After  bankruptcy  and  scandal,  it's  hardly  giving  up 


Last  summer,  Phar-Mor  Inc.  looked 
as  if  it  would  soon  be  no  more.  The 
Youngstown  (Ohio)  operator  of  310 
deep-discount  drugstores  had  gi'own  into 
a  $3  billion  dynamo  in  just  10  years. 
Then,  Chief  Executive  David  vS.  Shapira 
broke  the  news  of  a  massive  fraud 
scheme,  including  the  falsification  of 
Phar-Mor's  books  by  some  $350  million- 
all  allegedly  masterminded  l)y  Phar- 
Mor's  president  and  co-founder,  Michael 
I.  Monus.  Phar-Mor  fired  its  auditor. 


On  Feb.  4,  Alvarez  was  named  Phar- 
Mor's  new  CEO.  His  new  president  and 
retailing  strategist:  David  Schwartz,  a 
veteran  merchant  who  recently  helped 
turn  around  Smitty's  SuperValu,  a  Phoe- 
nix gi-ocery  chain.  Says  Schwartz:  "Fm 
convinced  the  Phar-Mor  concept  is  well- 
positioned  for  the  value-conscious  consu- 
mer of  the  1990s." 

That  concept  made  Phar-Mor  a 
scourge  of  more  traditional  rivals.  Rely- 
ing on  buyers  adept  at  pouncing  on  spe- 


tated  by  the  company's  sudden  unn 
ing.  "Most  companies  that  go  into  C 
ter  11  do  not  believe  that  a  month 
they  were  making  a  lot  of  money,"  / 
rez  says.  The  more  than  $200  mi 
Phar-Mor  estimates  that  it  lost  in  f 
1992  exceeds  what  anyone  suspected 
August.  In  January,  Phar-Mor  adju 
the  amount  of  the  alleged  fraud  to 
million. 

Meanwhile,  the  cost-cutting  goes 
On  Fei).  22,  the  company  announc( 
would  close  an  additional  31  stores, 
in  April,  it  is  to  submit  a  business 
outlining  which  stores  it  will  keep. 

Now,  with  Schwartz  on  board,  F| 
Mor  has  some  rethinking  to  do— a 
how  large  its  stores  should  be  and 
merchandise  to  carry.  Outsiders 
that  its  pell-mell  expansion  into 
larger  stores  left  Phar-Mor  with 
expensive  leases  and  higher  open 
costs  than  it  can  probably  afford 
deep-discount  pricing.  The  store 


SCHWARTZ:  FALLING  SALES  AND  HIGH  COSTS  ARE  AMONG  HIS  CHALLENGES 


Monus,  and  other  executives,  and  filed 
for  Chapter  11  on  Aug.  17. 

Monus  has  just  jileaded  not  guilty  af- 
ter being  indicted  on  129  counts  of  fraud 
and  other  charges.  But  while  the  wheels 
of  justice  gi'ind  on,  Phar-Mor  does,  too, 
to  the  siu'prise  of  many.  "Phar-Moi-  has  a 
viable  business  in  there,"  says  Boake  A. 
Sells,  the  executive  who  brought  drug- 
store chain  Revco  D.  S.  Inc.  out  of  t)ank- 
ruptcy.  Preserving  that  business  has 
been  the  task  of  turnaround  artist  Anto- 
nio C.  Alvarez,  who  came  in  as  interim 
chief  financial  officer  in  August.  After 
shuttering  .55  stores,  Alvarez  has  piled 
up  $233  million  in  cash  for  his  new  em- 
ployer—thanks largely  to  Chapter  11  re- 
lief from  payments  to  creditors. 


cial  wholesale  rleals  fi-om  sujjjjliers,  Phar- 
Mor  stocked  up  on  name-l)rand 
merchandise  at  superlow  prices.  Bar- 
gain-hunting shoppers  flocked  to  Phar- 
Mor's  stores,  which  one  analyst  says 
looked  "like  a  relief  operation." 

Relief  is  what  these  stores  still  need. 
Even  though  Alvarez  has  won  backing 
fi'om  lendei's  and  persuaded  vendors  to 
shiji  again,  Phar-Mor  has  to  reverse  slid- 
ing sales.  They  aren't  falling  as  fast  as 
they  were  last  summer.  But  sales  at 
stores  open  a  year  or  more  are  still  off 
5%  to  8%  from  year-ago  levels  (table), 
partly  because  the  chain  stopped  sell- 
ing such  items  as  office  furniture  and 
consumer  electronics. 

Morale  at  Phar-Mor  was  also  devas- 


ings,  plus  reneg 
tions  with  land 
over  leases,  si 
help.  But  don 
pect  higher 
tags.  "The  solut 
to  reverse  the 
expansion,  coi 
trate  on  the  j 
able  stores, 
efficient,"  Ah 
says. 

GREETINGS.  S( 

good,  but  Phai 
lacks  the  convei 
and  selection 
conventional 
store  or  supe: 
ket,    and  it 
match  the  low 
ating  costs  of 
Mart  or  a 
membership 
house.  Pha 
hasn't  even  fii 
installing  checkout  scanners,  whi( 
helj)  monitor  sales  and  control  inv( 
costs.  And  the  chain's  "power  b 
depends  on  the  availability  of  wh( 
merchandise  at  lower-than-usual  ; 
But  supplier  Procter  &  Gamble 
ti-ying  to  put  the  brakes  on  such  Sa 
Schwartz  argues  that  there  ar ' 
countless  numbers  of  deals  availa 
sui)port  the  power  buying.  And  (^\ 
the  l)ankruptcy,  Phar-Mor  has  m;a! 
to  cement  relations  with  some  k<_ 
dors.  Recently,  Gibson  Greet inj. 
agreed  to  enlarge  its  already  :3a  i 
greeting-card  sections  at  Phar-^'r  ■ 
a  third  or  more— even  though  the  i 
bankruptcy  cost  Gibson  $27  mii  'i 
unpaid  l)ills  and  other  expenses.  I 


f  AR  LESS  AT 
PHAR-MOR 

SALES  In  stores  open  a 
year  or  more,  recent 
sales  ore  off  by  5%  to 
8% — an  improvement 
from  the  1 0%  to  1  5%  de- 
clines after  Phar-Mor 
filed  for  Chapter  1 1 

STORiS  Has  closed  55 
of  the  310  stores  it  had 
before  bankruptcy  and 
announced  closing  of 
an  additional  31  on  Feb. 
22,  leaving  224 

EMPLOYEES  Soon  to  be 
about  1 9,800,  down 
from  24,500 

DATA;  COMPANY  REPORTS,  6W 
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ich  suc-cesses  show  how  Phar-Mor 
claw  its  way  back  even  after  suf- 
g  the  double  blows  of  banknijjtcy 
scandal.  "We're  here,  and  we're  go- 
,0  kick  butt,"  Alvarez  says.  But  if 
is  the  decade  of  the  value-conscious 
umer,  as  Schwartz  believes,  it 
so  the  decade  of  ruthless  retail 
)etition. 

I  Zachury  Schiller  in  Youngatoivn 


WHO  KNEW 
WHAT  WHEN? 


:  DENIES 
>OING 


I  ederal  prosecutors  recently  won 
I  an  indictment  of  Michael  I. 

"Mickey"  Monus,  Phar-Mor's  for- 
•  president,  on  numerous  charges 
fraud  and  conspiracy.  But  what 
ut  Phar-Mor's  chairman,  David  S. 
pira?  Federal  investigators  con- 
led  Shapira  knew  nothing,  and  did 
file  charges  against  him. 
et  Shapira,  who  is  still  chief  exec- 
utive at  Pittsburgh- 
based  Giant  Eagle 
Inc.,  the  supermarket 
chain  that  spawned 
Phar-Mor,  remains  on 
the  hot  seat.  So,  too, 
does  Phar-Mor's  for- 
mer accounting  firm. 
Coopers  &  Lybrand. 
For  starters.  Jay 
:,  an  examiner  appointed  by  the 
■cruptcy  court,  could  soon  be  look- 
into  the  numerous  business  trans- 
Dns  that  occurred  between  Phar- 

■  and  Giant  Eagle  to  see  if  any 
ley  can  be  recovered  for  Phar- 
's  creditors.  One  possible  area  of 
liry  is  the  March,  1992,  sale  of  Gi- 
Eagle's  interest  in  Tamco  Distrib- 
■s  Co.,  a  distribution  arm  held 
tly  with  Phar-Mor.  Just  five 
ths  before  the  filing,  Phar-Mor 
?ht  out  Giant  Eagle's  stake  in 
ICQ  for  $10  million. 

id  Shapira  use  Giant  Eagle  to 
ig  cash  improperly  out  of  Phar- 
?  Shapira  declines  to  comment, 
his  lawyer  denies  any  improprie- 

saying  all  transactions  were  fully 
losed,  arm's-length  deals, 
[lapii'a  also  has  to  deal  with  a  law- 
filed  by  Coopers,  which  maintains 

he  is  liable  for  not  catching  the 
d.  Phar-Mor  is  suing  Coopers  for 
igence,  and  a  multitude  of  credi- 

have  gone  after  both  Coopers 

Shapira.  Coopers  says  it  is  inno- 

■  of  wrongdoing.  And  Phar-Mor 
said  Shapira  acted  properly.  But 
e  Monus  stays  in  the  spotlight, 
ty  is  happening  in  the  shadows. 

ij  Zachary  Schiller  in  Youngstown 


Get  Relief  From 
Back  &  Neck  Pain 

A  Conservative  Therapy, 
Comprehensively  Applied 

Till'  Back  Michiiw'  ^'  combines  the  most  ei^ective  ways 
tc)  attain  relief  from  back  and  neck  pain  into  one  easy  to 
use,  safe  unit  designed  to  help  you  return  to  a  more  nomial, 
pain  free  life.  And  it  feels  gtxxl,  even  if  you  hurt. 
How  TIte  Back  Machiiw  Works: 

•  hAasstts^c  -  Soft  roUers  massage  muscles,  inaeasing 
circulation,  reducing  muscle  spasm,  tension  and  stress. 

•  Shetchiii^  -  Muscles  are  passively  stretclied,  increasing 
flexibility  and  reducing  pain. 

•  Tmiioii  -  Mild  traction  restores  spine  lengtli  and  pliability, 
relieving  disc  pressure. 

•  Mobiliziitioii-  Restoration  of  movement  ocairs  and  promotes 
alignment  of  tlie  spine. 

Five  Years  of  Qinical  Use 
Tested  by  dtxtors,  physical  tlierapists,  and 
diiropractors.  The  Back  Machine  has  pro\  I'l 
safe,  effective,  and  comfortable. 
60-Day  Home  Trial 
We're  so  confident  you'll  ' 
experience  back  pain 
relief  tliat  we  offer  Die 
Back  Mncliinc  with  an  . 
unconditional  60-day 
money  back  guaraiitee. 
Call  or  Write  Todm/  Fen-  FREE 
BROCHURE  AND  VIDEO 

1-800-433-5599 


□YES! 


I  want  to  relieve  my  back  pain. 
I'lease  send  me  a  FREE  brochure  and  Video. 

□  VHS    □  BETA 
Name   


Address 
City  _ 
State 


Zip 


Evening  Phone  (  )  

Back  Technologies 

2525  West  Casino  Road  •  Ex  erett,  WA.  98204 
1-800-433-5599 
0  1992  Back  Technologies  Inc.  Dept.  J'li  i 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

p.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Tin  a  vice  prcsnicnt  bixait'sc  i  sold  22,000  gizmos 
tliis  year.  How'd  you  become  a  v. p.?' 


■/  made  a  great  deal  on  the  200.000 
gizmos  you  didn't  sell  last  t/etir.  ~ 


Excess  inventory  today... student  opportunity  tomorrow 


SIX  FLAGS 

The  theme  park 
chain  was  recapital- 
ized in  part  with 
$100  million  from 
GE  Capital 


Sears.  I'lT.  Xerox.  Westinghouse. 
All  proud  name.s  of  Corporate 
America  that  rushed  eagerly  into 
the  promised  land  of  financial  services  in 
the  1980s.  Lured  by  tantalizing  returns, 
they  amassed  large  positions  in  real  es- 
tate lending,  consumer  finance,  and  cor- 
porate buyouts.  Now,  battered  by  severe 
losses,  those  adventurers  are  retreating, 
anxious  to  limit  exposures  and  get  back 
to  their  basic  businesses. 

Except  for  General  Electric  Co.  The 
maker  of  jet  engines,  light  bulbs,  and 
home  appliances  is  enjoying  incredible 
benefits-  from  its  finance  arm.  During 
the  recent  recession,  when  GE's  more  cy- 
clical businesses  stalled,  GE  Capital  Ser- 
vices Inc.,  formerly  GE  Financial  Ser- 
vices, was  a  veritable  money  machine.  In 
five  years,  the  unit's  assets  have  more 
than  doubled,  to  $155  billion.  GE  Capital 
is  now  the  engine  driving  its  parent's 
profits:  Its  share  of  GE's  earnings 
surged  from  one-fifth  to  one-third.  Un- 
like its  hapless  competitors,  GE  Capital 


handily  overcame  losses  in  real  estate 
and  leveraged  buyouts,  jjosting  record 
earnings  of  $1.5  billion  in  1992. 

The  global  scope  of  GE  Capital  today  is 
a  far  cry  from  its  humble  beginnings  in 
the  Depression,  when  GE's  credit  ojjera- 
tion  got  its  start  financing  refrigerators. 
Its  portfolio  of  nearly  two  dozen  discrete 
businesses  extends  to  almost  every  cor- 
ner of  the  world  of  finance.  GE  Capital 
provided  a  $100  million  loan  for  the  re- 
capitalization of  the  Six  Flags  amuse- 
ment park  chain  and  reinsured  the  per- 
formance bond  for  Toronto's  Skydome. 
It  has  issued  65  million  credit  cards  to 
customers  of  retailers,  including  R.  H. 
Macy  &  Co.  and  Montgomery  Ward  & 
Co.  It  owns  and  operates  the  nation's 
second-largest  reinsurer.  Employers  Re- 
insurance Corp.  Its  auto-leasing  fleet. 
No.  1  in  the  U.  S.,  is  growing  at  a  15'-' 
annual  clip.  It  is  the  world's  largest  les- 
sor of  oceangoing  shipping  containers 
and  the  largest  private  mortgage  insur- 
er. It  has  been  one  of  the  most  aggres- 


sive purchasers  of  troubled  pro 
seized  from  banks  and  thrifts.  A.; 
owns  a  large  Wall  Street  broke 
Kidder,  Peabody  &  Co. 

While  other  companies'  financial 
are  pulling  back,  GE  Capital  is  expa; 
rapidly.  It  snapped  up  $5  billion  in 
assets  last  year  alone.  And  it's  ofi 
fast  start  in  1993.  In  January,  it  b< 
the  $8.2  billion  annuity  and  mutual 
business  of  GNA  Corp.  from  ^ 
haeuser  Co.  for  $525  million  as  a  w 
expand  into  peddling  investments  1 
ing  baby  boomers.  Its  bargain  hi 
have  been  scrutinizing  the  books  at 
bled  Westinghouse  Credit  Corp. 
68)  and  eyeing  the  $2.25  billion  re 
tate  portfolio  of  First  Chicago  Coi 
NUTS  AND  BOLTS.  GE  Capital  is  pi 
ahead  globally,  too.  It  bought  Ha 
credit-card  portfolio  and  Barclays  I; 
auto-loan  business  last  year.  It  picl ; 
Avis  Lease's  $1  billion  European fui 
fleet  business  and  a  3'^  stake  in  SW' 
Banco  Bilbao  Vizcaya.  And  in  Decdbf^ 
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GE  CAPITAL  SERVICES' 


nched  a  joint 
•e  with  Malaysia's  UMW  Corp. 
vide  financial  services, 
it  is  GE  Capital's  edge?  One  is  its 
ition  with  GE,  which  allows  it  to 
V  money  cheaply,  typically  around 

1992,  thanks  to  GE's  AAA  credit 
.  But  most  important  is  a  culture 
iuccessfully  blends  an  entrepre- 
1  spirit  with  the  hard-driving  and 
sly  competitive  focus  of  its  parent. 
:ranslates  into  an  obsession  with 
mance,  an  ability  to  shift  strate- 
"•apidly  to  take  advantage  of 
3,  an  appetite  for  risk-taking  and 
iking,  and  an  engineer's  yen  to 
lerations,  not  just  write  a  check  to 
e  them.  GE  Capital  has  a  manufac- 

mind-set  that  views  money  as  a 
laterial  to  be  machined  into  a  ser- 
lat  can  be  marked  up  and  sold  for 
it. 

apital's  culture,  indeed,  is  the  anti- 


thesis of  the  plod- 
ding, risk-averse  attitude  that 
pervades  most  banks.  GE  Capital,  for  in- 
stance, is  eager  to  seize  a  deadbeat's 
assets  and  run  them — better.  "We  don't 
want  to  be  commodity  providers  of  mon- 
ey," says  Chief  Executive  Gary  C. 
Wendt.  "I  just  think  we  have  a  different 
attitude  because  we're  part  of  an  operat- 
ing company." 

HIGH  EXPECTATIONS.  It  is  Wendt,  50,  a 
professionally  trained  engineer,  who 
sets  the  style  at  GE  Capital's  utilitarian 
headquarters  in  Stamford,  Conn.  He  dis- 
plays a  thinly  disguised  contempt  for  his 
banking  competitors.  "We  can't  earn  the 
same  kinds  of  returns  that  banks  do, 
otherwise  GE  won't  keep  us  around," 
says  Wendt,  a  devotee  of  the  tough  man- 
agement style  of  his  boss,  GE  Chairman 


and  CEO  John  F.  Welch  Jr.  As  one  of 
General  Electric's  13  businesses,  GE  Cap- 
ital is  expected  to  rack  up  an  average 
20%  return  on  equity,  a  target  that  vast- 
ly eclipses  the  banks'  average  of  13'^ .  To 
do  so,  GE  Capital  relies  on  its  diverse 
operations.  The  company  makes  money 
in  a  variety  of  ways:  fees  from  leasing 
activities,  premiums  from  insurance  op- 
erations, interest  income  from  lending, 
and  investment  returns  from  real  estate 
deals. 

Wendt  sets  a  high  bar  for  his  manag- 
ers to  reach,  and  they,  in  turn,  demand 
the  same  of  their  subordinates.  "Life  is 
staying  one  step  ahead  of  the  posse — 
that's  what  I  tell  my  managers,"  says 
Edward  D.  Stewart,  one  of  three  execu- 
tive vice-presidents  who  report  to 
Wendt.  And  what  of  those  who  can't  cut 
it  in  such  a  supercharged  atmosphere? 
Stewart's  half-joking  response  is  the 
baseball  umpire's  jerked  thumb:  Yer  out. 

How  long  can  GE's  money  machine 
keep  rolling?  Some  observers  have  pre- 
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dieted  for  years  that  its  relentless  drive 
for  growth  would  lead  it  to  make  mis- 
takes. Indeed,  in  1992  it  wrote  off  $1.25 
billion  in  bad  loans  and  other  failed  deal- 
ings, down  a  little  from  $1.3  billion  in 
1991  but  far  above  the  $800  million  post- 
ed in  1990.  There  are  plenty  of  potential 
pitfalls.  The  global  airline  recession 
could  leave  it  with  scores  of  unleasable 
airplanes,  or  the  ever-chancy  insurance 


the  individual  units  are  constantly 
searching  for  new  opportunities.  Ideas 
bubble  up  from  the  bottom:  potential  ac- 
quisitions often  surface  first  among 
salespeople  in  the  field.  "There's  this 
natural  drive  to  find  something  new 'to 
do,  to  take  advantage  of  the  competition, 
to  build  your  business,"  says  Dennis  J. 
Nayden,  an  executive  vice-president. 
At  the  moment,  its  competitors  have 


'How  many  apps  can 
a  manager  process? 
How  many  dollars  can 
a  collector  collect?' 


SANDRA  DERICKSON 
MANAGER,  AUTO  LEASE 


market  could  sideswipe  Em- 
ployers Re.  Its  ability  to  ac- 
quire bargain-basement  as- 
sets from  troubled  com- 
petitors will  be  lessened  as 
the  economy  recovers,  forc- 
ing it  to  rely  even  more  on 
squeezing  extra  profits  from 
existing  assets. 

Further,  as  the  company 
focuses  more  of  its  expan- 
sion efforts  overseas,  it 
could  fall  prey  to  the  vaga- 
ries of  foreign  economies. 
Still,  most  GE  Capital  watch- 
ers remain  convinced  that  its 
enormous  breadth  and 
skilled  management  will 
keep  it  humming  with  the  slick  efficien- 
cy of  a  GE  turbine.  Marvels  Lawrence 
Connell,  chief  of  the  Hartford-based  So- 
ciety For  Savings  and  a  former  regula- 
tor: "They're  the  major  finance  company 
in  the  country  right  now." 

More  than  any  other  factor,  GE  Capital 
reached  that  position  with  a  singular  fo- 
cus on  performance.  Its  managers  can 
expect — and  must  meet — stiff  standards 
that  are  set  by  Wendt.  One  key  is  to 
outwit  competitors  by  moving  faster, 
buying  cheaper,  and  servicing  customers 
quicker.  Another  is  dealing  with  prob- 
lems the  minute  they  crop  up.  The  over- 
all goal  is  to  get  the  business  to  grow  at 
a  double-digit  annual  rate.  "There's  an 
absolute  obsession  with  growth,"  says 
James  A.  Parke,  GE  Capital's  senior  vice- 
president  for  finance. 
'800-POUND  GORILLA.'  Business  manag- 
ers gather  four  times  a  year  for  face-to- 
face  meetings  with  Wendt  and  the  other 
top  executives.  At  these  so-called  "war 
games,"  three-year  strategies  are  laid 
out.  Operating  plans  for  the  current 
year  are  checked  and  adjusted,  if  need 
be.  Business  development  staffs  within 


almost  ceded  the  field  to  GE  Capital. 
Banks,  fearful  of  regulators,  don't  want 
to  lend.  Insurers,  afraid  of  runs  from 
policyholders,  are  adding  reserves  to  off- 
set deteriorating  real  estate  portfolios. 
And  industrial  companies  with  finance 
arms,  pressured  by  irate  shareholders, 
are  returning  to  their  core  businesses. 
GE  Capital  is  using  this  environment  to 
gobble  up  assets  from  weakened  rivals 


and  expand  its  reach.  "They're  c 
the  few  buyers  when  everybody  ( 
selling,"  says  analyst  George  Fra 
Smith  Barney,  Harris  Upham  &  C 
does  this  better  than  anyone  else. 

GE  Capital  is  a  prime  source  of 
for  troubled  companies.  Consider 
whose  financial  troubles  were  st 
to  affect  the  Swedish  company's 
to  finance  the  leasing  of  its  vehic: 
the  U.  S.,  Volvo's  debt  had  been 
graded,  hurting  its  ability  to  rais< 
tal.  Volvo's  unhappy  choice:  try  to 
Wall  Street  by  raising  lease  rate 
bid  to  expand  revenue  or  soldier  oi 
ing  higher  interest  rates  and  lo\ 
the  profit  it  made.  "We  would  hav 
pinched,"  acknowledges  Volvo  C 
nance  President  Michael  T.  Duke, 
came  GE.  With  its  ability  to  raise 
cheaply,  GE  Capital  was  able  to  str 
a  joint-venture  deal  that  once  ag 
lows  Volvo  to  compete  with  aggi 
lease  rates  for  its  cars.  "GE  is  clea 
800-pound  gorilla,"  says  Duke.  "T 
the  first  guys  you  turn  to." 
BURNOUT  INSURANCE.  GE  Capital 
ways  prowling  for  new  businesses 
pand  into.  In  the  past,  its  Gensts 
ping  container  leasing  unit,  alon 
other  lessors,  sold  old  contain* 
scrap  merchants.  Then  one  day,  ei 
ees  at  a  Genstar  facility  got  the  ( 
reconditioning  the  containers  for 
portable  warehousing  facilities  a  ] 
and  industrial  sites  and  as  storag  s 
for  retailers'  excess  inventorir 
business,  called  Instant  Space,  isii 
global  operation  that  has  grown x: 
point  where  GE  Capital  is  a  reguL' 
er  of  containers  from  steamship  n 

Productivity  is  a  key  facet  of  i 
tal's  drive  for  performance  and  - 
stantly  being  measured.  "We  ha 
fifth  the  corporate  overhead  pc 
that  we  had  seven  or  eight  yeat 
brags   Wendt.   When   Chrysler  . 
Corp.  ran  a  $500  million  equipmct 
ing  business,  it  had  100  emplo\ 
Capital  bought  the  operation  but 
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all  the  people.  GE  Capital  has  a 
!  set  of  systems  to  boost  productivi- 
'rocess  mapping,  the  system  by 
I  managers  can  track  how  many 

it  takes  to  perform  a  given  task,  is 

in  vogue. 

are  such  GE  concepts  as  "workout," 
3  employees  confront  managers 
Dureaucratic  inefficiencies  and  sug- 
;olutions.  At  GE  Capital's  auto-leas- 
isiness  outside  Chicago,  says  man- 
Sandra  L.  Derickson,  employees 
uestions  like:  "How  many  credit 
;an  a  credit  manager  process?  How 
dollars  can  a  collector  collect  ev- 
lonth?" 

ndt  appears  to  appreciate  that  this 
S.  environment  can  lead  to  burnout, 
doles  out  plenty  of  corporate  be- 
mce  in  order  to  take  the  edge  off. 


GE  Capital's  auto  leasing  operation,  for 
instance,  offers  flexible  working  sched- 
ules and  provides  transportation  to  a  lo- 
cal day-care  center  for  mothers  who 
bring  their  children  to  work.  Workers 
sometimes  receive  $100  "management 
reward"  checks  for  handling  a  difficult 
customer  or  solving  a  thorny  problem. 
HOLY  NUMBERS.  A  crucial  part  of  the 
productivity  drive  is  that  GE  holiest  of 
holies — numbers.  GE  Capital  has  a  huge 
cadre  of  well-trained  number-crunchers, 
many  of  them  graduates  of  its  parent's 
famed  financial  management  programs. 
"We  watch  numbers  like  a  hawk,"  says 
Executive  Vice-President  Stewart.  "It's 
part  of  the  GE  culture.  It  doesn't  take 
long  to  spot  something  that  pops  up  out 
of  trend." 
GE  Capital's  number-crunching  prow- 
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Wendt(left) 
with  vice- 
presidents 
Berger, 

Stewart,  Parke,,: 
and  Hayden 


ess  has  been  es- 
pecially helpful  in 
its  negotiations 
with  troubled  fi- 
nancial institu- 
tions eager  to  un- 
load assets.  In  the 
past  couple  of 
years,  GE  Capi- 
tal has  been  a 
hungry  acquirer 
of  huge  real  es- 
tate portfolios  from  Resolution  Trust 
Corp.,  the  federal  agency  in  charge  of 
cleaning  up  the  S&L  quagmire.  "They 
were  very  astute  and  well-informed  buy- 
ers who  were  generally  ahead  of  every- 
body else,"  says  former  rtc  head  L.  Wil- 
liam Seidman.  By  having  the  financial 
muscle  to  make  bulk  purchases,  such  as 
a  $1  billion  portfolio  that  included  some 
Florida  strip  shopping  centers,  GE  Capi- 
tal can  bag  RTC  property  much  more 
cheaply  than  the  agency's  going  rate, 
which  is  40$  to  70$  on  the  dollar.  Accord- 
ing to  Lewis  Goodkin,  a  Florida  real  es- 
tate expert,  GE  Capital  grabbed  some 
properties  for  20$  on  the  dollar. 

The  RTC  deals  also  illustrate  GE  Capi- 
tal's agility  in  taking  advantage  of  mar- 
ket changes,  another  hallmark  of  its  op- 
erating style.  A  decade  ago,  it  was  a 
major  lender  on  commercial  property 
deals,  concentrating  on  existing  build- 
ings with  good  track  records.  Today's 
rotten  real  estate  market  has  provided 
different  opportunities.  Even  more  ac- 
tive than  it  once  was,  GE  Capital  is  buy- 


'When  you  lend 
money  to  a  company, 
you'd  better  be 
ready  to  own  it' 


STEPHEN  BERGER 
VICE-PRESIDENT 


ing  up  properties  burdened 
by  excessive  debt  loads.  It 
can  afford  to  refinance  the 
buildings,  manage  them,  and 
then  await  the  turn  in  the 
property  market  cycle. 
Then,  GK  Capital  plans  to 
sell  the  buildings  to  institu- 
tional investors. 

A  look  at  the  mix  of  busi- 
nesses that  make  up  GE  Capital  shows 
just  how  it  continually  shifts  business 
focus  to  create  a  diversified  portfolio  in 
which  thriving  divisions  more  than  off- 
set faltering  ones.  In  1987,  nearly  one- 
fifth  of  GE  Capital's  $600  million  profit 
came  from  leveraged  buyouts,  while 
leasing  such  things  as  truck  trailers, 
shipping  containers,  and  railcars  pi'o- 
duced  only  $25  million  in  earnings.  Four 
years  later,  problems  in  LBO  lending  led 
GE  Capital  to  take  the  $1.8  billion  write- 
off. But  it  was  the  asset-management 
businesses,  including  leasing,  that 
kicked  in,  yielding  more  than  $300  mil- 
lion in  income. 

Patience  also  pays  off.  While  the  1986 
purchase  of  Kidder  hasn't  been  the 
home  run  GE  Capital  envisioned,  it  final- 
ly has  managed  to  redeem  itself.  After 
years  of  underperformance,  it  had  a 
good  1992,  with  operating  earnings  of 
about  $800  million.  The  unit,  which  has 
been  for  sale,  at  least  is  now  a  more 
desirable  jjroperty. 

FIELDWORK.  Moving  (juickly  to  deal  with 
problems  is  also  a  GE  Capital  hallmark. 
In  1990,  Vendor  Financial  Services,  a 
unit  that  finances  other  manufacturers' 
equipment,  was  limping  along — a  low- 
growth  outfit  makuig  less  than  $10  mil- 
lion on  its  $1  billion  in  assets.  GE  Capital 
tapped  Thomas  H.  Mann,  who  had  per- 
formed ably  at  CK  Capital's  mortgage- 
insurance  operation,  to  beef  up  the  busi- 
ness. Rather  than  battle  rivals  for  the 
same  share  of  the  pie,  Mann  went  after 
a  much  bigger  potential  market:  equip- 
ment that  manufacturers  were  financing 
themselves.  "We  cold-called  them,"  he 
recalls.  Since  this  area  was  not  a  profit 
center  for  the  manufacturers,  GE  Capital 
argued  that  it  could  do  the  job  better. 
Even  Jack  Welch  volunteered  his  assis- 
tance, putting  in  a  pitch  with  Eastman 
Kodak  Co.  executives  to  seal  last  year's 


$1  billion  purchase  of  the  financing  port- 
folio for  Kodak's  office-equipment  arm. 
In  1992,  Mann's  unit  earned  about  $45 
million  on  assets,  which  have  more  than 
tripled  to  $3.5  billion.  But  Mann's  superi- 
ors aren't  about  to  let  him  rest  on  his 
laurels.  His  income  target  this  year  is  at 
least  $60  million. 

GE  Capital  is  also  performing  a  strate- 
gy about-face  in  corporate  finance, 
where  Stephen  Berger,  GE  Capital's  ex- 
ecutive vice-president  and  the  former  ex- 
ecutive director  of  the  New  York  Port 
Authority,  is  trying  to  build  a  book  of 
business  in  the  post-LBO  lending  environ- 
ment. The  emphasis  is  on  due  diligence 
and  not  just  dealmaking.  "They  spent 
days  out  in  the  field,"  says  Linda  J. 
Wachner,  CEO  of  Warnaco  Inc.,  for 
whom  GE  Capital  led  a  syndicate  that 
provided  $350  million  in  term  loans  and 
revolving  credit.  "We  have  over  25  facili- 
ties, and  they  met  with  every  member  of 
senior  management." 


GE  Capital's  experience  with  its  ( 
soured  loans  has  helped  it  exploit  i 
business  opportunities.  It  has  moved 
bankruptcy  financing,  a  booming  mai 
created  by  busted  LBOs.  Last  year 
one  of  its  biggest  deals,  Berger's 
lent  the  department  store  chain  Ca 
Hawley  Hale  Stores  Inc.  $225  millioi 
finance  its  plan  of  reorganization  f 
bankruptcy.  GE  Capital  is  even  trying 
hand  at  running  the  businesses  of 
former  creditors.  It  novi^  owns  and  o 
ates  Shoe  Town,  which  it  took  over  a 
store  chain's  loans  went  bad  in  I 
"Our  goal  is  to  turn  it  around,  impr 
the  numbers,  and  then  sell  it,"  s 
Berger.  "We  are  not  going  to  be  ini 
shoe  business."  j 
Dealing  effectively  with  problem] 
sets  has  helped  GE  Capital  reduce 
amount  of  its  nonperforming  and  un 
performing  assets  to  $1.4  billion  at  y 
end  1992,  down  from  $2.2  billion  a 
peak  in  June,  1991,  An  example  ol 
quick  action  philosphy:  When  Eas 
Air  Lines  Inc.  collapsed,  GE  Capital's 
laris   Aircraft   Leasing  operation 
stuck  with  a  handful  of  Boeing 
Polaris  executives  discovered  that 
Inc.  wanted  some  of  the  widel: 
planes  but  had  McDonnell  Douglas 
80s  leased  from  Polaris  that  it  no  lo: 
needed.  So  GE  released  the  757s  to  U 
taking  the  MD-80s  back  and  leasing 
in  a  new  deal  to  a  Chinese  carrier. 
SERVICE  ON  THE  FLY.  What  helps  GE  ' 
tal  managers  in  situations  like  these 
deep  reservoir  of  operational  experii 
some  of  it  drawn  from  the  ranks  of 
ent  GE.  GE  Capital  has  a  team  of 
than  100  engineers  who  work  on  loe 
at  (_;E-financed  industrial  projects, 
as  power  plants  in  Asia.  In  its  con" 
cial  equipment  financing  unit, 
leases  more  corporate  aircraft  than 
one  else,  many  of  the  salespeopk 
licensed  pilots.  GE  Cap 
railcar  leasing  outfit 
runs  six  wheel-repair 
around  the  country,  givl 
a  big  edge  over  competj 
The  drive  to  add  vail 
assets,   not  just  firj 
them,  is  ongoing.  In  a 
room  office  in  Eden  Pi 
Minn.,  65  former  aut(c 


'We  watch  numbei 
like  a  hawk. 
It's  part  of  the 
GE  culture.'  I 


EDWARD  STEWART 
VICE-PRESIDENT 
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mechanics  answer  phone  calls  24 
.  a  day  from  drivers  of  vehicles 
3  companies  have  leased  vehicles 
GE  Capital.  At  the  flick  of  a  switch, 
ne  clerk  can  call  up  a  computerized 
•y  of  the  vehicle  and  help  diagnose 
ential  problem.  With  the  informa- 
:he  clerk  can  steer  the  driver  to  the 
st  garage  that  can  handle  the  de- 
A  GE  Capital  employee  will  even 
iiate  the  lowest  possible  repair 


In  another  part  of  the  building,  a 
handful  of  GE  Capital  employees  will  ar- 
range to  get  the  tags  for  any  of  its 
customers'  vehicles,  no  matter  what  the 
state.  Such  services,  for  which  GE  Capi- 
tal customers  pay  fees,  are  all  part  of  a 
value-added  approach  to  asset  financing. 
"For  every  $1  in  fee  that  they  pay,  we 
estimate  we  can  save  them  $4  to  $4.50," 
says  auto-fleet  chief  Teresa  M.  LeGrand. 
Added  features  like  tag  delivery  and 
auto  service  diagnosis  helped  the  auto 


fleet  unit,  which  barely  broke  even  in 
1987,  turn  an  $80  million  profit  last  year. 

This  may  seem  far  removed  from  the 
glorified  world  of  high  finance.  But  it's 
all  just  part  of  a  restless  corporate  cul- 
ture that  seems  to  thrive  on  continually 
shaking  itself  up.  "Change,"  says  CEO 
Wendt.  "You  make  it  an  exciting  thing 
rather  than  a  threatening  thing."  So  far, 
at  least,  the  excitement  at  GE  Capital  has 
kept  the  potential  threats  at  bay. 

Bij  Tim  Smart  in  Stamford,  Conn. 


A  MOVER  AND  SHAKER,  GE  STYLE 


^ary  C.  Wendt  is  perhaps  as 

P close  to  the  embodiment  of  the 
General  Electric  Co.  ethic  as 
can  get.  A  tightly  wound  man  who 
is  his  impatience  just  below  the 
ace,  he  is  extremely  demanding, 
dt,  a  University  of  Wisconsin  engi- 
ing  graduate,  closely  monitors  op- 
ens and  is  forever  quizzing  subor- 
tes  about  their  progress — with  the 
ranee  of  one  who  already  knows  a 
)f  the  answers.  Says  Edward  D. 
'art,  one  of  three  ex- 
ive  vice-presidents 
report  to  Wendt: 
's  obviously  a  con- 
:  pusher." 

at's  not  to  say  that 
lead  of  GE  Capital  is  a 
;-pounding  autocrat, 
s  an  adherent  of  an- 
•  aspect  of  the  GE  cul- 
:     teamwork.  He 
ds  a  lot  of  time  listen- 
0  staffers  at  GE  Capi- 
22  business  units, 
it  is  constantly  prod- 
his  people  to  come 
vith  new  ideas  and 
r  ways  of  implement- 
he  old  ones.  "We  talk 
t  growth  a  lot,  we 
s  it,  and  we  expect 
says  the  50-year-old 
It,  whose  soft,  round 
belies  his  tough  manner. 
>ORATE  CONSCIENCE.  Wendt  de- 
ls that  his  executives  back  up 
notions  with  solid  numbers.  This 
)ach  was  key  to  GE  Capital's  stay- 
lear  of  a  lot  of  the  more  specula- 
1980s  deals  that  brought  rivals 
As  adviser  to  a  Florida-based  real 
e  investment  trust  in  the  1970s, 
It  weathered  a  sharp  collapse  in 
state's  real  estate  market.  Joining 
capital's  real  estate  operation  in 
he  insisted  on  lending  only  to 
ers  with  established  cash-flow 
records,  not  construction  projects 
ided  on  hope.  Wendt,  who  also 
aw  GE  Capital's  commercial  fi- 


nance dealings,  became  its  No.  2  execu- 
tive in  1984,  and  then  its  CEO  in  1986. 

Friends  and  colleagues  say  Wendt 
has  a  sharp  sense  of  humor  that  he 
uses  to  show  he's  on  top  of  the  situa- 
tion. Stamford  (Conn.)  Advocate  pub- 
lisher William  Rowe  recalls  a  time 
when  the  two  were  driving  back  in  a 
GE  limo  from  a  trip  to  Hartford.  Wendt 
was  on  the  phone,  discussing  the  de- 
tails of  a  major  deal  involving  hun- 
dreds of  millions  of  dollars,  and  a  fasci- 


nated Rowe  was  doing  his  best  not  to 
appear  too  interested.  When  the  call 
was  over,  Wendt  turned  to  Rowe  and 
asked:  "Do  you  want  a  piece  of  it?" 

Although  hardly  one  to  spout  idealis- 
tic rhetoric,  Wendt  has  an  active  pfo 
bono  life.  The  father  of  two  grown 
daughters,  he  puts  a  heavy  premium 
on  helping  needy  children,  particularly 
through  education.  As  a  trustee  of  the 
Stamford  Boys  &  Girls  Club,  which  ca- 
ters to  low-income  kids,  he  is  involved 
in  the  usual  big-time  executive's  chore 
of  raising  funds  for  bricks  and  mortar. 
But  it's  the  children's  mental  develop- 
ment that  clearly  engages  Wendt  the 
most.  "He's  forever  sending  us  books 


for  the  kids,"  says  Executive  Director 
Abraham  Reyes.  "He  even  donated  a 
magnetic  globe."  Wendt  also  often 
stops  by  the  club's  computer  lab, 
where  children  learn  basic  computing 
skills.  Much  of  the  teaching  there  is 
done  by  GE  Capital's  volunteers. 

Although  a  golfer  like  many  Con- 
necticut executives,  Wendt  favors  out- 
door activities  that  are  new,  challeng- 
ing, and  require  heaps  of  teamwork — 
sort  of  like  life  at  GE  Capital.  That's 
one  reason  he's  a  trustee 
of  Outward  Bound  USA. 
Two  years  ago,  he  went 
on  an  arduous  white-wa- 
ter rafting  trip  down  Col- 
orado's Green  River, 
where  he  also  climbed  up 
and  rappelled  down  cliff 
faces.  Last  year,  Wendt 
and  his  wife  went  on  an 
Outward  Bound  trek  to 
Nepal,  where  they  rode 
elephants  and  slept  in  jun- 
gle cami)s. 


Wendt  at  the  Stam- 
ford Boys  &  Girls 
Club:  "He's  forever 
sending  us  books" 


Wendt's  globe-trotting  suggests  a 
certain  restlessness.  Whether  he's 
checking  up  on  GE  Capital's  far-flung 
operations,  scouting  business  opportu- 
nities, or  hobnobbing  with  foreign  fi- 
nancial leaders,  the  man  is  always  on 
the  go.  When  he's  abroad  and  weather 
permits,  he  makes  sure  to  head  for  the 
links,  which  he  says  allows  him  to  sam- 
ple the  local  business  mindset.  And 
even  when  he's  home  relaxing,  there's 
little  peace  and  quiet.  Radios  and  TVs 
are  often  tuned  to  sports.  Wendt  is  an 
avid  fan  of  the  Chicago  Cubs — which  is 
about  the  only  subpar  performer  the 
taskmaster  of  GE  Capital  will  tolerate. 
Bji  Tim  Smart  in  Statnford,  Conn. 


e  Corporation 


STRATEGIES  I 


THE  DECLINE  AND  FALL  OF 
WESTINGHOUSE'S  PAUL  LEGO 


The  ousted  chairman  may  have  been  dealt  a  bad  hand,  but  many  say  he  played  it  poorly 


When  Westinghouse  Electric 
Corp.'s  board  prepared  to 
meet  on  Jan.  27,  it  had  two 
goals.  The  first  was  to  oust  Chief  Exec- 
utive Paul  E.  Lego.  The  second  was  to 
prevent  his  departure  from  becoming 
the  sort  of  public  spectacle  that  had  re- 
cently humiliated  General  Motors  Corp. 
and  American  Express  Co.  Westing- 
house's  directors  succeeded  on  both 
counts.  Despite  weeks  of  behind-the- 
scenes  maneuvering,  no  word  of  the  plan 
leaked  out.  Not  even  Lego  knew  that 
day  would  mark  the  end  of  his  37-year 


career  with  the  diversified  electrical  and 
technology  giant. 

Perhaps  he  should  have.  By  January, 
the  $12  billion  company  was  on  its 
knees.  Westinghouse's  stock  price  had 
plummeted  from  36  in  July,  1990,  when 
Lego  became  CEO,  to  13  in  January.  Dur- 
ing his  tenure,  the  company  posted  $2.1 
l)illion  in  losses.  It  dirln't  help  that  West- 
inghouse's cyclical  l)usinesses  were  pum- 
meled  by  recession.  The  62-year-old 
Lego's  central  problem,  however,  was 
Westinghouse  Credit  Corp.,  which,  like 
hundreds  of  other  lenders,  had  been 


hammered  by  the  collaps 
the  real  estate  market.  1 
But  if  Westinghouse 
Lego  were  dealt  a  bad  h 
current  and  former  Wesi 
house  executives  and  sou 
close  to  the  board  sug 
that  they  played  that  1 
poorly.  The  old-line  indu^ 
company  and  its  chief 
electrical  engineer,  wer- 
unfamiliar  terrain  whe 
came  to  financial  service> 
real  estate.  Westinghousi 
ecutives  underestimateii 
problems  at  Credit  Corp. 
they  distrusted  real  c 
types.  As  a  result,  the>- 
bled  several  deals  with 
side  investors  that  n 
have  taken  all  or  pai 
the  troubled  property  pi 
lio  off  their  hands.  Both  \ 
inghouse  and  Lego  dec 
BUSINESS  week's  reques 
interviews.  In  a  writtc 
sponse,  Westinghouse  re 
to  answer  detailed  quesi 
saying  they  were  basei 
erroneous  assumptions. 
OLD  WOES.  Perhaps  woi 
all  for  Lego,  he  had  the 
fortune  to  be  at  the  to]) 
ailing  company  just  as  b( 
the  boss  became  the  trt 
the  moment  in  Corp 
America.  In  fact,  mai 
Westinghouse's  prol)len^ 
gan  in  1987,  long  before 
ijecame  CEO.  That  was  when  the 
inghouse  board  picked  62-year-old 
C.  Marous  as  CEO.  Marous  pumpi 
Credit  Corp.'s  leveraged-buyout 
commercial  real  estate  business* 
1986,  the  unit  had  $5.7  billion  in  ; 
and  $681  million  in  revenues.  B 
time  Lego  took  over  in  July,  1990, 
it  Corp.  had  $10.3  billion  in  assets 
revenues  of  $1.2  billion. 

Unfortunately,  the  real  estate 
ness  was  heading  into  a  crater, 
ging  Westinghouse  and  Lego  w 
Two  months  before  his  tenure  a;Oj 


68  BUSINESSWEEK/MARCH  8,  1993 


THE  COR 


THE  LIGHTS  FLICKER  AT  WESTINGHOUSE 


FEBRUARY,  1991 

Under  advice  from 
Lazard  Freres,  Westing 
house  takes  o  $975  nnillion 
write-off  related  to  troubled 
Financial-services  unit.  Plan  also 
calls  for  exiting  some  businesses, 
including  junk  bonds. 

)CTOBER,  1991  Takes  an 
additional  $  1.7  billion  write-off, 
nostly  on  sour  real  estate  deals, 
rhe  announcement  sparks  a 
iquidity  crisis  tfiat  eventually 
equires  Westinghouse  to  secure 
]  $6  billion  line  o.  credit. 


SUMMER,  1992  Sharefiolder  activists  demand  Westingfiouse 
make  management  and  strategy  changes.  Former  and 
current  executives  lobby  outside  directors  for  change. 


DECEMBER,  1991 

GE  Capital  bids  on 
financial-services  assets, 
but  Westinghouse 
rejects  offer  as  too  low. 


NOVEMBER,  1992  Under  pressure 
from  board  and  shareholders, 
Westinghouse  announces  new 
strategy  to  dump  financial  services 
and  takes  another  write-off  of  $2.7 
billion.  CEO  Paul  Lego's  last-ditch 
effort  to  sell  assets  to  GE  fails. 


JANUARY,  1993 

Outside  directors, 
led  by  Richard 
Morrow,  engineer 
Lego's  ouster. 
Morrow  named  non- 
executive chairman. 
Search  begins  for  a 
new  CEO. 


DATA:  BUSINESS  W£[K,  BRIDGE 
INEORMATION  SYSTEMS  INC, 


1,  Lego  attended  an  analysts'  gath- 
and  struggled— with  little  success- 
ay  concerns  about  the  problems 
ing  at  the  finance  subsidiary.  "It's 
rea  I  know  the  least  about,"  he 
ssed.  Bad  reviews  sent  Westing- 
:  stock  plunging  $2  a  share,  to  35'/-. 
in  October,  Lego  assured  analysts 
Credit  Corp.  could  weather  the 
.  without  a  major  hit.  Four  months 

Westinghouse  took  the  first  of 
write-downs,  a  $975  million  charge, 
y  to  cover  real  estate  losses. 
?o  decided  that  the  only  way  to 
je  Credit  Corp.  was  to  shrink  it. 
e  left  that  job  to  executives  at  the 
t  company  who  didn't  know  how  to 
icture  debt  on  hotel  projects  or 
ig  developments.  Perhaps  under- 
ably,  they  snubbed  the  advice  of 
own  experts  at  Credit  Corp.,  whom 
blamed  for  the  unit's  woes.  "The 
g  was  that  we  got  them  into  this 
"  says  a  former  Credit  Corp.  exec- 
"If  an  idea  came  from  Credit 
,  their  view  was  that  it  had 

bad."  Instead,  Lego  and  his 
gues  relied  on  investment 
Ts,  such  as  Lazard  Freres  & 
id  Shearson  Lehman  Brothers 
'or  advice.  The  executives  re- 
i  proposals  to  hire  workout 
ilists  and  to  spin  off  the  real 
'  problems  into  a  new  unit. 
rURES.  Westinghouse  also 
ed  overtures  from  developers 
ould  buy  Credit  Corp.'s  prop- 

and  get  the  company  off  the 

On  Sept.  28,  199L  for  in- 
3,  JMB  Realty  Corp.,  the  big 
?o  real  estate  investment  com- 

wrote  Lego  with  an  offer  to 
?e  or  buy  all  or  part  of  Credit 
s  real  estate  portfolio,  accord- 


ing to  a  copy  of  the  letter  obtained  l)y 
BUSINESS  WEEK.  But  after  some  prelimi- 
nary talks,  Lego  scheduled,  then  can- 
celed a  meeting  with  .JMB.  "We  made  a 
proposal,  and  they  weren't  interested," 
shrugs  .JMB  President  Neil  G.  Bluhm. 

At  about  the  same  time,  Westing- 
house brushed  off  Chicago  developer 
Jerrold  Wexler,  who  had  financing  lined 
up  from  Goldman,  Sachs  &  Co.  and 
Bankers  Ti'ust  Co.  Lego  and  other  senior 
executives  dismissed  these  real  estate 
companies  as  "bottom-fishers"  seeking 
to  profit  from  Westinghouse's  woes,  a 
former  executive  says. 

Problem  was,  those  woes  were  get- 
ting deeper.  In  October,  1991,  the  compa- 
ny took  an  additional  $1.7  billion  write- 
off. The  primary  culprit  again:  Credit 
Corp.'s  souring  real  estate  investments. 
The  markets  were  starting  to  notice, 
and  Westinghouse,  which  was  having 
problems  selling  its  commercial  paper, 
faced  a  liquidity  crisis.  Lego  turned  U)V 


help  to  retired  Chief  Financial  Officer 
Leo  W.  Yochum,  who  negotiated  a  $6 
billion  l)ank  line  of  credit  that  probably 
averted  a  bankruj^tcy  filing. 

To  dig  itself  out  of  its  hole,  Westing- 
house appealed  to  archrival  General 
Electric  Co.  In  December,  1991,  former 
Credit  Corp.  executives  say,  Westing- 
house asked  GE  to  make  an  offer  for 
Credit  Corp.  by  yearend.  But  a  source 
close  to  GE  says  it  lacked  sufficient  time 
to  review  Credit  Coi'p.'s  hundi'eds  of  as- 
sets, so  GE  made  a  initial  low-ball  offer 
that  Westinghouse  took  as  an  insult. 
The  talks  collapsed. 

LAST  CHANCE.  By  the  fall  of  1992,  West- 
inghouse seemed  to  be  in  a  downward 
spiral.  On  Oct.  19,  rampant  market  ru- 
mors forced  Lego  to  issue  a  statement 
denying  that  the  company  would  soon 
file  for  bankruptcy.  By  Nov.  3,  West- 
inghouse had  drawn  down  all  but  $500 
million  of  its  $6  billion  line  of  credit. 
Meanwhile,  current  and  former  exec- 
utives, unhappy  with  the  plunge  in 
the  stock  price,  were  leaking  inter- 
nal data  to  the  outside  directors. 
Lego  called  an  emergency  board 
meeting  in  Washington  in  late  No- 
vember to  push  through  a  restruc- 
turing plan  that  included  a  $2.7  bil- 
lion charge  and  the  exit  from 
several  businesses,  including  a  total 
liquidation  of  Credit  Corp.  It  was 
Lego's  last  chance.  Outside  direc- 
tors wanted  evidence  of  a  major  as- 
set sale,  or  Lego  would  l)e  out.  So 
he  called  GE  Chairman  John  F. 
"Jack"  Welch  Jr.  to  revive  the  earli- 
er negotiations. 

They  came  close  to  a  deal.  Before 
Christmas,  Lego  and  Robert  A. 
Watson,  the  new  CEO  of  Credit 
Corp.,  flew  to  Connecticut  to  meet 
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DID  LAZARD  DO  RIGHT 
BY  WESTINGHOUSE? 


Westinghouse  Electric  Corp. 
knows  turbines.  It  knows 
motors  and  meters  and  con- 
nectors. But  dealmaking  was  never  its 
strong  suit.  Vulnerable  as  that  left 
Westinghouse  in  the  freewheeling 
world  of  real  estate,  the  company 
found  itself  on  shaky  ground  in  the 
rough-and-tumble  business  of  junk 
bonds. 

Westinghouse  learned  a  hard  lesson 
about  that  market  in  1991,  when  it 
put  Westinghouse  Credit  Corp.'s  $1 
billion  in  junk  bonds  up  for  sale  at 
the  recommendation  of  Lazard  Freres 
&  Co.  But  the  securities  were  dumped 
near  the  bottom  of  the  market.  What's 
more,  three  former  Westinghouse  ex- 
ecutives charge  that  Lazard  may  have 
pocketed  some  of  the  trading  profits. 
"It  was  reprehensible  that  they  jiicked 
off  a  client,"  says  one  of  them. 

Citing  client  confi- 
dentiality, Lazard  will 
not  discuss  the  mat- 
ter. "While  most  of 
the  information  you 
have  been  fed  is  in- 
correct, we  will  not 
engage  in  a  rebuttal," 
says  a  written  re- 
sponse. And  Westing- 
house downplays  the 
episode.  "It  was  a 
commercial  dispute 
C(jmmon  in  business," 
says  spokesman  Ron- 
ald E.  Hart.  "It  was 
not  a  big  issue  at  the 
corporate  level." 
KEY  MOVE.  But  some 
officials  who  were  at 
Westinghouse  at  the 
time  have  a  different 
view.  Selling  the  bond 
portfolio  was  a  key 
part  of  the  strategy 
to  shrink  Credit  Corp.,  a  plan  Lazard 
helped  fashion  in  February,  1991.  The 
collapse  of  the  junk-bond  market  had 
lowered  the  portfolio's  value  by  aljout 
15%,  though  it  still  had  operating  earn- 
ings of  $30  million  a  year.  "We  left 
$200  million  on  the  table"  by  selling 
r;)ther  than  waiting  12  to  18  months, 
gripes  a  former  executive,  who  says 
therf  were  signs  of  a  junk-bond  turn- 
around at  the  time  of  the  sale. 

What  really  irked  some  Westing- 
house insiders  back  then,  however. 


A  BOND  BROUHAHA 

In  mid-1991,  Westinghouse 
asked  Lazard  Freres  to  help 
sell  its  $1  billion  junk-bond 
portfolio.  Former  Westing- 
house executives  soy  Lazard 
traders  would  get  approval 
to  sell  a  block  of  bonds  at 
an  agreed  price.  Then,  they 
would  find  another  buyer  at 
a  higher  price  and  keep  the 
difference. 


was  their  belief  that  Lazard  may  have 
played  fast  and  loose  with  the  trading 
profits.  When  the  firm  had  a  buyer 
for  a  block  of  bonds,  its  trading  desk 
would  call  We.stinghouse  for  approval 
to  execute  the  sale  at  an  agi'eed  price. 
But  several  times  in  mid- 1991,  sources 
say,  Lazard  then  secretly  lined  up  liet- 
ter  deals  with  other  buyers  without 
alerting  Westinghouse— and  gave  West- 
inghouse the  lower,  quoted  price.  The 
Westinghouse  executives  concluded 
that  Lazard  may  have  gotten  at  least 
$600,000  more  than  it  should  have. 

Eventually,  Credit  Corp.  bond  trad- 
ers detected  discrepancies  between 
the  sale  prices  Lazard  was  quoting 
and  market  prices  they  saw.  After  a 
probe.  Credit  Corp.  officials  confi'onted 
Lazard  and  asked  to  review  its  trading 
records,  but  Lazard  refused,  sources 
say.  In  August,  Lazard  partner  Damon 
Mezzacappa  wrote 
Westinghouse  disput- 
ing the  charges.  Cred- 
it Corp.  wasn't  con- 
vinced and  pressed  its 
parent  to  pursue  the 
matter,  several  sourc- 


Amount  of  profits  Lazard 
allegedly  made: 

$600,000 

Amount  Westinghouse 
nsiders  say  Lozard  refunded 

$300,000 

DATA;  BUSINESS  WEEK 


es  say. 

Meanwhile,  rumors 
floated  around  the 
bond  market.  Lazard 
was  embarrassed  af- 
ter an  item  ran  in  the 
Sept.  23  issue  of  the 
newsletter  Mergers  & 
Corporate  Policy.  West- 
inghouse sources  say 
Lazard  wanted  the 
matter  settled  quick- 
ly and  quietly— and  so 
did  Westinghouse.  It 
planned  to  take  a  $1.7 
l)illion  write-off  to  cov- 
er deteriorating  Cred- 
it Corp.  real  estate 
and  wanted  Lazard's  blessing.  Facing  a 
liquidity  crisis,  Westinghouse  was  ea- 
ger to  keep  Lazard  on  board  for  more 
possible  write-offs,  though  the  firm  no 
longer  is  the  lead  adviser  on  Credit 
Corp.  matters. 

In  the  end,  Westinghouse  agreed  to 
a  settlement.  Lazard  repaid  $300,000, 
according  to  Westinghouse  insiders. 
To  Westinghouse's  critics,  though,  the 
incident  was  woefully  typical  of  the 
company's  track  record  in  dealmaking. 
By  Michael  Schroeder  in  Pittsburgh 


with  Welch  and  GE  Capital  Corp.  { 
Gary  C.  Wendt.  The  sale,  however,  ! 
unglued  over  such  issues  as  warrai 
for  environmental  liabilities— detjf, 
source  close  to  GE  says  should  not  | 
l)een  deal-breakers.  | 

The  deal's  collapse  sealed  Lego's  I 
Beginning  in  early  January,  outsicj 
rectors,  led  by  former  Defense  Si 
tary  FVank  C.  Carlucci  and  former  I 
CO  Corp.  Chairman  Richard  M.  MoJ; 
held  a  series  of  conference  calls  t(|l 
cuss  a  management  change. 

The  first  person  outside  the  bo;i 
suspect  a  couj)  was  Executive  Vice- 
ident  Gary  M.  Clark.  Clark  and  i 
executives  attended  the  customaf> 
nei'  with  directors  at  Pittsburgh^ 
quesne  Club  the  night  before  the  .]; 
meeting.  He  was  startled  when  a  ( 
tor  slipped  him  an  envelope  after  d 
and  told  him  in  a  hushed  tone  to  oi 
in  private.  The  note  asked  Clark  to 
Morrow  the  following  morning, 
breakfast  at  the  Hilton  Hotel  near 
inghouse's  headquarters.  Morrow  ; 
Clark,  57,  to  serve  as  interim  CEo 
the  board  searched  for  a  replaceni 
'NOT  SURPRISED.'  When  the  dirr 
met  shortly  after  7:30  a.m.  on  the 
floor  of  Westinghouse's  headqu;n 
Lego  deferred  to  their  wishes, 
meeting  lasted  less  than  an  houi 
were  shocked  by  the  suddennes 
timing  of  the  move,"  says  a  senioi' 
inghouse  executive.  "But  we  wer  . 
surprised  that  it  happened." 

Lego's  replacement,  who  is  exp 
to  be  an  outsider,  will  face  a  dai 
task.  Analysts  reckon  Westing! 
must  sell  $1.75  billion  in  assets  thi^^ 
to  meet  its  financial  obligations 
Credit  Corp.  remains  "organized  l  i 
according  to  a  real  estate  consu 
Dallas-based  Eagle  Development  C 
joint  venture  between  Ross  Peii 
and  General  Electric  Pension  1 
wants  to  buy  some  Westinghousf 
estate  assets  but  has  had  trouble  g 
its  calls  returned,  say  sources  cl' 
both  Eagle  and  Westinghouse. 

To  free  the  company  from  its 
Lego's  successor  may  well  be  for( 
consider  .selling  one  of  the  com|. 
jewels— for    example,  Westingi 
Broadcasting  or  ThermoKing  Cor; 
profitable  refrigerated-truck  bus 
Another  option  would  be  to  pres 
l)anks  for  dei)t  relief.  But  even 
ward,  Westinghouse's  recovery  pre 
to  be  long  and  arduous.  After  all, 
the  prospect  of  sluggish  growth  i 
core  businesses— nuclear  energy  ai 
fense  systems— that  led  Westing' 
into  the  treacherous  world  of  n 
tate  lending  in  the  first  place. 

Bi/  Michael  Schroeder,  with  Si' 
Baker  in  Pittsburgh 


70  BUSINESS  WEEK/MARCH  8,  1 993 


THE  COR 


STATE-OF-THE-ART  ELECTRONIC 
SLEEPER  SEAT 


ADJUSTABLE  ELECTRONIC  LUMBAR  SUPPORT 


ADJUSTABLE  ELECTRONIC  FOOTREST 


INTRODUCING  BUSINESSFIRSr  RRST  CLASS  COMFORT.  BUSINESS  CLASS  FARE. 


B  U  S  I  N  I  8  S 


R  S 


You  want  First 
Class.  You  deserve 
First  Class.  So  why 
settle  for  regular  Business  Class  on  international  flights?  That's 
why  Continental  created  BusinessFirst'"-the  comfort  and  ser- 
vice of  International  First  Class  at  a  Business  Class  fare. 

We  started  with  a  new  custom-crafted  electronic  sleeper 
seat-the  only  true  Business  Class  sleeper  seat  of  any  major 
airline.  Our  55"  seat  pitch  provides  more  room  than  the  usual 
40"-42"  offered  by  other  major  airlines.  And  our  new 
BusinessFirst  cabin  features  a  spacious  two-abreast  seating  con- 
figuration so  you'll  never  have  more  than  one  neighbor  sitting 
next  to  you. 

Then  enjoy  a  new  multi-channel  personal  entertainment 
system  with  a  high  resolution  liquid  crystal  display  and  elec- 
tronic stereo  sound,  offering  a  virtually  continuous  selection  of 
movies,  sports,  news  and  music  programs. 

You'll  also  be  treated  to  a  tempting  selection  of  appetizers, 
entrees,  premium  wines,  liquors  and  non-alcoholic  beverages. 


And  our  Executive  .Meal  Option  gives  you  the  choice  of  dining 
before  or  after  our  regular  meal  service. 

We've  also  increased  the  number  of  flight  attendants  on 
every  flight.  So  you  will  enjoy  the  same  attentive  service  asso- 
ciated with  International  First  Class. 

BusinessFirst  is  now  being  introduced  on  our  flights  to 
London  and  Paris,  with  .Madrid,  .Munich  and  Frankfurt  starting 
soon.  And  we're  planning  service  to  the  South  Pacific  and  Tokyo 
in  Spring  m\ 

Call  your  travel  agent  or  Continental  at  1-800-231-0856 
for  more  information, 

And  discover  an  International  Business  Class  that's 
First  Class. 

Continental 

One  Airline  Can  Make  A  Difference" 


©        Contliu-nUl  Airlines.  Inc 


HOW  A  QUIET 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


1 


We've  learned  some- 
^'  thing  over  the  last  half  century  about 

#^  fitting  new  telecommunications  systems  into 

existing  ones.  Even  more  than  technology,  it  takes 
ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow- 
ing. qD    Fujitsu  technology  and  timing  made 
:he  first  self-healing  SONET  fiber  optic  ring  net- 
ork  in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
one.  And  made  America's  first  high-bandwidth  Bfl  i^^^^^lL 
vivable  hng  network  achievable  for  New  Jersey  Bell.  Making  costly 
vice  interruptions  caused  by  natural  or  man-made  disasters  virtually 
solete.  qD   When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
st  switching  system  capable  of  handling  everything  from  narrowband 
/oice  to  broadband  video.   qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qO    Matching  resources  with  resource- 
fulness has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
vide the  answers  when  America's 
Bells  ring. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


e  Corporation 


NATURAL  GAS'S 
HOTTEST  SPOT 


Now,  high-flying  Enron  has  Jim  Baker  and  Bob  Mosbacher,  too 


When  Enron  Corp.'s  shares 
topped  50  recently.  Chairman 
Kenneth  L.  Lay  gave  each  of 
his  7,800  employees  a  crisp  new  $50  bill. 
Lay  was  celebrating  a  yearlong  burst 
in  the  stock— and  much  more  than  that, 
he  hopes.  Most  pipeline  shares  are  soar- 
ing as  investors  bet  that  Pi-esident  Clin- 
ton will  promote  use  of  clean,  plentiful 
natural  gas.  And  Enron  is  leading  the 
pack,  based  partly  on  belief  in  Lay's 
dream  of  building  the  natural  gas  equiv- 
alent of  an  Exxon.  Mobil,  or  Texaco. 
Enron  already  has  the  largest  gas-j^ipe- 
line  system  in  the  U.  S.  and  a  big  oil- 
and-gas  exploration  unit.  Now,  it  is  mov- 
ing aggressively  to  exploit  deregulation 
at  home  and  privatization  of  all  sorts  of 
energy  companies  abroad.  "Rather  than 
resisting  change,"  says  Lay,  "we're  try- 
ing to  lead  it  and  prosper  from  it." 

Ti-ying  hard.  In  the  past  three  years, 
Enron's  gas-services  unit  has  become  a 
leader  in  using  innovative  financial  in- 
struments to  sell  gas  to  two  growing 
markets:  independent  producers  that 
supply  power  to  electric  utilities,  and 
newly  deregulated  local  gas  companies. 


Enron  is  also  building  its  own  indepen- 
dent power  plants  in  the  U.  S.  and  over- 
seas. In  1992,  the  gas-services  and  pow- 
er units  accounted  for  S201  million  of 
the  company's  $773  million  in  operating 
income,  up  from  zip  a  few  years  ago. 
That  helped  lift  Enron's  net  by  20%,  to 
$306  million,  on  sales  that  rose  13.7%,  to 
$6.3  billion— even  as  average  gas  prices 
stagnated.  Pipelines, 
once  the  dominant 
business,  fell  to  42% 
of  operating  income. 

Lay's  sights  have 
risen  considerably 
since  1985.  when,  as 
CEO  of  Houston  Nat- 
ural Gas  Corp..  he 
merged  it  with  pipe- 
line company  Inter- 
North  Inc.  As  dereg- 
ulation opened  up 
the  industry,  the 
PhD  economist,  now 
50,  showed  a  knack 
for  strategj'  and  for 
making  influential 
fi'iends.  A  supporter 


ENRON  BREAKS  AWAY 
f  ROM  THE  PACK 


of    George  Bush,  Lay  has  just  si 
former  Secretary  of  State  Jame 
Baker  III  and  ex-Commerce  Secr( 
Roliert  A.  Mosl:)acher  as  consultan 
arrange  deals  in  the  Mideast  anc 
former  Soviet  Union.  At  home,  h( 
entrusted  Enron's  key  units  to  e 
preneurial  lieutenants  such  as  oil  ve 
Forrest  E.  Hoglund,  59,  recruited 
Texas  Oil  &  Gas  Corp.  to  run  the  € 
ration  unit,  and  Jeffrey  K.  Skilling, 
former  McKinsey  &  Co.  partner 
heads  gas  services. 
NEW  WAYS  TO  PLAY.  Skilling's  fiefd( 
Enron's  hottest.  As  deregulation 
phased  in  during  the  1980s,  fedt 
regulated  gas  pricing  gave  way  to 
sales  on  the  open  market,  and  h} 
late  1980s,  to  more  complex  conti 
Skilling's  group  has  led  the  indust 
spinning  out  a  variety  of  longer- 
contracts  at  fixed  prices,  or  at  p 
tied  to  the  spot  market  or  various  i; 
es.  Its  operating  earnings  hit  $122.J 
lion  last  year— up  fourfold  in  just 
years— on  revenues  that  jumped 
to  $2.8  billion.  Lay  expects  20%  ai 
rompound  growth  for  the  group 
the  next  few  years.  j 
The  unit's  success  stems  partly 
production-payment  deals  it  uses  t 
reserves  from  cash-strapped  .smal 
ducers.  In  one  such  deal,  Enron  p 
$;38.5  million  of  the  $45  million  that 
ver-based  Forest  Oil  Corp.  need 
buy  some  properties  last  year.  1 
turn,  Enron  will  get  about  half  of  1 
billion  cul)ic  feet  of  gas  Forest  de^ 
there.  Enron  had  already  sold  the 
at  higher  than  spot-market  jjrices- 
contracts  of  varying  lengths  th£ 
calibrated  to  the  projected  life 
reserves.  A  30-day  contract  mighi 
IC  per  thousand  cubic  feet  of  gas, 
ing  says,  vs.  6C  or  8C  for  a  fiv' 
contract.  Prudential  Securities  In< 
lyst  David  N.  Fleischer  figures  tl 
average,  Enron's  gas-services  unit 
6C  per  thousand  cubic  feet,  whi 
thinks  is 
than  even  its 
competitors.' 

Enron's  ap] 
has  gotten  a 
from  last  yeai 
ergy  Act.  U 
was  passed,  1 
rules  requirec 
line  compani 
come  to  the 
if     local  u 
couldn't  buy  i' 
spot-market  g:. 
legislation  rl 
that.  howt'M 
now,  local 
panies  ha\  e  > 
up  supplies  o  l:'' 


S&P  INDEX  OF 
PIPELINE  COMPANIES! 
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)ont  lose  another 
lair  without 
jetting  the 
nedical  facts: 


ake  2  minutes  to  learn  about 
3ur  best  chance  to  regrow  hair. 


jAINE®  Topical  Solution  (minoxidil 
is  the  only  product  ever  proven  to 
'ow  hair  So  isn't  it  worth  your  time 
ind  out  about  it  —  even  if  it  gets  a 
e  technical? 

)W  hair  grows: 

r  grows  in  cycles.  There's  a  growth 
se,  then  a  resting  and  shedding 
se.  Usually,  everyone  loses  some 
■  during  the  shedding  phase.  But 
e  pattern  baldness  (androgenetic 
)ecia),  the  most  common  form  of 
loss  in  men,  is  different.  It 
'tens  the  hair's  growth  phase.  So 
•  grows  less  and  rests  longer, 
ilting  in  thin  hairs  that  are  barely 
ole.  Eventually  there  is  no  growth 
11. 

w  Rogaine 
^rows  hair: 

lAlNE  works  in  part  by  prolonging 
growth  phase.  With  more  hairs 
zing  longer  and  thicker  at  the  same 

you  may  see  impro\'ed  scalp 
;rage. 

3  one  can  predict  how  well  RociAiNE 
work  for  you.  But  research  suggests 
patients  having  a  large  number 
■owing  hairs  (at  least  Vs  inch  or 
,er)  seem  to  have  a  better  response, 
ermatologists  conducted  12-month 
ical  tests.  After  4  months,  26%  of 
ants  using  RocjAlNE  reported 
erate  to  dense  hair  regrowth, 


compared  with  11%  of  those  using  a 
placebo  (a  similar  solution  without 
minoxidil  —  the  active  ingredient  in 
RcxiAiNK).  After  1  year,  4(S%of  the  men 
who  continued  in  the  study  using 
RoGAiXE  rated  their  regrowth  as 
moderate  to  dense.  Thirty-six  percent 
reported  minimal  regrowth.  The  rest 
(16%)  had  no  regrowth. 

Side  effects  were  minimal:  7%  of 
those  who  used  Rogaine  had  itching 
of  the  scalp.  Rogaine  should  only  be 
applied  to  a  normal,  healthy  scalp 
(not  sunburned  or  irritated). 


Make  a  4  to  6 
month  commitment 
to  see  results: 

Studies  indicate  that  at  least  4  months 
of  twice-daily  treatynent  with 
Rogaine  are  usually  necessary  before 
there  is  evidence  of  regrowth. 

As  you'd  expect,  if  you  are  older, 
balding  longer,  or  have  a  larger  area  of 
baldness,  you  may  do  less  well. 

Rogaine  is  a  treatment,  not  a  cure. 
So  further  progress  is  possible  only  by 
using  it  continuously.  Some  anecdotal 
reports  indicate  that  if  you  stop  using 
Rogaine,  you  will  probably  shed  the 
newly  regrown  hair  within  a  few 
months. 

Here's  what  you 
should  do: 

Individual  results  vary  widely.  So 
discuss  your  hair  loss  with  your  doctor 
to  understand  what  you  can  realistically 
expect.  Only  a  doctor  can  prescribe 
Rogaine.  So  see  a  dermatologist  or 
another  doctor  experienced  in 
treating  hair  loss  today.  Why  just 
accept  what  nature  has  handed  you 
when  you  can  light  back? 

For  more  information,  a  list  of 
doctors  near  you,  and  a  SIO  certificate 
as  an  incentive  to  visit  your  doctor,  call 
this  toll-free  number:  l-SOO-685-7586. 
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Fight  back  with  Eosaine- 


The  only  product 
ever  proven 
to  regrow  hair. 


What  is  ROGAINE? 

ROGAINE  Topical  Solution  is  a  prescnption  medicine  tor  use  on  the  scalp  tlial  is  used  to  treat  a  type  ot  Itair  loss  In  men  and  women  known  as  androgenetic 
alopecia  hair  loss  ot  the  scalp  vertex  (top  or  crown  ol  the  head)  in  men  and  diffuse  hair  loss  or  thinning  ol  the  front  and  top  of  the  scalp  in  women 
ROGAINE  IS  a  topical  form  of  minoxidil,  for  use  on  the  scalp 

How  effective  Is  ROGAINE? 

In  men:  Clinical  studies  with  ROGAINE  of  over  2,300  men  with  male  pattern  baldness  involving  the  top  (vertex)  of  the  head  were  conducted  by  physicians  in 
27  US  medical  centers  Based  on  patient  evaluations  ol  regrowth  at  the  end  of  4  months,  26%  ol  the  patients  using  ROGAINE  had  moderate  to  dense  hair 
regrowth  compared  with  11%  who  used  a  placebo  treatment  (no  active  ingredient)  No  regrowth  was  reported  by  41%  ol  those  using  ROGAINE  and  60%  ol 
those  using  a  placebo  By  the  end  of  t  year,  48%  of  those  who  continued  to  use  ROGAINE  rated  then  hair  growth  as  moderate  or  better 

In  tramen:  Clinical  studies  with  RO(aAINt  were  conducted  by  physicians  in  11  US  medical  centers  involving  256  women  with  hair  loss  Based  on  patient 
evaluations  of  regrowth  after  32  weeks  (8  months),  19%  of  the  women  using  ROGAINE  had  at  least  moderate  regrowth  compared  with  7%  of  those  using  a 
placebo  No  regrowth  was  reported  by  41%  of  the  group  using  ROGAINE  and  60%  of  the  group  using  placebo 

How  soon  can  I  expect  results  from  using  ROGAINE? 

Studies  show  that  the  response  time  to  ROGAINE  may  differ  greatly  from  one  person  to  another  Some  people  using  ROGAINE  may  see  resuNs  faster  than 
others,  others  may  respond  with  a  slower  rate  of  hair  regrowth  You  should  not  expect  visible  regrowth  in  less  than  4  months 

How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  IS  a  haii-loss  treatment,  not  a  cure  If  you  have  new  hair  growth,  you  will  need  to  continue  using  ROGAINE  to  keep  or  increase  hair  regrowth  If  you 
do  not  begin  to  show  new  hair  growth  with  ROGAINE  alter  a  reasonable  period  of  time  (at  least  4  months),  your  doctor  may  advise  you  to  discontinue  using 
ROGAINE 

What  happens  if  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

Probably  not  f^ople  have  reported  that  new  hair  growth  was  shed  after  they  stopped  using  ROGAINE. 

How  much  ROGAINE  should  I  use? 

You  should  apply  a  1-mL  dose  of  ROGAINE  twice  a  day  to  your  clean  dry  scalp,  once  in  the  morning  and  once  at  night  before  bedtime  Wash  your  hands  after 
use  il  your  lingers  are  used  to  apply  ROGAINE  ROGAINE  must  remain  on  the  scalp  lor  at  least  4  hours  lo  ensure  penetration  into  the  scalp  Oo  not  wash  your 
hair  for  at  least  4  hours  after  applying  it  If  you  wash  your  hair  belore  applying  ROGAINE ,  be  sure  your  scalp  and  hair  are  dry  when  you  apply  it  Pleise  relet 
lo  Itie  Inslwclions  lor  Use  in  the  package 

What  if  I  miss  a  dose  or  forget  to  use  ROGAINE? 

Do  not  try  to  make  up  for  missed  applicalions  of  ROGAINE  You  should  restart  your  twice-daily  doses  and  return  to  your  usual  schedule 
What  are  the  most  common  side  effects  reported  in  clinical  studies  with  ROGAINE? 

Itching  and  other  skin  irritations  ol  the  treated  scalp  area  were  the  most  common  side  effects  directly  linked  to  ROGAINE  in  clinical  studies  About  7  ot  every 
100  people  who  used  ROGAINE  (7%)  had  these  complaints 

Other  side  effects,  including  light-headedness,  dizziness,  and  headaches,  were  reported  both  by  people  using  ROGAINE  and  by  those  using  the  placebo 
solution  with  no  minoxidil  You  should  ask  your  doctor  lo  discuss  side  effects  ot  ROGAINE  with  you 

People  who  are  extra  sensitive  or  allergic  to  minoxidil,  propylene  glycol,  or  elhanol  should  not  use  ROGAINE 

ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  of  the  eyes  or  sensitive  skin  areas  If  ROGAINE  accidentally  gets  into 
these  areas,  rinse  the  area  with  large  amounts  of  cool  lap  water  Contact  your  doctor  if  the  irritation  does  not  go  away  If  the  spray  applicator  is  used,  avoid 
inhaling  the  spray 

What  are  some  of  the  side  effects  people  have  reported? 

ROGAINE  was  used  by  3,857  patients  (347  females)  in  placebo-controlled  clinical  trials  Except  for  dermalologic  events  (involving  the  skin),  no  individual 
reaction  or  reactions  grouped  by  body  systems  appeared  lo  be  more  common  in  the  minoxidil-trealed  palients  than  in  placebo-treated  patients 

Dermitologic:  irritant  or  allergic  contact  dermatitis— 7  36%,  Rtipiratory:  bronchitis,  upper  respiratory  infection,  sinusitis— 7 16%,  Gisltolnlesll- 
nil:  diarrhea,  nausea,  vomiting— 4  33%:  Neurologic:  headache,  dizziness,  lainlness,  light  headedness— 3  42%,  Muiculoskelelal:  fractures,  back 
pain,  tendinitis— 2  59%,  Cardlovaiculir:  edema,  chest  pain,  blood  pressure  increases/decreases,  palpitations,  pulse  rate  increases/decreases— 1 53%, 
Allergic:  nonspecihc  allergic  reactions,  hives,  allergic  rhinitis,  facial  swelling,  and  sensitivity— 1  27%,  Metabollc-Nulrltlonal:  edema,  weight  gam— 
1 24°/o,  Special  Senses:  coniunclivilis,  ear  infections,  vertigo- 1 17%,  Genital  Trad: prostatitis,  epididymitis,  vaginitis,  vulvitis,  vaginal  discharge/ 
itching- 0  91%,  Urinary  Trad:  urinary  tract  infections,  renal  calculi,  urethritis— 0  93%:  Endocrine:  0  47%,  Psychiatric:  anxiety,  depression,  fatigue— 
0  36%,  Hematologic:  lymphadenopalny,  thrombocytopenia- 0  31% 

ROGAINE  use  has  been  monitored  for  up  to  5  years,  and  there  has  been  no  change  in  incidence  or  severity  ol  reported  adverse  reactions  Additional 
adverse  events  have  been  reported  since  marketing  ROGAINE  and  include  eczema,  hypertrichosis  (excessive  hair  growth),  local  erythema  (redness): 
pruritus  (itching),  dry  skin/scalp  (taking,  sexual  dystunction,  visual  disturbances,  including  decreased  visual  acuity  (clarity),  increase  in  hair  loss,  and 
alopecia  (hair  loss) 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Serious  side  eltects  have  not  been  linked  to  ROGAtNE  in  clinical  studies  Hovrever  it  is  possible  that  they  could  occur  if  more  than  the  recommended  dose  of 
ROGAINE  was  applied,  because  the  active  ingredient  in  ROGAINE  is  the  same  as  that  in  minoxidil  tablets  These  effects  appear  lo  be  dose  related,  that  is, 
more  effects  are  seen  with  higher  doses 

Because  very  small  amounts  ol  minoxidil  reach  the  blood  when  the  recommended  dose  ol  ROGAINE  is  applied  to  the  scalp,  you  should  know  about  certain 
effects  that  may  occur  when  the  tablet  form  of  minoxidil  is  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries, 
an  effect  called  vasodilation  Vasodilation  leads  lo  fluid  retention  and  taster  bean  rale  The  following  effects  have  occurred  in  some  patients  taking  minoxidil 
tablets  lor  high  blood  pressure 

Increaseii  heart  rale  some  patients  have  reported  that  then  resting  heart  rate  increased  by  more  than  20  beats  per  minute 

Sill  and  waler  relenlion  weight  gam  of  more  than  5  pounds  in  a  short  period  of  time  or  swelling  of  the  face,  hands,  ankles,  or  stomach  area 

Problems  brealhmg  especially  when  lying  down,  a  result  ol  a  buildup  of  body  fluids  ot  fluid  around  the  heart 

Worsening  or  new  3lla»  ol  angina  pecloris  brief,  sudden  chest  pain 

When  you  apply  ROGAINE  lo  normal  skin,  very  little  minoxidil  is  absorbed  You  probably  will  nol  have  the  possible  effects  caused  by  minoxidil  tablets 
when  you  use  ROGAINE  If,  however  you  experience  any  of  the  possible  side  effects  listed  above,  stop  using  ROGAINE  and  consult  your  doctor  Any  such 
effects  would  be  most  likely  il  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  in  greater  than  recommended  amounts 

In  animal  studies,  minoxidil,  in  much  larger  amounts  than  would  be  absorbed  Irom  topical  use  (on  skin)  m  people,  has  caused  important  heart-strudure 
damage  This  kind  of  damage  has  not  been  seen  m  humans  given  minoxidil  tablets  for  high  blood  pressure  at  effective  doses 

What  factors  may  increase  the  risk  of  serious  side  effects  with  ROGAINE? 

People  with  a  known  or  suspected  heart  condition  or  a  tendency  for  heart  failure  would  be  at  particular  risk  il  increased  heart  rate  or  fluid  retention  were  to 
occur  People  with  these  kinds  ot  heart  problems  should  discuss  the  possible  risks  ol  treatment  with  their  doctor  if  they  choose  lo  use  ROGAINE 

ROGAINE  should  be  used  only  on  the  balding  scalp  Using  R()GAINE  on  other  parts  ot  the  body  may  increase  minoxidil  absorption,  which  may  increase  the 
chances  of  having  side  effects  You  should  nol  use  RtJGAlNE  il  your  scalp  is  irritated  or  sunburned,  and  you  should  not  use  it  if  you  are  using  other  skin 
treatments  on  your  scalp 

Can  people  with  high  blood  pressure  use  ROGAINE? 

Most  people  with  high  blood  pressure,  including  those  taking  high  blood  pressure  medicine,  can  use  ROGAINE  but  should  be  monitored  closely  by  their 
doctor  Patients  taking  a  blood  pressure  medicine  called  guanethidine  should  not  use  ROGAINE 

Should  any  precautions  be  followed? 

People  who  use  ROGAINE  should  see  Iheir  doctor  t  month  after  starling  ROGAINE  and  at  least  every  6  months  thereafter  Stop  using  ROGAINE  it  any  ol  the 
following  occur  salt  and  water  retention,  problems  breathing,  taster  heart  rale,  or  chest  pains 

Do  nol  use  ROGAINE  if  you  are  using  other  drugs  applied  to  the  scalp  such  as  corticosteroids,  retinoids,  petrolatum,  or  agents  that  might  increase 
absorption  through  the  skin  ROGAINE  is  for  use  on  the  scalp  only  Each  1  ml  of  solution  contains  20  mg  minoxidil,  and  accidental  ingestion  could  cause 
unwanted  effects 

Are  there  special  precautions  for  women? 

Pregnaril  women  and  nursing  mothers  should  nol  use  ROGAINE  Also,  its  effects  on  women  during  labor  and  delivery  are  not  known  Efficacy  in 
postmenopausal  women  has  not  been  studied  Studies  show  the  use  of  ROGAINE  will  nol  affect  menstrual  cycle  length,  amount  ol  flow,  or  duration  of  the 
menstrual  period  Discontinue  using  ROGAINE  and  consult  your  doctor  as  soon  as  possible  if  your  menstrual  period  does  not  occur  at  the  expected  time 

Can  ROGAINE  be  used  by  children? 

No,  the  safety  and  eflecliveness  of  ROGAINE  has  not  been  tested  in  people  under  age  18 
Caation:  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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own.  C.  L.  "(..'hiick"  Watson,  CEO  of 
ural  (nis  Clearinghouse,  a  big  Enrc 
val,  thinks  "a  huge  market  will  dev 
as  local  distril)utors  seek  stable  £ 
natives  to  spot-buying.  Skilling  sa> 
now  has  57  different  types  of  cont: 
and  services  to  sell  those  companit 

Electric-utility  dei'egulation  pro^ 
a  related  opportunity.  The  share  of 
electricity  generated  by  indepen 
jiower  i)roducers  is  projected  to  hit 
or  moi-e  liy  the  late  1990s,  vs.  nothii 
1980.  Most  independents  burn  gas, 
they  often  need  fixed-price  contrac 
get  financing.  Enron  has  agreed  to 
vide  1.4  trillion  cubic  feet  of  gas  ovi 
years  to  a  1,000-megawatt  projec 
ing  planned  near  Oswego,  N.Y.,  by 
York  City-based  Sithe  Energies  Inc 
contract  fixes  the  price  of  much  o 
gas  for  five  yeai's  and  indexes  it 
that.  Sithe  Vice-President  James  i 
cer  calls  Enron  "essential  to  the 
since  he  says  none  of  its  rivals 
craft  the  complex  terms  needed  to 
it  fly.  Competitors  say  the  contrac 
just  too  risky  for  them. 
HEATING  UP.  Undaunted,  Enron  is 
ing  power  plants.  When  its  $1.6  1 
Teesside  project  on  England's  norta 
coast  opens  in  April,  the  compan  t 
pects  the  1,725-megawatt  unit  t 
about  3%  of  Britain's  electricity  m  ' 
and  generate  Enron  profits  of  $30  i 
01"  more  a  year.  Enron  says  it  pa 
its  $150  million,  50%-equity  stakeri 
fees  for  conceiving  the  project  an  6 
ing  as  general  contractor.  Now,  it 
ing  to  do  other  big  deals  in  India 
key,  and  elsewhere. 

The  cjuestion  now  is  whether 
can  keep  the  ball  rolling.  One  wi 
that  profits  may  shr'ink  as  comp' 
heats  up  in  the  markets  fueling  th 
jtany's  growth.  Rivals  such  as  T<' 
Coastal,  Natural  Gas  Clearinghou:- 
the  major  oil  companies  are  exp; 
their  gas-rnarketing  opei-ations. 
are  offering  long-term  contracts, 

Enron  also  must  adroitly  mana; 
massive  obligations  it  is  building  3.  i 
executives  say  they  have  tight  fi:^r 
controls— and  swear  they  nevd 
fixed-jjrice  gas  without  locking 
resp<)ndin,g  reserves.  Even  n'\;; 
Enron  has  a  safety  valve:  Its  cxpl'; 
company  has  about  1.8  trillion  cul 
in  re.serves  to  back  up  gas  cotiif 

Risky  or  not,  Enron  seems  Ui  1 
ing  the  right  play.  As  gas  deiii;.  ! 
es— and  more  countries  privatiz  i 
.government-owned  energy  imlii' 
Lay  sees  lots  of  potential.  "It  ^■ 
continue  to  execute  our  strategv^* 
got  tremendous  growth  opporttii 
he  says.  It  might  be  a  good  idea,  i 
to  gather  u])  more  $50  bills. 

/)//  Thane  Petersr/n  In  ,  ■ 
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But  to  get  the  scoop  on  this  decade's  hottest  investor  -  and  help  the 
homeless  with  a  $12  donation  -  he'll  want  to  buy  a  copy  anyway. 
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Shelter  From  the  Storm 

Former  Homek'ss  Vt't 
Donult-s  House  to  Give 
Olhers  New  Direction 

W>  IJ»h  I'nol  riiiu  -  Suifi  Wnu-i 

Talk  dboul  Ikishbacks 
A  group  ul  homeless 
veterans  lucetl  .1  i;r  inily 


The  sprawling  lour- 
bcdroom  house  will  con- 
tinue 10  be  used  by  veter- 
ans who  are  trying  to 
kick  drug  and  alcohol 
problems  and  re-enter  the 
civrlian  work  lorce 
through  an  organization 


^l)e  Itartfort  fJoumnt. 


Hiuriday,  D«<ember  }4. 1993 


Millionaire 
buys  home  for 
veterans 

By  (iary  Libow 
CburanI  Staff  W  riter 

NEW  HAVEN- 
After  surviving  a 
nightmarish  Vietnam 
lour  in  the  late  1960s. 
Stephen  Murphy 
almcist  lost  his  battle 
agamst  desperation, 
the  bottle  and  home- 
lessness  when  he 
returned  home. 

But  through  rehabili- 
tation, the  Army  veter- 
an straightened  out  his 
personal  and  profes- 
sional lite  and  is  now 
dedicating  himself  to 


reviving  other  desti- 
tute veterans.  His 
work  is  about  to  pay 
off  for  some  of 
Connecticut's  veterans, 
who  will  live  in  a 
hou.se  Murphy  has 
bought  at  221-22."^ 
Howard  Ave. 

The  multimillionaire 
investment  counselor 
just  completed  a 
$127,000  deal  forthe 
two-family  home. 
About  six  veterans 
will  live  there  in  a 
supervised  setting 
while  under  treatment 
at  the  nearby  Veterans 
Administration  Med- 
ical Center  in  West 
Haven,  Murphy  said. 


I 


THE  NEXT  GENERATION  IN  INVESTMENT 

The  explosive  I980's  forever  changed  the  face 
of  real  estate  investment,  it  also  caught  some 
major  high-stakes  players  in  the  credit  crunch 
ending  the  decade.  But  from  the  ashes  of  the  over 
extended  80's,  a  smarter,  shrewder  generation  of 
commercial  real  estate  investors  has  emerged. 
And  leading  the  way  is  Stephen  Murphy,  the  $50 
MilHon  Real  Estate  Baron. 

THE  $50  MILLION  REAL  ESTATE  BARON 
Stephen  Murphy  is  a  new  breed  of  investor: 
Up  front.  Honest.  Gutsy.  And  most  uniquely,  with 
a  commitment  to 
giving  something 
back,  A  homeless 
Vietnam  veteran  less 
a  decade  ago, 
Murphy  knows  all  about 
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hardship  and  sacrifice,  discipline  and  determina- 
tion. And  success.  At  last  count.  Murphy  and  his 
investors  in  American  Capital  Investments,  Inc. 
(ACI)  partnerships  had  purchased  more  than 
$50,000,000  of  prime  commercial  property. 

WISER  $  MILLION  STRATEGIES  FOR  THE  90'S 

Stephen  Murphy's  revolutionary,  market 
research-driven  ACI  investments  have  been  mak- 
ing millions  for  him  and  his  investors,  and  flab- 
bergasting the  competition  -  with  1992  profits  of 
15(^%  to  over  200%  annualized.  How  does  he 
create  such  astounding  returns''  Learn  all  about 
Stephen  Murphy's  incredible  rise  to  the  top  -  and 
his  Dreakthrouan  investment  strategies  for  the 
90's  -  in  his  new  book,  ONE  UP  ON  TRUMP. 
Hot  off  the  press  and  bound  for  the  financial  best- 
sellers list.  Murphy  shows  you  how  investors 


large  and  small  are  successfully  participating 
in  the  upward  cycle  of  commercial  real  estate  - 
with  amazing  financial  rewards. 

A  $12.00  INVESTMENT  YOU  CAN  FEEL  GOOD  ABOUT 

Throughout  his  meteoric  fiuancial  success. 
Stephen  Murphy  hasn't  forgotten  the  despair  of 
life  on  the  streets.  All  earnings  from  ONE 
UP  ON  TRUMP  m  to  fund  and  support  the 
American  Capital  Foundation  For  The  Home- 
less, a  non-profit  organization  providing 
homes  and  new  living  programs 
to  the  needy. 


•■He 


FREE  BONUS  OFFER 


iscover  for  yourself,  the  money-making  secrets  in  One  Up  On  Tmnp  FREE  for  30  days. 

You  pick  up  the  $3.75  shipping  &  handling  charge  ($  1 3  for  overnight  delivery) 
and  we'll  rush  your  book  immediately.  If  One  Up  On  Trump  doesn't  prove  its  value, 

simply  return  it.  No  catches.  Otherwise,  30  days  after  you  receive  your  order, 
we'll  charge  your  credit  card  the  balance  of  $  1 2.CK).  It's  RISK  FREE,  And  remember, 
the  $  1 2.00  goes  directly  to  helping  the  homeless !  I 

I'REE  BONUS! 

Charge  or  .send  check  within  15  days  upon  receipt  of  this  book, 
and  you'll  receive  a  FREE  telephone  consultation  with  Stephen  Murphy, 
personalizing  your  investment  obiectives  in  the  New  REO  market. 

To  Order  Now. .  .Call  Toll  Free!!  1-(800)  959-6544 

J  0  order  by  mail,  send  check  to:  American  Capital  Foundation  for  the  Homeless,  Inc. 
(■|  330  Washington  Blvd.,  Penthouse,  Marina  del  Rey,  CA  90292 
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SECURITIES  FIRMS 


THEY  BELIEVE  IN  A 
PLACE  CALLED  HOPE 


Some  Street  firms  see  a  boon  in  several  Clinton  proposals 


The  Clinton  Administration's  assault 
on  drugmakers  has  sent  their 
stocks  into  a  tailspin,  precipitating 
a  sharp  decline  in  the  broad  over-the- 
counter  market.  But  that  hasn't  fazed 
Peter  F.  Drake,  executive  vice-president 
at  Vector  Securities  International  Inc.,  a 
small  investment  bank  in  the 
Chicago  area.  He  has  been  fo- 
cusing on  a  less  visible  facet 
of  Clinton's  economic  plan:  a 
tax  break  for  long-term  inves- 
tors in  small  companies.  Drake 
is  organizing  a  new  $30  million 
fund  to  invest  in  small  biotech- 
nology concerns  "The  great 
thing  about  Wti  hington  is 
they  create  opportunities," 
says  Drake. 

He  isn't  the  only  ;'iie  in  the 
securities  business  wlio  sees 
opportunity  in  the  Clinton  pro- 
gram. From  a  new  crop  if  lim- 
ited partnerships  to  tat  •  ad- 
vantage of  tax  breaks  to 
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greater  municipal  bond  issuance,  to 
more  mergers  and  acquisitions,  Wall 
Street  is  already  dreaming  up  ways  to 
cash  in.  Says  M.  William  Benedetto,  the 
head  of  investment  banking  boutique 
Benedetto,  Gartland  &  Greene  Inc.; 
"Wall  Street  thrives  on  change.  This 


HOW  THE  STREET  MAY  UiSH  W 
ONTHECUNTONPUN 


■reaks  for  investors  in  small  business  could  foster  a  boorrt; 
these  vehicles  as  financing  conduits 

Tax  changes  and  increased  government  intervention  in  busineSi 
could  hike  the  pace  of  acquisitions  and  divestitures 

Higher  tax  rates  should  spur  the  underv/figrj. 
most  popular  income  sheltering  device 


REITs  could  get  a  boost  if  pension  funds  receive  incentives  to  plow 
money  into  these  trusts 


change  is  going  to  catapult  buyinl 
selling  activity,  which  creates  ccl 
sions  for  brokers  and  opportunitil 
investment  bankers." 

True,  Wall  Street  hasn't  revve' 
high  gear.  Clinton  still  has  to  cn 
Congress  to  approve  his  plan.  "N 
will  happen  for  three  to  seven  nn. 
says  Ronald  L.  Gallatin,  managing 
tor  at  Lehman  Brothers. 

But  the  Street  is  already  well  int 
ous  number-crunching.  Take  the  I 
the  top  federal  income-tax  rate  td 
"The  plan  says  to  the  retail  iir 
'The  government  will  take  away  \u 
your  disposable  income  and  won 
vide  as  much  money  in  your  old  : 
income  and  for  health  care,'  "  sa\  , 
mond  Worseck,  chief  economist  at- 
brokerage  A.  G.  Edwards  &  Sor 
"That  creates  a  lot  more  demand  1- 
products  and  services." 

The  yawning  127^  gap  between 
and  the  capital-gains  tax  rate,  win 
mains  at  287,  may  spur  more  \ 
ments  in  stocks.  "It  may  very  well 
investors  more  willing  to  take  rt 
diverting  funds  into  equity-type  \ 
ments,"  says  Lehman's  Gallatin. 

The  Street  could  get  a  lot  of  n:f 
out  of  Clinton's  tilt  toward  smalt 
ness.  Creating  a  secondary  mark 
small-business  loans  by  secur'- 
them  got  a  boost  from  an  endor 
by  Federal  Reserve  Chairman- 
Greenspan.  Already,  Fremont  Fiir 
Corp.,  a  Santa  Monica  (Calif.)  I 
company,  has  been  gearing  up  n 
securities   backed   by   loans  to 
companies. 

'TIDAL  WAVE.'  More  important  is 
posed  tax  break  for  investors  ii  ' 
nesses  with  capitalizations  of  $25  .il 
or  less.  Those  who  hold  their  stocl-'o 
least  five  years  will  be  able  to  i 
507  of  their  capital  gains  from  ta 
Most  Street  firms  do  not  issue  sti 
companies  this  small,  but  Paine\ 
Inc.  and  others  are  exploring  ^ 
for  investors  to  pump  in 
into  portfolios  of  small  w 
nies,  from  limited  partn 
to  hedge  funds.  "We'r 
ing  hard  at  providing  \ 
capital   access   to  indi 
and  encouraging  long-ti 
vestment  in  small  com} 
says  Daniel  H.  Case  III 
dent  of  Hambrecht  &  ( 
Merger-and-acqu  isitio 
ity  could  get  a  big  j 
"There  isn't  a  decent  ccip 
in  the  country  that  isn'tsl 
the  question,  'How  is  tl»  I' 
damental  shift  in  goveiv.- 
affecting  our  business?'  s' 
Benedetto.  For  examp 


'feet  of  a  more  active  federal  role 
ilth  care  may  be  to  force  U.  S. 

care  companies  to  look  overseas 
)ital  from  foreign  partners.  "If  the 

markets  in  health  care  and  bio- 
amain  closed  to  new  stock  offer- 
)r  the  next  three  months,  you  will 
idal  wave  of  activity  on  the  strate- 
iance  and  M&A  front,"  says  Vec- 
>rake. 

taxes  could  have  a  similar  effect, 
ample,  the  energy  tax  may  favor 
1  gas,  which  would  mean  more 
i-tions  in  the  gas  industry,  while 
ners  may  become  less  attractive 
srefore  divestiture  candidates, 
market  for  real  estate  investment 
(REITs),  publicly  traded  companies 
anage  real  estate  portfolios,  could 
ut  a  winner.  One  Clinton  proposal 
make  it  easier  for  pension  funds 
big  positions  in  REITs,  which  the 
;  tax  code  discourages.  Says  Salo- 
Tothers  Inc.'s  Michael  Giliberto, 
r  of  real  estate  research:  "It's 
or  the  REIT  biz,  great  for  pension 
and  great  for  Wall  Street." 
icipal  bonds  should  get  a  double- 
d  boost.  Most  obviously,  high-tax- 
:  investors  will  be  gobbling  them 
:  underwriting  should  also  i)ick  up 
3  of  the  billions  Clinton  wants  to 
nto  federal  spending  on  state  and 
ifrastructure  projects.  Municipal- 
)uld  need  to  issue  bonds  to  match 
leral  monies.  There's  even  talk 
:onomic  development  zones  and 
's  proposed  community  develop- 
anks  would  become  muni  issuers, 
■ry  good  for  public  finance,"  says 
G.  Zarb,  CEO  of  Smith  Barney, 
Upham  &  Co. 

FOOLISH.  Wall  Street  doesn't  like 
)f  the  Clinton  proposals.  Higher 
'ill  divert  money  from  the  private 
md  pump  it  into  big  government, 
lelieve.  Some  see  a  big  downside 
)reaks  for  companies  with  capital- 
.  under  $25  million,  not  the  $100 
figure  in  pending  legislation, 
uld  provoke  a  wave  of  initial  pub- 
rings  by  disreputable  penny-stock 
Further,  says  Frank  E.  Baxter, 
nt  of  Jeffries  &  Co.,  "I  can  see 
ies  being  constructed  to  meet  the 
les,  which  leaves  a  lot  of  opportu- 
or  abuse." 

■r  to  home,  highly  paid  bankers, 
,  and  money  managers  will  be 
to  that  39.6%  tax  rate.  Clinton 
mts  to  raise  $4.45  billion  in  the 
:  years  by  making  firms  write  off 
ied  securities  gains. 
•  Street  has  always  felt  more  com- 
;  with  a  laissez-faire  Republican 
White  House.  But  despite  a  few 
,  the  Street,  at  least  for  the  next 
irs,  may  do  nearly  as  well  under 
"nocrats. 

^  Leah  Nathans  Spi  ro  in  Neiv  York 


MARKETS  &  INVESTMENTS! 


JAPAN  PUTS  FOREIGN  ARBS 
ON  ITS  ENDANGERED  LIST 


It's  changing  the  rules  so  they  can't  cash  in  on  the  Nikkei's  woes 


Since  Japanese  stocks  went  into 
their  historic  nosedive  in  1990,  Mit- 
suo  Sato,  deputy  president  of  the 
Tokyo  Stock  Exchange,  has  nowhere  to 
hide — even  at  home.  Angry  investors,  he 
says,  keep  his  phone  ringing  off  the 
hook.  They  have  a  beef,  and  not  with  the 
big  domestic  brokerage  firms  that  domi- 
nate Japanese  equities.  It's  those  blasted 
foreign  index  arbitrageurs. 

Do  Japanese  investors  have  reason  to 
be  upset?  Not  necessarily.  Index  arbs 
take  advantage  of  momentary  price  dis- 
crepancies between  stock-index  futures 
and  the  underlying  stocks — which,  in  Ja- 
pan, are  the  components  of  the  Nikkei 
225-stock  average.  Theoretically,  at 
least,  arbitrage  should  not  move  mar- 
kets over  the  long 
term.  But  fair  or  not, 
all  this  grijjing  is  be- 
ginning to  take  its  toll. 
And  it  could  spell  the 
end  of  a  lucrative 
source  of  profits  for 
an  illustrious  roster  of 
foreign  firms:  Morgan 
Stanley,  Salomon 
Brothers,  and  Swiss 
Bank  among  them. 
The  Finance  Ministry 
and  Tokyo  Stock  Ex- 
change now  want  to 
shut  down  the  arbs' 
current  game. 
SCAPEGOATS?  Officials 
are  pressing  the  Osaka 
Securities  Exchange  to  scrap  its  Nikkei 
futures  contract  as  early  as  1995.  In  its 
place,  the  exchange  would  list  a  new 
contract  tracking  a  more  broadly  based 
index,  one  supposedly  less  prone  to  price 
swings  from  program  trading.  The  idea 
is  to  restore  investor  confidence.  But  to 
some  Westerners,  the  anti-arb  campaign 
is  using  overseas  firms  as  whipping 
boys  for  the  Tokyo  doldrums.  "It's  con- 
venient to  have  a  scapegoat — particular- 
ly one  who's  foreign,"  says  Gary  Gasti- 
neau,  a  vice-president  at  Swiss  Bank 
Corp. 

The  Nikkei  average  is  at  the  center  of 
the  controversy.  Unlike  the  market-cap- 
weighted  Standard  &  Poor's  500-stock 
index,  the  Nikkei  is  a  price-weighted  av- 
erage. And  it  includes  thinly  traded  is- 
sues that  subject  it  to  price  swings  when 
programs  hit  the  market.  The  new  index 


proposed  by  Tokyo  officials  would  re- 
semble tlie  S&P.  But  critics  say  it  may 
have  the  same  flaws  as  the  Nikkei.  Big 
banks  would  loom  large  in  the  new  in- 
dex. Most  of  their  shares  are  closely 
held  and  rarely  traded,  making  them  as 
volatile  as  small  companies.  Sato  con- 
cedes that  "inclusion  of  banks'  shares 
will  give  rise  to  the  same  questions  we 
face  now." 

TOUGH  SELL.  The  anti-arb  campaign  may 
not  succeed.  Osaka  plans  to  keep  Nikkei 
futures  until  the  new  contract  overtakes 
it  in  volume.  And  profits  from  program 
trading  appeal  to  Japanese  as  well  as 
foreign  firms.  Morgan  Stanley's  Tokyo 
branch,  a  major  arb,  earned  some  $101 
million  in  the  six  months  ended  last  Sep- 


tember, more  than  six  times  what  Daiwa 
Securities  Co.  earned  in  the  same  period. 
Japanese  brokerages  use  programs  to 
enhance  the  profitability  of  some  of 
their  hottest  financial  products.  One  Jap- 
anese firm  is  said  to  be  selling  warrants 
to  investors  in  Europe  that  pay  off  if  the 
Tokyo  market  rises  past  a  certain  level. 
To  hedge  their  market  exposure,  the 
firm  must  engage  in  extensive  trading  in 
Japanese  index  futures.  Index  arbitrage 
makes  such  trades  more  lucrative. 

Sato  wants  all  exchange  members — 
domestic  and  foreign — to  quit  selling 
those  warrants.  But  that's  a  tough  sell 
for  a  simple  reason — they  make  money. 
If  program  trading  can  become  a  major 
part  of  the  Japanese  money  machine,  it 
will  be  around  for  a  long  time. 

By  Larry  Holyoke  hi  Tokyo,  with  David 
Greising  in  Chicago 


UNnmSHED  BUSINiSS: 
21,000  ACRES  LEFT 
BEHIND  Br  JAILED  THRIFI 
EXEC  CHARLES  KEATING 
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REAL  ESTATE  I 


'NOW  THEY'RE 
REALLY  DOWN 
TO  THE  DREGS' 


The  RTC  is  trying  new  tactics 
to  sell  its  remaining  properties 


Given  the  shattered  faith  of  many 
in  the  efficacy  of  government, 
the  Resolution  Trust  Corp.'s  rec- 
ord in  mopping  up  after  the  savings  and 
loan  fiasco  looks  nothing  short  of  stun- 
ning. In  little  more  than  three  years,  the 
agency  has  peddled  more  than  $330  bil- 
lion in  securities,  properties,  and  loans  it 
acquired  from  failed  s&Ls,  recouping  a 
surprising  92'/'  of  book  value. 

But  look  again.  The  RTC  is  still  sitting 
on  a  $100  billion  stockpile  of,  well,  junk. 
About  half  of  the  agency's  real  estate, 
for  example,  consists  of  nearly  worth- 
less land  investments  such  as  Texas 
"rock  farms"  and  half-built  desert  com- 
munities. "The  RTC  has  always  had  hard- 
to-sell  assets,  but  now  they're  really 
down  to  the  dregs,"  notes  Stephen  A. 
Roth,  president  of  Los  Angeles  real  es- 
tate firm  Secured  Capital  Corp. 

To  help  these  dogs  fetch  top  dollar, 
the  agency  has  begun 
moving  aggressively  be- 
yond its  conventional 
sales  tactics  (table).  It's 
expanding  to  troubled 
loans  its  successful  se- 
curitization program, 
which  has  used  pools  of 
performing  loans  as  col- 
lateral for  bond-like  se- 
curities. It's  also  joining 
forces  with  del)t-collec- 
tion  agencies  and  large 
investors  to  unload  oth- 
er properties. 
EQUITY.  To  share  in  any 
windfalls,  the  UTC  is 
keeping  equity  stakes  in 
lots  of  the  properties  it 
is  selling.  "As  we  get 
down  to  the  harder-core 
stuff,  it's  important  for 
us  to  retain  some  up- 
side potential,"  says  La- 
mar C.  Kelly  Jr.,  the 
RTC's  senior  vice-presi- 
dent for  asset  manage- 
ment and  sales. 

One  of  the  RTC's  most 
promising    tactics  is 


HOW  THE  RTC  IS 
CLEANING  HOUSE 

JOINT  VENTURES  Deals 
are  being  set  up  with  inves- 
tors to  manage  and  sell  $2 
billion  worth  of  vacant  land, 
unfinished  apartment  com- 
plexes, and  incomplete 
shopping  centers 

SECURITIZATION  Nonper 
forming  loons  are  being 
packaged  into  collateral  for 
securities  sold  to  institution- 
al investors 

COUEaiON  AGENCIES 

Portions  of  some  bad  loans 
are  being  sold  to  private 
collection  agencies 

BULK  SALES  Large  pack- 
ages of  nonperforming 
loans  and  undesirable  real 
estate  are  being  sold  to  in- 
vestor groups,  who  can  re- 
turn portions  of  the  assets 
under  certain  conditions 


bulk  sales  of  troubled  properties.  This 
summer,  the  agency  will  choose  winning 
bidders  for  six  large  packages  of  real 
estate,  including  1,000  undeveloped 
tracts,  unfinished  apartment  and  condo- 
minium complexes,  and  abandoned  shop- 
ping centers.  Among  the  properties:  Es- 
trella,  an  aborted  21,000-acre  residential 
development  15  miles  outside  of  Phoenix 
that  was  started  by  jailed  thrift  execu- 
tive Charles  H.  Keating  Jr.  The  agency 
recently  rejected  two  offers  to  buy  100'.' 
of  Estrella — reportedly  for  $17  million  in 
cash  or  $25  million  with  financing — be- 
cause it  believes  it  can  do  better  holding 
on  to  a  large  part  of  the  equity.  Current 
plans  call  for  selling  a  257'  stake.  Some 
real-estate  experts  think  waiting  is 
smart.  "The  Estrella  has  extraordinary 
potential,"  says  David 
M.  Luber,  a  Los  Ange- 
les attorney  who  leads  a 
bidding  group.  "The  up- 
side is  incalculable." 

The  RTC  is  also  bet- 
ting that  it  can  get 
higher  prices  on  the 
troubled  loans  it's  pool- 
ing in  its  securitization 
program  than  it  could 
by  selling  them  sepa- 
rately. The  agency  is 
converting  pools  of  non- 
performing  loans,  in- 
cluding some  that  bid- 
ders have  snubbed  in 
the  past,  into  tradable 
short-term  securities. 
Already,  agency  offi- 
cials say,  securitizing 
loans  has  enabled  the 
government  to  raise 
$2.9  billion  more  than  it 
could  have  if  the  RTC 
had  auctioned  the  loans 
off  in  smaller  lots. 

Notwithstanding  the 
optimism  of  many  RTC 
officials,  though. 


squeezing  big  bucks  from  junk  wnw' 
easy.  "The  ultimate  success  of  the  d 
up  and  the  final  loss  numbers  are  .^u 
the  balance,"  says  Peter  H.  Ahm 
president  of  the  Thrift  Depositor  I '11 
tion  Oversight  Board.  In  truth,  the 
expects  to  recover  no  more  than  Mdi 
the  dollar  for  many  of  its  land  s; 
And  even  that  may  be  overstated,  h 
concedes  that  "trades  in  raw  land  nr 
infrequent  that  the  values  are  liardt;. 
estimate."  And  while  the  RTC's  ec 
retention  will  seem  brilliant  if  the 
estate  market  rebounds,  it  will  look 
a  speculative  blunder  if  market  c( 
tions  worsen. 

MYSTERY  LOANS.  What's  more,  the 
securities  could  pose  pitfalls  for  bot 
vestors  and  the  RTC.  To  sell  the  { 
ages,  the  RTC  had  to  provide  payi 
guarantees  to  investors.  But  some  0: 
thrifts  were  in  such  disarray  when 
RTC  took  them  over  that  it  doesn't  l< 
the  real  condition  of  some  of  the  k 
Critics  say  that  if  many  notes  dei 
the  RTC  may  have  to  make  big  payir 
to  make  good  on  the  bonds. 

In  the  past,  the  RTC  has  been  criti 
for  unloading  some  properties  at 
gain-basement  prices,  giving  bu 
huge  profits.  Retaining  an  equity  s 
and  a  share  in  any  price  increas( 
many  remaining  deals  is  one  waj 
RTC  is  seeking  to  quell  those  critics 
some  legislators  question  whethei} 
agency  should  act  as  a  real  estate  s  i 
lator.  For  taxpayers,  the  strateg;* 
like  having  someone  else  going  int| 
gambling  casino  and  playing  the  g»' 
for  you,"  says  Representative  Bru  'F 
Vento,  a  senior  member  of  the  ¥^ 
Banking  Committee.  ; 

Despite  the  criticism,  RTC  ofilj' 
have  begun  to  boast  that  the  cleanPl 
"in  the  eighth  inning."  But  if  the 
latest  ventures  falter,  it  could  beW^ 
the  agency's  early  success  and  forcM 
thrift  bailout  into  extra  innings. 

Bi/  Dean  Foust  in  Washi 
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GENE  G-  MARCIAL 


HIS  INSURANCE 
OMPANY  NEVER 
f  RITES  A  POLICY 


i^Mheii  people  talk  insurance, 
k^AM  hardly   anyone  mentions 

fW^m  Warner  Insurance  Services, 
at's  probably  because  Warner  (no 
ation  to  Time  Warner)  serves  insur- 
rather  than  the  public.  But  Warner 
fast  becoming  an  indispensable  tool 
insurers — and  that  has  caught  the 
ention  of  some  Street  pros, 
several  big  investors  have  bought  in, 
luding  Fidelity  Group,  which  is  said 
have  taken  an  8%  stake.  The  compa- 
s  Big  Board-listed  stock,  traded  at 
in  early  September,  hit  a  high  of  13 
Novem.ber  and  is  now  at  lOys. 
[lat's  Warner's  appeal? 
t  offers  an  array  of  services  to  in- 
fers in  the  high-risk  end  of  auto  in- 
■ance — unwanted  business  that  state 
'ernments  usually  assign  to  insur- 
Warner  processes  policies  and  han- 
claims  for  insurers  primarily  in 
w  Jersey  and  New  York  but  doesn't 
ume  any  risk. 

But  there's  more  to  Warner  now," 
s  veteran  stock  picker  Jimmy  Nis- 
,  a  managing  director  at  Ladenburg 
[ilmann.  Warner's  recently  acquired 
'ER-ALL  Systems  unit — which  offers 
.ata  processing  system  to  nonauto 
perty-and-casualty  insurers — will 
ig  Warner  "into  the  huge  P&C  busi- 
s  in  a  big  way,"  says  Nissan.  COV- 
Iall's  potential,  he  adds,  isn't  re- 
ted  yet  in  the  stock's  price. 
I  Earner  Chairman  and  CEO  Harvey 
I  eger  says  COVER-ALL  should  kick  in 
!S  of  $5  million  this  year,  $15  million 
t  year,  and  $25  million  in  1995. 
I  rner  posted  revenues  of  $48  million 
he  year  ended  Oct.  31,  1992. 
SAVINGS.  Some  60  insurers  have 
iady  signed  up  for  the  system. 
iOng  them:  American  International 
lup.  Prudential  Insurance,  Fire- 
I's  Fund,  Home  Insurance — and  a 
or  Japanese  insurer, 
.nalyst  Bill  Walling  at  Ray  Dirks 
I  earch  is  also  bullish  on  Warner, 
ere's  no  question  that  Warner's 
ER-ALL  has  caught  the  fancy  of  the 
insurers  and  should  be  a  tremen- 
is  winner,"  says  Walling.  COVER- 
which  runs  on  personal-computer 
t-Vorks,  is  a  very  flexible  system 
can  be  used  for  any  kind  of  prop- 
I -and-casualty   policy   product,  he 
iS.  It  combines  in  a  single  system 


WILL  WARNER  INSURANCE 
SCALE  ANOTHER  PEAK? 
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everything  that's  common  to  all  lines 
of  insurance,  including  ratings,  renew- 
als, and  cancellations.  The  result,  he 
says,  is  big  savings  in  time  and  m.oney. 

Walling  expects  Warner  to  earn  65$ 
a  share  this  year,  90$  next  year,  and 
$1.20  in  1995,  vs.  last  year's  45$.  Based 
on  such  fast  growth,  the  stock  could 
double  in  a  year,  he  says. 


HELU), 

ST.  PETERSBURG? 


Add  one  more  name  to  the  grow- 
ing list  of  telephone  companies 
seeking  to  profit  from  the  ris- 
ing worldwide  demand  for  phone  ser- 
vices: Petersburg  Long  Distance,  for- 
merly NWE  Capital.  Its  market  is  St. 
Petersburg,  Russia,  where  multination- 
als including  Eastman  Kodak,  Philip 
Morris,  RJR  Nabisco,  and  Honda  Motor 
are  operating.  Shares  started  trading 
on  the  over-the-counter  market  on  Feb. 
18  at  IV4.  They're  now  up  to  9 Vs. 

"The  stock  is  sure  to  attract  atten- 
tion soon  because  Petersburg  Long 
Distance  is  virtually  a  monopoly  in  that 
burgeoning  city,"  says  one  London 
money  manager.  PLD's  "tight  business 
and  political  links  in  St.  Petersburg  re- 
assure me  about  the  company's  future 
growth,"  he  adds. 

PLD  owns  507^  of  PeterStar,  a  Rus- 
sian company  licensed  to  provide  phone 
services  in  St.  Petersburg.  The  local  St. 
Petersburg  telephone  company  owns 
407'  of  PeterStar,  and  a  group  headed 
by  St.  Petersburg's  mayor  and  Tiller 
International  holds  107. 

Bill  Hoppke,  a  vice-president  and 
treasurer  at  Dominion  Capital  in  Rich- 
mond, Va.,  says  he's  confident  that 


pld's  growth  will  accelerate  over-  the 
next  two  years.  Dominion  holds  a  107 
stake  in  Petersburg  Long  Distance. 
PLD  Chairman  and  CEO  Rupert  Galliers- 
Pratt  notes  that  St.  Petersburg's  phone 
system  can't  handle  the  rising  volume 
of  calls  now  that  the  multinationals  set 
up  shop.  He  says  British  Telecommuni- 
cations has  installed  an  earth  station  to 
link  phone  services  by  satellite,  and 
GEC  Plessey  Telecommunications  sup- 
plied pay-phone  hardware. 

Analyst  Gordon  Muir-Carby  at  Smith 
New  Court  Europe  in  London  expects 
the  company  to  turn  a  profit  this  year, 
with  earnings  of  58$  a  share,  $1.07 
next  year,  and  $1.56  in  1995. 


SCANNING 
THE  WORLD 


Those  ubiquitous  bar  codes  are 
showing  up  everywhere.  Soon  al- 
most no  product  will  escape  the 
graph-like  identification  marks.  That's 
what  Nicholas  Toms,  chairman  and 
CEO  of  Peak  Technologies  Group,  ex- 
pects will  happen.  Peak  Technologies, 
which  distributes  and  develops  a  broad 
range  of  equipment  for  bar-code  appli- 
cations, will  be  growing  at  breakneck 
speed  to  meet  the  demand,  says  Toms. 
The  company's  stock  has  come  under 
pressure  recently  after  rising  to  13  in 
December  from  6M2  in  mid-October.  It 
is  now  trading  at  9^2. 

Peak  is  not  a  supplier  to  retailers  or 
supermarkets,  where  the  field  is  al- 
ready crowded.  Some  807f  of  supermar- 
kets and  50%  of  retailers  use  bar-code 
scanners  at  the  checkout  counters. 
Peak  is  concentrating  on  the  nonretail 
end,  where  bar  codes  are  just  starting 
to  make  headway.  For  instance,  Motor- 
ola, one  of  Peak's  customers,  has  start- 
ed using  bar  codes  and  scanners  to 
keep  track  of  shipments  and  inventory. 
Other  big  customers:  Xerox,  Newell, 
and  New  York  City's  public  schools. 
Toms  says  Peak  has  designed  and  in- 
stalled a  bar-code  identification  system 
for  44  schools,  used  for  security  and 
for  accounting  for  items  and  equip- 
ment, including  books. 

James  Hickey,  a  partner  and  analyst 
at  William  Blair,  a  Chicago  securities 
firm,  believes  Peak's  stock  is  signifi- 
cantly undervalued  based  on  the  com- 
pany's "huge  growth  opportunities"  in 
the  nonretail  part  of  the  business. 

One  money  manager  estimates  earn- 
ings of  49$  a  share  for  1992  on  reve- 
nues of  some  $82  million,  nearly  double 
199rs  $43.8  million.  Hickey  sees  earn- 
ings of  7.5$  to  80$  in  1993." 
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BRAINSTORM 
AT  EGGHEAD? 


It  brings  in  two  bankers  to  re\ive  profits 


Corporate  titans  are  not  the  only 
ones  experiencing  boardroom  dra- 
mas these  days.  Egghead  Inc.,  the 
nation's  No.  1  .software  distributor,  has 
had  its  own  showdown  between  man- 
agement and  activist  directors. 

On  Feb.  10,  the  suburban  Seattle  com- 
pany said  it  appointed  both  a  new  chair- 
man and  a  new  chief  executive.  The  ap- 
pointments ended  an  executive  search 
that  began  right  after  a  contentious 
board  meeting  last  Sept.  16.  when 
Egghead's  nine  directors  met  to  discuss 
the  fate  of  the  struggling  8665  million 
company.  The  outcome:  Chairman  Stuart 
M.  Sloan  and  two  other  directors 
stepped  down  immediately.  Within 
months,  CEO  Matthew  J.  Griffin  and 
three  other  senior  executives  left  as 


rURNPAUCH 
DEVELOPED 
SOFTWARE 
BEFORE 
JOINING 
SEAFIRST 
BANK 

chain  and  reach  into 
new  businesses,  such 
as  international  distrilju- 
tion  and  superstores.  Since  the 
two  were  nearing  the  end  of  a  four-year 
contract  that  was  not  scheduled  for  re- 
newal, Sloan  and  Griffin  may  not  have 
felt  an  urgent  need  to  act.  Griffin  says 
he  resigned  and  confirms  that  he  dis- 
agreed with  some  directors  over  ex- 
pansion plans.  Sloan  did  not  return 
BUSINESS  week's  phone  calls. 

The  dispute  came  at  a  critical  time. 


EGGHEAD'S  SCRAMBLED  HISTORY 


UTE  MARCH,  1992 

A  New  York 
money  manager 
names  Egghead 
-  his  "No.  1  stock" 
for  next  1 2  months 
and  predicts 
$42  share  price 


NOV.  18 

Second-quarter 
earnings  foil  75%, 
Matthew  Griffin 
'esigns  as  CEO 


FEB.  10,  1993 

Tim  Turnpough 
is  named  CEO. 
Richord  Cooley 
becomes  chair- 
man. Announces 
third-quarter 
earnings,  down 
63.5% 


AUG.  S  Warns 
that  first  quarter 
be  disappo" 


I  i  I  I  I 


SEPT.  16  Stuart  Sloan  re- 
signs OS  chairman  at  con- 
tentious board  meeting 
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weil.  "These  were  not  resignations,"  say.^ 
one  director.  "I  would  draw  the  analogj- 
of  General  Motors." 

Sloan  and  Griffin,  two  local  business- 
men, had  joined  a  troubled  Egghead  in 
1989  and  restored  profitability  through 
strict  cost  controls.  Egghead's  share 
price  soared  from  10  in  1989  to  30  by 
early  1992.  But  by  then,  says  the  direc- 
tor, Sloan  and  Griffin  were  resisting 
steps  urged  on  them  by  some  directors 
to  expand  rapidly  the  nearly  200-store 


Price  war.s  were  breaking  out  between 
such  top  suppliers  as  Microsoft,  Lotus 
Development,  and  Borland  International. 
As  profit  margins  on  software  collapsed. 
Egghead  suffered.  For  the  first  nine 
months  of  the  fiscal  year  that  ends  in 
March,  net  income  dropped  59%,  to  S4.7 
million.  Sales  grew  only  4%,  to  S530  mil- 
lion. Software  Spectrtmi  Inc.  and  Corpo- 
rate Software  Inc.,  by  contrast,  each 
grew  by  more  than  30%  last  year  by 
giving  big  discounts  to  corporate  buyers. 


By  Septeml 
Egghead's  st 
had  dropped  t< 
,  That  prodded 
activist  direc 
Seattle  phil 
thropist  Sair 
X.  Stroum, 
;rge  the  sea 
Mr  a  new  ir 
agem.ent  te; 
Says  Stro) 
"We  have  thej 
tential  to  be  j 
nificantly  larg 
Stroum,  who  j 
Sloan's  father-in-j 
until  a  1991  divo. 
says  that  family  matj 
had  nothing  to  do  with: 
decisions.  A  former  dire 
of  Bank  of  America's  Seal 
Bank,  Stroum  helped  line  up  two 
first  executives  for  the  top  jobs.  Rid 
P.  Cooley,  retired  CEO  of  the  banl 
the  new  Egghead  chairman,  and  T, 
thy  E.  Turnpaugh,  who  was  Seafi 
vice-chairman,  is  the  new  CEO. 
'STEEP  CURVE.'  Can  a  couple  of  ban 
turn  around  Egghead?  Turnpaugh, 
has  no  experience  in  the  retail  or 
ware  businesses,  is  on  the  hot  seat 
though  Egghead  has  opened  33  ston 
the  current  fiscal  year,  the  chain  is  1 
pressed  to  keep  up  with  the  new 
puter  superstore  chains,  which  sto 
wide  range  of  software  and  hard 
at  rock-bottom  prices.  Despite 
name— Egghead  Discount  Software 
stores  now  represent  the  high-cost 
mula:  small  shops  in  pricev'  downi 
spots  with  weO-trained  staffs.  "The  t 
tion  is  whether  that  concept  is  coi 
ling  in  today's  world,"  says  Nathi 
Morton,  CEO  of  Dallas-based  Comp, 
which  now  runs  39  superstores 

To  respond  to  the  superstore  th 
Turnpaugh  says  "we  have  to  shov 
world  that  we  are  deadly  serious 
taking  decisive  action."  The  43-yeJ 
still  looks  like  a  banker— dark 
white  shirts,  conservative  ties, 
gold  Cross  pen— but  says  he's  al 
been  a  techie  at  heart.  A  business 
uate  of  Indiana  University,  he  sper 
first  12  years  of  his  career  as  a 
ware  developer  at  Continental 
Corp.  After  switching  to  Seafirst  in 
Turnpaugh  managed  its  technolog;* 
vice  division  before  moving  up  to*^ 
all  operations. 

Running  Egghead  may  turn  out' 
a  lot  like  running  a  bank,  says  t 
paugh.  Both,  he  says,  operate  retal 
lets  and  provide  services  to  coil 
tions.  To  improve  efficiency,  he  sayj 
oversee  Egghead's  move  into  eleC' 
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!ng  and  delivery  of  software  for 
big  customers  as  Boeing  Co.  Di- 
sales  to  such  clients  account  for 
'  60%  of  Egghead's  business, 
remain  No.  1,  however,  Egghead 
more  radical  change.  Turnpaugh, 
s  just  formulating  his  strategic 
has  announced  the  search  for  a 
■star"  retail  specialist  to  help  him 
mine  Egghead's  operations.  Open- 


ing suburban  software  superstores  and 
going  international  are  among  the  op- 
tions he  may  consider. 

But  there  isn't  much  room  to  plot 
strategy.  Comp  USA,  for  example,  has 
staked  out  the  choice  suburban  locations. 
And  investors  are  bitter.  Corey  Horo- 
witz, a  money  manager  for  White  Pine 
Capital  Management  in  New  York,  had 
predicted  last  March  that  Egghead  stock 


would  hit  $42.  Now  he  .says  he'll  never 
buy  it  again.  "I  took  my  losses  and 
licked  my  wounds,"  he  says. 

Turnpaugh,  unlike  his  predecessors, 
who  were  clearly  short-termers,  says  he 
wants  to  stay  "for  a  long,  long  time." 
He  may  do  that— if  he  figures  out  how 
to  unscramble  Egghead,  restore  investor 
confidence,  and  keep  his  board  happy. 

By  Don  Jones  Yang  in  IssaquctJi,  Wash. 


MMUNICATIONS  I 


&T  REACHES  WAY  OUT 
IR  THIS  ONE 


iting  China's  creaky  phone  system  is  risky — but  irresistible 


merican  Telephone  &  Telegraph 

kCo.  may  be  the  best-known  com- 
munications company  in  the 
but  it's  hardly  a  household  name 
d.  Boosting  AT&T's  international 
ng  is  a  long-held  goal  of  Chair- 
lobert  E.  Allen,  mainly  because 
where  most  of  the  growth  lies  for 
)hone  services  and  equipment.  In 
ist  few  years,  the  company  has 
ed  a  flurry  of  ventures  overseas, 
ilarly  in  the  former  East  bloc. 
<!,  AT&T  has  taken  another  great 
broad— its  riskiest  and  most  ex- 
'8  yet.  On  Feb.  23,  AT&T  an- 
5d  a  sweeping  agreement  to  help 
nize  China's  creaky  phone  system. 
3  largest  foreign  venture  ever  for 
one  giant,  says  AT&T  Vice- 
lan  Randall  L.  Tobias,  who 
ited  the  pact  with  the  Chi- 
overnment. 

PAYBACK?  AT&T  is  pulling 

11  the  stops.  The  deal 
38  on  virtually  every  part 
iT,"  Tobias  boasts.  The 
ay  will  set  up  a  joint  ven- 
i  China  to  build  high-tech 
switches,  the  computer- 
!art  of  modern  phone  sys- 
AT&T  also  plans  to  help 
make  equipment  for  cel- 
md  business  phone  sys- 
It  proposes  to  show  the 
e  how  to  make  the  micro- 
mics  that  go  into  the 
gear.  It  even  plans  to  es- 

a  Chinese  branch  of  the 
AT&T  Bell  Laboratories  to 
:  research.  AT&T  won't  put 
u-  figure  on  the  invest- 

scheduled  to  unfold  over 
)er  of  years,  though  they 
"un  into  hundreds  of  mil- 
:  dollars. 

payback  could  be  huge, 
igures  it  should  reap  bil- 


lions in  revenues  over  the  next  decade 
as  China  expands  its  inadequate  phone 
system.  Today  there  are  only  about  two 
phone  lines  per  100  people,  and  in  Bei- 
jing residents  line  up  at  special  booths 
to  make  international  calls.  The  govern- 
ment's drive  to  have  40  lines  per  100 
people  by  2020  could  make  China  the 
world's  fastest-gi'owing  phone-equipment 
market. 

But  AT&T  shouldn't  count  on  a  quick 
payoff.  International  agreements  curb 
high-tech  exports  to  China,  such  as  the 
most-advanced  phone  transmission  sys- 
tems. AT&T  will  need  waivers  or  a  re- 
laxation of  restrictions  to  pull  off  its 
plan.  Also,  China  and  the  U.  S.  remain 
embroiled  in  a  trade  dispute,  in  part 


due  to  human  rights  concerns.  More- 
over, it  may  be  risky  to  make  a  deal 
with  China's  aged  leadership,  whose  po- 
sition is  tenuous  as  the  nation  appears  to 
be  moving  toward  a  fi'ee  market.  Tobias 
isn't  worried:  "I'm  very  confident  that 
there  is  enough  certainty  and  stability  in 
the  direction  China  is  going,"  he  says. 

Besides,  AT&T  had  to  act  fast.  Compet- 
itors such  as  France's  Alcatel,  Canada's 
Northern  Telecom,  Sweden's  L.  M.  Eric- 
sson, and  Japan's  NEC  are  way  ahead 
of  AT&T  in  the  Chinese  switch  business. 
Several  already  have  joint  ventures  to 
make  or  install  these  expensive  devices. 
"Alcatel  is  very  aggressive,  and  so  is 
Northern.  This  [agreement]  gives  AT&T 
more  of  a  foothold  in  the  market,"  says 
Cheryl  Russell,  an  analy.st  with  market 
researchers  Northern  Business  Informa- 
tion, a  division  of  McGraw-Hill  Inc. 

More  than  a  foothold,  say  apprehen- 
sive competitors.  While  China  can  still 
buy  eciuipment  from  other  suppliers,  the 
agi'eement  puts  AT&T  "in  a  very  enviable 
position,"  says  an  executive  of  a  rival 
company.  Considering  the  huge  invest- 
ment AT&T  plans,  it  may  need  most-fa- 
vored-supplier status  to  get  its  payback. 

By  Bart  Ziegler  i7i  New  York 


AT&rS  FOREIGN  AFFAIRS 


Venture 

Signed 

►  A  20%  stake  in  Canadian 

JANUARY 

long-distance  provider  Unitel 

1993 

Communications  Inc. 

►  An  80%  stake  in  Poland's 

NOVEMBER 

Telfa,  which  makes  phone 

1992 

switching  gear  and  other 

equipment 

►  A  60%  investment  in 

OCTOBER 

Chinese  fiber-optic-cable  venture 

1992 

►  A  50-50  venture  with  Tata 

JUNE 

Telecom  Ltd.  to  make  phone 

1992 

transmission  equipment  in  India 

►  A  68%  stake  in  a  joint 

FEBRUARY 

venture  with  Dalnya  Sviaz  of 

1992 

St.  Petersburg  to  sell  phone 

equipment 

►  A  19.5%  stake  in  a  joint 

JANUARY 

venture  to  design,  build,  and 

1992 

operate  Ukraine's  long-distance 
network 

DATA:  COMPANY  REPORTS 


UP  AT  A  SPECIAL  BOOTH  TO  CALL  ABROAD 


HEALTH  CARE 


A  BITTER  TONIC 
FOR  DRUGMAKERS? 


Price  restraints  may  be  on  the  way,  despite  industry  protests 


here's  a 
silver  Uning: 
Pressure  on 
^ I  prices  could 
spur  efficiency, 
admit  some 
executives 


Judi^ing  from  the  hue  and  cry  in 
Washington  these  days,  pharma- 
ceutical makers  are  the  greatest 
threat  to  America  since  the  Evil  Em- 
pire. Senator  David  H.  Pryor  (D-Ark.) 
kicked  off  the  latest  dnig-industry  bash- 
ing on  Feb.  3,  accusing  companies  of 
"unadulterated  greed."  The  Clinton  Ad- 
ministration immediately  joined  in.  Sen- 
ior officials  ripped  into  the  industry's 
practices  and  motives,  while  the  Presi- 
dent denounced  "shocking"  prices. 

The  Administration  is  committed  to 
paring  the  share  of  gross  domestic  prod- 
uct—14%,  or  $835  billion,  last  year— con- 
sumed by  health-care  costs.  Drug  prices, 
which  are  7%  to  10%  of  that  and  have 
risen  faster  than  inflation  for  a  dozen 
years,  make  a  tempting  target.  So  it's 
no  surprise  that  Clinton  and  Congress 
are  preparing  plans  to  restrain  prescrip- 


tion-drug costs.  "Price  controls  and  prof- 
itability constraints  are  coming,"  says 
Kurt  Landgraf,  executive  vice-president 
for  pharmaceutical  operations  at  Du  Pont 
Merck  Pharmaceutical  Co. 

The  question  now  is:  Can  prices  be 
tamed  without  crushing  innovation  in  a 
leading-edge  industry?  Many  economists 
and  industry  executives  say  no— particu- 
larly if  it  means  strict  controls  on  new- 
product  prices.  That  would  "be  a  disas- 
ter," says  Joshua  Boger,  president  of 
Vertex  Pharmaceuticals  Inc.  in  Cam- 
bridge, Mass.  Without  hefty  prices  and 
profits,  the  investors  who  finance  biotech 
will  flee,  as  they've  done  since  talk  of 
controls  began  (page  37).  Large  drug- 
makers,  meanwhile,  say  lower  prices 
and  profits  will  mean  cuts  in  research 
and  development,  the  wellspring  of  to- 
morrow's advances.  Price  caps  "will 


wound  the  industry,"  declares  hi 
care  expert  L.  John  Wilkerson,  i 
man  of  the  Wilkerson  Group  Inc.  "I 
ica  and  the  world  will  lose  \)} 
getting  better  medicines."  And  tl 
the  jobs  impact  would  be  small- 
industry  employment  is  just  2}M 
there's  no  sense  in  harming  an  ind 
with  a  $1.3  billion  annual  trade  su 
COPYCATS.  Even  so,  considerabh 
dence  suggests  that  well-designed 
restraints  wouldn't  have  to  be  i\ 
scription  for  disaster.  It  seems  ■ 
that  large  drugmakers  could  absorl' 
er  increases  on  existing  products  I 
veloping  drugs  more  efficiently  an( 
ing   back   overhead    and  proii 
budgets:  Those  amount  to  25%  ol 
vs.  r&d"s  16%.  If  companies  did  i 
"a  25%  reduction  in  prices  wn 
hurt,"  says  Mayo  Clinic  onr( 
Charles  G.  Moertel,  a  drug-di 
ment  veteran. 

Such  cuts  would  bring  pli 
pain  to  companies.  But  even 
try  executives  say  that  inncf 
will  be  the  last  area  to  fe< 
knife.  "The  industry  will  re;t 
cutting  costs  in  ways  thath 
undermine  R&D,"  argues  Ih 
Thurman,  president  of  RhonI 
lenc  Rorer  Inc.,  the  U.  S.  sd 
the  French-owned  drugmak  . 
will  emerge  better  and  healthieii 
ever  before." 

That  would  be  some  trick.  Froi  i 
to  1992,  net  margins  of  U.  S.  dnjgril: 
rose  nearly  four  points,  to  12.8. 
achieve  these  results,  the  industry  ai 
prices  by  128.4%,  according  to  l:u 
from  Pryor.  On  the  surface,  drugni' 
make  good  use  of  their  profits.O 
those  12  years,  the  companies  b)s 
R&D  spending  from  10%  of  sales 
(chart).  Obviously,  says  Duke  I 
sity  economist  Henry  G.  Grab', 
higher  revenues  and  profits  go  hi 
hand  with  higher  R&D  spending  : 
theoretically,  more  innovative  pr(  i 
The  experience  in  some  countrii 
price  restraints  seems  to  suppo 
position.  Studies  by  Lacy  Glenn  '1 
III  of  Emory  University,  amonu 
economists,  show  that  countrii 
France  and  Austria,  which  ha 
toughest  price  restrictions,  also 
least  research. 

Still,  there  are  plenty  of  exam  t 
the  contrary— enough  to  make  it  W 
to  say  that  price  controls  are  incn 
ible  with  innovation,"  says  Thoris 
Britain,  where  the  government  il 
higher  profits  for  companies  tli 
duce  innovative  compounds,  <ln 
ers  have  become  more  compel  i 
world  markets,  Thomas  points  oi. 
though  Canada  began  controllin;  pn 
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ises  in  1987,  drug  R&D  there 
isen  from  less  than  5%  of 
to  more  than  10%  on  aver- 
Even  in  France,  Synthe 
the  drug  unit  of  France's 
al,  spends  up  to  20%  of  sales 
r  on  K&D  on  the  theory  that 
nnovative  drugs  will  pay  off 
price  restraints.  One  benefit 
itrols,  argues  industry  ana- 
in  Broadhurst  of  BNP  Secur- 
n  London,  is  that  the  "crap  is 
!d  out,  and  the  innovators 
)ming  to  the  surface." 
'h  prodding  may  not  hurt 
drugmakers.  Consider  all 
wonder  drugs  the  industry 
sumed  to  turn  out.  In  fact, 
jod  &  Drug  Administration 
ied  some  80%  of  the  drugs  it 
ved  from  1985  to  1990  as 
ats,  or  those  offering  only 
improvements  over  existing 
cts.  In  the  past  five  years,  up  to 
f  sales  upticks  among  large  drug- 
's have  been  the  result  of  price 
on  existing  products,  says  Hemant 
ah,  an  industry  analyst  and  presi- 
>f  HKS  &  Co. 

SELL.  U.  S.  drugmakers  also  have 
3y  can  cut  to  compensate  for  hold- 
)wn  prices.  "Most  major  corpora- 
lave  trimmed  down,"  says  Univer- 
of    Minnesota  pharmaceutical 
nist  Stephen  W.  Schondelmeyer. 
naceutical  companies  haven't  faced 
nusic  yet."  When  they  do,  they 
ry  hard  not  to  cut  R&D  because  it 
^  juishes  one  company  from  an- 
'  says  Paul  E.  Freiman,  CEO  of 
i  Corp.  So  far,  that's  true.  In  the 
18  months,  Merck,  Syntex,  and 
r-Lambert  started  downsizing  pro- 
that  will  cut  up  to  10%  of  their 
i  \\\  plan  to  do  it  mostly  by  trim- 
j  marketing  and  administrative 
j  almost  entirely  exempting  R&D. 
\  re's  room  for  further  reductions. 
^  ionally,  drugmakers  have  used  ar- 
!j  'f  "detail  men"  to  persuade  physi- 
0  prescribe  their  products.  These 
j  lid  salespeople  waste  hours  wait- 
I  see  doctors,  then  ply  them  with 


THE  CURIOUS  CASE  OF  THE 
DRUG-PRICE  DISPARITIES 

Canada  keeps  the  lid  on  prices  by  fy/ng  them  to  compa- 
rable drugs,  matchmg  price  increases  to  inflation  rates, 
and  revoking  patent  protection  if  prices  are  excessive 


PRICES  ARE  MANUFACTURERS'  WHOLESALE  LIST  FOR  A  STANDARD  PACKAGE  SIZE 

PRODUCT  Company 

Use 

Price  in  U.S.  dollors 
U.S.  Canoda 

Difference 

Percent 

AMOXIL  Beecham 

Antibiotic 

$17.27 

$16.46 

LMiNv^AiiN  Durrougns 

Heart  failure 

7.83 

6.75 

1  6 

ZANTAC  Glaxo 

Ulcers 

70.19 

53.82 

30 

PREMARIN  Wyeth-Ayerst 

Hormone 

26.47 

10.10 

162 

XANAX  Upjohn 

Anxiety 

47.81 

16.92 

183 

DATA:  GENERAL  ACCOUNTING  OFFICE 


free  samples,  trinkets,  and  honorariums 
to  attend  dinners  pitching  their  drugs. 
As  more  buying  and  prescribing  deci- 
sions are  made  by  health-maintenance 
organizations,  hospitals,  and  the  govern- 
ment, there's  less  need  for  detail  men 
and  their  largess.  The  resulting  savings 
are  "tremendous,"  says  Philip  P.  Gerbino, 
vice-president  of  the  Philadelphia  Col- 
lege of  Pharmacy  &  Science. 

There  are  ways,  as  well,  to  boost  the 
efficiency  of  R&D.  Clinical  trials,  for  in- 
stance, account  for  two-thirds  of  R&D 
costs:  Paying  doctors  less  to  run  them— 
Canadian  physicians  get  thousands  less 
than  U.  S.  doctors— would  save  millions. 
Drugmakers  are  also  shaving  costs  by 
inking  R&D  deals  and  licensing  agree- 
ments with  biotech  companies.  And  if 
the  FDA  delivers  on  its  promise  to  cut 
drug  approval  time  by  50%,  companies 
will  not  only  save  millions  in  R&D,  they'll 
also  reap,  on  average,  $65  million  in  rev- 
enue for  each  extra  year  that  the  aver- 
age drug  is  under  patent. 

Given  that  potential.  Congress'  likely 
action  on  existing  drugs— limiting  price 
increases  to  inflation— wouldn't  seriously 
hurt  the  industry.  Of  greater  concern 
is  what  will  happen  on  new-drug  prices. 


Pryor's  staff  predicts  that  Con- 
gress eventually  will  set  up  a  re- 
view board  to  negotiate  whole- 
sale prices  for  new  drugs,  much 
as  other  ccjuntries  do.  The  critical 
issue  is  what  criteria  would  be 
used  to  make  decisions. 

Currently,  the  price  of  a  new 
drug  bears  little  relation  to  its 
development  cost.  Take  levami- 
sole,  a  Johnson  &  Johnson  prod- 
uct used  for  decades  to  de-worm 
sheep.  When  it  was  approved  in 
1990  as  a  colon-cancer  treatment, 
.J&J  immediately  raised  its  price 
one-hundredfold— bringing  it  clos- 
er to  what  similar  products  on 
the  market  cost. 

The  formula  is  different  on 
breakthrough  drugs.  Prices  for 
those  are  often  set  as  a  sizable 
fraction  of  the  cost  of  alternative 
treatments  that  the  drug  renders 
obsolete.  Even  at  sky-high  prices,  there 
could  be  a  net  saving.  Ulcer  drugs  such 
as  Glaxo  Holdings  PLC's  Zantac  have 
helped  patients  avoid  billions  of  dollars' 
worth  of  surgery.  Studies  show  that 
$1,000  worth  of  Amgen  Inc.'s  Neupogen 
can  save  about  $7,000  in  hospital  costs 
by  preventing  infections  in  cancer  pa- 
tients. And  "if  we  ever  come  up  with  a 
pill  for  Alzheimer's  disease,  it  will  repre- 
sent cost  containment,  regardless  of  its 
cost,"  argues  Alan  Steigrod,  chief  execu- 
tive at  Cortex  Pharmaceuticals  Inc.,  a 
biotech  company  in  Irvine,  Calif. 
TOUGH  NEGOTIATORS.  The  enormous  po- 
tential profit  from  one  of  these  new 
drugs  gives  companies  the  incentive  to 
pursue  innovative  treatments  and  fund 
other  research  projects.  So  a  govern- 
ment policy  that  limits  revenue  to  R&D 
costs  plus  a  "specified  amount  of  profit" 
would  crimp  innovation.  .It  would  also 
cripple  biotech  companies  by  inhibiting 
their  al^ility  to  raise  investment  capital. 
"It  would  ruin  us,"  says  G.  Kirk  Raab, 
president  of  biotech  star  Genentech  Inc. 

One  solution,  economists  suggest, 
might  be  for  Washington  to  let  compa- 
nies charge  high  prices  for  breakthrough 
products  while  holding  down  prices  of 


WHY  Mf  DRUG  PRICES  SO  HIGH? 
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OF  U.S.  SALES 


'82  '83  '84  '85  '86  '87 
'tj  1980=100  A  PERCENT 

DATA  BUREAU  OF  LABOR  STATISTICS/SENATE  SPEQAL  COMMIHEE  ON  AGING,  BUSINESS  WEEK 


'76  '82 
MIILIONSOF  DOLURS 


'80  '81  '82  '83  '84  '85  ' 
▲  PERCENT 
DATA:  PHARMACEUTiaL  MANUFAOURERS'  ASSN 


i  '87  '88  '89  '90  '91  '92  '93 


■'We  could  stimulate  in- 
way,  says  Peter  Arno, 


me-too  drugs, 
novation"  that 
professor  of  social  medicine  at  the  Al- 
bert Einstein  College  of  Medicine  in 
New  York.  So  far,  the  hints  from  Wash- 
ington on  this  point  are  reassuring.  "We 
will  factor  in  cost-effectiveness,"  says  a 
top  Pryor  aide.  "We  want  companies  to 
do  more  innovative  research." 

Ironically,  Washington  may  find  itself 
trying  to  catch  up  with  market  condi- 
tions. One  reason  drugmakers  became 
so  profitable,  says  a  new  report  from 
Congress"  Office  of  Technology  Assess- 
ment, was  a  lack  of  real  price  competi- 
tion. Doctors  don't  have  to  pay  for  what 
they  prescribe,  so  "physicians  don't  re- 
spond to  lower-cost  drugs,"  says  Mick 
Kolassa,  an  industry  veteran  and  re- 
search associate  at  the  University  of 
Mississippi.  He  says  companies  have  of- 
ten unsuccessfully  tried  to  win  market 
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share  by  undercutting 
competitors'  prices. 
When  that  didn't  work, 
they  raised  prices  to 
match  the  competition. 

Those  days  are  end- 
ing. Faced  with  tough 
negotiators  at  HMOs, 
hospitals,  and  govern- 
ment agencies,  compa- 
nies have  started  to 
give  discounts  of  up  to 
80%  off  list  prices.  The 
list  price  for  Du  Pont 
Merck's  painkiller  Per- 
cocet  went  up  more 
than  10%  in  1992,  for  example,  but  the 
average  price  dropped  6.6%  because  of 
discounted  volume  buying.  Beyond  that, 
as  a  large  number  of  key  drugs  lose 
patent  protection  over  the  next  few 
years,  they'll  face  fierce  price  pressure 
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from   generics,  "h 
way  the  marketplai  i 
unfolding.  Senator  'v 
or's  policy  goals  wi 
met  without  any  a( 
by  Congress,"  say^ 
Pont  Merck's  Land;u 
In  short,  drugmajr. 
face  much  the  st 
fate  either  way:  Tl 
be  under  pressur 
charge  a  premium 
for  breakthrough  t 
inents.  That  could 
innovation— and  pre 
more  Americans 
drugs  they  can  afford. 

By  John  Carey  in  Washington, 
Joseph  Weber  in  Philadelphia,  Jatu 
B.  Levine  in  Paris,  Joan  O'C.  Han. 
in  San  Francisco,  and  Geoffrey  Syni 
Bos  tan 


SENATOR  PRYOR  ISN'T  TILTING  AT  WINDMILLS  ANYMORE 


For  Senator  David  H.  Pryor,  the 
fight  against  soaring  drug  prices 
is  a  crusade  for  compassion  that 
started  five  years  ago.  In  "every  other 
letter"  of  the  tons  of  mail  he  received 
from  constituents  "was  a  P.  S.  saying 
'we  can't  afford  drugs  anymore,' "  he 
recalls.  When  Pryor  looked  into  the 
issue,  "I  found  it  worse  than  I  had  im- 
agined. The  majority  of  elderly 
were  sacrificing  food  and  shelter 
to  pay  for  medicines." 

Pryor  sprang  into  action, 
only  to  end  up  tilting  at  wind- 
mills. Fellow  Democratic  legis- 
lators wondered  why  he  both- 
ered with  a  politically  dead 
issue,  and  drug  execs  didn't 
even  come  to  his  hearings. 
"I've  been  very  discouraged," 
he  says. 

'GOOD  POLITICS.'  No  longer. 
In  fact,  the  gentlemanly  sena- 
tor fi'om  Arkansas  is  the  man 
of  the  moment  in  Washington. 
Drug-company  lobbyists  sudden- 
ly want  to  plead  their  case  to 
him.  TV  crews  jostle  for  space  in 
his  packed  hearing  room.  The 
difference,  of  course,  is  the  new  guy  in 
the  White  House.  President  Bill  Clin- 
ton, who  succeeded  Pryor  as  Arkansas 
governor,  is  a  longtime  friend,  and 
Clinton  has  embraced  the  senator's  pet 
issue  with  a  vengeance.  "High  drug 
prices  and  other  health-care  outrages 
are  the  '90s  equivalent  of  the  [Pen- 
tagon's] $600  screwdriver,"  fumes  one 
top  White  House  official. 

To  pharmaceutical  executives,  Clin- 


ton's rush  to  help  Pryor  bash  their  in- 
dustry smacks  of  cynical  political  ma- 
neuvering. "Beating  on  people  is  good 
politics  from  time  to  time,"  concedes 
one  top  White  House  official.  Even 
though  drug  prices  represent  only  7% 
to  10%  of  the  nation's  health  bill,  quick 
action  to  limit  prices  would  be  a  coup 
for  an  Administration  intent  on  proving 


that  it's  sei'ious  about  tackling  run- 
away health-care  costs.  Success  on  the 
di'ug  front  would  also  help  pave  the 
way  for  an  overall  health-care  plan. 
And  with  Pryor  doing  much  of  the 
work,  the  White  House  isn't  wasting 
much  of  its  own  political  capital.  "It's 
an  advantage  for  Clinton  that  Pryor 
is  out  there  taking  the  heat,"  says 
Democratic  consultant  Victor  Kamber. 
Pryor  laughs  at  such  a  Machiavellian 


interpretation.  "This  is  a  day-to-( 
seat-of-the-pants  operation,"  he  shn 
But  for  the  first  time,  he  is  smel 
victory.  "The  political  Establishn 
senses  a  greater  vulnerability  of 
pharmaceutical  industry,"  he  says.  ■ 
excuses  aren't  seUing  anymore." 
FIRST  SALVO.  The  crucial  question 
course,  is  where  all  this  will  lead.  1 
or    and    the  Administra 
haven't  decided.  A  suffici'' 
abject  agreement  to  volunti 
restrain  prices  might  save 
industry  from  stronger  ;u  l 
But  Pryor  isn't  counting  on 
One  option  he  may  propose 
governmient  commission,  .sin 
to  Canada's,  that  would  1 
price  rises  on  existing  di 
and  set  prices  for  new  ones, 
other  is  making  governnie 
drug  wholesaler— with  lot 
buying  leverage.  "This  sc 
companies  to  death,"  he  gri 
For  now,  Pryor  favors  r. 
ing  government  the  buyer.  ' 
better  than  price  controls,  i 
says.  Clinton  is  unlikely  tc 
for  such  a  drastic  solution.  ■ 
the  President  wants  to  begin  reinil  i 
ing  medicare  patients  for  drug  J 
chases,  which  would  give  Washin  ( 
more  clout  in  negotiating  drug  pre 
Either  way,  the  drug  debate  is! 
first  salvo  against  health-care  cJ 
And  it  improves  the  odds  that  Pj 
may  yet  help  all  the  people  who  w| 
such  heartrending  letters. 

By  John  Carey  and  Richard  S. 
ham  in  Washington 
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ACHING  THE  OLD  LIGHT  BULB 
ME  PRETTY  BRIGHT  TRICKS 


ou  ve  learned  to 
program  your  VCR 
and  your  microwave 
oven.  Next,  how  about 
your  light  bulbs?  Beacon 
Light  Products  Inc.  in 
Meridian,  Idaho,  has  in- 
vented a  family  of  de- 
vices called  Bulb  Bosses 
that  screw  into  sockets 
and  give  ordinary  bulbs 
a  range  of  gee-whiz  ca- 
pabilities. Some  exam- 
ples include  four-way 
dimming  and  timed  turn- 
-say,  30  minutes  after  the  bulb  is  turned  on. 
ggling  the  light  switch  back  and  forth  activates  most  of 
eatures.  For  the  dimmer  module,  you  toggle  once  for  each 
stion  in  brightness.  The  timer  requires  a  whole  sequence 
)ggling  to  set.  Beacon  Light  Chief  Executive  Dale  W. 
ams  admits  that  customers  will  have  to  get  used  to  the 
;pt,  so  he's  introducing  the  simplest  versions  first.  Leviton 
ifacturing  Co.  in  Queens,  N.  Y.,  will  sell  the  socket  in- 
,  starting  this  spring,  at  wholesale  prices  of  $5  and  up. 


m  STEP  FORWARD  FOR 
E  TINIEST  TRANSISTOR 


iiitum-effect  chips  are  the  gleam  in  the  eyes  of  semicon- 
ductor scientists  at  AT&T  Bell  Laboratories,  IBM,  Toshiba, 
ither  major  labs  worldwide.  That's  because  the  ever- 
king  transistor,  which  has  fueled  the  march  of  computer 
I  for  three  decades,  will  soon  bump  into  fundamental 
of  physics — unless  science  can  harness  the  weird  world 
antum  mechanics,  where  solid  matter  can  turn  into  ener- 
avt'S  and  vice  versa. 

It  dream  is  edging  closer  to  reality.  An  international  team 
Hitachi  Europe  Ltd.'s  Cambridge  Lab  and  Britain's  Cam- 
University  recently  grabbed  headlines  by  showing  off  a 
tvpe  of  a  new  transistor  that  switches  on  and  off  with 
iiovement  of  a  solitary  electron.  While  the  Cambridge 
istor  isn't  the  first  of  its  kind,  it  indicates  progress  to- 
memory  chips  that  will  hold  trillions  of  bits  of  data.  To 
that  much  data  now  would  require  a  chip  the  size  of  a 
3  court. 

e  major  hang-up:  The  new  transistor  so  far  works  only  at 
ercold  -459F.  But  researchers  at  Texas  Instruments  Inc. 
ie  that  they  are  set  to  unveil  not  just  a  quantum-effect 
istor,  but  a  complete  quantum-effect  integrated  circuit — 
t  works  at  room  temperature.  In  fact,  TI  expects  the 
ology  to  hit  the  marketplace  by  1998. 


OCK-BOTTOM 
IL-CLEANING  PROCESS 


ot  of  what  makes  coal  dirty  isn't  coal  at  all,  but  the 
rock  mixed  in  with  it.  The  rock  contains  sulfur,  a  factor 
d  rain,  as  well  as  toxic  heavy  metals  such  as  lead.  To  rid 
)f  rock,  miners  often  dump  it  into  a  slurry  of  water  and 
m  ore  called  magnetite.  The  clean  chunks  float  on  the 


slurry,  while  the  rock-laden  ones  sink.  So  as  not  to  waste  the 
chunks  that  sink,  they're  broken  into  pieces,  and  the  process  is 
repeated.  But  if  the  pieces  get  too  tiny,  they  all  sink. 

That's  where  Custom  Coals  Corp.  in  Carefree,  Ariz.,  comes 
in.  Using  a  technique  pioneered  by  co-founder  James  Kelly 
Kindig,  the  company  makes  its  grains  of  magnetite  much 
smaller,  so  even  minute  grains  of  coal  can  be  recovered.  The 
bottom  line:  cleaner  coal.  The  Energy  Dept.  has  agreed  to  put 
up  half  of  the  $76  million  cost  of  a  pilot  coal-cleaning  plant 
that  Custom  Coals  hopes  to  build  in  Somerset  County,  Pa.  And 
with  the  help  of  Chase  Manhattan  Bank,  Custom  Coals  is 
seeking  funding  from  international  aid  agencies  and  private 
industry  to  build  two  cleaning  plants  for  about  $120  million 
next  to  coal  mines  in  Poland. 


ULTRATHIN  LCDs 

START  COMING  INTO  VIEW 


Liquid-crystal  displays  are  getting  cheaper  and  slimmer,  but 
they're  still  too  bulky  and  expensive  for  such  uses  as 
virtual-reality  goggles  and  hang-on-the-wall  TV  sets.  Those  fu- 
turistic products  are  beginning  to  look  more  practical,  howev- 
er, thanks  to  work  at  the  Hirst  Research  Center  of  General 
Electric  Co.  PLC  in  London. 

Researchers  at  the  company,  no  relation  to  GE  in  the  U.  S., 
have  developed  a  technique  for  etching  electronic  circuits  in 
silicon  laid  down  at  the  edges  of  the  LCD's  glass  plate.  The 
trick  is  keeping  the  temperature  low  enough  so  the  glass 
doesn't  start  to  melt,  since  depositing  semiconductor-grade 
silicon  normally  requires  heat  in  the  600F  range.  Putting  the 
control  circuits  on  the  glass  not  only  eliminates  the  need  for 
several  chips  but  also  cuts  out  94%  of  the  wire  connections  to 
the  screen.  Next,  the  Hirst  researchers  will  focus  on  improv- 
ing the  manufacturability  and  increasing  the  size  of  the  dis- 
plays. If  all  goes  well,  they  expect  products  such  as  flat-panel 
displays  to  follow  in  about  two  years. 


NO  MATTER  HOW  YOU  LOOK  AT  THEM, 
THESE  IMAGES  ARE  IN  3-D 


ustralian  inventor 
Donald  Martin  says 
he  has  cracked  the  prob- 
lem of  building  a  system 
that  produces  3-D  mov- 
ing images  without  spe- 
cial glasses.  In  previous 
systems,  the  images 
were  fuzzy,  or  pulsed 
unpleasantly,  or  re- 
quired a  certain  viewing 
angle.  Martin's  system 
uses  vertical  bars  that 
whiz  by  in  front  of  the 
screen  while  two  closely 
spaced  camera  angles  of  a  scene  are  projected  on  top  of  each 
other.  Each  eye  sees  the  scene  from  the  angle  meant  for  it  as 
the  bars  move  by  in  an  invisible  blur. 

Martin,  managing  director  of  Biceku  Pi'oprietary  Ltd.  in  Spit 
Junction,  a  town  in  New  South  Wales,  Australia,  recently 
wowed  a  hard-to-impress  viewer:  James  S.  Lipscomb,  the  3-D 
expert  at  IBM.  Lipscomb  says  the  prototype  of  Martin's  system 
has  certain  drawbacks — mainly  a  lack  of  clarity — but  is  the 
only  approach  that  gives  3-D  images  from  multiple  viewing 
angles  without  special  glasses.  Says  Lipscomb:  "No  other  tech- 
nology even  has  a  hope  of  doing  that." 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)  337  3090 
FAX  (312)  337-5633  OR  WRITE 


-  -  BUSINESS  —  VVfFfC 

Marketplace 


BUSINESS  WEEK  MARKET-PLACI 
100  EAST  OHIO  STREET  SUITE  6: 
CHICAGO,  ILLINOIS  6061 1 


Presentation  Equipment 


$72 


The  niosl  .idvancpc)  pen  sized 

Laser  Pointer      incredible  Low  Price 
INFINITER^^  Q  R<.p« 


r  Only 
$b  00 


Don't  Lose  Their  Atlenllon! 


Bright  red  laser  dot  lets  your  audience  focus 
on  your  topic  and  lets  you  direct  the  presentation 
S  96    Ideal  tor  seminars,  classrooms  and  all  presentations 


55  Oak  Court.  Danville,  CA  94526 

'63  Fai  510  820-8738 


800-854-6686  Dept.  h; 


Investment  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  nevK  Performance 
Ratings  of  all  NYSE 
stocks  identify  close  to 
200  extremely  vulnera- 
ble slocks  (rated  8  or 
9)  —  including  some 
very  famous  names — 
which  I  believe  could 
"take  a  bath"  at  any 
time.  Plus  some  potent  ?r7„T,„  y.T^ 
profit  candidates  "^"T"'  ^"'^"^ 

The  ratings — which  also  cover  nearly 
2000  AIVIEX  and  OTC  stocks— run  from  1 
(the  top  5%)  down  to  9  (the  worst  5%)  for 
expected  price  performance  in  the  next  6  to 
12  months  Since  these  monthly-updated 
ratings  began  m  1976,  stocks  rated  1  have 
gone  up  4662  4%  vs  only  10  0%  for 
stocks  rated  9  (Past  results  are  no  guaran- 
tee of  future  results ) 

I  urge  you  to  start  at  once  receiving  my 
Performance  Ratings,  and  receive  a  gift 
copy  of  my  book,  "Winning  on  Wall  Street" 
($20  retail)  Time  is  crucial  Act  now 
Three-IVIonth  Trial  $45. 
One  Year  $205.  Visa/IVlC 
1-800-535-9649  Ext  9026 

ZWEIG  PERFORMANCE 
RATINGS  REPORT 

P.O.  Box  2900,  Wanlagh,  NY  11793-0926 


Business  Opportunities 


Make  Money  With 
Your  Computer 


r:*V'  Print  Personalized! 
^  t'^  Children's  Books  at- 
^rjtthome  or  on  location 
^  ■^'^Start  a  highly  profitable| 
computer  business  •■ 
"Full  or  part  time  'Also' 
nvitations.  stationeryl 
^^'^m  clocks  &  audio  cassettes  | 

Lifetime  License  •  Low  Start-Up| 


^Exclusive  garfjfe andMe^  | 
Best  Personalized  Children  s  Books  I 

4350  Sigma.  Suite  435,  Dallas,  TX  75244  | 
FREE  KIT:  (214)  385-380^  ^  j 


PROFIT  can  be  yours  if  you 
follow  INVESTING  fundamentals 
with... 


SEVEN  LETTERS  I 
\lNVE$TMENT  GUIDE©1 


Written  by  Clarence  Wolf.  Jr.. 
40  years  with  a  major  NYSE 
firm,  now  a  Registered 
Investment  Advisor  Contains 
14  Chapters  relating  to  Investing  plus 
a  Dictionary  of  Financial  Terms. 

SEND  CHECK  OR 
UONEV  ORDER 

Add  $195  Postage  &  Handling 


$4.95 


(Beaulitutly  packaged  cassette 
also  available  @  $9  95) 

AUEX  &  VISA  accepted  ■  1-800-345-5609 

Seven  Letters  Corp.,  Dept.  BW 
1101  Brickell  Avenue,  #800,  Miami,  FL33131 


Computer  Equipment 


PC  POWER&WlNDOWS  IN  lOOZ 


Clunch  numbers  -  Wiile  lellen  -  Build  duab^ses 
Cieale  programs  Manage  you  business  &  your  lile' 
1-800  299-Z015 


T2'^=   Original  IBM  Monitors 
±ji\'L:t.  and  PS/2  Equipment! 
VGA  Color  8512-14"  ..$175 
Monitors    8513  - 12"  ..$195 

OLIANTITY  OIKOUNTS  ■  OtAli  ns  WELCOME 

Like  «»>  to  Day  Warranty 

Call  800/851-1878 
Fax:  214/224-3281 

Compuplon  Inlemolionol,  Inc 


Office  Supplies/Equipment 


America's  Lowest  Priced  ]tgOTj;sALr 
Office  Supplies  Direct  to  You  '~(SpMr^ 


hpson 
IX,  K\, 


lil 

RXKXt 
Black  : 
Matrix 
Ribbon 


^^^^ 


*2'^^:ach 


Swinulini' 
Full  .Strip 
Stapkr. 
Black  ' 

#747BK 


3M 


Hij-bland'^ 

Post-it 
Notes  3x3  ™ 
Yellow 


W>549 
^Z*"  Pack/12 


tartridses  Canon 
for  Canon  ™ 
Pt6RK. 
PCI,P(2; 
Pt  3.P(  5 
and  more 


#AIS 


hjjch 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  al 
Wholesale  Supply  Comp;iny.  Over  9.6(K)  different  items,  same  day  shipping,  and 
all  at  prices  you  have  to  see  to  believe.  So  call  now  for  your  free  catalog. 


1-800-962-9162 


\d  (  ode  (MISS 


Health/Fitness 


Executive  BackChair 


Enginceixxi  lor 
customized  otlliop«lic 
support  to  prevent  and 
relieve  back  pain 

•  Forward-till 
feature 

•,^djustable 

neck  rest 

•  Built-in  ad|u,stabl 
lumbar  .support 

Net*)! 

To  fit  indiruiiials  fnini       /(/)  In  M> 


BackSaver  caU  i-80o-25'i-2225 

  lav  J4  lirv.  1»0()-44.V')()09 

r<  Jeffrey  .We..  BW  E.  Holliston.  .M.\  01746 


HIGH  BLOOD  PRESSURE? 

We  can  help  you  to  cure  your 

high  blood  pressure 
without  using  any  medication. 
For  SOLUTION  write  to: 
PAUL  LIN 
9220  Ciarewood,  Suite  2026 
Houston,  TX  77036 


FREE  CATALOG 


New  Hearing  Aids 

All  Models  •  Huge  Savings 
^     VP  •  No  Salesman  Will  Call 

Try  Before  You  Buy! 

Write:  Better  Hearing,  20289  2nd  SI ,  Brookport,  IL  fi2910 

1-800-255-8885 


Business  Opportunities 


START  YOUR  OWN 


PRIVATE  POSTAL  CENTER 


MAILBOX  MANUFACTURER  tias  free 
mailbox  catalog  and  information  on 
Privote  Postal  Centers  and  related  busi 
ness  services  HIGH  PROFIT  I 


Oil  Lire  (800)323-3003 

ll  ^tniS  (2131232  6181 

^  lOlOE  62nd  St,  l,A  „CA  90001 
Pecple  Commrtted  to  Quality  Since  1 936 


PERSONAL.AUTO»HOME.OFFICE  SECURITY 


Receive  Video  Training 
Earn  $500-$20,000+  per  month  with 
Multi-Level  Marketing  of  Quorum  - 

Security  Products  '  Excellent 
Quality-Color  Brochures  Available 
Call  703/759-2094 
IMS 

45381  Oakbrook  Court,  Suite  107 
Dulles,  Virginia  20166 


UNLIMITED  INCOME 


Revolutionary  lubricant  sold  to  Ag. 
marine,  trucking,  Industry  &  Govt. 
Protected  areas.  High  re-order  rate. 
Large  margins.  Recession  proof. 
Lov\^  stress.  We  train.  $1 5,500  Cash 
req.  all  sec.  by  product.  ^ 
Call  for  InfoA/ideo. 

1-800-743-4479  Slff 


Education/lnstructic 


COLLEGE  DEGF 

BACHELORS  •  MASTERS  •  OOC 


For  Work.  Lile  anil  t 
Experience  •  No  Cli 
Attendance  Reqi 


Call  (800)  423- 

or  send  detailed  r 
lor  Free  Evalua 


Pacific  Western  Unive 

500  N  Sepulveda  Blvd  ,  Dept 
Los  Angeles  CA  90049  US. 


RESEARCH  REPOl 

19,850  academic  topics  ava 
Send  $2  00  for  ttie  290-page  c 
Custom-written  reportsalboav. 
RESEARCH  ASSISTANCE 
11332  Idaho  Ave,,#206B 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800  351- : 
(Callfornla3i0-477-822f 


EXTERNAL  DEGFE 

BA/BS  MS/MBA  Phdi 
I  Credit  for  work, /life  exp.  •  A'< 
(800)  444-8569  (24  t;. 

LaSalle  Univeri 

I  Dept.  569  Mandeville.  LA  703 


Earn  YOUR  Degix 

AA.  BBA,  &  MBA.  Pai 
Marketing.  Management,  ri 
Care  Ac/ministration,  Inteist 
Business.  Human  Reiui 
Home  study  saves  time,  e>rt 
money.  Get  the  facts.  C  i 
477-2254,  Southern  CHi 
University,  202  Fashion  Li» 
Tustin  CA  92680. 


BACHELOR,  MASTER,  OCT 

EARN  A  DEGREE  Use  your  pas  ipf 
credit  loward  youi  degree  Nocia" 
or  on-campus  attendance  Stc" 
your  experience  Sell-paced  ■ 
For  No  ' 

(50 

>  Louis 


Albuquerque  NewMexi87 


Cable  TV 


Special  prices'  •  Compare  OuiO» 
Pnces'  •  Orders  From  Stock  Shippecmef' 
•  Guaranteed  Warranties  &  l»S 
•  All  Maior  Credit  Ca'd 
PACIFIC  CABLE  CO  ,  W 
7325'ft  Reseda,  Dept  863  Resei 
For  catalog,  orders  &  into    t  -8(  j 


CABLE  TV  DESCRAUILi 

CONVERTERS,  ACCEtOR 

Name  Brands.  Lowest  Prices.  stS« 
For  FREE  16-page  color  caiogfl 

CABLE  REAOYfOOQI  2;..1fl 
COMPANY  l^**"*! 


i  AD  RATES  AND  INFOR^AATION 

PHONE:  (312)  337-3090 
^X:  (312)  337-5633  OR  WRITE: 


BUSINESS 


WEEK 


Marketplace 


BUSINESS  WEEK  AMRKET-PIACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061  1 


Promotion/Marketing 


Leads  &  Mailing  Lists 


lUon  U  S  Businesses  - 
lllon  Consumers/Residents 
y  List  You  Need' 
atalog  Call  14021  331-7169  or  wnle 
>ric3n  Business  Lists 

Box  27347  •  Dept.  01-083 
ME  68127  -FAX  (402)  331-1505 


ecommunications 


LAR  ACCESSORIES 


anted  Batteries,  Vehicle 
|ers,  Battery  Savers  and 
.  All  Makes  and  Models. 
'REE  catalog  write: 

llison  Enterprises 
i  631,  Odessa,  FL  33556 
813/664-3552 


Security 


!L  PASSKEY  OR  STOLEN  KEY  THIEVES/ 

i.  Ptolecl  yoursell  Do  niii  rely  on  anyone 
ace  ol  mind  Compact  (8'  x  10'  x  I  1/2'), 
weight  package,  tits  in  carry-on  luggage 
'  I'ieridly,  tiign-secufity  in-room  door  and 
.  Not  available  m  stores  $75  00  value  (4-8 
VISA/MC,  $49.95,  plus  $8  00  lax,  ship- 
1  1-800-324-4125. 


Sports 


■NDABLE  SPORTS 
=SULTS  NOW!!! 

-900/896-PIC2 
Ext.  3909 

ler  min.  Must  be  18  yrs. 
Unistar  Co. 
602/631-0615 


sified  Advertisers 


YS  TO  ADVERTISE 
EBUSINESS  WEEK 
ARKET-PLACE 

The  Business  Week 
•Place  Section  is  a 
advertising  feature 
ng  in  the  first  issue 
month.  The  Market- 
provides  an  ideal 
ase'  for  advertisers 
ve  products  or  ser- 
lat  appeal  to  Busi- 
1j  eek's  more  than  6.8 
esponsive  readers. 
Ij  itesand  information 

write: 
,1)  JSINESSWEEK 
is'  ARKET-PLACE 
M  St  Ohio  St.,  Suite  632 
ts3  licago,  IL  60611 
13*  all  (31 2)  337-3090 
(31 2)  337-56-33 


Catalogs 


KITES 

Many  unusual  &  innovative  designs    ^  \ 


OG 


I  FREE  COLOR  CATALOG  V^Vt 

I  Choose  from  over  200  kites,  UVl 
'  Many  unusual  &  innovative  designs 
I  Call  or  w^rite  for  your  catalog  todayl 

I Into  The  Wind  •  |800|  541-0314  I 


t408-BW  Pearl  St.,  Boulder.  CO  80302 


Jewelry 


WANTED 

ROLEX  •  DAYTONA 
,  COSMOGRAPH 
Paying  up  lo  $3000 
Need  Not  Be  Running 

PHIL  HODSON  i  ASSOC. 

Box  820428 

1.800-685-2112       R  worth,  TX  761 82 


Corporate  Gifts 


CASINO-STYLE  POKER  GAMES 


Retail  sales  for  your  home  or  business. 
Full  19"  color  screens  set  in  upright ; 
Las  Vegas  style  cabinets.  Several  game 
options!  Warrantied,  Send  for  brochure 
and  game  assortment: 

Billiard  &  Games  Etc.,  Inc. 
4155  E.  Harry,  Wichita  Mall 
Wichita,  KS  65213 
316/682-0311 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U,S  A,-made 
We  ll  custom-make  any  emblem  for  you' 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.        101  Bel  Atr  Drive 
NewMilford.     CT     06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


Corporate  Gifts 


SlanilRn 


Quantity 

144 

288 

576 

1008 

2016  1 

[special  Price 

$1.39ea 

1.35  ea 

1.29ea 

1.09  ea 

.99  ea  1 

To  order  mugs  or  to  reteive  a  FREE  catalog  featuring  over  400  items  coll 
UiuAna      1-800-722-5203  ■  FAX  41A-236-7282 


Marketin 


Corporate  Gifts 


CiiEBRATI 

ananniversTry 

fCOMMEMORiri 

ATOURNAM^ 

RECOeillZE 

A  COmi^lBUTION 

CUSTOMfMADt 

TIfS 
SERVES 
iSTS 


(800)  252-5966 
103)322-4142,  FAX: (203) 329-7849 


Sales  Promotion/Premiums 


Wear  Your  Lo20. 


hoose  from  our  selection  of  premium, 
American  made  casual  wear  and 
get  your  logo  custom  embroidered 
fm!  No-risk  satisfaction 
guarantee,  of  course. 

Get  the  recognition  you 
deserve.  Call  for  current  catalogue  and  prices. 

1 800229-0706 

UniFirst  Express,  Hillcrest  Industrial  Blvd.,  Macon,  GA  31204 


Businesses  ■  Clubs  ■  Associations  -  Events 


Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and  quality. 
Send  for  FREE 
CATALOG 


The  Widest  Selection  ot  tlie  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dept.  55  C  ningham.  MA  02043 


Corporate  Gifts 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDAY  LOW  PRICES  ON... 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS  y 

$2.69  ^« 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


.rt^*  EMBROIDERED 
%i-  CAPS  AS 

■x^i-^^  LOW  AS 

$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


EDITED  BY  AMY  DUNKIN 


usiness 


NEW  TACTICS  FOR  THE 
TAXING  '90s 


President  Clin- 
ton's tax  offen- 
sive is  sendinf? 
upper-income  taxpay- 
ers and  their  accoun- 
tants into  serious 
strategy  huddles  for 
1993  and  beyond. 
Many  of  them  he^an 
planninK  for  these 
changes  last  year  liy 
movint^  income  into 
1992  to  lake  advan- 
taj^e  of  lower  tax 
rates,  deferring  de- 
ductions to  offset  i)r()- 
posed  increases,  and 
investing  to  reduce 
taxable  income.  With 
rate  hikes  almost  _ 
certain,  suc-h  tac- 
tics  will  jjrove  even 
moi'e  critical  foi-  the 
months  ahead. 

Many  of  those  tac- 
tics will  try  to  take 
advantage  of  the  wicl- 
er  gap  lietween  taxes 
paid  on  ordinary  in- 
come and  long-term 
capital  gains.  The  top 
income  bi'acket,  now 
.31%,  will  rise  to  36% 
for  couples  making 
S 140, ()()()  a  year 
(S11.").0()()  for  singles  K 
vs.  a  long-term  capital-gains 
rate  that  will  remain  at  28%. 
And  with  a  10%,  surcharge 
pushing  the  idle  on  S2.o(),000- 
plus  earners  to  •■]il.()%,  "there 
will  1)0  a  distinct  advantage 
to  making  inve.stments  that 
generate  capital  gains  instead 
of  interest  or  dividends."  says 
Kex'in  Roach,  a  tax  partner 
at  Prfce  Waterhouse  in  Mor- 
ristown,  N.  .J. 

CASH  TRAP.  One  way  to  do 

thai  i>  to  transfer  capital  fi'om 
cash  and  bonds  into  stocks 
and  real  estate.  The  more 
savings  you  keep  in  cash  hold- 
ings, the  harrier  you  will  get 
hit.  If  you  park  your  money 
in  certificates  of  deposit  or 
monev-market  funds,  foi-  ex- 


ample, and  you  re  m 
the  36%  bracket, 
you'll  take  home  only  S64  af- 
ter taxes  on  SlOO  in  interest 
vs.  S72  on  the  same  amount 
of  capital  gains.  "You  just  lost 
S8  of  your  return  for  the  low- 
er risk  that  a  CD  may  jiro- 
vide,"  says  Roach.  "That's  a 
])retty  steep  penalty." 

On  the  other  hand,  profits 
from  slocks  and  real  estate, 
as  well  as  distriljutions  from 
some  mutual  fluids,  can  be 
treated  as  long-term  capital 
gains.  Small-company  gi"owth 
stocks  are  especially  attrac- 
tive because  they  usually  ap- 
Ijreciate  fastest  and  don't  pay 
dividends,  which  are  taxed  as 
ordinary  income.  Also,  the 


3  new  plan  offers  tax 
=•  credits  to  .small  com- 
l)anies,  including  a  provision 
that  would  exempt  .50%  of 
your  gains  from  investments 
of  five  years  in  companies 
with  a  capitalization  of  825 
million  or  less.  Real  estate 
also  benefits  from  the  plan, 
which  extends  a  tax  credit 
for  low-income  housing.  And  if 
your  jH'incipal  Ixisiness  is  real 
estate,  you  may  be  celebrat- 
ing the  return  of  the  passive- 
loss  deduction:  Under  the 
Clinton  plan,  you  can  use  pas- 
sive losses  to  offset  real  es- 
tate gains. 

Of  course,  you  don't  want 
to  liquidate  all  your  bond 
holdings.  If  vou  trade  activelv. 


you  can  realize 
gains    from  i 
bonds  that  have 
in  price.  And  ti 
municipal  1 
though  unaffect 
capital  gains  coi 
ations,  are  stiU 
way  to  reduce  t 
income.  They 
tax-equivalent 
of  8%  to  10%.  E 
ings  bonds  als( 
lax-deferred 
pounding  and  yi 
4.6%  after  six  i 
and  at  least  Q°/ 
five   years.  / 
your  income  : 
than  $66,900  ai 
use  EE  bonds 
for  college,  the 
est  is  also  ta 
says  William  Bi 
a  partner  at  E 
'ioung. 
SUCK  MOVES, 
cial  expei 
pect  a 
new  generatior 
shelters  to  cro] 
take  advantage 
lower  rate  for 
gains.  But  acco 
warn  that  yoi 
examine  any 
ment  on  its  merits  83 
of  capital  gains.  Af 
there's  no  guarantee 
you  buy  will  go  up. 
a  major  drawback  oi 
company  stocks  is  th 
mortality  rate  on  stai 
higher  than  any  other. 
Sam  Murray,  a  cciiti 
editor  to  J5e«(/e?-'>  / 

Then  there  are  -  .r 
and-true  method- 
shifting,  tax-defei  1' ■ 
ment    plans,  aii^ 
spending  accounts.  Tl. 
dy  perennials  becoir 
valuable  as  taxes  ris( 
Currently,  Clint. m 
to  make  the  tax  hik.  ~ 
live  to  .Jan.  1,  19! i-'; 
successful,  and  vou'i  ii  j 
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d  bracket,  you'll  want 
off  claiming  income  un- 
year  and  move  up  de- 
ls into  this  year.  But 
a  chance  the  plan  may 
ased  in,  in  which  case 
ould  do  the  opposite: 
ate  income  to  tax  as 
as  possible  at  1993's 
rate  and  defer  deduc- 
which  become  more 
e  at  next  year's  higher 
hifting  income  and  de- 
is  will  be  especially 
if  your  income  is  close 
of  the  trigger 
"People  on  the 
lay  find  it  use- 

0  something  to 
the  31%  brack- 
mder  $250,000 
d  the  surtax," 
Price  Water- 
Roach. 
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don't  deduct  their  way  out  of 
paying  their  fair  share. 

Annuities,  life  insurance 
policies,  and  pension  plans  can 
.shelter  sizable  income  while 
compounding  the 
pretax  interest  on 
them.  Put  the 
maximum  contri- 
l)ution  in  IRAs, 
simplified  employee  pension 
plans,  401(k)s,  and  Keoghs 
now  instead  of  waiting  until 
Apr.  15,  1994:  You'll  cut  your 
income— and  get  an  extra 


I^ES 


wise,  the  feds  will  withhold 
20%  of  your  savings.  You  can 
apply  for  a  refund  with  your 
tax  return,  but  depending  on 
what  you  owe,  you  may  not 
get  all  of  it,  and 
you'll  lose  any 
interest  you  could 
have  earned  on  it 
in  the  meantime. 
Another  way  to  avoid  giv- 
ing the  government  an  inter- 
est-free loan  is  to  adjust  your 
withholding  so  you're  only 
paying  what  you  owe,  says 


STRATEGIES  FOR  A  CLINTON  TAX  PLAN 


SHIFT  INCOME  INTO  LONG-TERM  CAPITAL  GAINS 


►  Consider  transferring  more  investments  out  of  bonds  and  cash  into 
stocks — especially  small-company  shares 

►  Hold  on  to  stocks  for  at  least  a  year  before  taking  a  profit 

►  Invest  in  mutual  funds  that  try  to  pay  out  all  or  a  portion  of  distributions  as 
long-term  capital  gains 

►  Ask  your  broker  or  financial  adviser  about  new  tax  sfielters  that  may  crop 
up  to  take  advantage  of  the  28%  capital-gains  rate 

►  Ask  your  employer  for  incentive  stock  options,  which  have  restrictions  on 
when  they  can  be  exercised  but  are  taxed  as  capital  gains 

►  Buy  or  invest  in  real  estate 


TIME  INCOME  AND  DEDUQIONS  TO  YOUR  ADVANTAGE 


►  If  tax  hikes  are  retroactive  to  Jan.  1 ,  1 993,  defer  income  and  accelerate 
deductions.  If  hikes  are  phased  in,  do  the  opposite  so  that  you  benefit  from 
the  lower  rate  this  year 

►  Shift  such  items  as  bonuses,  charitable  donations,  and  the  sale  of  securities 
held  less  than  a  year 

►  Bunch  up  discretionary  medical  and  miscellaneous  business  expenses  into 
one  year  to  improve  your  chances  of  exceeding  the  deduction  limits 


REDUCE  TAXABLE  INCOME  BY  INVESTING  IN 
TAX-DEFERRED  AND  TAX-FREE  INSTRUMENTS 


►  Buy  municipal  bonds  and  Series  EE  savings  bonds 

►  Sock  away  the  maximum  in  401  (k)  plans  and  other  retirement  accounts 
early  in  the  year  to  take  full  advantage  of  compounding 

►  Use  flexible  spending  accounts  that  let  you  pay  for  medical  and  child-care 
expenses  in  pretax  dollars 

►  Check  out  tax-deferred  annuities  and  life  insurance  policies 

►  Give  your  children  tax-free  bonds  timed  to  mature  when  they're  1 4  years 
old.  Earnings  will  be  taxed  at  the  kid's  rate  of  1 5% 

DATA  BUSINfSSWtEK 


!« to  1993  and  defer  de- 
i|  s  instead,  says  Tom 
i  'Chlager  of  Gi-ant 
1  in.  Clinton  proposes 
i'  he  AMT  rate  from  24% 
j  iximum  of  28%,  de- 
ij  on  your  income  level. 
1  :x,  which  disallows 
r  TOized  deductions,  en- 
t  hat  wealthy  people 


14  months  of  compounding. 

Remember  that  the  20% 
withholding  on  lump-sum 
withdrawals  from  retirement 
plans  goes  into  effect  in  1993. 
If  you  leave  a  job  or  retire, 
have  the  trustee  of  your  ac- 
count transfer  the  money  di- 
rectly to  the  trustee  of  a  new 
tax-deferred  vehicle.  Other- 


Klaus.  Many  people  use 
withholding  as  a  way  to 
save.  You're  better  off  in- 
vesting the  extra  mon- 
ey in  an  interest-bear- 
ing account  or  using 
it  to  pay  off  non- 
deductible debt. 

Taking  out  a 
h  0  m  e  -  e  q  u  i  t  y 


loan  to  pay  credit  cards  and 
other  nondeductible  debt  is 
another  smart  move.  You  can 
get  up  to  $100,000,  the  inter- 
est is  deductible,  and  you  can 
use  it  for  any  purpose.  Re- 
placing credit-card  debt  of 
$10,000  at  18%  interest  with  a 
$10,000  home-efjuity  loan  at 
8.5%  reduces  your  annual  car- 
rying cost  fi-om  $1,800  to  $612 
if  you  are  in  the  28%  bracket, 
according  to  Kiplinger's  Sure 
Ways  to  Cut  Your  T(a-es. 
LITTLE  HELPERS.  Take  advan- 
tage of  any  flexible 
spending  accounts 
your  employer  might 
offer  for  health  and 
child-care  expenses, 
says  Michael  Kennedy 
of  Coopers  &  Ly- 
l)ranfl.  Just  make  sure 
you  accurately  esti- 
mate what  you  need, 
since  you  forfeit  any 
money  left  at  yearend. 

Your  kids  aren't  the 
great  little  tax  shel- 
ters they  used  to  be, 
but  they  can  still  help. 
The  first  $600  of 
earned  income  is  tax- 
free  for  kids  under  14, 
the  second  $600  is 
taxed  at  the  child's 
rate  of  15%,  and  any- 
thing more  is  taxed  at 
your  rate.  So  you  can 
.give  your  chikf  $10,(K)0 
tax-free  as  part  of  the 
annual  gift-tax  exclu- 
sion, for  example,  and 
pay  little  or  no  taxes 
on  the  interest  it 
makes.  Bonds  timed 
to  mature  when  your 
child  hits  14  make 
sense,  too,  since  after 
that  all  the  child's  in- 
come is  taxed  at  15%. 

But  avoid  making 
decisions  on  the  liasis 
of  tax  savings  alone. 
You  don't  want  to  f(jr- 
feit  income,  you  just 
want  to  pay  taxes 
as  if  you 
had. 
Pam  Black 
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MAKING  THE  MOST  OF 
THOSE  NICKELS  AND  DIMES 


E; 


\'en  helore  any  of  Presi- 
dent Clinton's  tax  hikes 
through,  you  may 
find  yourself  paying  more  tax- 
es for  1992.  Less  money  with- 
held from  1992  paychecks  and 
stricter  withholding  laws, 
combined  with  fewer  deduc- 
tions, means  that  many  tax- 
paj-ers  will  owe  money  where 
they  didn't  l)efore.  More  than 
ever,  you'll  have  to  root 
around  in  the  tax  code  for  de- 
ductions and  credits  to  give 
you  some  relief. 

One  tmpleasant  result  of  all 
those  1992  mortgage  refinanc- 
ings is  that  many  homeown- 
ers will  face  bigger  tax  bills. 
That's  l)ecause  refinancing 
cuts  the  amount  of  interest 
you  i)ay  and  deduct.  Anrl  you 
can't  claim  points  on  a  refi- 
nancing upfront,  as  you 
can  on  a  new  mortgage; 
they're  amortized  over 
the  life  of  the  loan. 

Former  President 
Bush  is  responsible 
for  another  blow- 
that  "could  affect 
over  70  million 
people,"  says 
David  Berenson.  na- 
tional director  of  tax  poli- 
cy for  Ernst  &  Yoimg.  To 
pump  up  the  economy-  for  the 
election  year.  Bush  reduced 
withholding  by  as  much  as 
$170  for  individuals  making 
up  to  S5:],20()  and  S345  for 
maiTiefl  couples  earning  up  to 
S90.20().  As  a  result,  "their  re- 
fund will  l)e  smaller  or  nonex- 
istent, or  possii)ly  they'll  get 
hit  with  penalties,"  Bei'enson 
notes. 

OVERESTIMATE.  Withholding 
could  also  be  a  big  pi-oblem 
for  estimated-tax  i)ayers  af- 
fected by  a  new  ruling  that 
recjuires  them  to  pay  90%  of 
their  current  year's  tax  lial)il- 
ity.  In  the  past,  you  were  safe 
if  your  ([uarterly  payments 
eciualed  100%  of  the  previous 
year's.  That's  no  longer  good 
enough  if  your  adjusted  gross 
income— after  you  subtract 
such  nonitemized  deductions 
as  retirement-plan  contribu- 
tions and  alimonv— rose  bv 


more  than  S4(),0(M)  lS2(),(X)0  for 
couples  I,  your  A(;i  is  more 
than  S75,00(),  or  \'ou  were  re- 
quired to  make  estimated 
payments  within  the  past 
three  years.  "This  will  affect 
the  bulk  of  our  clients  who 
accelerated  income  into  1992" 
in  anticipation  of  tax  hikes, 
says  Ernst  &  Young  partner 
William  Brennan.  Affected 
taxpayers  should  overestimate 
to  avoid  penalties,  says  Rick 
Taylor,  a  senior  tax  manager 


at  KFMG  Peat  Marwick  in 
Washington.  "If  you  know  you 
underpaid,  pay  up  as  soon  as 
possible  to  turn  off  the  inter- 
est meter." 

Another  poten- 
tial surprise  lurks 
in  the  fact  that 
some  tax  incen- 
tives, which  Con- 
gres.s  has  been  renewing  for 
years,  expired  on  June  30, 
1992,  when  Btish  \-etoed  a  bill 
that  contained  them  and  some 
tax  hikes.  So  they're  valid 
only  uj)  to  July  1.  These  in- 
clude a  provision  allowing  self- 
employed  people  to  deduct 
25%  of  their  health-insurance 
costs.  Others  allow  employees 
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to  exclude  employer-pr 
educational  assistanc 
group  legal  services  fiT 
alile  income.  Also  expir 
provision  that  exemp 
donation  of 
ciated  ts 
property  tc 
ity  from  th< 
native  mi; 
a  parallel  ti 
allows  fewer  deductio: 
AMT  hits  about 
wealthy  individuals 
means  that  any  big 
of,  say,  art  to  a  museiu 
June  30  could  make  yo 
for  the  AMT. 

The  Clinton  Adm.inii 
may  well  reinstate 
centives  for  1993,  luit 
that  will  cost  the  gove 
money,  they  probablj 
be  retroactive,  says 
Klaus,  a  partner  at 
Andersen  &  Co.  So  y( 
able  for  taxes  on  thos 
after  Jime  30.  You  cat 
amended  retmm  if  thej 
reinstated  reti'oactive! 
GOODBYE  OFFICE?  Ad 
the  iiurden  of  people 
self-employed  is  a  rec 
preme    Court  rulin; 
makes  it   harder  t( 
home-office  deduction; 
past,  you  ciualified  for 
duction  if  you  used  tl: 
for  any  activity,  such 
ing,  that's  essential 
business.  Now,  you  m 
vide  the  primary  gd 
services    there.  Ai 
amount  of  work  tii 
spend  in  the  office  sh( 
weigh  that  spent  ou 
it.  That  could  elimirR 
home-office  detluction  t 
one  who  uses  their  i 
administration  and  |. 
tion,  such  as  indepencfli 
sultants,  building  con? 
and  caterers  who  ' 
home  but  deliver  th 
elsewhere.  Your  hon 
will  be  more  acceptal; 
Internal  Revenue  Si 
you  meet  clients  thei 
Then,  there  arc 
tax  hikes.  For  c 
over    .ACI  oi 
(S.52,625  for  iii:ir 
pies  filing  -i  j, 
you   lose   3  , 
worth  of  itenii  I  ' 
tions.  And  for  v. 
over  A(;i  of  SIO.").-'.' 
gles  and  8157,900  n.; 


'Fidelity  Stock  Funds 
Are  A  Sensible  Choice 
For  My  IRA." 


At  Fidelity  Divestments,  we  understiuid  that  todiiy  s 
investors  want  to  take  control  of  their  retirement  sav- 
ings. And  we've  strived  to  lead  the  way  in  offering  you 
tlie  tools  you  need,  including  a  complete  range  of 
mutual  fimds  -  now  even  more  aviiilable  witli  no 
sales  charge. 

Invest  No-Load  In  Over 
30  Fidelity  Stock  Funds 

Most  investors  need  tlie  long-temi  growtli 
potential  of  equity  investments  for  iit  leiist  a 
piul  of  their  retirement  phin.  And  now,  you 
can  choose  from  over  30  stock  funds 
witii  no  sales  charge  when  you 
invest  direcdy  through  certain 
Fidelity  retirement  plans. ' 
'  Tliat  mciuis  you  caji  put 

even  more  of  your 
money  to  work  with 
Fidelity's  expertise. 
From  conservative 
equity  choices  to  inter- 
nationiil  growtli  Hinds, 
Fidelity  olfers  you  more 
no-load  ways  tliiui  ever 
to  iiwest  for  retirement. 
Maybe  it's  time  you  took 
adviuitage  of  the  money 
management  skill  of  America's  largest 
stock  fund  manager,  now  with  more  tlian  $65 
billion  in  equity  assets  under  management.  C^all 
for  more  complete  details  of  tliis  exclusive  offer 


Now,  The  Fidelity  No-Fee  IRA 


1.  Pay  No  Annual  Mutual  Fund 
IRA  Maintenance  Fee... 
Now  Fidelity  is  eliminating  the 
annual  maintenance  fee  on  each 
Fidelity  mutual  fund  IRA  account 
you  have  with  an  account  balance 
of  $5,000  or  more.^ 

2.  ...Or  Trade  Twice  And  Pay 
No  IRA  Fee 

If  you  trade  stocks  and  bonds 
in  your  Fidelity  Brokerage  IRA, 
we'll  waive  the  annual  IRA  mainte- 
nance fees  for  all  your  Fidelity  IRA 
accounts  if  you  make  two  or  more 
trades  annually.' 


FMelity 


Plus  These  Exclusive 
Fidelity  Services 

No  otlier  compmw  offers  you  tlie  siune 
combination  of  service  iuid  infomuition 
devoted  to  helping  you  deal  witli  today's 
retii^ement  Lssues.  •  Retirement  Sixxiidlsts 
for  specific  phui  (|uestions  •  Retirement 
Ifmghts  newsletter  •  Consolidated  tax 
reporting  statement  for  eiLsy  record- 
keeping •  24-hour  account  service. 

Call  for  a  free  copy  of  Fidelity's 
Common  Sense  Guide  To  Planning 
ForRetirettmit. 

Visit  a  Fidelity  Investor  Center 
OrCaU  24  Hours 

1-800-544-8888 


Inuestments^ 


Common  sense.  Uncommon  results. 

^r  CODE:  BW/G EN 1/030893 

Call  for  a  free  IRA  fact  kit  aiid  current  prospectus  with  inore  complete  information  about  any  Fidelity  fund,  including  charges  iuid  expenses  Read  the  prosiu  ctus  carefully 
hefore  you  invest  or  send  money.  Fidelity  Distributors  Coqioralion.  'Fidelity  Magelhin  Fund,  Fidelity  New  Millennium  Fund  and  Fidelity  Select  Portfolios  are  excluded.  ■\(uiu;d 
IRA  majnten;mce  fee  eliminated  for  mutual  fund  accounts  held  in  the  Fidelity  IR/V,  Rollover  \Ri\.  SKP-IRA  :ind  SARSEP-IRA  with  an  account  balance  of  $S,()0(l  or  more  at  the 
time  the  IRA  maintenance  fee  is  billed  [RA  mutu;d  hind  accounts  with  b;dances  below  $S,00()  will  be  charged  a  $  10  per  fund  annual  IR'\  maintenance  fee.  For  the  Fidehty  Self- 
directed  IRA,  Self-directed  Rollover  IRA,  and  Self-directed  Si;i'-IR\,  the  $20  ;uinual  IRA  m;iintenance  fee  will  be  waived  if  one  of  more  Fidehty  fund  positions  held  in  the  IRA 
has  a  b;ilance  of  $5,000  or  more  at  the  time  of  the  IR\  m;iintenance  fee  billing.  'This  w:iiver  first  applies  in  10').^,  aiid  is  based  on  trades  from  1 1/1/02  through  10/31/03 
This  waiver  appfies  whether  you  make  two  trades  in  one  retirement  account  in  your  n;ime,  or  one  trade  in  each  of  two  retirement  accounts  in  your  n;uiie  This  waiver  only 
appfies  to  resi  customers  who  have  a  Fidehty  prototype  retirement  plan  with  an  FI)IC  insured  custodian/trustee.  Trades  with  Fidelity  funds,  non-Fidelity  funds,  and  limited 
partnerships  are  not  included  in  this  offer.  Fidehty  Brokerage  Services,  Inc.  c  reSI"),  Idl  Devonshire  Street,  Boston,  MA  02 1 10.  Member  NYSE,  SIPC. 


Msonal  Busine^ 


you  lose  2%  of  the  value  of 
personal  exemptions  for  you 
and  your  dependents.  So  if 
you  claim  an  exemption  for 
yourself,  which  knocks  $2,800 
off  '92  taxable  income,  you 
forfeit  $46  for  every  $2,500 
over  the  trif^ger  point.  The 
limitations  effectively  raise 
the  marginal  rate  for  a  family 
of  four  making  $157,000  or 
more  to  34.1%,  says  Coopers 
&  Lybrand. 

In  addition  to  the  .'5%  de- 


10%    of   AGI,  respectively. 

With  such  limits  eating  int^) 
your  deductions,  it's  impor- 
tant to  zero  in  on  every  little 
break.  Here  are  a  few  tips: 
■  A  change  in  filing  status 
could  put  some  extra  change 
in  your  pocket.  If  you're  re- 
cently divorced  or  widowed, 
you  can  file  as  a  head  of 
household  or  surviving 
spouse.  Both  get  you  a  l)et- 
ter  standard  deduction  and 
tax  rate  than  filing  as  single. 


DEDUCTIONS  YOU  MAY  HAVE  MISSED 


BUSINESS 


►  Business  gifts  of  $25  in  value  or 
less  per  recipient 

►  Cleoning  and  laundering  ser- 
vices while  you  are  traveling  for 
business 

►  All  expenses  related  to  moving, 
if  a  nevv  job  is  at  least  35  miles 
further  from  your  home  than  your 
current  job 

►  One-half  of  your  paid  self-em- 
ployment tax 

►  Subscriptions  to  professional 
journals  and  trade  publications 
►Tax  preparation  fees 

 CASUALTY  

►  Damage  from  Hurricane  An- 
drew can  be  deducted  by  amend- 
ing 1 991  return  to  get  the  refund 
more  quickly,  or  by  including  it  in 
your  1  992  return 

►  Damages  from  flooding  caused 
by  the  big  storm  in  January,  when 
parts  of  the  Northeast  were  de- 
clared disaster  areas,  can  be 
claimed  on  your  1  992  return 

 INTEREST  

►  On  business-related  loans 

►  On  home-improvement  loans 

►  On  loans  for  investments 


►  Full  points  from  a  first  refinanc- 
ing if  you  refinance  your  mort- 
gage a  second  time 

 INVESTMENT 

►  Books,  magazines,  and  newslet- 
ters that  you  buy  for  investment 
advice 

►  Cost  of  travel  to  see  your  broker 

►  Foreign  real  estate  taxes  and  in- 
come taxes,  on  international  secu- 
rities, for  example 

►  Rent  on  safe-deposit  boxes  to 
hold  stock  and  bond  certificates 

►  Separate  fees  paid  to  the  trustee 
of  your  individual  retirement 
account 

►  Worthless  securities  or  debts 
that  have  become  uncollectible 

 MEDICAL  

►  Alcoholism  and  drug  abuse 
treatment  expenses 

►  Contact  lenses  and  eyeglasses 

►  Hearing  devices 

►  Legal  abortions  and  sterilization 
procedures 

►  Transportation,  meals,  and 
lodging  related  to  medical 
treatments 

►  Wigs  essential  to  your  mental 
health 
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duction  phase-out,  you  can't 
claim-  miscellaneous  deductions 
for  expenses  such  as  union 
dues  or  investment-manage- 
ment fees  unless  they  exceed 
2%  of  A(;i.  That's  after  you 
take  into  account  the  80%  cap 
on  deductions  for  bvisiness 
meals.  Medical  writeoffs  and 
casualty  deductions  are  ex- 
empted from  the  3%  phase- 
out  but  must  exceed  7.5%  and 


You  can  file  as  a  surviving 
spouse  for  three  years  if  you 
have  a  dependent  child.  Mar- 
ried couples  might  want  to 
file  separately  if  one  partner 
has  sizable  medical  bills  or 
job-hunting  expen.ses,  or  you 
have  similar  incomes.  It  might 
also  help  you  avoid  the  AMT. 
"You  shoukl  prepare  your  re- 
turns both  ways,"  advises 
Steven  Pennachio,  a  tax  part- 


ner at  KPMG  Peat  Marwick. 
■  You  should  also  prepare 
your  taxes  normally  and  as  if 
you  were  liable  for  the  AMT. 
You  owe  whichever  is  higher. 
If  you  were  sub- 
ject to  the  AMT 
last  year  but  not 
this  year,  you 
may  be  able  to 
apply  a  credit  to  this  year  or 
future  tax  bills.  This  is  a  bo- 
nus "that's  easy  to  forget  and 
hard  to  figure  out,"  says 
Grant  Thornton's 
Tom  Ochsenschlager, 
"But  it  can  be  worth 
a  lot  of  money." 

■  You  can  use  in- 
vestment losses  to 
offset  capital  gains 
and  ordinary  income 
up  to  $3,000.  Losses 
that  can't  be  used 
this  year  can  be  car- 
ried over  to  next 
year.  You  can  also 
carry  over  excess 
interest  pa^-ments  on 
loans  for  investment 
purposes  since  you 
can  claim  those  loans 
only  to  the  extent 
that  you  have  in- 
vestment income. 

■  It's  not  too  late  to 
shelter  money  in  re- 
tirement accounts. 
Indeed,  you  can  set 
up  individual  retire- 
ment accounts  and 
simplified  employee 
pensions  (sEFs)  to 
cut  1992  income  as 
late  as  Apr.  15.  You 
get  to  deduct  your 
[RA  contriliution  only 
if  you  or  your 
spouse  don't  have  an 
employer-sponsored 
plan  or  you  make 
less  than  $40,000.  If 
you  have  a  small 
business,  you  can 
fund  a  SEP  with  the 
lesser  of  $30,000  or 


work.  If  your  AGI  isj 
$10,000,  your  credit  is! 
your  expenses  up  tol 
for  one  child,  $4,800  i; 
That  figure  decreases  if 
ly  to  20%  ■ 
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15%  of  your  compensation. 
■  Another  way  to  pare  down 
your  income  is  with  tax  cred- 
its. Although  uncommon, 
these  are  worth  $1  per  tax 
dollar— whereas  deductions 
are  worth  only  31T  if  you're 
in  the  top  federal  bracket. 
You  may  be  entitled  to  a 
child-care  credit  if  you  need 
someone  to  watch  your  kids 
so  you  and  your  spouse  can 


AGI       is  S 

$28,000.  Tl' 
most  youi 
$480,  or  i 
two  kids.  If  you  are  [ 
65,  you  get  a  $90^1 
($700  if  married).  TI| 
applies  if  you  are  |i 
blind.  If  you're  overS 
blind,  double  the  cred 
also  get  a  credit  for  a 
eign  taxes  you  migl 
paid  on  global  securits 
Many  of  these  de<i( 
are  nickel-and-dime  sti 
pared  with  the  lucran 
shelters  of  yesteryear' 
days,  says  Arthur  Ai 
tax  partner  Steven  Wi 
you  "have  to  look  > 
small  victories."  Pa 


Worth  Notiij 

■  FAMILY  AFFAIRS.  Theit 
ity  discount"  lives.  Th 
a  reversal  of  an  msr 
owners  of  closely  hd 
nesses  may  value  c" 
stock  given  to  childn  ■ 
than  100%  for  tran.t 
purposes.  In  famil;« 
companies,  the  valu'  C 
nority  interests  dephi 
how  many  people  sh'( 
trol.  It  can  be  as  low.s 

■  PAPER  TRAILS.  A  ma 
ache  for  mutual-fun  i 
tors  is  computing  tx* 
capital  gains,  trans 
tween  funds,  and  di\ 
investments.  If  youin 
fund  doesn't  provide  e: 
tax-cost  statements,  m 
haven't  kept  records  oi 
ask  the  fund  for  d 
past  transactions,  w 
often  kept  on  microf 

■  TECH  ALERT.  There' 
tax  form,  1040  PC, 
who  do  their  returns 
puter.  It's  condensed 
can  report  on  partt 
rentals,  and  self-emi 
It  speeds  processini 
funds  arrive  faster, 
tell  the  IRS  to  deposin 
into  your  bank  accoit 
form  comes  with  Mei's 
Cut  ($80  list).  Other  ofi 
makers  mail  it  on  reae; 
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When  Birthdays  Come  Along 


ikes,  candles, 
md  greeting 
:ards — these 
terns  aren't 
ed  on  most 
■  supply  req- 
ion  forms, 
many  com- 
;s  routinely 
considerable 
and  money 
•rating  ern- 
es' birthdays, 
ich  festivities 
:  unnecessary 
ruptions  in 
orkplace,  or 
ley  serve  a 
)se? 

ffice  parties 
ion  as  "rites 
itegration" 
1  the  corpo- 
1,  according 
be  Cultures 
•)rk  Orga ni- 
ls (Prentice 
,  1  993  ).  A 
irehensive 

at  the  an- 
olog}'  of  the 
)lace  by  Har- 
I  M.  Trice 
Janice  M. 
r,  this  new 

sheds  light 
fice  customs 

foster  the 
1  social  inter- 
1  needed  to 
a  company. 

ritualizing 
iay  celebra- 
a  firm  shows 
f  cares  about 
mployees. 

mid-sized 
any  has  instiuited  a  monthly  cor- 
e  birthday  party.  The  honorees 
irsonally  introduced  by  the  CEO, 
he  staff  mixes  with  management 
informal  way. 

le  message  conveyed  by  these 
hly  birthday  observances  is  that 


Spend  Your  Birthday  With  The  Ones  You  Love 


GODIVA 

Chocxjlatier 


employees  are  more  than  mere  func- 
tionaries. The  parties  promote  what 
Trice  and  Beyer  call  "social  cohe- 
sion" with  peers  and  supervisors. 
(The  monthly  festivities  also  elimi- 
nate many  separate  parties  that 
formerly  encroached  on  daily  sched- 


ules, a  n  tl  a  I  i  c  n  - 
ated  those  whcj 
were  left  out.) 
j.v  Establishing  a 
tradition  of  birth- 
day gi  ft-givi  ng 
is  another  w a y 
of  perpetuating  a 
valuable  rite  of 
integration.  Each 
year  the  presi- 
dent of  one  large 
firm  picks  out  a 
handsome  gift 
item  with  the  help 
of  a  corporate 
gift  service,  and 
the  firm  buys  a 
supply  of  them. 
One  of  the  items 
appears  on  the 
desk  of  each  eni- 
ployee  on  his 
or  her  birthday, 
complete  with 
elaborate  wrap- 
ping and  a  c  a  r  d 
signed  by  the 
president.  The 
gift  item  is  always 
small,  but  slight- 
1  y  e  x  t  r  a  v  a  g  a  n  t . 
It  symbolizes  the 
familial  relation- 
ship the  company 
seeks  to  maintain 
with  the  staff  and 
reinforces  feel- 
ings of  cohesion 
within  the  far- 
flung  corporate 
organization. 

In  small  firms 
or  separate  de- 
partments within 
big  corporations, 
birthdays  can  be 
celebrated  for  every  employee  with 
personal  parties  or  individualized  gifts. 
But  whatever  the  style  of  the  obser- 
vance, it  is  the  perpemation  of  the  ritual 
that  counts.  It  enhances  the  company's 
cultural  profile  and  breeds  a  work  force 
committed  to  the  company's  success. 


"Compustat  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12,000  U.S.  compainies.  Add  word-for-word  annual 
reports,  lOK's,  lOQ's  and  proxies  for  New  York  cind  Americcin  Stock  Exchange 
compcinies.  Combine  with  softwcire  for  comprehensive  financial  analyses. 
Now,  place  it  all  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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T&E  ALERT:  THE  PERKS 
COULD  GET  PUNIER 


In  the  litTOs,  ci-ilics  calk'd 
il  tlic  "lln'cc.'-mai'tini 
lunch."  That's  what  l)Usi- 
ncss  cxcciUives  .i^ol  to  write 
off  on  their  taxes— alon,!r  witii 
a  lon,i4'  list  of  other  travel  and 
entertainment  ex])enses.  But 
l)e,L!,innin<4  with  the  Tax  Re- 
form Act  of  19«(i,  the  federal 
H'overnment  has  lieen  ti^^hten- 
iny;  the  rules  for  treatment  of 


ey  to  conduct  your  business. 
So-called  .ujoodwill  entertain- 
inif— throwin.t^-  a  liirthday  bash 
and  inviting  business  asso- 
ciates as  well  as  family  and 
friends— won't  cut  it.  Neither 
will  taking"  an  accjuaintance  to 
a  basketball  ^ame  who  may 
know  someone  who  can  help 


prove  you  talked  business  on 
more  than  50%  of  your  visits, 
\-ou  can  write  off  that  {xirtion 
of  yoiu'  dues.  Otherwise,  you 
can  only  deduct  specific  ex- 
penses, such  as 
y;uest  fees  and 
meals,  on  days 
when  yoti  brinj^  a 
nonmember  busi- 
ness associate. 

TRAVEL  TIP.  Here's  what  you'll 
nt'ed  to  make  your  ca.se:  As 
you  sift  throu(^h  your  shoe- 
box  of  i'eceii)ts  to  prepare 
your  IW2  tax  return,  make 
sure    you've    jotted  down 
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these  {lerks.  And  now  they 
are  under  attack  a^ain,  with 
two  proposals  from  President 
Clinton.  One  would  make 
business  meals  only  .■>()%  de- 
ductible, instead  of  Hl%;  the 
otht'r  would  deny  any  write- 
offs for  private  club  dui's. 
STRICTLY  BUSINESS.  Like  de- 
ductions for  home  offices  and 
business  use  of  the  family  car. 
"'\'KK"  claims  set  off  warniiiti; 
l)ells  al  the  Internal  Kevenue 
Ser\'icc.  "It  is  rare  foi'  an  indi- 
x'idual  \\  ho-~e  return  is  exam- 
ined by  the  li;s  not  to  have  to 
defend  his  or  her  tra\'el  and 
entei'tainment  deductions," 
says  Eikn'u  <  )"(.'onnor,  a  tax 
e.xpert  with  (Irani  Thoi-nton 
accounting'  firm  in  Washing- 
ton, ]').('.  That's  why  it's  im- 
portant to  know  the  rules— 
and  to  have  the  ilocu- 
mentation  to  back  up  youi-  de- 
ductions, adds  .James  \onach- 
en,  a  tax  pai'lner  with  Clif- 
ton, (luiidei-son  Co.  in 
I)i'n\'er. 

To  deduct  a  T.^l';  expense, 
you  have  to  demonstrate  that 
you  needed  to  spenfl  the  mon- 


you.  "If  there  wasn't  any  le- 
.t^itimate  business  discussion, 
then  that's  not  a  deducticm," 
says  \'onachen. 

But  say  you're  in  sales  and 
you  take  a  prospect  out  to 
lunch.  y\s  of  now,  the  meal  is 
80%  tax  deductible.  If  you  are 
self-emi)loye<l,  simply  list  that 
expense  and  others  similar  to 
it  on  Schedule  C  of  youi' 
lM)rm  1040.  If  you're  empio\'ed 
and  your  lioss  refuses  to  reim- 
burse you,  you  may  not  K^'t  a 
deduction.  That's  because  un- 
reimbursed business  expenses 
are  pai1  of  "miscellaneous 
itemized  deductions,"  which  in 
total  must  exceed  2%  of  your 
adjusted  .n'ross  income. 

Social  and  athletic  club 
dues  are  not  as  common  a  de- 
duction as  meals  because  the\' 
ai'e  harder  to  justify  as  a 
business  expense.  The  fact 
tliat  you  fre(|uenlly  i-un  into 
clients  in  the  steam  room  af- 
ter your  workout  is  not  a  \'al- 
id  defense,  for  example.  Still, 
for  the  time  beinti',  if  \()U  can 


whom  you  enleriaincfl,  i 
time  and  place,  and  what  was 
discussed.  Although  it's  more 
accurate,  keepincj  a  contem- 
l)oraneous  lo,t(  of  these  ex- 
penses is  not  necessary.  You 
can  piece  the  data  back  to- 
gether by  lookinu'  at  your  cal- 
endar. It's  best  to  u'et  this 


year's  records  in  order 
the  IRS  is  going  to  aud 
it  usually  takes  three 
to  get  around  to  your 
You'd  have  a  tough  ti: 
calling  the  { 
that  point. 

Travel 
such  as 
tickets,  ren 
receipts,  and  hotel  l)i' 
relatively  ea.sy  to  put: 
der.  "But  you  could 
problems  with  travel 
tions  when  you  brinj 
spouse  and  try  to  wi 
that  cost."  says  Willian 
hurst,  a  partner  with  i 
tants  Yergen  &  Me 
Portland,  Ore.  Just 
you  need  your  spouse 
company  you  to  soci 
tions  during  the  tri 
enotigh.  You  must 
the  IRS  auditor  tha 
spouse  helped  bring 
tional  business  or  ad 
your  career  in  som 
Chances  are  you 
have  a  problem,  for 
if  your  wife  assisted  y 
trade  sh()w  booth  and 
brought  in  some  sales 
The  Clinton  Adm 
t  ion's  crackdown  on  m< 
club  dues  reflects  th- 
spread  belief  that 
code  has  been  too  ler 
T&E  expenses.  But  yc 
have  to  cancel  next 
reservation  at  that  ex 
French  restaurant: 
proved,  the  proposed 
won't  take  effect  ui 
1994  tax  year.  Stum 
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WHAT'S  STILL  DEDUCTIBLE  FOR  M 

BUSINESS  GIfTS  Limited  to  S25  per  recipient 
 IP- 
HEALTH  CLUB  Deductible  in  part  only  if  used  more  lai 
DUES                50%  for  business 


LODGING 


Deductible  if  stay  is  less  than  one  ye 


MEALS 


80%  deductible 


PARTIES  Must  establish  business  purpose;  caio 

deduct  cost  of  having  guests  unrelatli 
business 


SKY  BOXES 


Limited  to  cost  of  nonluxurv  box 


SPORTING  IVIust  discuss  business  during  the  g;ie- 
EVENTS  or  immediately  before  or  after 

UNREIMBURSED  Includes  business  meals,  mileage,  ti 
BUSINESS  costs;  total  must  exceed  2%.  of  adjustl 

EXPENSES  gross  income  , 

DATA:  GRANT  THORNTON,  BUSINESS  WEEK 
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X  to  Companies 

:x  gives  the  starting  page  for  a  story  or  fea- 
o  significont  reference  to  a  company.  Most 
■ies  are  indexed  under  their  own  names, 
[es  listed  only  in  tables  are  not  included. 
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The 
Time 
Has 
Ckone...' 

...to  send  for  the  latest 
copy  of  the  free 
Consumer  Information 
Catalog. 

It  lists  more  than 
200  free  or  low-cost 
government  publications 
on  topics  like  money, 
food,  jobs,  children,  cars, 
health,  and  federal 
benefits. 

Don't  waste  another 
minute,  send  today  for 
the  latest  free  Catalog 
and  a  free  sample 
booklet.  Send  your 
name  and  address  to: 

Consumer 
Information  Center 
Department  TH 
Pueblo,  Colorado  81009 


Zenith  Data  36 


A  public  semce  of  this  publication  and 
the  Consumer  Information  Center  of  the 
U  fa  Greneral  Services  Administration 


This  anmuncenhiU  i\  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  biiv  any  of  these  securities.  The  offering,  is  made  onh 
by  the  Prospectus,  copies  of  which  may  he  obtained  in  any  State  in  which  this  ammuihcmoit  is  circulated 
onh  from  such  of  the  undersiviied  as  may  legally  offer  these  seciintia  in  such  State. 
NEW  ISSUE  '  '  '  •    -  February  3,  199: 


$2,015,000,000 


^9  CHRYSLER 
W  CORPORATION 

52,000,000  Shares 

Common  Stock 

($1.00  par  value) 


Price  $38.75  Per  Share 

Global  Coordinator  of  tlw  Offerings 
CS  First  Boston  Group 


United  States  Offering 

41,86().()()0  Shares 


The  First  Boston  Corporation 

Merrill  Lynch  &  Co. 

Morgan  Stanley  &  Co. 

1 ncorporated 

Lehman  Brothers  Salomon  Brothers  Inc 

J. P.  Morgan  Securities  Inc. 

PaineWebber  Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

S.G.  Warburg  Securities      Bear,  Stearns  &  Co.  Inc.      Sanford  C.  Bernstein  &  Co.,  Inc.      Alex.  Brown  &  Sons 

Incorporated 

BT  Securities  Corporation  Credit  Lyonnais  Securities  (USA)  Inc.  Daiwa  Securities  America  Inc. 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  A.  G.  Edwards  &  Sons,  Inc.  Furman  Selz 

Secunlii",  t  orporntion  Incorporated 

Goldman,  Sachs  &  Co.  Invemed  Associates,  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Montgomery  Securities  Oppenheimer  &  Co.,  Inc.  Prudential  Securities  Incorporated 

RBC  Dominion  Securities  Corporation  ScotiaMcLeod  (USA)  Inc.  Societe  Generale 

Securities  Corporation 

SBCI  Swiss  Bank  Corporation  UBS  Securities  Inc.  Wertheim  Schroder  &  Co. 

In\estment  hankintr  Incorporated 

Dean  Witter  Reynolds  Inc.  Wood  Gundy  Corp.  Allen  &  Company 

Incorporated 


International  Offering 
1(),14().()()()  Shares 


Credit  Suisse  First  Boston  Limited 
Merrill  Lynch  International  Limited  Morgan  Stanley  International 

Salomon  Brothers  International  Limited     Swiss  Bank  Corporation     S.G.  Warburg  Securities 

ABN  AMRO  Bank  N.V.  Credit  Lyonnais  Securities  Daiwa  Europe  Limited  Dresdner  Bank 

Aktiennesellschaft 

UBS  Phillips  &  Drew  Securities  Limited  Barclays  de  Zoete  Wedd  Limited  Cazenove  &  Co. 

Commerzbank  Aktiengesellschaft  Kleinwort  Benson  Limited  NatWest  Securities  Limited, 

Nikko  Europe  pic  Paribas  Capital  Markets  Societe  Generale , 
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DEAR  MR.  PRESIDENT,  SINCE  YOU  ASKED. . . 


Your  economic  address  played  beyond  your  wildest 
dreams  in  its  first  week.  But  the  raves  are  already 
being  tempered,  as  they  should  be.  The  reason?  Your 
economic  progi'am  loaded  up  on  new  taxes  and  went  lightly 
on  cutting  government  spending.  It  didn't  even  come  close  to 
meeting  Budget  Director  Leon  E.  Panetta's  original  goal  of 
cutting  $2  in  spending  for  every  $1  in  tax  hikes.  Moderate 
Democrats  and  Republicans— and  just  about  everybody  made 
suspicious  by  years  of  undisciplined  congressional  spend- 
ing—are concerned,  even  while  commending  your  attack  on 
the  $300  billion  annual  federal  deficit. 

You  did  show  great  courage  in  putting  forth  proposals 
that  would  curb  the  growth  in  medicare  and  medicaid  spend- 
ing. You  did  suggest  deeper  cutbacks  in  defense  and  even 
said  that  taxes  on  Social  Security  should  go  up  for  upper-in- 
come folks.  So  you  chopped  into  the  three  categories  that,  to- 
gether with  interest  on  the  debt,  add  up  to  two-thirds  of  the 
budget.  Then  you  went  further,  nicking  a  budget  item  here, 
cutting  another  there.  You  even  stood  tall  against  the  bee- 
keepers, eliminating  the  government  subsidy  for  honey. 

All  of  this  was  splendid  work.  But  it's  not  nearly  enough. 
Your  spinmeisters  have  been  busy  explaining  all  the  political 
compromises  you  had  to  accept  so  that  Congress  wouldn't 
kill  your  plan  altogether.  They  suggested  you  couldn't  go 
very  far  in  curbing  spending  on  the  pet  projects  of  powerful 
barons  of  iinportant  congressional  committees— nearly  all  of 
them  your  fellow  Democrats,  by  the  way.  Congi-ess  is  a  ma- 


jor problem,  we  agree,  precisely  because  it  is  so  be) 
special  interests  and  so  dependent  on  private  moi- 
nance  reelection  campaigns.  Fair  enough.  But  you  i\  > 
everyone  to  suggest  further  spending  cuts.  Your' 
adviser  Paul  Begala  said  tauntingly:  "Put  up  or  sli 
We're  putting  up.  Here's  a  program  of  spending 
over  five  years  will  save  an  additional  $75.5  billion 
you  an  extra  $55.2  billion  in  re^'enues  if  tax  sul>.-, 
ended.  They  won't  put  the  government  on  a  starvat 
in  fact,  they  are  just  as  reasonable  as  the  cuts  c 
pose.  In  many  cases,  we're  asking  you  simply  ti 
step  further  in  cutting  progi-ams  you've  already  hit? 
the  pork-ridden  highway  demonstration  projects.  I 
we're  asking  you  to  be  as  brave  against  the  goathft 
you  were  against  the  beekeepers.  No  one  can  iiu 
why  the  nation  needs  a  Helium  Reserve,  so  that':( 
think  ought  to  go.  ReoT'ganizing  the  Veterans  Affas 
tals  would  do  a  service  to  all  our  veterans  as  wek 
money.  Dumping  the  $25,000  passive  real  estate  < 
emption,  instead  of  expanding  it,  could  generate  $:) 
over  five  years,  more  than  enough  to  replace  the  in? 
the  antigrowth  corporate  income  tax.  None  of  tfi 
gestions  is  especially  tough  politically,  except  perhap  ■ 
l)ite  on  home  mortgages  over  $300,000.  But  how  mr 
die-class  people  can  afford  to  have  those  mortgage; 
ask  is  that  these  extra  savings  be  used  in  lieu  of  n 
come-tax  rates  on  people  and  companies.  So  here  \3 


ADDITIONAL  SPENDING  CUTS 

1994-98 
Billions  of  dollars 

End  federal  subsidies  to  airports  $6.7 

Charge  user  fees  for  air-traffic  control  6.8 

End  highway  demonstration  projects  (lots  of  pork)  4.3 

Eliminate  EPA  wastewater-treatment  grants  (more  pork)  6.3 

End  below-market  use  of  federal  lands  1.9 

Stop  filling  the  Strategic  Petroleum  Reserve  1 .0 

Sell  the  Hehum  Re.serve  (what's  it  for,  anyway?)  1.0 

Dump  the  Supercollider  (really  a  jobs  program  for  Texas)  3.2 

Stop  the  space  station  (it's  of  little  use  commercially)  10.4 

Squeeze  more  out  of  farm  supports  1 1 .2 

End  subsidies  for  wool  and  mohair  0.7 

Reform  veteran.s'  disability  benefits  10.7 

Reorganize  the  VA  ho.spitals  3.4 

Take  an  additional  100,000  out  of  the  2.9  million  federal  work  force  7.9 


$75.5 

NEW  SAVINGS  FROM  CURBING  TAX  SUBSIDIES 

Revenue  generated 

Don't  expand  the  $25,000  passive  real  estate  loss  exemption— dump  it  $30.0 

End  the  interest  deduction  on  that  part  of  home  mortgages  over  $300,000  (after  Social 

Security,  the  home  mortgage  is  America's  most  popular  entitlement)  1  2.5 

Tax  10%  of  employer-paid  health  benefits  over  $400-a-month  per  family  1  1.5 

Eliminate  child-care  credits  for  high-income  individuals  ....1 .2 


$55.2 


Total  savings  $130.7  bil< 
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Getting  from  point  A  to  point  B 

Traveling  on  business  can  be  tough.  So 
we  made  it  easy  to  get  AT&T  service. 
First,  check  the  sign  on  any  pubHc  phone 

isn't  always  easy 

to  make  sure  it's  AT&T.  If  it's  not  AT&T, 
or  you  dial  and  don't  hear  AT&T "  after 
the  bong,  hang  up.  Then  dial  10+ATT+O. 

Getting  AIJ^  is. 

You'll  get  the  service  you  depend  on  At 
the  prices  you  expect.  Getting  around  on 
business  should  alwavs  be  that  easy, 

DiallO-ATT-0 

plus  the  area  code  and  number. 


complete  your  call? 
800  321-0288. 


AT&T 


l^f'nYour  percept 

of  Wabarna  Wvz  true 

#s  tere4  be 


5  wou/ci  i)e 


)FITS 

:SS  WEEK 
larch  /5" 


FIKbl  FULL  mi  KtbULIb 
FOR  900  COMPANIES 


HEALTHCARE 


WHAIbKbALLY  jdENCE 


DRIVING  UP  COSTS 


FOR  LASERS 


A  McGRAW-HILL  PUBLICATION 


lOLD  NEW  IDEA  IS  TAKING  ROOT.  INSTEAD  OF  INVESTING  FOR  A  QUICK 
(,  SOME  BIG  SHAREHOLDERS  ARE  BUYING  LONG-TERM  STAKES  IN  LARGE 
COMPANIES.  IN  RETURN,  THEY  WANT  MORE  SAY  IN  MANAGEMENT.  p.o.. 


AbVMan  onsod  ai^ivsNnana 

OTIO     goi  2633a       091X19501  2090 

l"""lill"""|ll"l""llll"""|ll'T"l'll 

0t0t>6  11310- SjHHHwt****** 
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SellThe  Corporate  Jet 


Introducing  Lincx)ln  MarkVIlj 

The  traditional  symbol  of  personal  high-performanJ 
transportation  has  just  acquired  a  little  competitiont 
new  280-horsepower  Lincoln  Mark  VIII. 


LINCOLN  MERCURY  DIVISION  <^;)    Buckit  ap-tog«he,  we  on  save  l,.es  -Dnve,  >nd  f,on,  p.ssenge,  5uppleme„,.l  Rest,„n,  Sy„e„  Alwjy,  wei,  you,  safety  belt 


A  few  technical  highlights:  a  computerized  air 
spension  that  lowers  the  car  closer  to  the  road  at  high- 
ly speeds.  Four-sensor  anti-lock  brakes.  And  a  32-valve, 
lur-Cam  V-8  that  provides  astonishing  acceleration. 

Inside,  a  dramatic  wraparound  cockpit  presents 
lalog  gauges,  an  onboard  message  center,  standard  dual 
r  bags'  even  an  available  voice-activated  phone. 


For  more  information,  call  i  800  446-8888.  Or 
visit  a  Lincoln  dealer.  Before  you  test  drive  the  Mark  VIII, 
however,  do  yourself  a  favor:  Drive  everything  else  first. 
There  is  no  more  powerful  argument  we  can  make. 

« LINCOLN  MARK  VIII 
What     A     Luxury     Car     Should  Be 


Du  have  a  reservoir 
of  information. 


How  much  is  reaching 
your  customer  and 
how  fast? 


If  your  customer  oiily  knew  you 
jr  a  product  he  wants.  If  your 
tomer  only  knew  you  offer  a  service 
needs.  If  your  customer  only  knew 
It  you  know.  And  fast.  Because  what 
r  customer  doesn't  know  leaves 
t  jnue-generating  potential  untapped. 

That's  why  Unisys  has  developed  a 
'  verful  new  initiative  to  help  give  bus- 
5S  the  advanced  customer  service 
cial  in  an  increasingly  competitive 
ironment-cusTOMERiZE. 

Unisys  can  help  customepjze  your 
erprise  by  extending  information 
hnology  out  to  the  field  locations, 
ere  a  customer  decides  to  do  busi- 
;s  with  you-or  not.  And  where  your 
gle  most  important  influence  over 

13  Unisys  Corporation 


that  decision  may  be  information.  When 
the  flow  of  information  is  comprehen- 
sive, you  optimize  customer  satisfaction 
and  increase  sales  content.  With  a 
timely  flow  of  information,  you  not  only 
boost  the  speed  of  transactions  but  also 
sharpen  your  competitive  edge. 

A  cusTOMERiZED  enterprise  draws 
information  from  customers  even  as  it 
conveys  information  to  them.  Circulating 
through  your  organization,  it  all  helps 
productivity  control  and  profitability 

Ask  us  about  our  customerize'" 
assessment,  which  teams  you  with 

UNiSYS 

We  make  it  happen. 


experienced  Unisys  consultants  to 
evaluate  your  organization's  informa- 
tion flow.  Ask,  too,  for  a  complimentary 
customerize  Information  Kit. 


CUS'tom'Cr'izeX  kus'-ts-ma-nze'X  w 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
e.xtend  systems  capabilities  to 
Held  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  C\)rporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  c  usiomik 
skKVit  c.  coMPhirnvh  kdge.  busini  ss- 

C  RmCAL  SOLUTIONS,  RUVKNUF  GENKRATION 


Call  us  at  1-800-874-8647,  ext  13. 
Discover  how  Unisys  can  help  you 
customerize  your  enterprise  and  con- 
vert information  into  a  stream  of 
customers-and  revenue. 

CUSTOMERIZE  is  a  Service  marl<  of  Unisys  Corporation. 
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FAIR  TRADE:  LOCKHEED  CEO  TELLEP  GAVE  INSTITUTIONAL  INVESTORS  A  GREATER  SAY  IN  EXCHANGE  FOR  THEIR  HELP  IN  FENDING  OFF  A  RAIDER 
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RELATIONSHIP  INVESTING 

"Let's  make  a  commitment."  That's 
what  a  new  breed  of  American 
investors  is  saying.  As  they  put 
"patient  capital"  at  the  service  of 
major  companies,  it  should  free 
manaKement  to  focus  on  long-term 
strategy — while  giving  the  investors 
a  more  prominent  role  overseeing 
corporate  decisions.  Could  this  be  a 
tonic  for  the  U.S.  economy? 
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shareholders  are  fomenting  change 
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PRODUCTION 

Change  from  lost  week:  0.7\ 
Chonge  from  lost  year:  2  7% 

190  


1967=100  (four-week  moving  average) 


LEADING 

change  from  last  week;  0.0% 
Change  from  last  year:  4.8% 
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The  production  index  increased  a  bit  during  the  week  ended  Feb  20  On  a 
seasonally  adjusted  basis,  output  of  trucks,  electric  power,  and  crude-oil  refining 
increased,  but  roii-freight  traffic,  steel,  coal,  paper,  and  lumber  production  declined 
Auto  and  poperboard  output  levels  were  flot  Before  colculotion  of  the  four-week 
moving  overage,  the  index  rose  to  183,  from  181  4  in  the  previous  week  when 
some  plants  closed  to  observe  Presidents'  Day. 

BW  production  index  copyright  1993  by  McGraw-Hill  Inc 


The  leading  index  continued  to  show  future  weakness  in  the  economy,  as  th 
index  dropped  slightly  in  the  week  ended  Feb.  20.  Lower  stock  prices,  slowe 
growth  rotes  for  materials  prices  and  real  estate  loans,  plus  o  rise  in  the  number  c 
business  failures,  ore  cousing  the  drag.  Bond  yields  were  lower,  and  the  growth  i 
M2  was  unchanged  from  the  previous  week.  Before  calculation  of  the  four-wee 
moving  overoge,  the  index  fell  to  220.2,  from  222.1. 

Leading  index  copyright  1  993  by  Center  for  Inlernolional  Business  Cycle  Research 
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Latest 
week 

Week 
ogo 

%  Change 
year  ago 

STEEL  (2/271  thous.  of  net  tons 

1,866 

1,799# 

4.2 

AUTOS  (2/27)  units 

132,491 

123,881r# 

23.3 

TRUCKS  (2/27)  units 

96,248 

1 05,08  lr# 

18.9 

ELECTRIC  POWER  (2/27)  millions  of  kilowott-hours 

60,999 

60,669# 

12.8 

CRUOE-Oll  REFINING  (2/27)  thous  of  bbl./day 

12,861 

13,251# 

5.2 

COAL  (2/20)  thous.  of  net  tons 

17,870# 

18,987 

-9.7 

PAPERBOARO  (2/20)  thous.  of  tons 

824. 7# 

820.8r 

2  2 

PAPER  (2/20)  thous.  of  tons 

784.0# 

783.0r 

0.5 

LUMBER  (2/20)  millions  of  ft. 

465.2# 

494.9 

-7  8 

RAIL  FREIGHT  (2/20)  billions  of  ton-miles 

)9.9# 

20  9 

-4.3 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/3) 

1  17 

117 

132 

GERMAN  MARK  (3/3) 

1  64 

1.62 

1  67 

BRITISH  POUND  (3/3) 

1.45 

1.44 

1.72 

FRENCH  FRANC  (3/3) 

5.57 

5.50 

5  68 

CANADIAN  DOLLAR  (3/3) 

1.25 

1.26 

1.19 

SWISS  FRANC  (3/3) 

1  52 

1.50 

1.52 

MEXICAN  PESO  (3/3)' 

3  074 

3  093 

3  083 

Sources:  Mo|or  New  York  bonks.  Currencies  expressecJ 
pound  expressecJ  in  dollors 

n  units  per  U  S 

dollar,  exce 

)t  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/3)$/troyoz. 

329.550 

329.900 

-5.9 

STEEL  SCRAP  (3/2)  #1  heavy,  $/ton 

1 10.00 

109,50 

22.9 

FOODSTUFFS  (3/l)index,  1967=100 

201.1 

201.1 

-1.0 

COPPER  (2/27)  C/lb. 

103.0 

104.0 

-3.7 

ALUMINUM  (2/27)  c/lb 

560 

56.0 

-8  9 

WHEAT  (2/27)  #2  hard,  S/bu 

3  68 

3.73 

-15,0 

COTTON  (2/27)  strict  low  middling  l-l/16in.,  C/lb. 

56,52 

56.53 

9.4 

LEADING  INDICATORS 


Latest 
week 

Weet> 
ago 

%  Chan 
year  a 

STOCK  PRICES  (2/26)  s&p  500 

439.33 

433.33 

6 

CORPORATE  BOND  YIELD,  Aaa  (2/26) 

7.6 1  % 

7.69% 

-8 

INDUSTRIAL  MATERIALS  PRICES  (2/26) 

100  5 

100.3 

4 

BUSINESS  FAILURES  (2/i9) 

401 

388 

-13 

REAL  ESTATE  LOANS  (2/17)  billions 

$398.4 

$400.3r 

-1 

MONEY  SUPPLY,  M2  (2/15)  billions 

53,438  4 

$3,438  9r 

-0 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/13)  thous 

325 

321 

-29 

Sources:  Standard  &  Poor's,  Moody's,  Journo/  of  Commerce  (index:  1980=100),  Dun  &  Brc 
street  (foilures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seosonolly  adju 
data  on  business  failures  and  real  estote  loans 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Chani 
year  ai 

PERSONAL  INCOME  (Jon  )  annual  rate,  billions 

$5,217.4 

S5,192.9r 

5 

CONSTR.  SPENDING  (Jon.)  annual  rote,  billions 

$430.8 

$436. 4r 

5 

NEW  HOME  SALES  (Jon  )  annual  rate,  thous. 

561 

65  Ir 

17 

12  LEADING  INDICATORS  COMPOSITE  Uon  )  index 

152  9 

152. 8r 

4 

Sources:  Commerce  Depf.,  Census  Bureau 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Chant 
year  ai 

MONEY  SUPPLY,  Ml  (2/i5) 

$1,031.1 

$1,030.1 

10 

BANKS'  BUSINESS  LOANS  (2/i7) 

278.4r 

277.  Ir 

-4 

FREE  RESERVES  (2/i7) 


1,577 


1,1 75r 


43 


NONFINANCIAL  COMMERCIAL  PAPER  (2/17) 


146.2 


147.8r 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  ore  expressed  for 
two-week  period  in  millions) 


Sources:  London  Wednesdoy  finol  setting,  Chicago  market.  Commodity  Research  Bureau,  Meto/s 
Week,  Kansas  City  market,  Memphis  market 


MONEY  MARKET  RATES 


Lot  est 
week 


Week 
ago 


Yei 
09 


FEDERAL  FUNDS  (3/2) 


3.19°' 


2.91% 


4.08' 


PRIME  (3/3) 


6  00 


6.00 


6.50 


COMMERCIAL  PAPER  3-MONTH  (3/2) 


3.15 


3.15 


4.28 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/3) 


3.1 1 


3.08 


4.22 


EURODOLLAR  3-MONTH  (2/26) 


3.08 


3.10 


4.16 


Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  dota  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmeni 
1  ^Western  Wood  Products  Assn.     2  ^Southern  Forest  Products  Assn      3  =  Free  morket  value     NA  =  Not  available     r=revised     NM  =  Not  meaningful 
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If  you  can  get  information 
from  IAN  to  IAN  without  a 
glitch,  golly  that's  amazing. 


But  if  your  company's  most  dependable  information  source  is  the  office  grapevine,  f\JTp  IPPf^l^jP 
just  call  1-800 -DATA- USW.  We  connect  and  maintain  LANs  and  computer  networks,  .i  V  i  L^IXir  .'tmSK 

^  NETWORKING  SERVICES  h-.OM  US  WEST' 

6A-PAC 


""Our  wine  isn't  the  only  thing 
growing  better  with  age." 


,/<-/»;  Sliccla.  f'nsulciil. 
Kctiwdin/  I  liic\urtl\ 


"Who  could  have  seen  our  potential 
when  California  wines  all  came  in 
gallon  jugs?  Our  old  bank  even 
turned  us  down  for  a  loan  when  we 
decided  to  move  up 
to  premium  wines. 
So  I  walked  across 


COMMERCIAL  BANKING 


the  street  to  BofA.  They  already  had 
people  studying  the  industry.  They 
saw  our  potential.  And  they  made 
the  loan. 

In  the  course  of  our  2  1-year 
relationship.  Bank  of  America  has 
financed  our  inventory,  accounts 


receivable,  and  new  equipment  leases. 
And  something  more.  BofA  has  people 
who  understand  my  industry  and 
offer  insight  into  my  business. 

Like  Greg,  my 
Com  m  e  rc  i  a  1  Ba  n  k  er. 
Greg  grew  up  in  the 


wine  coimlry.  I  value  his  insight  on 
both  my  business  and  the  quality  of 
my  Cabernet.  Of  course,  I  only  act  on 
his  insight  about  my  business." 

Banking  on  America' ' 


m  Bank  of  America 


1993  BankAmenca  orp  NTSSA  Member  FDIC 
6B-PAC 
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MORE  NOTES  ON 

THE  UNDERGROUND  ECONOMY 


The  eslinialed  $127  billion  of  income 
taxes  not  collected  on  unreported  in- 
come of  $589  billion  would  certainly  go  a 
long  way  in  avoiding  increased  taxes 
("Notes  from  the  underground  econo- 
my," Economics,  Feb.  15). 

One  of  the  reasons  cited  for  noncom- 
pliance is  the  lack  of  understanding  of 
the  tax  code  and  forms  by  the  public. 
Rather  than  beefing  up  the  IRS,  thus 
increasing  the  cost  of  government,  per- 
haps the  solution  is  tax  simplification. 
Voluntary  or  involuntary  tax  evasion 
can  easily  be  avoided  by  enactment  of  a 
value-added  tax  in  the  10'/'  to  Yb'/'  range. 

One  requirement  of  establishment  of  a 
value-added  tax  would  be  to  reduce  in- 
come-tax rates  comparably,  so  those  tax- 
payers presently  in  compliance  would 
not  be  unduly  burdened. 

Louis  A.  Scafidi 
Oregon  City,  Ore. 

People  cheat  on  their  taxes  because 
people  are  cheated  by  their  own 
government.  We  read  how  congressmen 
are  loved  and  given  gifts  by  lobbyists. 
We  feel  cheated,  robbed,  and,  in  a  way, 
mugged.  My  medicare  payments  in- 
crease, and  the  benefits  decrease. 

Herbert  L.  Grosberg 
Caseville,  Mich. 

IS  THE  ORGANIZATION  MAN 
HOLDING  BUSINESS  BACK?  

Your  story  on  the  recent  departure  of 
executives  from  IBM,  GM,  Westing- 
house,  and  American  Express  ("Requi- 
em for  yesterday's  CEO,"  Top  of  The 
News,  Feb.  15)  smacks  of  baby-boomer 
elitism. 

In  the  story,  you  criticize  the  Organi- 
zation Men  who  came  of  age  in  the  1940s 
and  then  go  on  to  suggest  that  the 
boomers  from  the  1960s  are  finally  com- 
ing to  the  rescue.  What  nonsense! 

As  a  boomer,  I  have  learned  that 
there  are  no  generational  boundaries  on 
genius  or  incompetence. 

There  are  many  reasons  why  compa- 
nies cannot  successfully  manage  change. 
To  indict  the  old  coots  from  the  '40s  for 


the  recent  upheaval  at  some  of  our  large 
corporations  is  sophomoric.  At  least 
their  generation  won  their  wars. 

Robert  F.  Wall 
Chicago 

John  A.  Byrne's  piece  is  right  on 
course  but  could  be  taken  a  few  steps 
further.  Noel  Tichy's  observation  that 
"It's  not  just  age,  it's  mind-set,"  also 
hits  the  mark.  Organization  Men  have 
been,  are,  and  will  continue  to  be  more 
responsible  to  one  another  than  to  cus- 
tomers. One  of  the  unwritten  obligations 
of  corporate  management  is  to  support 
and  defend  the  organization,  which  too 
often  translates  into  resisting  change  or 
using  it  through  the  chains  of  command 
to  test  allegiance. 

The  degree  of  success  a  company 
achieves  is  related  to  how  much  atten- 
tion is  paid  to  customers  and  changes  in 
the  marketplace.  More  important, 
though,  is  the  degree  of  objectivity  with 
which  the  need  for  change  is  identified 
and  new  programs  are  carried  out.  New 
ways  to  think,  act,  and  do  are  resisted 
because  what's  unfamiliar  is  uncomfort- 
able. Too  often,  raising  comfort  levels  to 
gain  acceptance  through  the  ranks 
means  making  "new"  more  familiar — 
and  what's  familiar  is  more  of  the  same. 

Fred  Wolf 
Chicago 

SOME  CREDIT,  PLEASE,  TO 
MASSACHUSETTS  INVESTIGATORS 

Your  article  on  activist  Bruce  Marks 
seriously  distorts  the  efforts  that 
were  necessary  to  achieve  the  more  than 
$50  million  in  settlements  for  victims  of 
lending  abuses  in  Massachusetts  ("I 
want  to  be  the  banks'  worst  nightmare," 
Finance,  Feb.  1). 

The  five  bank  settlements  you  list  in  a 
table  in  your  article  as  "Marks  hits  his 
targets"  (implying  that  each  was  accom- 
plished by  his  activism)  were  actually 
the  byproduct  of  15  months  of  work  by 
more  than  30  lawyers  and  investigators 
in  the  Office  of  the  Massachusetts  At- 
torney General. 

Bruce  Marks  is  not  a  signatory  to  a 
single  agreement  you  list  as  his  accom- 
plishments. And  your  article  failed 
to  make  even  a  single  mention  of  these 
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The  New  Epson®  ActionPrinter'"  3250  is  designed  to  change  your  ideas  about 
dot  matrix  printers.  For  starters,  it's  the  only  one  with 
a  cassette  tray  using  regular  sheets  of  paper.  Just 
slide  it  in  and  you're  ready  to  go.  There's  no 
tractor  feed  to  adfust,  no  fanfold  paper  to  mess 
with,  no  ugly  perforated  edges  on  your  priiited  pages. 


Compact  &  Lightweight.  The  design  is  reiiolutionary.  The  ActionPrinter 
sits  flat  or  stands  upnght,  fits  comfortably  in  any  size  workspace,  and 
can  easily  be  transported  anywhere — from  home  office  to  corner  office, 
bedroom  to  hotel  room. 


sCA 


LABLE  FONTS 


Quality  Output.  It  's  not  often  you  find  a  dot  matrix  printer 
with  scalable  fonts.  Now  you're  free  to  print  a  variety  of 
letter-quality  type  in  a  variety  of  sizes,  giving  all  your 
work  a  more  professional  look. 


Very,  Very  Affordable.  Right  about  now,  you  're  probably  thinking 
there's  a  trade-off  somewhere.  Say  for  instance,  the  price  tag. 
Well,  we're  happy  to  report  it  lists  for  a  mere  $269  -  a  selling 
point  in  its  own  right. 


$300 


Talk  About  Reliability.  As  always,  Epson  offers  a  two-year  xuarranty.  Not  that 
you'll  need  it  given  the  way  we  make  things  around  here,  but  fust  so  you 
know  ive're  there  if  you  ever  need  us. 


For  more  information,  and  the  name  of  your  nearest  Epson  dealer,  call  l-800-BUY-EPSON. 
And  see  how  the  company  that  invented  dot  matrix  printing  has  reinvented  it. 


EPSON 


De  ,h  I  o  p  ,  Scanners  Do  I       Ualri.  Z.<i,rr>  S  o  I  e  b  o  o  h  s 


fni  dfjln  irlm4l.jll800-BLT-EPSONI»IIO'.'m-177iil  In  (jiudj,  ull  imiliK.d-HMlS  fui  Ijiiii  Arnrrita,  ^l|■^-26^^«WL' 


Change  Your  Job 
Without  Shortchanging 
Your  Retirement 


If  you're  iiboiit  to  chiuige  jobs,  you  may  be  receiving  a 
distiibution  from  your  emj)loyer  s  retirement  pkui.  This  year, 
new  rules  am  iiffect  your  benefits;  Fidelity  vviuits  to  help 
make  sure  you  know  your  options  before  you  act. 

As  of  Jiuiiuiiy  1,  1993,  a  new  tiLx  law  re- 
quires that  20%  be  witliliekl  for  federal  income  titx  on 
iuiy  elii;ible  |)hui  payout  tliat 
is  not  directly  tnuislerTcd 
to  a  i^ollover  \M  or  other 
t|Uiilified  phui. 

Fidelitv  "s  A  Common 
Sense  Guide  To  Keep- 
ing Your  Retirement 
Plan  Money  Working 
to  help  you  see  \our  op- 
tions iuid  decide  the  best 
course  of  action  for  you. 

Ask  About  Our  No-Load,  No-Fee 

Rollover  IRA 

Fitlelin  now  ()ftei"s  over  SO  no-load  stock,  bond  luid 
money  market  funds  for  your  IR\. '  /\nd  we've  wiiived 
the  iuinuid  maintenimce  fee  on  Fidelity  Rollover  IRA 
mutual  fund  accounts  with  a  balance  of  $5,000  or 
more. '  Call  for  details. 

Visit  A  Fidelity  Investor  Center 
or  Call  24  Hours 


Fidelity 


1-800-544-8888 


Inuesiments' 

Common  sense.  Vncomnmn  results. 


For  a  Irce  KdIIovit  IR\  lad  kit  with  moa-  toiiipii'li'  iiilormatlon  on  any  I'kk'lily  fund  Including  cliarj^t's  and 
c'X|)enM's,  call  lor  a  ciirrcnl  fund  p^lspc■clll^  Kcad  il  carclulK  before  yon  invc^l  or  hmuI  nionc\  '  Fidc-lil\  Magellan 
Fund,  Fidelily  New  Millennium'"  Fund  and  I'idelllv  Seled  I'orllolios  are  e\cluded^  Annual  IRA  mainlenance  fee 
eliminaled  for  iiuilual  Innd  aeconnis  held  ui  ihe  lidehl\  IRA,  Rollover  IRA,  Sf.l'-IRA  and  ,SARSFI'-IRA  willi  an  account 
balance  of  $S,OOI)  or  more  at  the  tune  the  IRA  maintenance  lee  is  billed,  IRA  nuuual  fund  accounts  with  balances 
below  SS.OdO  will  be  charged  a  S 10  per  hniil  animal  IRA  manUenance  lee  For  the  fidelitv  .Self-directed  iR\,  .Sell- 
directed  Rollo\er  !R\,  Sell-direcled  .SIP-IRA,  the       aiuuial  maintenance  lee  will  be  waived  if  one  or  more  lidelily 
mutual  hmd  positions  held  in  the  IR,\  has  a  balance  of  St.HOII  or  more  at  the  time  of  the  IRA  mainlenance  fee  billing 
Fidelitv  Distributors  (ioiporalion. 

CODE:  BW/GENR/031 593 
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CORRECTIONS  &  CLARIFICATION 


In  the  Mutual  Fund  Scoreboard  (Co 
Story,  Feb.  15),  the  1992  total  retu 
for  the  Seafirst  Retirement  Asset  A 
cation  and  Seafirst  Retirement  B'H 
Chip  funds  were  incorrectly  report 
The  total  return  for  the  Asset  Allc 
tion  fund  should  be  5.6%,  not  7%,  4 
for  the  Blue  Chip  fund,  5.2%,  not  1. 


extensive  law-enforcement  activit' 

Community  activism  by  Marks 
others  plays  an  important  role  in 
urban  community.  Your  article  erri 
ously  suggests,  however,  that  activ* 
by  Marks  was  the  driving  force  in  re 
dying  the  mortgage  scams  in  Massac 
setts.  In  fact,  aggressive,  professi( 
law  enforcement  was  the  key  ingredi 
Victims  of  scams  in  other  urban  ai 
and  their  representatives  should  not 
fooled  by  your  article  into  thinking 
erwise.  Rather,  they  should  contact  t 
local  law-enforcement  officials  for  ^' 
in  seeking  the  justice  they  so  richly 
serve. 

Scott  Harshbar 
Attorney  Gen' 
Commonwealth  of  Massachus|j 
Bos 


Editor':^  note:  Although  Marks  is 
of  the  actii'ists  who  helped  bring 
issue  of  liu  fdir  lending  to  public  at 
tiou,  the  table  irith  the  story  sho 
not  hare  attributed  .settlement  of 
specif ie  cases  to  Marks. 

WHAT  MIDDLE-CLASS 
ENTITLEMENT  PROGRAM? 


■ assume  that  the  commentary  by  F 
Magnusson,  "Why  hit  the  mic 
class?  That's  where  the  money  is"  (' 
of  the  News,  Mar.  1),  was  intended  tc 
serious. 

How  can  anytjne  blithely  call  so 
security  a  "middle-class  entitlement 
gram?"  Your  writers  should  know  {' 
it  forms  the  primary  and  in  many  ca  ! 
the  only  means  of  support  for  retir 
who,  with  their  employers,  have  { 
into  the  program  over  a  lifetime 
work. 

Similarly,  Magnusson's  idea  of  el 
nating  tax  deductibility  of  mortgage 
terest  would  result  in  a  lower  valual 
of  homes  (just  what  we  need,  anot 
banking  crisis)  and  a  significant  rec 
tion  on  the  American  dream  of  he 
ownership.  Magnusson  goes  on  to  c 
cize  student  grants,  etc.,  etc. 

As  a  company  whose  customer  is  ]\ 
die  America,  I  think  Magnusson  shd, 
better  understand  the  old  adage  t 


UNCONVENTIONAL  WISDOM 

Ihey're  Ihe  McLiughlin  droiip.  Each  with  a  \iew  that's  contentious 
and  contagious,  (clockwise  from  left) Jack  (iemiond,  (^hirence  Page, 
John  McLauglilin,  Eleanor  Clift,  Morton  Kondracke  ;md  Fred  Barnes. 
Made  possible  by  a  grant  from  GE. 

The  McLaughlin  Group 

(;heck  your  louil  listing  tor  station  ;uid  time. 


We  bring  good  things  to  life. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

p.  O.  Box  3021,  Glca  Ellyn,  IL  60138 
FAX  (708)  690-0565 


"I'm  a  vice  prcsnicnt  because  I  sold  22.000  gizmos 
this  year.   Hoiv'ii  you  become  a  v. p.?' 


7  made  a  %rea\  deal  on  the  200,000 
}(izmos  you  didn't  sell  lust  year. " 


Excess  inventory  today. ..student  opportunity  tomorrow 
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How  To  Avoid  Lx)oking  Ljlee  A  Mid-Size  Company. 


Ckevy  Caprice  Classic.  Caprice's  mid-size  competi- 
tors like  Ford  Taurus  LX  and  Honda  Accord  DX  can  put  tlie 
squeeze  on  your  clients  and  drivers  alike. 

Mid  -size  sedans  can't  offer  tkem  tke  luxury  of  Caprice's 
spacious  interior.  A  kusiness-size  20.4  cu.ft.  of  trunk 
room.  Caprice's  V8  performance.  Or  its  almost  600- 
mile  kigkway  cruising  range.*  ^  AndCa  price  Classic  is 
actually  priced  less  tkan  Ford  Taurus  LX.^  In  fact, 
Caprice  offers  sometking  tkat  fleet  drivers  and  customers 
may  kave  tkougkt  was  long  gone:  affordakle  full  -size 
6-passenger  room  tkat's  still 
comfortakly  equipped,  witk 
standard  air  conditioning, 
stereo,  Tilt-Wkeer^'  Adjust- 

akle  Steering  Column,  even  Scotckgard*  Fakric  Protector 
on  seats,  door  panels  and  carpeting.  Plus  tke  important 
standard  safety  features  drivers  expect,  like  a  driver  s-side 
air  kag.**  And  4-wkeel  anti-lock  krakes  (ABS),  an  extra- 
cost  option  on  Taurus  LX.  Ckevy  Caprice  is  kacked  ky 
tke  kiggest  fleet  sales  and  service  organization  in  tke  kusiness.  Call 
Fleet  Operations  for  details  at  1-800-248-2897. 

'EPA  Est.  i^lPG  city  1  /,  kigkwiay  26.  tBased  on  M.S.R.P.  including  dealer  prep.  Tax,  kcense,  destinatioti  ckarge 
and  optional  equipment  additionak  Levels  of  equipment  mav  vary.  "Always  wear  sa  fety  kelts,  uvL-n  w.tli  air  tags. 
CKevrolet,  tile  Clifviolet  EmKiem  and  Caprice  are  registered  trademarks  and  Ckevy  is  a  trademark  oi  tlie  GM  Corp. 
©1Q93  GM  Corp.  All  Kigkts  Reserved,   Buckle  up,  America! 


Ckevrolet.Tlie  Heartteat  Of  Ann 


enca. 
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PREPARING  FOR  THE  TWENTY-FIRST  CENTURY 

By  Paul  Kennedy 

Random  House  ♦  428pp  •  $25 

HE'S  SEEN  THE  FUTURE, 
AND  IT  DOESN'T  WORK 

are  transnational.  "Before  long,  I  v 
making  clii)pings  of  newspaper  and  jo 
nal  articles.  After  a  further  while,  I  n 
ized  I  had  the  makings  of  a  book." 

Kennedy's  thesis  is  straightforwa 
By  2050,  world  population,  if  uncheck 
will  double,  to  10  billion.  Even  if  it 
cui'ljed,  there  will  probably  be  a  4 
increase,  to  8.5  l)illion.  In  the  past,  sci 
tific  and  technological  breakthrouj 
helped  ease  the  growing  global  lo 
This   time,    we'll    be  overwhelm 
Kennedy  thinks.  "Given  that  our  mer 
human  leadership  has  no  chance  of  do 
much  . . .  we  ought  to  brace  ourseb 
for  a  continuation  of  jolts  and  jars  i 
smashes  in  the  .social  life  of  humanit 

The  key  tests  for  this  thesis  are  ( 
na  and  India,  which  account  for  o 
third  of  world  pojiulation.  Kennedy  fc 
sees  them  growing  to  1.5  l)illion  pec 
each  l)y  2025,  despite  population-cont 
efforts.  Their  demand  on  resources  ^ 
affect  all  of  our  lives.  China,  he  thin 
has  the  better  chance  of  coping.  Its  c( 
mitment  to  economic  gi'owth  in  south 
C'hina  and  its  authoritarian  approach 
population  control  show  the  Chinese 
achieve  results,  he  allows.  But  he  dou 
progress  will  continue.  China  has 
ready  relaxed  its  goal  of  lowering  po 

■^^aiil  Kennedy  calls  his  suljjects 
B^P'larKt'  history."  f\)ur  years  a^o, 

■      his  topic  was  empire.  In  The  Rise 
and  Full  of  the  (rreat  Poirers,  he  argued 
that  the  11.  S.  suffered  from  "imperial 
overreach"— that  it  had  more  Klol)al  mil- 
itary commitments  than  it  coukl  pay  for. 
Unless  this  condition  were  reversed, 

Ampi'if'M  W(tiilr]   f^tllrtw  Rritjiin  Si^Jiin 

and  Austria-Hungary  into  decline. 

In  the  twilight  of  the  Reagan  era.  the 
argument  hit  a  nerve.  Democrats  hailed 
Kennedy's  scholarship.  Conservatives 
pointed  to  his  British  heritage  and  dis- 
missed him  as  a  "declinist."  The  (i77-{jage 
doorstop  became  a  best-seller. 

Now,  in  P)-eparing  for  the  Tirentii-first 
Centtinj,  Kennedy  peei's  into  the  next 
half-century  and  pi'edicts  a  glol)al  over- 
population disastei'.  What  lies  ahead,  he 
says,  ai'e  famine,  endemic  poverty  anfl 

malnutrition,  irreversible  environmental 
damage,  mass  migrations,  regional  wai's, 
disease— and  no  solutions. 

How  seriously  should  we  take  this? 
It's  important  to  remember  that  Ken- 
nefly  is  not  just  a  Yale  history  professor 
but  also  a  popular  pundit.  Rise  and  Fall 
had  a  political  subtext:  It  addressed 
A m eTMCJi TT s'  P"T*f>wino'  insecuT'itv  fil)f>nt 
their  future.  Centurij  also  has  a  subtext: 
It  challenges  the  fundamental  American 
belief  that  science  and  technology  can 
.solve  all  problems.  But  the  new  Itook  is 
more  the  i)roduct  of  assiduous  research 
in  i)eriodicals  than  of  scholarship.  Be- 
lieve the  worst  only  if  you  wish. 

Kennedy  began  Century  after  a  ci'itic 
asked  why  his  book  on  empires  had 
caused  "such  a  fuss"  when  the  issues  of 
the  day— overpoi)idation,  envii'onmental 
degi'aflation,  technology,  and  migi'ation— 

ion  to  750  million  by 
)0  because  of  wide  re- 
tance.  And  Kennedy 
3sn"t  see  the  southern 
ina  boom  expanding 
t  enough  to  ripple  Ijen- 
:s  into  the  rural  north, 
us,  a  permanent  class 
some  400  million  peas- 
,s  will  scrap  over  dwin- 
ig  land  and  supplies. 
Politically  iractious  In- 
is  less  able  to  hold 
;vn  births  and  hasn't 
;n  able  to  sustain  eco- 
nic  growth  rates  much 
)ve  1%.  Both  nations 
le  an  impressive  tech- 
ogy  base  "about  which 
;  might  be  sanguine." 
cept,  Kennedy  asks:  "Given  their  so- 
,  structures,  can  India  and  China  take 
;  strain  of  creating  world-competitive 
h-tech  enclaves  in  the  midst  of  hun- 
ids  of  millions  of  their  impoverished 
intrymen?" 

The  answer,  of  course,  is  that's  what 
:y're  doing.  Southern  China's  growth 
irt  is  already  being  replicated  north  of 
jing.  Peasants  are  sent  south  to  train, 
in  return  to  low-level  northern  facto- 
5,  while  southern  workers  move  up 
)  value-added  tech  work.  India  boasts 


mmennedy  predicU 
environmental 
disaster,  famine,  war, 
disease  — and  no 
solutions 
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a  middle  class  of  350  million,  many  in 
technology  and  industry,  whose  prosper- 
ity does  trickle  down— though  by 
Kennedy's  standards,  not  nearly  enough. 

What  undermines  Kennedy's  thesis 
most,  however,  is  his  resolve  to  see  all 
technological  advancements  not  just  as 
double-edged  but  as  equally  double- 
edged,  as  though  markets  never  adjust. 
In  his  view,  a  genetic  breakthrough  that 
benefits  Japanese  agribusiness  is  harm- 
ful if  it  forces  peasant  farmers  in  Costa 
Rica  off  the  land.  A  robotics  revolution 


is  bad  for  India  and  China 
because  it  replaces  work- 
■  ers,  even  though  it  im- 
H  proves  industrial  bases, 
m  First  World  progress  in 
drugs,  food,  electronics, 
and  energy  is  bad  if  it  in- 
creases the  wealth  gap 
between  the  rich  north 
and  the  poor  south.  And 
healthy  Third  World 
growth  is  bad  if  it  harms 
the  environment.  There 
certainly  are  no  winners 
here. 

When  the  Soviet  Union 
collapsed  and  the  Gulf 
war  showed  that  rich  al- 
lies would  pay  for  future 
conflicts,  Kennedy's  1988 
argument  about  America's  "global  over- 
reach" lost  its  political  usefulness.  The 
themes  presented  here— overpopulation 
and  environmental  degradation— aren't 
so  likely  to  disappear,  and  Kennedy  has 
deftly  avoided  the  cant  of  techno-eu- 
phorics  and  zero-growthers.  Has  he  pro- 
duced another  best-seller?  Never  under- 
estimate the  appeal  of  a  scholar 
preaching  apocalypse. 

BY  ROBERT  J.  DOWLING 
Assistant  Managing  Editor  Dowling 
watches  world  affairs  for  BUSINESS  WEEK. 


DATA  NETWORKING  SOLUTIONS 


Money  Talks. 
Northern  Telecom  Translates. 


¥  £Ir.  Q$  Fr  T 


One  standard  90  percent  of  the  worids  leading  financial  institutions 
can  bank  on  is  a  global  data  networking  system  developed  by  Northern  Telecom, 
which  flawlessly  transfers  and  converts  tnllions  of  dollars  annually 

Northern  Telecom.  Discovenng  and  delivering  the  best  solutions 
m  voice,  video  &  data  communications  systems  woridwide. 


nt 


nurthcrii 
fclccom 


©  lUmXurlhcmTcIci 


:cohomic  Viewpoint 


THEONIYWAY 

OUT  OF  THE  BUDGET  TRAP 


BY  PAUL  CRA!G  ROBERTS 


\  .WA 

Clinton  should 
freeze  government 
spending  for  three 
years.  That  would 
knock  $192  billion  off 
the  annual  deficit. 
Normal  revenue 
growth  would 
balance  the  books, 
opening  the  way  for 
a  tax  cut 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Clear  your  head  of  any  illusion  that  Pres- 
ident Clinton's  budget  plan  is  going  to 
stem  the  flow  of  red  ink.  The  business 
leaders  and  politicians  who  are  prattling  on 
about  how  Clinton's  plan  is  going  to  lower 
interest  rates  and  free  up  funds  for  investment 
are  apparently  unaware  that  the  plan  itself 
says  it  would  add  $916  billion  to  the  national 
debt  over  the  next  four  years.  That's  $183 
billion  more  than  the  cumulative  deficit  of 
Reagan's  first  term  and  $238  Ijillion  more  than 
his  second  term.  Moreover,  Reagan  cut  tax 
rates  and  built  up  defense.  In  contrast,  Clinton 
is  raising  taxes,  cutting  defense,  and  still  add- 
ing the  equivalent  of  5'A  years  of  Reagan  def- 
icits to  the  economy  in  only  four  years. 

Clinton's  "honest  budget"  is  just  another 
sham.  Higher  taxes  on  Social  Security  income, 
user  fees,  and  price  controls  on  doctors  and 
hospitals  are  all  counted  as  spending  cuts. 
The  primitive  tax  methodology  of  the  plan  as- 
sumes that  higher  income-tax  rates  will  pro- 
duce no  modification  in  anyone's  behavior,  that 
higher  energy  taxes  will  not  raise  i)roducti(jn 
costs  and  lower  profits,  and  that  consumer 
spending,  business  sales,  and  employment  will 
all  remain  unaffected.  If  interest  rates  fall,  it 
will  be  because  aftertax  incomes  and  profits 
are  down  and  because  pinched  household  and 
business  cash  flows  will  not  support  any  new 
borrowing. 

VANISHED  PAYOFF.  If  Clinton's  plan  represents 
change,  I'll  eat  every  page  of  it.  It  mirrors 
George  Bush's  1990  budget  plan:  Raise  the 
top  income-tax  rate  (Bush  from  28%  to  31%, 
Clinton  fi'om  31%  to  36%  or  40%);  raise  energy 
taxes  (gasoline  for  Bush,  broad-based  energy 
for  Clinton);  and  pump  up  public- works  spend- 
ing (transportation  for  Bush,  infrastructure 
for  Clinton). 

Just  like  Clinton,  Bush  promised  jobs  from 
his  public-works  bill  and  deficit  reduction  from 
the  higher  taxes.  Bush's  budget  for  fiscal  year 
1992  projected  a  balanced  Inidget  in  1995  and 
a  $20  billion  surplus  in  1996.  But  here  it  is 
1993,  and  Clinton  projects  $300  billion  baseline 
deficits  for  the  very  years  that  were  suj^posed 
to  he  delivering  the  payoff  from  the  budget 
deal  that  wrecked  Bush's  Presidency. 

Higher  taxes  do  not  stimulate  economic 
gi'owth,  and  it  is  economically  and  mathemat- 
ically impossible  for  a  tax  hike  to  cut  the  def- 
icit, as  long  as  government  spending  is  grow- 
ing faster  than  the  economy.  Any  successful 
deficit  reduction  must  be  predicated  on  these 
basic  facts. 

There  is  only  one  way  out  of  the  red-ink 
trap:  Freeze  the  overall  federal  budget  until 
economic  growth  produces  revenues  to  match 
the  spen(!ing.  Had  this  been  done  under  Rea- 


gan, it  would  have  required  an  18-mor 
freeze.  Today,  it  would  take  about  three  yea 
depending  on  the  size  of  the  deficit  and  t 
economy's  growth  rate. 

From  1985  to  1989,  federal  tax-reveni 
growth  averaged  $64  billion  annually.  If 
project  this  revenue  gi'owth  into  the  ifuture 
three-year  freeze  would  knock  $192  billion 
the  annual  deficit,  which  would  more  or  1< 
solve  the  pi'oblem. 
WASTE  APLENTY.  Some  people  will  claim  tl 
the  budget  cannot  possibly  be  frozen.  W\ 
about  entitlements  and  interest  on  the  del 
First  of  all,  we  are  talking  about  freezing  t 
overall  level  of  spending.  There  is  a  lot 
room  for  adjustments  in  $1.5  trillion,  wh 
is  aliout  the  size  of  the  gi'oss  domestic  prodi 
of  France  or  Germany  and  larger  than  that 
Britain.  Every  year,  the  U.  S.  governmf 
spends  more  than  twice  as  much  as  Cana 
produces  and  50%  more  than  the  entire  GDP 
Latin  America. 

It  ought  to  be  obvious  to  everyone  tif 
U.S.  taxpayers  do  not  receive  governmenl 
services  equal  in  value  to  the  total  prodi- 
tion  of  France  or  the  coml)ined  GDP  of  all|f 
Latin  America  and  Canada.  Citizens  Agaii 
Government  Waste,  headed  by  former  St: 
Dept.  official  Alan  Keyes,  has  identified  SI 
billion  of  waste,  fi'aud,  and  abuse  in  the  fed- 
al  budget,  a  sum  equal  to  the  GDP  of  sub-S 
haran  Africa  (excluding  South  Africa). 

A  high  official  in  the  General  Accounting  (■ 
fice  told  my  office  that  he  can  confirm  $150  1 
lion  in  waste,  fraud,  and  mismanagement,  1 1 
that  it  is  not  an  annual  figure  since  it  inckn 
government  inventories.  The  GAO's  position 
that  the  government's  abysmal  bookkeeping 
too  slipshod  and  accountability  too  lacking 
arrive  at  an  accurate  figure. 

Waste  of  this  magnitude  is  enough  to  ta 
the  pressure  of  a  freeze  off  valid  progran 
and  declining  defense  expenditures  also  pi- 
vide  a  cushion.  All  the  government  has  to  > 
is  not  add  new  spending  programs  for  thr 
years,  and  normal  revenue  gi'owth  will  balai 
the  budget. 

We  could  avoid  any  fears  of  a  fiscal  squeu 
on  the  economy  by  using  the  second  yea 
revenue  growth  to  cut  tax  rates.  This  stimu  ■ 
would  boost  gi'owth  and  partly  pay  for  itself  i 
the  subsequent  years. 

After  three  years,  government  spendi; 
could  resume,  but  by  less  than  the  growth  t 
revenues  until  the  budget  is  balanced  ai 
some  of  the  national  debt  paid  off.  A  seric- 
government  would  take  this  approach.  Tl 
Clinton's  is  not  serious  is  evident  from  i 
$109  billion  in  new  spending  initiatives 
wants  to  add  to  his  record  red-ink  budget. 
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Introducing  TotalTrack.  Ifs  like  getting  live 
broadcasts  from  the  scene  of  your  package. 

Despite  what  you  may  have  seen  on  TV  the  world  s  largest  staff  of  on-the-spot 
reporters  isn't  at  CBS,  NBC,  ABC,  or  even  CNN.  They're  at  UPS. 

Because  we've  just  launched  a  nationwide  cellular  tracking  system:  TotalTrack. 

Our  55,000  drivers  now  carry  hand-held  computers,  while  our  vehicles  are 
equipped  with  state-of-the-art  cellular  technology  So  now  you  can  find  out  the  status 
of  any  air  or  designated  ground  package  at  any  time.  We  can  even  confirm  delivery  in 
seconds.  And  only  UPS  TotalTrack'"  digitally  captures  the  recipient's  signature.  I  ^ 

Which  means  that  now  there's  just  one  thing  that  travels  faster  than  MP^ 
a  UPS  package.  And  that's  news  of  it.  The  package  delivery  company  more  companies  count  on! 

©  1993  Untied  Parcel  Sewice  of  America,  Inc 
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coniomic  Trends 


BY  GENE  KORETZ 


ADD  $2  TO 

THE  COST  OF  A  PACK 

OF  CIGAREHES . . . 


The  Clinton  Administration  is  making 
no  secret  of  its  intention  to  call  for  a 
cigarette  tax  hike  to  help  pay  for  health- 
care reform.  The  logic  of  such  a  tax 
hike  seems  impeccable.  While  the  feder- 
al excise  tax  on  cigarettes  has  declined 
45%  in  real  terms  in  the  past  20  years, 
smoking  has  helped  push  up  health-care 
spending— currently  contributing  to  near- 
ly a  fifth  of  all  deaths  and  costing  the 
nation  some  $65  billion  a  year  in  health- 
care outlays  and  lost  productivity. 

Insiders  say  the  Administration  could 
seek  to  raise  the  current  federal  tax  of 
24<r  per  pack  by  as  much  as  $2.  That's 
the  number  being  pushed  by  the  Amer- 
ican Medical  Assn.  and  the  Coalition  on 


HOW  HIGH  PRICES 
HELP  SHUFF  OUT 
SIWOKING  

BETWEEN  1982  AND  1992, 

■  IN  CANADA 

■  AND  THE  U.S. 


PERaPlTA  SMOKING  AMONG 

CONSUMPTION  FELL    TEENAGERS  FELL* 


38%  27%  ■  61%  14"''« 


■1982  TO  1991  SURVEYS 
DATA  NATIONAL  INSTITUTE  ON  DRUG  ABUSE,  TOBACCO  INSTITUTE, 
CANADIAN  NON-SMOKERS'  RIGHTS  ASSN. 


Smoking  or  Health,  which  represents 
several  nonprofit  health  organizations. 
Says  Matthew  Myers,  counsel  to  the  co- 
alition: "A  $2  increase  would  force  smok- 
ers to  pay  for  the  costs  they  impose  on 
society  and  would  induce  many  peojjle  to 
quit  smoking  or  avoid  the  habit." 

Not  surprisingly,  the  tobacco  indus- 
try resi)onds  that  such  a  draconian  in- 
crease would  l)e  highly  regressive,  hit- 
ting lower-middle-class  and  poorer  people 
the  most.  Indeed,  surveys  indicate  that 
smoking  prevalence  is  highest  among 
those  earning  less  than  $10,000  a  year 
and  declines  as  income  levels  rise. 

But  proponents  of  an  outsize  boost  in 
taxes  claim  that  the  regressivity  of  the 
tax  would  be  offset  by  its  intended  use. 
For  one  thing,  a  $2  tax  hike  would  pro- 
duce $30  billion  to  $35  l)illion  a  year  in 
extra  fedei-al  revenues.  "That's  roughly 
the  initial  cost  of  providing  minimum 


health  insurance  to  the  36  million  Amer- 
icans who  currently  lack  coverage,"  says 
Myers.  "And  many  of  these  are  low-in- 
come workers  who  smoke  or  live  with 
smokers."  Moreover,  less-affluent  smok- 
ers are  the  most  likely  to  respond  to  a 
l)ig  price  hike  by  kicking  the  habit. 

While  that  smacks  of  social  engineer- 
ing, both  cigarette  taxes  and  the  aver- 
age retail  i^rice  of  a  pack  of  cigarettes  in 
the  U.  S.  today— about  $1.90— are  lower 
than  in  almost  every  other  industrial 
country.  In  mid- 1992,  a  pack  of  smokes 
in  Germany,  Britain,  Canada,  Ireland, 
and  Norway  cost  from  $4.13  to  $5.80. 


...  AND  EVEN  TEEN 
SMOKERS  MAY 
KICK  THE  HABIT 


ow  much  would  smoking  decline  if 
cigarette  prices  were  raised  dra- 
matically? Economists  calculate  that  the 
cigarette  price  elasticity  of  demand  is 
around  0.4,  meaning  that  a  10%  price 
rise  induces  a  4%  drop  in  demand.  Al- 
though other  factors  can  mitigate  this  ef- 
fect somewhat,  experts  agree  that  a  l)ig 
rise  in  cigarette  prices  can  be  expected 
to  lower  consumption  significantly— in 
part  through  reduced  smoking,  but  most- 
ly through  people  either  stopping  smok- 
ing or  never  accjuiring  the  habit. 

One  example  of  the  price  impact: 
After  California  raised  its  cigarette  tax 
from  10<F  to  35<f  per  pack  in  1989  and  in- 
itiated an  antismoking  advertising  drive, 
consumption  in  the  state  fell  by  25% 
from  early  1989  through  1991. 

Similarly,  along  with  a  ban  on  cigar- 
ette advertising,  Canada's  federal  and 
provincial  governments  began  to  boost 
cigarette  taxes  heavily  in  the  1980s, 
pushing  the  price  of  a  pack  to  about 
$4.45  today  (U.  S.  dollars).  As  a  result, 
per  capita  consumption  dropped  38%. 
from  1982  to  1992,  even  though  many 
smokers  cross  the  border  into  the  U.  S. 
to  buy  cheaper  cigarettes.  Most  encoui'- 
aging  of  all,  reports  Canada's  Non-Smok- 
ers' Rights  Assn.,  smoking  by  teenagers 
has  plummeted  by  61%. 

In  the  U.  S.,  where  cigarette  compa- 
nies have  been  raising  prices  aggres- 
sively recently,  per  capita  consumption 
has  fallen  27%  since  1982.  But  teen  use 
declined  only  14%  from  1982  to  1991. 

Does  that  mean  U.  S.  teenagers  have 
somehow  become  immune  to  such  in- 
creases? Not  at  all,  claims  Matthew 
Myers  of  the  Coalition  on  Smoking  or 
Health.  "You've  got  to  remember  that 
cigarette  advertising  is  targeted  at  the 
youth  population,"  he  says.  What's  more, 
Gary  Giovano  of  the  Centers  for  Dis- 
ease Control  notes  that  price  increases 


may  have  affected  many  of  the  poorti; 
teenagers.  "Surveys  indicate  that  or 
about  5%  of  black  teenagers  now  smo 
compared  to  21%  of  whites,"  he  says. 

Indeed,  advocates  of  a  $2  tax  hi 
claim  it  would  dramatically  cut  usa, 
in  the  teenage  years,  when  most  habit 
al  smokers  acciuire  the  habit.  "Canadia 
have  shown  what  a  big  price  increa 
can  do  to  teenage  smoking,"  says  Mye 
"It's  time  to  follow  their  example." 


THE  J-CURVE  EFFECT 
COMPLICATES 
JAPAN'S  TRADE  WOES 


Don't  expect  the  rise  in  the  yen 
help  reduce  .Japan's  huge  trade  si 
plus  anytime  soon.  Rather,  the  strong 
yen  will  actually  boost  the  surplus  foi 
while— at  least  in  dollar  terms.  The  ri 
son  is  the  so-called  J-curve  effect. 

The  J-curve  effect  refers  to  the  h 
that  a  country  that  devalues  its  curr( 
cy  to  make  its  exports  more  affordat 
abroad  and  its  imports  less  affordable 
home  usually  experiences  an  initial  wo 
ening  of  its  trade  balance.  That's  1 
cause  the  price  of  its  imports  in  its  o\ 
currency  rises  immediately,  while  its 
port  prices  are  unaffected.  Only  aft 
some  time  do  a  slowdown  in  impoi 
and  a  rise  in  exports  affect  its  tra 
numbers.  And  Japan's  problem  is  tha 
rise  in  the  yen  translates  into  a  deva 
ation  of  the  dollar-,  so  that  the  U.  S.  d 
icit  with  Japan  will  tend  to  widen. 

The  upshot  is  that  concern  abc 
Japan's  soaring  trade  surplus  is  likely  j 
grow  just  as  the  rising  yen  is  weakenij 
its  real  export  performance  and  thj 
worsening  its  recession. 


ANY  REVISION  IN  1992'2 
JOB  COUNT  IS  LIKELY 
TO  BE  FOR  THE  BEHER 


When  the  Bureau  of  Labor  Stat 
tics  issued  its  annual  benchma 
revisions  of  payroll  employment  1; 
March,  it  slashed  the  job  count  for  li] 
by  some  650,000  jobs— a  downward  ;{ 
justment  that  some  economists  have  pj 
flicted  will  be  repeated  when  the  agerj 
issues  its  forthcoming  revisions  for  19'j 
Don't  bet  on  it.  The  word  from  ti 
BLS  is  that  the  benchmark  revision  v| 
be  minimal.  In  fact,  payroll  growth  d 
ing  the  year  may  be  revised  slightly  i 
ward.  That's  because  the  agency  inii 
cates  that  it  may  have  been  lowballi 
the  "bias"  adjustment  it  makes  to  le 
monthly  payroll  numbers  to  correct 
new  jobholders  missed  by  its  survey.' 
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T&T  started  its  800  service  in  1967 


print  started  its  800  service  ia  1987 


But  who  feels  confident  ertoug 


When  it  comes  ritjlit  clown  to  it.oiilyonecoinj«ui\  —Spi  int  — is  secure^  cnoiifijh  to  inatvc  the  f'ollowinfr  promise 

Ifyoii'i-e  not  satisl'ieci  \v  itli  our  KOO  sen  ice  rif'ter  ,\(nii-  first  90  clays,  wc^'ll  ^\e  yon  .\(Jiir  nionc\\  back.  Not  just 
inr  monthly  ser\  ice  charye,  but  e\'er.\  penn.\' .\cHr\C"  spent  on  SOO  scM'\'ice  with  lis  f'oi-  the  last  tliitx'  montlis.  up  t( 
$50,000.  Guaranteed. 

It'sCfilkxl  the  Sprint  Secure  Sat isfac-tion  Ciuarrintce."  and  it  would  be  newswc)rtli,v  enough  if  it  was  Sprint's  only 
commitment  to  its  800  c-ustomcM-s.  But  its  not.  i3ecause  S|jrinl  adds  a  sec(  )nd  level  of  i)i'otec-ti(  )n  with  a  sei'\icc>  restoral  f^uartuitee 

If  you  CcuVt  receive  ctills  on  your  Spi'iiit  800  number;  the  Spi'iiit  Secure  Servic-e  Guarantcx'"  pi'omises  that  we'll 
reroute  \'our  calls  to  an  established  location  of  your  choice  within  .30  minutes.  Period. 


offer  a  money-back  guarantee? 


Which  means  that,  with  Sprint,  you  ^ct  more  than  an  800  number.  You  get  Sprints  c(uiek  response  and  quality 
•rvice  in  crucial  situations. The  flexibility  to  choose  your  own  rerouting  options. The  assurtince  that  you  U  cjuickly  be  back 
business.  And  the  protection  of  not  one  hui  two  Sprint  Secui'e*"  guarantees. 

If  you'd  like  to  benefit  from  the  quality  mid  reliability  of  Spi'int's  800  sei-vices,  give  us  a  call.  Meanwhile,  should  any 
ng-distance  carrier  feel  their  sei-vice  to  be  as  tmstworthy  as  oui  s,  we  make  the  following 
)lite  suggestion: 

Put  your  money  where  your  800  sei'N'ice  is. 
■)r  the  perfect  800  service,  guaranteetl.  follow  Sprintr  Call  1-800-827-4800. 


Sprint 


icr  conditions  apply.  Satisfaction  Guarantee:  New  800  customers  only.  Service  Guarantee:  Monthly  service  charge  refunded  for  delays  longer  than  30  mhiutes. 
trademarks  are  property  of  their  respective  owners.  ©  1993  Sprint  Communications  Company  L.R 
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With  a  Polaroid  35mm  Slide  Printer,  you'll  never  have  to  use  an  outside  slide  service  again.  By  sending  images" 
directly  from  your  computer  to  slide  film,  you  can  create  slides  at  your  desk  in  just  a  few  minutes.  And  you  can  even  make  J 
last  minute  changes  without  the  usual  exorbitant  rush  charges.  For  a  free  interactive  demo  diskette  on  our  awarq" 
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With  the  Polaroid  35mm  Slide  Printer,  you  can  go  from  Windows.  DOS  or  Macintosh  graphics  to  slide  film  in  minutes. 
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DWER  lONG  RATES: 

HE  LAST  PIECE  IN  THE  PUZZLE? 


N 


THE  ECONOMY'S 
UDOEN  SPEEDUP 


ake  up,  folks.  The  world  is  changing.  That 
may  well  be  the  message  from  the  surprising 
pickup  in  economic  growth  at  the  end  of  1992. 
)ome  three  years  have  passed  since  analysts  began  to 
c  about  the  economy's  structural  problems,  mostly 
n  of  the  policies  of  the  1980s.  But  after  struggling 
h  growth  of  only  0.4%  annually  from  the  second  quar- 
of  1989  to  the  same  quarter  of  1992,  the  economy 
suddenly  posted  its  strongest  two-quarter  advance  in 
rly  five  years  (chart).  That  could  be  a  signal  that  the 
nomy  has  made  significant  progress  in  working  through 
le  of  those  structural  barriers  to  growth. 
Vhat's  more,  with  long-term  interest  rates  falling, 
56  obstacles  are  going  to  cruml)le  even  faster.  First  and 
^most,  lower  long  rates  directly  address  the  econo- 
s  debt  burdens.  In  particular,  the  race  to  refinance  will 
tinue  to  free  up  billions  for  Household  and  Corporate 
erica  (page  26).  The  rate  drop  will  also  float  a  lot  of 
ken  residential  and  commercial  real  estate. 

In  addition:  Falling  long-term 
rates  will  fatten  bank  profits,  as 
banks  realize  gains  from  their 
huge  holdings  of  Ti'easury  secur- 
ities, and  they  will  boost  compe- 
tition among  banks  for  private 
loans.  They  are  pushing  down 
the  cost  of  capital  just  when 
businesses  are  investing  more  in 
new  high-tech  equipment.  And 
they  will  hold  down  the  foreign- 
exchange  value  of  the  dollar, 
^ing  U.S.  goods  more  competitive  abroad. 
Mnally,  the  plunge  in  long-term  rates  will  lift  demand 
erally,  which  will^ncourage  companies  to  hire  more 
•kers.  Sure,  jobs  have  been  the  missing  ingredient  in 
.  expansion,  but  so  have  lower  long  rates,  especially  in 
context  of  the  steep  drop  in  short-term  rates  and 
stellar  outlook  for  inflation.  Unusually  high  long  rates 
one  key  factor  that  has  held  job  growth  down. 

iROWTH  All  this  doesn't  mean  that  the  economy's 
/ILL  SLOW,  problems  will  suddenly  evaporate.  But  it 
UT  HOT  does  suggest  that  economic  growth  for 
HARPLY  ]^993  jg  shaping  up  to  be  a  l)it  better  than 
it  forecasters  had  previously  anticipated.  Earlier  projec- 
is  had  generally  called  for  3%  growth  this  year, 
lowever,  those  forecasts  were  based  on  higher  long- 
Ti  interest  rates,  at  about  8%  by  yearend.  Now,  long 
3S  have  already  dropped  a  full  percentage  point  during 
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the  past  four  months,  to  about  6.8%,  and  projections  that 
they  will  fall  to  6.5%,  or  lower,  are  increasingly  common. 
Many  economists  believe  that  declining  rates  could  add  0.5 
to  1  percentage  point  to  economic  growth  this  year. 

Already,  last  year's  growth  has  turned  out  to  be  a  lot 
better  than  expected.  The  Commerce  Dept.  now  says 
that  real  gross  domestic  product  posted  a  fourth-quarter 
gain  of  4.8%,  at  an  annual  rate,  instead  of  3.8%  as  first  re- 
ported. Bigger  numbers  for  exports,  consumer  spending, 
and  inventories  accounted  for  the  revision.  Third-quarter 
growth  had  weighed  in  at  3.4%,  bringing  growth  for  the 
full  year  to  3.2%,  the  best  showing  since  1988. 

Growth  this  quarter  is  bound 
to  slow  from  last  quarter's  clip, 
but  the  pace  is  likely  to  go  from 
rolnist  to  merely  respectable. 
The  weak  0.1%  increase  in  the 
•January  index  of  leading  indica- 
tors probably  overstates  the 
slowdown,  particularly  since  the 
January  reading  follows  a  1.7% 
surge  in  December  (chart). 

Consumers  and  foreigners  will 
be  hard-pressed  to  match  their 
recent  spending  gains.  Consumer  outlays  jumped  4.8% 
in  the  fourth  quarter,  following  a  3.7%  advance  in  the 
third.  Exports  surged  9.8%  last  quarter,  after  a  9.2% 
gain.  Still,  both  sources  of  demand  have  some  support. 

In  fact,  with  the  rest  of  the  industrialized  world  in  re- 
cession since  mid- 1992,  the  sharp  acceleration  of  U.  S.  ex- 
port growth  is  just  as  surprising  as  the  bounce  in  consu- 
mer spending.  Exports  had  barely  grown  in  the  first  half 
of  1992.  Strong  demand  from  Latin  America  and  else- 
where accounts  for  some  strength,  but  the  cheaper  dollar 
has  also  played  a  role.  And  those  factors  will  continue  to 
buoy  U.  S.  exports  this  year. 

JOBS  AHD  The  pace  of  consumer  spending  will  also 
IHCOMES  cool  this  quarter,  but  maybe  not  by  as 
WILL  BUOY  much  as  many  economists  previously 
COHSUMERS  feared.  Real  consumer  outlays  for  goods 
and  services  dipped  0.1%  in  January.  But  because  of  the 
upward  path  of  spending  during  the  fourth  quarter,  the 
first-quarter  level  of  buying  is  already  2%,  at  an  annual 
rate,  al)0ve  last  quarter's  level.  With  only  modest  gains  in 
February  and  March,  real  consumer  spending  could  post  a 
gain  of  3%  or  better  this  quarter. 

A  key  factor  for  future  spending:  Income  growth  is 
holding  up.  Personal  income  rose  0.5%  in  January.  After 
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inflation  and  taxes,  real  disposable  income  was  flat,  but 
that  followed  a  l)ig  j^ain  in  December.  Januai'y  real  income 
is  also  well  abo\'e  the  fourth-quarter  le\-el. 

More  important,  the  quality  of  the  recent  growth  in  in- 
come is  improving.  At  one  point,  government  transfer 
payments— unemployment  benefits  and  other  types  of  in- 
come support— were  contributing  all  of  the  growth  in  real 
incomes.  The  latest  data  say  that's  changing  i  chart  I. 

Also,  the  disparity  between 
the  gi'owth  of  spending  and  in- 
come that  had  developed  last 
year  is  now  gone.  During  the 
past  six  months,  real  spending 
has  risen  at  a  3.8%  annual  rate, 
while  real  income  is  up  3.7%. 

But  the  best  news  for  consu- 
mers in  coming  months  could 
come  from  the  labor  markets,  as 
slow  but  steady  improvement 
continues.  The  four-week  aver- 
age of  initial  jobless  claims  is  declining.  And  according  to 
the  latest  survey  by  Manpower  Inc.,  hiring  plans  for  the 
second  quarter  are  well  abo\'e  the  nonnal  seasonal  expec- 
tations. The  fact  is,  much  of  the  momentum  that  the 
economy  generated  toward  the  end  of  1992  has  not  yet 
made  its  way  into  1993  data  for  output  and  employment. 

LOW  RATES  That's  especially  true  for  manufacturing 
ARE  SURE  and  housing.  It's  very  likely  that  many 
TO  BOOST  factories  were  caught  flat-footed  by  the 
HOUSING  blistering  5.2%  annual  rate  of  gi'owth  in  fi- 
nal demand  in  the  fourth  quarter.  Inventories  rose  at 
wholesalers  and  retailers  last  quarter,  according  to  the 
GDP  report,  but  stock  levels  in  manufacturing  plunged 
by  S16.7  billion.  Factories  will  have  to  lift  output  to  replen- 
ish their  depleted  inventories. 

Factories  looked  healthier  in  February,  according  to 
the  National  Association  of  Purchasing  Management.  The 
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PURCHASERS  SAY 
GROWTH  SLOWS 


NAPM's  index  of  industrial  activity  slipped  to  55.8%,  fro: 
58%  in  January,  but  a  reading  greater  than  50%  mear 
the  factory  sector  is  expanding  (chart).  Before  Februar 
the  index  had  risen  for  four  months  in  a  row,  and  the  Ja; 
uary  level  was  the  highest  in  4'^  years. 

To  be  sure,  managing  with  lower  inventories  has  bee 
a  long-term  goal  of  most  manufacturers.  However,  inve; 
tories  in  December  hit  a  record  low  relative  to  shi 
ments,  suggesting  that  stock  levels  are,  in  fact,  too  low 

Home  sales  and  homebuilding 
are  in  for  a  good  spring  also, 
thanks  primarily  to  falling  mort- 
gage rates.  Bad  weather  really 
hammered  the  housing  numbers 
for  .January.  Sales  of  new-  single- 
family  homes  dropped  13.8%  in 
the  month,  to  an  annual  rate  of 
561,000.  It  was  the  largest 
monthly  decline  in  11  years. 
However,  the  largest  plunges  oc- 
curred in  the  Northeast  and  the 
West,  two  regions  that  were  hit  especially  hard  by  sevei 
w-eather.  Sales  of  existing  homes  fell  6.4%  in  Januar 
and  housing  starts  were  down  as  well. 

That  weakness  won't  last.  Mortgage  applications 
buy  homes  are  surging,  according  to  the  Mortgage  Ban 
ers  Assn.  Also,  the  Federal  Deposit  Insurance  Corp 
latest  survey  of  real  estate  conditions  shows  widespre; 
improvement  in  both  residential  and  commercial  real  e 
tate,  including  much  more  optimistic  readings  for  tl 
Northeast  than  in  prior  surveys 

To  be  sure,  the  outlook  for  1993  is  improving.  The  on 
hazard  in  sight  right  now  is  the  economy's  increasir 
dependence  on  the  politics  of  the  budget  process.  But  i 
long  as  Congress  keeps  the  bond  market  happy  by  votir 
for  deficit  reduction,  lower  long-term  interest  rates  will  li 
growth  in  the  short  term,  as  they  continue  to  chip  aw; 
at  the  economy's  long-term  problems. 
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THE  WEEK  AHEAD 


RETAIL  SALES 


TharsdiMi,  Mar.  11,  8:30  (ui,l 
Retail  sales  for  February  are  expected 
to  show  a  0.3%  advance,  according  to 
the  median  forecast  of  the  economists 
surveyed  by  MMS  International.  The  gain 
would  follow  a  similar  0.3%  rise  reported 
for  January  sales.  The  economists  ex- 
pect sales  of  cars  and  light  trucks  to 
hold  back  the  February  increase  by  a 
l)it.  but  IrnvTUg  elsewhere  should  register 
continued  grow  th.  They  expect  sales  ex- 
cluding autos  to  rise  0.4%.  Reports  fi'om 
department  and  chain  stores  through 
Fel)ruary  show'ed  no  significant  letup  in 
spending.  If  the  forecast  is  on  the  mark, 
retail  sales  are  on  track  to  grow  only 
about  half  as  fast  as  they  did  in  the 


fourth  quarter  of  last  year.  That  means 
consumers  will  not  be  supplying  the 
same  jolt  to  economic  growth  that  they 
did  at  the  end  of  1992. 

PRODUCER  PRICE  INDEX  

Friday,  Mar.  12,  8:.¥J  (u  m. 
The  MMS  survey  projects  a  0.3%  increase 
in  the  February  producer  price  index 
for  finished  goods.  That  rise  w^ould  fol- 
low a  0.2%  gain  in  January.  Excluding 
food  and  energj-,  the  core  index  should 
look  even  tamer,  says  the  survey.  The 
core  index  is  expect  to  post  a  0.2%  gain. 
If  so,  that  would  allay  some  of  the  infla- 
tion worries  that  were  bred  by  last 
month's  0.4%  jump.  The  annual  pace  of 
core  inflation  for  the  PPI  remains  close  to 
the  lowest  rate  in  two  decades. 


BUSINESS  INVENTORIES 


Friday,  Mar.  12,  10  a.rn. 
Inventories  held  bj-  manufacturer 
wholesalers,  and  retailers  most  like 
posted  a  0.2%  increase  in  January, 
cording  to  the  MMS  survey.  Manufactu 
ers  probably  held  their  stock  leve 
steaciy,  after  declines  in  the  four  pre\ 
ous  months.  The  ratio  of  factory  invent 
ries  to  shipments  in  December  had  fall( 
to  the  lowest  level  in  the  3.5-year  histoi 
of  the  data.  Manufacturers  are  now 
creasing  their  production,  partly  becau: 
of  the  need  to  rebuild  im'entories  th; 
were  depleted  by  strong  demand  at  tl 
end  of  last  year.  Retailers  and  wholesj 
ers  should  account  for  all  of  the  Januai 
gain  in  inventories. 


24  BUSINESS  WEEK/MARCH  15,  1993 


Samsonite's  Ultravalef 
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A  BIG  BANG 
FOR  BORROWERS 

lOWER  RATES  COULD  PUMP  UP  THE  ECONOMY  FASTER  THAN  ANY  STIMULUS  PLAlT 


Ri 


efi  madness  is  sweeping'  America. 
From  Boston  to  San  Francisco  to 
Washington,  corporations,  home- 
owners, and  governments  are  rushing  to 
refinance  debt,  borrow  new  money,  and 
cash  in  on  the  bonanza  created  by  a 
four-month  plunge  in  interest  rates. 
Coming  all  at  once,  the  flurry  of  activity 
is  great  news  for  an  economy  struggling 
to  surge  ahead.  Indeed,  lower  rates  are 
likely  to  boost  growth  faster  than  Presi- 
dent Clinton's  .S31  billion  stimulus  plan 
ever  could. 

Take  Kevin  and  Cathy  lannucci. 
They're  a  good  example  of  what  mort- 
gage bankers  are  calling  "refi  junkies." 
In  November.  1991,  the  Xutley  (N.J.) 
couple  refinanced  their  30-year  mort- 
gage of  .5118.500  from  a  rate  of  10.25'- 
to  9.12's  saving  S120  a  month.  Now, 
thev're  doing  it  again,  switching  to  an 


adjustable-rate  loan  with  a  first-year 
rate  of  4.75''.  The  couple  doesn't  know 
how  much  they'll  save,  but  they  guess  it 
will  be  about  8320  a  month.  The  prob- 
lem. Cathy  says,  is  that  "the  mortgage 
agent's  monthly  payment  tables  didn't 
go  as  low  as  4.75^L" 

Some  problem.  Companies  such  as  Dr 
Pepper  Bottling  Holdings  Inc.  are  get- 
ting just  as  big  a  bang  out  of  lower 
rates.  The  Dallas-based  Dr  Pepper  and  7 
Up  bottling  company  will  save  about  $4 
million  in  cash  annually  after  replacing 
its  high-rate  notes  with  new  debt — mon- 
ey that  chairman  Jim  Turner  says  he 
will  use  to  pay  down  debt  and  fund  ac- 
quisitions. 

The  rash  of  refinancing  is  helping  to 
keep  worrisome  economic  news,  includ- 
ing a  recent  drop  in  consumer  spending, 
at  bay.  Meanwhile,  lower  inflation  expec- 


tations and  Clinton's  deficit-reducti( 
plan  have  ptushed  the  yield  on  a  30-ye 
Treasury  bond  to  6.78'',  down  fro 
7.69''  in  early  November  (chart).  Th 
has  the  Clinton  Administration,  on 
worried  about  the  economic  sting  of  pr 
posed  tax  hikes,  breathing  sighs  of  r 
lief.  "We  anticipated  a  lowei-ing  of  tl 
interest  rates."  says  Treasury  Secreta; 
Lloyd  M.  Bentsen.  "but  in  all  candor, 
has  been  more  than  we  expected." 
BREATHING  ROOM.  Much  more.  The  dro 
off  in  rates  could  add  almost  SlOO  billi( 
to  the  economy  by  1994,  or  one-half  of 
percentage  point  more  in  growth  ea( 
year,  says  DRi/McGraw-Hill.  Accordii 
to  David  Wyss,  a  DRl  economist,  here 
how  the  bounty  will  be  divvied  up: 
billion  will  be  spent  on  home  buildin 
while  businesses  will  invest  the  san 
amount  in  new  plants  and  equipmen 
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1(1  because  low  rates  mean  a  weaker 
S.  dollar,  exports  should  increase  by 
out  $10  billion,  while  more  expensive 
ports  will  fall  $15  billion.  The  growth 
housing,  capital-equipment,  and  ex- 
rts  means  a  rise  in  jobs  and  income, 
at  should  leave  consumers  with  an 
era  $30  billion  for  spending. 
But  that's  two  years  away.  The  imme- 
te  bang  is  the  cash  windfall  from  low- 
cost  corporate  debt  and  home  mort- 
ges.  The  Mortgage  Bankers  Assn. 
fs  that  the  latest  refinancings  and  the 
ver  monthly  payments  for  adjustable- 
,e  loans  will  save  homeowners  some 
I  billion  a  year — on  top  of  the  $18 
lion  they're  already  saving  from 
)2's  lower  rates. 

3usinesses,  meanwhile,  now  need  to 
i  only  19.6%  of  their  cash  flow  for 
sir  net  interest  payments,  down  from 
jeak  of  2S.T''(  in  late  1989,  says  Re- 
mal  Financial  Associates,  an  economic 
isulting  firm.  Total  savings:  some  $30 
!icn  annually.  And  there's  better  news 
come.  RF.A.  figures  the  ratio  could  fall 
as  low  as  15%  by  mid-1993 — the  small- 
,  business  debt  burden  since  the  early 
^Os.  "We're  looking  at  our  portfolio  on 
iaily  basis  to  see  if  there's  any  more 
;t  we  can  squeeze  out,"  says  Ralph  T. 
andifino,  chief  financial  officer  of 
ng  Island  Lighting  Co. 
Companies  are  using  the  extra  money 
gain  financial  breathing  room  and  to 
id  the  line  on  prices.  Asarco  Inc.,  for 
3,  is  turning  $100  million  of  short-term 


lOUs  into  long-term  bonds.  Although  the 
new  debt  has  a  higher  interest  rate  of 
7.38' J,  a  spokesman  for  the  mining  com- 
pany says  the  switch  "gives  us  more 
flexibility  on  our  balance  sheet  and  in 
our  planning." 

Hawaiian  Electric  Industries  Inc.  al- 
ready freed  up  about  $500,000  last  year 
from  refinancing  some  old  bonds.  Then 
on  Mar.  1,  it  applied  for  a  new,  $110 
million  note  offering.  Paul  A.  Oyer,  trea- 
surer of  HEl's  utility  subsidiaries,  says 
about  $100  million  more  debt  could  be 
refinanced  at  today's  rates,  saving  up- 
ward of  $2  million  a  year.  HEI  utility 
customers  may  benefit.  "The  savings 
can  be  meaningful  and  will  be  passed  on 
to  customers,"  Oyer  promises. 
HARD  HIT.  Need  some  good  news  about 
government?  It's  in  for  a  windfall,  too. 
Not  only  will  the  Treasury  Dept.  save 
$80  billion  from  the  lower  cost  of  bor- 
rowing over  the  next  five  years,  but  it 
gains  on  the  tax  side  as  well.  That's 
because  homeowners  and  companies  will 
have  smaller  interest  deductions. 
Strapped  states  and  municipalities  stand 
to  gain,  too.  With  tons  of  bonds  out- 
standing at  6.57^  to  7.57f,  says  Jerome  J. 
Jacobs,  vice-president  of  the  fixed-in- 
come group  at  Vanguard  Group,  based 
in  Valley  Forge,  Pa.,  "an  astronomical 
amount  of  muni  debt  becomes  economi- 
cal to  refund,"  if  rates  fall.  Refundings 
could  lift  muni  volume  in  1993  close  to 
1992's  record  $235  billion,  analysts  say. 

There  are  those  who  don't  gain  from 


falling  rates.  For  now,  banks  are  enjoy- 
ing a  runup  in  the  value  of  their  large 
bond  portfolios — a  big  boost  to  profits. 
And  low  rates  reduce  the  risk  of  de- 
faults. If  rates  .stay  low,  though,  banks 
won't  find  many  safe,  high-yielding 
bonds.  That  means  they'll  either  have  to 
accept  lower  returns,  or  make  riskier 
loans.  Insurance  companies  and  pension 
funds  also  must  rethink  their  long-run 
investment  strategies. 

Hardest  hit  of  all  may  be  investors, 
particularly  the  elderly,  who  depend  on 
fixed-income  funds.  In  some  cases,  their 
incomes  are  dropping  fast.  Take  Roselyn 
Ratner.  Low  rates  and  the  calling  of  her 
long-term  bonds  will  mean  a  307-^  reduc- 
tion in  monthly  interest  income  for  the 
80-year-old  widow.  "It's  going  to  mean  a 
change  in  my  lifestyle,"  she  frets  from 
her  home  in  Hollywood,  Fla. 

How  long  can  rates  stay  low?  A  long 
time,  say  economists,  who  argue  that  a 
modest  economic  upturn  will  keep  infla- 
tion down  while  Clinton's  deficit  plan 
may  cut  Washington's  appetite  for  new 
borrowings.  Chris  P.  Varvares,  an  econ- 
omist at  Larry  H.  Meyer  &  Associates, 
is  forecasting  a  30-year  bond  vield  of  6' f 
by  the  end  of  1994. 

That's  great  news  for  borrowers.  With 
so  many  indulging  in  a  craving  for  low 
rates,  refi  madness  is  a  habit  America 
clearly  doesn't  want  to  kick. 

By  Kathleen  Madigan  with  Suzanne 
Woolley  in  New  York:  Sandra  Atchison  in 
Deni'er.  and  bureau  reports 
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CLINTON  MAY  SOFTEN  HIS  PLANS  TO  LINK  CHINESE  TRADE  AND  HUMAN  RIGHTS  ABUSES 


FROM  BALANCE  OF  POWER 
TO  BALANCE  OF  TRADE 


The  new  driving  force  in  U.S.  foreign  policy  is  domestic  prosperity 


ill  Clinton's  foreign  policy  views 
barely  registered  on  America's 
'political  radar  screen  during  the 
Presidential  campaign.  But  as  his  Presi- 
dency moves  into  its  second  month,  Clin- 
ton's international  vision  is  coming  into 
sharper  foctis.  And  it's  increasingly 
clear  that  his  Administration  will  prac- 
tice a  fundamentally  different  kind  of 
foreign  policy  from  its  two  predecessors. 
While  Ronald  Reagan  and  George  Bush 
were  devotees  of  realpolitik,  Bill  Clin- 
ton's guiding  principle  is  econopolitik. 
For  the  first  time  since  World  War  II, 
traditional  geopolitics  is  taking  a  back- 
seat to  economics  in  U.  S.  foreign  policy. 

The  shift  resonated  in  Clinton's  Feb. 
26  address  on  foreign  policy  at  American 
University.  Instead  of  dwelling  on  secu- 
rity issues,  Clinton  used  his  first  interna- 
tional policy  speech  as  President  to  urge 
the  strengthening  of  U.  S.  global 
economic  leadership.  The  only  tra- 
ditional foreign  policy  plank  in  the 
Administration's  five-point  plan 
was  its  support  for  democracy  in 
Russia,  and  even  that  ranked  last. 
"It's  Clinton's  way  of  signaling 
that  we  are  in  a  new  era,"  says 
W'ill  Marshall,  president  of  tlie 
Progressive  Policy  Institute,  a 
Democratic  think  tank.  "The  pri- 
mary focus  of  his  foreign  policy 
will  be  revitalizing  global  econom- 
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ic  growth  while  we  retnhld  our  domestic 
economy." 

Mindful  of  the  drubbing  Bush  took  for 
seeming  preoccupied  with  foreign  policy, 
Clinton  has  delegated  international  af- 
fairs to  top  aides.  He  let  Secretary  of 
State  Warren  Christopher  have  the  spot- 
light on  Feb.  10  to  unveil  the  .\dminis- 
tration's  new  Bosnia  policy.  Formal  an- 
nouncement of  the  U.  S.  humanitarian 
airdrop  came  in  a  written  statement. 
HOLDING  THE  FORT.  Clinton's  overriding 
focus  on  winning  domestic  backing  for 
his  deficit-reduction  and  fiscal-stimulus 
package  is  a  key  reason  he  has  stepped 
back  from  campaign  pledges  to  get  the 
arms  embargo  on  Bosnia  lifted,  content- 
ing himself  with  an  airdrop  of  question- 
able effect.  Pressing  for  a  consensus  on 
taking  more  forceful  action  would  have 
been  divisive.  "With  his  mind  99'^  fo- 


cused on  domestic  economics,  [Clinton] 
lust  trying  to  hold  the  fort  for  now"  ; 
foreign  policy,  says  historian  Michael  1 
lieschloss. 
Similarly,  economic  considerations  ai 
I'ompting  Clinton  to  rethink  his  rhetor 
ill  human  rights.  While  criticizing  Be 
iiig's  abuses,  for  example,  Clinton  hi 
liinted  he  wants  to  avoid  legislation  t 
mg  renewal  of  China's  trade  privilegf 
to  its  record  on  human  rights  and  arrr 
sales.  The  reason:  A  confrontation  com 
cost  U.  S.  companies  billions  in  sales. 

The  Clinton  Administration's  trac 
policy  makes  clear  just  how  much  of 
driving  force  economics  is  to  the  Whi 
House.  Exports  are  integral  to  Clinton 
l)lan  to  create  high-paying  jobs  ar 
lioost  American  prosperity.  And  Clinto 
ites  are  brandishing  a  big  stick  to  fore 
trading  partners  to  open  their  market 
They  have  lashed  out  at  European  subs 
dies  that  keep  Airbus  Industrie  alo 
(page  30)  and  warned  Japan  that  i 
trade  surplus  is  intolerable.  U.  S.  of] 
cials  say  they  don't  want  to  resort  i 
retaliation  any  more  than  the  reticei 
Bush  did.  But  that  doesn't  mean  the 
won't.  Says  a  senior  Clinton  Administr 
tion  official,  "there's  more  willingness  i 
risk  a  short-term  cost  for  a  long-ten 
gain"  to  open  markets. 
HARD  CHOICES.  At  a  time  when  a  maj( 
military  threat  seems  remote,  Clinton 
fixation  on  economic  policy  makes  sens 
The  challenge  will  be  to  keep  econom 
nationalism  from  getting  out  of  han 
Clinton  has  tempered  his  muscular  trac 
l)olicy  with  a  call  to  Americans  to  "cor 
pete,  not  retreat"  behind  protectioni: 
walls.  But  the  approach  may  yet  bac 
fire  if,  for  example,  Washington  giv( 
its  trading  partners  reason  to  restri 
the  flow  of  U.  S.  e.xports. 

Clinton  also  could  be  forced  to  ditc 
his  laser-like  focus  on  economic  issues 
genuine  crises  erupt.  If  the  Bosnian  ai 
drop  is  deemed  ineffective,  Clinton  w 
face  hard  choices  about  whether  to  dee 
en  U.  S.  military  involvement.  Anotht 
potential  crisis  that  could  divert  atte 
tion  would  be  provocative  moves  t 
Iraq.  And  eventually,  he  will  have  t 
spend  precious  political  capital  dealin 
with  a  series  of  tough  issues  with  Ru 
sia,  such  as  increased  U.  S.  assi 
tance.  Clinton  meets  President  B 
ris  N.  Yeltsin  on  Apr.  4  and  h; 
planned  sessions  with  several  ot 
er  world  leaders  before  and  shor 
ly  thereafter. 

For  now,  Europeans  and  Asiar 
are  comfortable  with  Clinton's  f 
cus  on  getting  the  U.  S.  fisc; 
house  in  order,  which  many  regai 
as  long  overdue.  But  it's  a  que 
tion  of  balance.  If  Clinton  pushe 
his  economic  agenda  too  far  whi 


sinjj;  buck  on  traditional  U.  S.  security 
les,  that  will  rattle  the  allies.  The  Clin- 
nites  feel  they  occupy  the  moral  hi^h 
ound  in  G-7  talks  because  of  the  tou^^h 
jdicine  they  are  proposing  at  home, 
ley  hoi)e  to  leverage  their  position, 
jpping  up  pressure  on  Japan  and  Ger- 
iny  to  reinvigorate  their  economies, 
ashington's  tough  posturing  in  trade 
Iks  also  has  Europeans  on  edge.  "The 


U.  S.  is  running  around  breaking  a  lot  of 
porcelain,  and  that  will  make  ((;..\TT]  ne- 
gotiations more  difficult,"  says  Bern- 
hard  May,  senior  researcher  at  the  Ger- 
man Foreign  Policy  Society. 

At  home,  Clinton's  rejection  of  protec- 
tionism, coupled  with  tough  talk  about 
opening  markets,  plays  favorably  to 
American  trade  schizophrenia.  Hewing 
to  certain  Bush  foreign  policies  else- 


where is  politically  astute,  too.  The  over- 
whelming U.  S.  preoccupation  is  econom- 
ic growth,  but  Americans  don't  want  to 
simply  walk  away  from  international 
commitments.  So  while  Clinton's  econo- 
politik  may  give  U.  S.  allies  the  jitters, 
he  is  reading  his  home  audience  well. 

Bi/  Atiijj  Rorriis  hi  Wash i ngtoii,  iritli 
Gail  E.  Sclnircs  in  Hoi/ii  (iiid  Di'boirili 
Stead  ill  Mosroir 


MICKEY  KANTOR'S  BAD  COP/BAD  COP  ROUTINE 


In  his  trademark  red  suspenders, 
crisp  white  shirts,  and  double- 
breasted  suits,  poker-faced  Mickey 
[antor  looks  the  part  of  a  G-man  in  a 
980s-style  cops-and-robbers  flick, 
'hink  of  the  new  U.  S.  Trade  Repre- 
entative  as  the  tough  cop  in  the  shad- 
ws  behind  the  hot  white  light.  Nice 
)uch,  given  the  role  he  will  play  in 
'resident  Clinton's  aggressive  strate- 
y  to  open  world  markets  and  foster 
lobal  economic  growth. 
Clinton's  trade  policy 
lelds  a  strong  commit- 
lent  to  free  trade  with 
tern  warnings  that  unfair 
ractices  won't  be  tolerat- 
d.  That's  where  Kantor,  a 
OS  Angeles  lawyer  who 
an  Clinton's  campaign, 
ames  in.  "We  won't  shy 
way  from  enforcing 
greements  and  enforcing 
le  law,"  he  told  BUSINESS 
'EEK  in  a  wide-ranging  in- 
;rview  on  Mar.  1. 
I  IT  FOR  TAT.  The  strategy 
M  risky — and  potentially 
Dstly.  At  its  heart  is  a 
octrine  Kantor  calls 
comparable  action."  "The 
L  S.  will  take  comparable 
ctions  and  provide  compa- 
ible  re.sources"  to  U.  S. 
ampanies  when  trading 
artners  don't  alter  their 
'ays,  Kantor  declares. 
We'll  take  the  leadership 
n  free  trade,  but  our  trad- 
ig  partners  have  the  re- 
ponsibility  to  join  us." 
Case  in  point:  the  European  Commu- 
ity's  decision  to  give  EC  companies  a 
7o  price  advantage  in  government  bids 
ver  non-EC  competitors.  The  EC  had 
een  mulling  the  move  for  a  year,  and 
16  U.  S.  had  objected  to  no  avail.  Now, 
le  Administration  may  ban  EC  compa- 
ies  from  competing  for  U.  S.  con- 
tacts. "We  gave  them  a  year,"  Kantor 
lys.  "We  had  to  provide  leadership." 
The  Trade  Representative  also  wants 
)  add  to  his  arsenal  for  combating 


unfair  tactics.  He  notes  that,  in  the 
face  of  strong  Japanese  protest,  the 
President  welcomes  congressional  pas- 
sage of  a  new  Super  301  law,  which 
would  allow  him  to  punish  countries 
that  engage  in  what  the  U.  S.  deems 
unfair  trading  practices.  And  Kantor 
will  aggressively  pursue  reopening  the 
U.  S.  agreement  with  the  EC  that  caps 
subsidies  on  Airbus  Industrie. 

The  Administration,  Kantor  adds, 
may  ask  Congress  for  a  two-tiered  ex- 


The  new  Trade  Rep  talks  tough — and  plans 
to  back  it  up.  In  fact,  he  describes 
himself  as  being  in  law  enforcement 


tension  of  negotiating  authority  that 
expired  Mar.  1.  That  would  allow  the 
U.  S.  to  wrap  up  a  global  trade  agree- 
ment by  yearend,  then  press  a  host  of 
bilateral  talks  over  the  long  term. 

Kantor's  ambitious  agenda  reflects  a 
carefully  orchestrated  policy.  In  effect, 
it  allows  the  President  and  Treasury 
Secretary  Lloyd  M.  Bentsen  to  promote 
Clinton's  economic  plan,  especially  edu- 
cation and  retraining  aid  and  public  in- 
vestment. They  hope  the  package  will 
lure  foreign  investment  by  creating  a 


more  skilled  labor  force  and  a  better 
infrastructure — and  prove  that  the  Ad- 
ministration is  not  protectionist.  But 
there's  a  caveat:  "As  we  welcome  that 
investment,  we  insist  that  our  inves- 
tors should  be  equally  welcome  in  oth- 
er countries,"  Clinton  warned  Feb.  26 
at  American  University. 

It's  doubtful  the  Administration  will 
be  able  to  stick  to  this  two-track  strate- 
gy for  too  long,  however.  "They  may 
think  they  can  ride  two  horses  at  the 
same  time,  but  one  of  the 
horses  is  going  to  have  to 
lead,"  says  Gary  Hufbauer 
of  the  Institute  of  Interna- 
tional Economics,  a  free- 
trade  group.  The  Adminis- 
tration may  find  that 
nasty  disputes  over  steel 
and  Airbus  will  crowd  out 
discussions  of  market- 
opening  pacts  such  as  the 
Uruguay  Round  and  the 
North  American  Free 
Trade  Agreement.  A  col- 
lapse of  either  would  be  di- 
sastrous to  world  trade. 

There's  also  a  danger 
that  U.  S.  companies  will 
soon  figure  out  the 
game — and  loot  the  Trea- 
sury. They  may  push  for 
market-opening  negotia- 
tions with  trading  part- 
ners, knowing  U.  S.  pres- 
sure won't  work,  and  then 
seek  help  under  the  com- 
parative-action doctrine. 
While  applauding  Clinton's 
speech  overall,  former  USTR  Carla  A. 
Hills  worries  he  "has  made  a  lot  of 
promises  of  help  to  Boeing,  Silicon  Val- 
ley, autos,  and  steel.  Is  the  Administra- 
tion really  going  to  follow  a  policy  of 
matching  subsidy  for  subsidy?  That's 
not  consistent  with  free  trade." 

Maybe  not.  But  it's  a  price  the  Clin- 
tonites  say  they'll  pay  if  trading  part- 
ners don't  adhere  to  free-trade  princi- 
ples. Otherwise,  Kantor  will  be  there 
to  play  Mr.  Enforcer. 

By  Douglas:  HarbivchI  in  Washington 
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TRADE! 


IF  CLINTON  IS  AIMING  AT  AIRBUS, 
WHY  IS  BOEING  WINCING? 


The  last  tiling  it  needs  is  a  trade  war  jeopardizing  its  European  orders 


In  a  ^iant  hangar  near  Hamburg, 
Germany,  8,000  spectators  applauded 
on  Mar.  3  as  Airbus  Industrie  un- 
veiled its  latest  challenger  to  U.  S.  domi- 
nance of  the  $40  billion  airliner  market. 
Eurojje's  new  A321  goes  nose-to-nose 
against  Boeing  Co.'s  757.  But  behind  the 
hoopla  was  bitter  grumbling.  President 
Bill  Clinton  is  casting  Airbus  as  the  lead- 
ing villain  in  world  trade.  That  has  made 
the  Europeans  madder  than  a  traveler 
with  lost  luggage.  "The  Americans  are 
hypocrites,"  charges  an  Airbus  official. 

Clinton's  gripe  is  an  old  one:  Airbus — 
a  joint  venture  of  French,  German,  Brit- 
ish, and  Spanish  companies — gets  gov- 
ernment loans  to  develop  its  planes  and 
government  aid  in  selling  them.  Theoret- 
ically, George  Bush  settled  the  issue  last 
July.  After  seven  years  of  bargaining, 
the  Europeans  agreed  to  limit  aid  to  337' 
of  a  plane's  development  cost.  Now, 
Clinton  is  reopening  an  old  wound  by 
challenging  the  agreement.  And  three 
U.  S.  senators  are  rubbing  salt  in  it.  Sen- 
ator John  C.  Danforth  and  two  others 
have  introduced  a  bill  that  could  lead  to 
dumping  duties  on  Airbus  planes. 
SOLO  FLIGHT.  The  brawl  is  a  stunning 
example  of  Clinton's  don't-tread-on-me 
bravado  that's  spreading  trade-war  fears 
from  Brussels  to  Tokyo.  His  U.  S.  Trade 
Representative,  Mickey  Kantor,  says  the 
Administration  means  business:  "There 
are  still  subsidies  in  there.  The  agree- 
ment needs  to  be  reviewed,"  he  says.  As 


a  counterweight  to  Airbus,  Washington 
is  also  mulling  aid  to  U.  S.  planemakers. 

What's  striking  about  Clinton's  attack 
is  that  he's  gunning  for  Airbus  on  his 
own,  with  little  prodding  from  Boeing  or 
McDonnell  Douglas  Corp.  Indeed, 
Boeing  executives  publicly  seem  anxious 
to  tone  down  the  President's  zeal,  fear- 
ing a  backlash  in  the  lush  European 
market.  Since  1988,  Boeing  has  sold  707 
planes  in  Europe,  vs.  296  for  Airbus  in 
the  U.  S.  McDonnell,  too,  fears  U.  S.  ac- 
tions could  do  more  harm  than  good. 

Both  U.  S.  companies  say  the  Airbus 
agreement  is  acceptable  as  it  stands — as 
long  as  it's  enforced.  In  fact,  Boeing 
opposes  the  Danforth  antidumping  bill, 
since  Europe  would  match — or  esca- 
late— sanctions.  "A  trade  war  would  not 
be  in  our  best  interests,"  says  Boeing 
Vice-President  Lawrence  W.  Clarkson. 

Boeing  executives  think  Clinton  was 
goaded  into  action  by  their  announce- 
ment of  28,000  job  cuts  on  Feb.  18— the 
day  after  he  unveiled  his  economic  plan. 
He  invited  himself  to  Boeing  on  Feb.  22. 
Company  officials  gave  him  a  "wish  list" 
to  prevent  further  cutbacks,  headed  by 
help  for  U.  S.  airlines.  Vigilance  on  Air- 
bus was  a  lesser  request.  But  Clinton 
chose  to  focus  on  Airbus  in  a  campaign- 
style  speech  to  workers. 

If  he  does  reopen  the  agreement,  it 
may  be  an  empty  gesture.  "There's  not 
much  left  to  negotiate,"  says  Carla  Hills, 
the  former  U.  S.  Trade  Representative, 


who  won  last  year's  deal.  Little  can  I 
done  about  past  aid:  $13.5  billion  over  ■ 
years,  or  $26  billion  with  interest, 
Washington's  view.  As  for  future  ai 
Boeing  and  the  Airbus  partners  are  di 
cussing  building  a  600-seat  superjumt 
jet  jointly.  So  Boeing  could  benefit  fro 
its  partners'  deep  government  pockets 

That  may  help  explain  why  the  U. 
giant  has  a  more  modest  goal:  makir 
sure  Airbus  repays  its  loans.  Each  tin 
the  consortium  delivers  a  plane,  it  sen( 
cash  to  government  lenders.  On  all  i 
programs.  Airbus  claims  to  have  pa 
back  $8.5  billion,  with  annual  paymen 
of  $800  million  projected  through  1997 
INDIRECT  AID.  But  the  payments  may  n 
be  enough — and  there's  no  proof  tl 
numbers  are  accurate.  Boeing  wan 
Washington  to  probe  Airbus'  books,  as 
won  the  right  to  do  in  last  year's  pact 

For  Airbus,  this  is  a  case  of  the  pi 
calling  the  kettle  black.  Its  partners  gi 
military  work,  but  they  claim  Boeir 
and  McDoimell  get  far  more  in  indire 
aid:  $41  billion  since  1976  in  researc 
contracts  and  fallout  from  defense  wor 

Such  conflicts  stayed  on  the  ba( 
burner  as  long  as  airlines  were  buyir. 
planes.  But  with  orders  down,  Boeir 
fears  that  Airbus  will  persuade  Unitt 
Airlines  Inc.  to  cancel  part  of  its  $1 
billion  order  for  747s  and  777s  and  tal 
Airbus  planes  instead.  Some  wonder 
Clinton's  attack  on  Airbus  is  an  orche 
trated  move  to  tip  United  toward  patri 
tism.  Boeing  claims  not. 

Europeans  hope  Clinton  will  back  of 
"He's  just  not  well  informed,"  says  £ 
official  of  Deutsche  Airbus.  Maybe  no 
but  Clinton  seems  determined  to  gi^ 
U.  S.  plane  builders  some  help — wheth( 
they  want  it  or  not. 

B!/  S/cirart  Tot/  in  Paris  and  Dori  Jon 
Yang  in  Seattle,  iviih  Douglas  Harbrccht 
Washington 


THE  AIRBUS  QUESTION:  OPPOSING  VIEWS 


▲  U.S.  SIDE  The  U.S.  says  that  $26  billion 
in  European  government  loons  to  Airbus 
give  it  an  unfair  advantage.  State  backing 
lets  Airbus  offer  cheap  rates  to  customers. 
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CASHING 
IN  AHEAD 
OF  HIGHER 
TAXES 

Proxies  have  just 
started  flowing,  but 
1 992's  executive 
pay  should  set  re- 
cord highs,  thanks 
to  the  exercising 

of  stock  options.      r^TffiyiTllj ^'f  i?fTli 

Here  are  some  of 
the  biggest  so  far: 


Blockbuster 
Entertainment 


l«2  STOa-OmON  GAINS  <LQ1 
MIUiO'NSOFDOUJUiS  "'Oj./ 


imerica 


$63.9 


U.S.  Surgica 


$58.5 


Advanced 
Micro  Devices 


$30.5 


NOTE:  HUlZENCA'S  GAINS  FROM  THE  EXEIiCISE  Of  WRRANTS 


DATA:  CDA/INVESTNET,  BUSINESS  WEEK 


Commentary/by  John  A.  Byrne 


STOCK  OPTIONS:  THE  GRAVY  TRAIN  COULD  DERAIL 


rhe  highest-paid  chieftains  in 
America  are  getting  ready  to  do 
the  compensation-reform  zealots 
big  favor:  They're  about  to  report 
)me  of  the  most  mind-boggling  gains 
I  executive  pay  in  business  history. 
Just  how  gargantuan?  Are  you  sit- 
ng  down?  The  stock-option  and  war- 
mt  gains  of  just  10  selected  chief  ex- 
2utives  totaled  more  than  $500  million 
.St  year — an  amount  that  exceeds  the 
mm  of  all  long-term  pay  for  the  363 
I  EOS  in  BUSINESS  week's  executive-pay 
;oreboard  for  1991. 
Look  at  just  a  few  of  the  earliest 
iturns.  In  1992,  Sanford  I.  Weill  of 
rimerica  Corp.  pulled  in  more  than 
1 50  million  from  stock  options.  Antho- 
^  J.  F.  O'Reilly  of  H.J.  Heinz  Co., 
ho  set  a  pay  record  in  1991  by  earn- 
g  $75.1  million,  took  home  $33.5  mil- 
I  )n  more,  before  salary  and  bonus. 
I  ^alt  Disney  Co.'s  Michael  D.  Eisner, 
<e  some  others  acting  expressly  to 
^oid  higher  taxes,  got  $193  million.  H. 
''ayne  Huizenga  of  Blockbuster  En- 
;rtainment  Corp.  pocketed  more  than 
)5  million  by  exercising  warrants — a 
indfall  that  won't  be  recorded  in  a 
'oxy,  because  it  falls  outside  the  gov- 
•nment's  definition  of  compensation. 
tiENDS  OF  BILL?  The  numbers  look 
lenomenal,  and  they  are.  But  for  cor- 
)rate  executives  cashing  in  that  most 
)lden  of  perks — the  stock  option — 
lis  round  of  outsize  rewards  couldn't 
ime  at  a  worse  time.  By  focusing"  at- 
ntion  once  again  on  corner-office  ex- 
avagance,  the  fat  paychecks  will  turn 
3  the  heat  under  the  Financial  Ac- 
lunting  Standards  Board  (FASB).  Com- 


pensation critics — and  there  are 
many — want  the  industry  group  to 
push  through  an  esoteric  rule  that 
promises  to  be  one  of  the  most  hotly 
debated  issues  in  business  this  year.  If 
enacted,  it  would  force  companies  to 
deduct  from  their  earnings  the  value  of 
stock  options  granted  to  executives. 

What's  more,  this  year's  pay  bonan- 
za— and  the  outcry  it  will  spark — could 
actually  win  Clinton  support  for  hefty 
tax  increases  on  high-income  individ- 
uals and  for  his  plan  to  prevent  compa- 
nies from  taking  a  deduction  on  annual 
pay  in  excess  of  $1  million. 

Granted,  most  attempts  to  legislate 
caps  on  compensation  are  shortsighted 
at  best.  Clinton's  plan  for  limiting  pay 
deductibility  would  be  simple  to  cir- 
cutnvent — and  it  likely  would  raise  lit- 
tle new  revenue.  Even  if  it  did,  the 
higher  costs  would  quickly  be  passed 
to  shareholders.  "No  matter  how  out- 
raged the  public  gets,  cooler  heads  will 
realize  you  can't  set  a  legal  limit  on 
compensation,"  says  Derek  Bok,  for- 
mer president  of  Harvard  University. 
Still,  the  vox  populi  counts  for  a  lot, 
and  executive  pay  is,  if  anything,  a 
more  emotional  issue  than  ever  before. 
"What  it  will  do,"  Bok  says,  "is 
strengthen  the  popular  feeling  for  all 
the  current  remedies  being  discussed." 

Among  those  remedies  is  the  com- 
plex but  critical  issue  of  charging  op- 
tions to  earnings.  For  years,  econo- 
mists have  argued  that  a  stock  option 
has  significant  value.  It  certainly  does, 
as  the  numbers  reported  by  Eisner  et 
al.  clearly  attest.  Yet  companies  are 
not  required  to  charge  them  against 


earnings — partly  because  of  heavy 
business  lobbying  and  partly  because 
of  disagreement  over  how  to  do  it. 

Treating  options  as  an  expense 
would  have  an  immediate  impact  on 
corporate  earnings — a  result  largely  of 
directors'  profligate  use  of  such  mega- 
grants  in  the  past  few  years.  That's 
why  FASB,  tlie  rule-making  body  for 
accountants,  has  been  swamped  with 
400  comments — uniformly  negative — 
even  before  it  issues  any  proposal  to 
change  the  rules.  The  board  expects  to 
issue  an  "exposure  draft"  in  the 
spring.  That's  an  important  step  to  al- 
low for  an  open,  if  belated,  debate. 
TOO  GOOD.  If  the  board  bows  to  busi- 
ness pressure  and  fails  to  grapple  with 
this  issue,  the  Clinton  Administration, 
promoting  "shared  sacrifice,"  should 
turn  up  the  heat.  Of  all  the  perks 
and  goodies  lavished  upon  occupants  of 
the  corner  office,  overly  large  stock- 
option  grants  are  certainly  the  most 
excessive. 

Whatever  the  source,  whatever  the 
specifics,  pay-cutting  action  is  out 
there,  and  it's  headed  for  the  execu- 
tive suite.  All  the  lobbying  in  the 
world  isn't  going  to  offset  the  public 
furor  likely  to  erupt  when  CEOs  again 
collect  record  paychecks — especially  as 
rank-and-file  workers  see  more  of  their 
cohorts  out  of  work.  Within  months. 
Corporate  America's  highly  paid 
bosses  may  get  the  credit  for  the  de- 
mise of  their  goose  and  its  very 
golden  eggs. 

Senior  Writer  Bi/riic  covers  manage- 
ment issues. 
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TELEVISION  I 


NBC  COULD  USE 

A  GOOD  SCRIPT  DOCTOR 


It's  making  money,  but  it's  falling  further  behind  its  rivals 


SfX't'u  >e;irs  aftt'i'  (leiienil  Electric 
C(i.  hou^lit  Xlic  Inc.  and  its  parent 
company,  KCA  Corp.,  the  network's 
top  executives  still  don't  seem  to  under- 
.stand  t'le  (1(1(1  (Ivnamics  of  broadcasting': 
Shrewd  business  and  successful  televi- 
sion are  often  mutually  exclusive.  Never 
has  this  been  more  striking  than  in  Mi- 
chael Gartner's  bitter  de])arture  Mar.  2 
as  president  of  .NBC  News. 

Gartner  resigned  three  weeks  after 
Xt!C  issued  an  abject  public  ai)ology  U> 
General  Motors  Corp.  for  rigging  a  dem- 
onstration crash  of  its  pickup  trucks  on 
the  Dateline  .\7,'r  program.  He  acknowl- 


Now,  as  Wright  tries  to  rebuild  the 
network,  NBC  affiliates  and  former  staff- 
ers are  wondering  whether  this  former 
CK  manager  can  set  aside  his  bottom-line 
instincts  and  penchant  for  ventures  such 
as  cable  TV  in  favor  of  getting  N'BC  back 
in  the  race.  Some  are  doubtful:  "There's 
a  sense  of  drift,"  says  Jim  Waterbury, 
president  of  NEC's  affiliate  board.  "We 
need  someone  whose  full  attention  is  fo- 
cused on  the  network." 

Wright  admits  he  has  devoted  lots  of 
attention  to  .NBC's  diversification.  These 
(lays,  though,  he  says  he's  spending 
100''  of  his  time  on  the  core  network. 


4? 


AVERAGE  PRIME-TIME 

EACH  POINT  REPRESENTS 
930,000  HOUSEHOLDS 

ION     S  E 


WRIGHT:  UNTIL  NOW,  AN  EMPHASIS  ON  DIVERSIFICATION 


■89  '90 
▲  RATING  POINTS 


'90  '91 
DMA  AC  NIELSEN  CO 


edges  that  his  five-year  stewardship  of 
NBC  News  has  come  under  withering 
criticism.  Yet  Gartner  claims  that  he 
took  the  news  division  from  .S12()  million 
in  losses  in  1!)8S  to  a  projected  profit  of 
$20  million  in  1!)93.  "You  can't  be  jour- 
nalistically strong  unless  you  are  finan- 
cially st}-(iiig,"  htj  insists. 
SPLASHY  EVENTS.  N'lic  President  Fiobert 
C.  Wright  has  run  the  rest  of  the  net- 
work by  the  same  playbook.  But  while 
analysts  predict  .\'i;c  will  make  money  in 
1998,  the  peacock  network  is  on  its  back 
by  many  other  conventional  yardsticks 
of  success  in  television:  Its  prime-time 
ratings  have  tumbled  lieliind  CBS  and 
.^iBC  (chart),  its  daytime  schedule  is  erod- 
ing, and  David  Letterman  has  jumped 
ship  for  CBS.  "If  we  are  not  doing  well  in 
tlie  public  eye,  that  creates  a  great  num- 
ber of  problems  for  us,"  admits  Wright. 


Last  month,  for  example,  he  hired  Don 
Ohlmeyer  to  revamp  NBC's  beleaguered 
entertainment  schedule.  Ohlmeyer,  a 
prominent  sports  producer,  hopes  to  hike 
ratings  with  splashy  special  events. 

On  May  20,  NBC  will  turn  the  final 
episode  of  Cheers  into  an  all-night  cele- 
bration. In  addition  to  a  one-hour  fare- 
well episode,  Ohlmeyer  plans  an  hour- 
long  retrospective.  He  also  wants  to 
gather  the  cast  for  a  live  interview  with 
Tonight  show  host  Jay  Leno  at  Boston's 
Bull  (fe  Finch  tavern,  which  inspired  the 
fictional  bar.  "The  events  strategy  is  a 
good  one  because  it  has  elements  of 
showmanship,"  says  Howard  Stringer, 
president  of  CBS  Broadcast  Group. 

Trouble  is,  big  events  eat  up  lots  of 
money.  Just  ask  StringtT:  CBS  used  mar- 
quee sports  and  other  specials  to  vault 
from  third  place  to  first  place.  But  in 


doing  so,  it  vastly  overpaid  for  rights 
baseball  and  football.  CBS  took  heav 
losses  before  it  became  profitable  aga; 
last  year.  That's  something  GE  probabl 
won't  stand  for.  Wright  says  NBC  ma 
stretch  to  acquire  some  entertainmer 
shows.  But  he  cautions:  "We  have 
desire  to  lose  millions  of  dollars  just 
make  a  splash."  Improved  ad  reveni 
could  give  NBC  operating  earnings 
about  $275  million  in  1993,  a  12"''^ 
crease  over  last  year,  according  to  NicI 
olas  Heymann,  an  analyst  who  follow 
GK  at  Natwest  Securities  Corp. 
NO  RETREAT.  One  change  costs  nothin 
Ohlmeyer  has  abandoned  NBC's  strateg 
of  focusing  on  younger  viewers  in  i 
programming — which  some  observei 
l)lame  for  much  of  the  10' !  decline  in 
network's  prime-time  ratings  this  se; 
son.  Now,  the  network  has  reverted  \ 
going  after  a  broad  audience. 

As  for  replacing  Gartner,  Wright 
leaning  toward  candidates  with  a  stron 
pedigree  in  broadcast  news.  Tom  Bn 
kaw,  anchor  of  NE 
Nightly  News,  saj 
the  news  division  ca 
rebound  from  th 
Dateline  fiasco  fc 
"doing  uniformly  e: 
cellent  work." 

One  thing  GE 
not  likely  to  do 
beat  a  hasty  retrea 
The  litany  of  ba 
news  has  dampene 
perennial  rumoi 
that  the  parent  wi 
soon  sell  the  ne 
work.  GE  steadfast 
declines  comment  o 
a  possible  sale.  Eve 
if  it  wanted  to,  sa 
analysts  and  inves 
ment  bankers,  th 
company  has  ver 
little  chance  of  getting  anything  close  1 
the  $3.9  billion  in  value  it  placed  on  NE 
and  its  cable  properties  in  1991.  One  of 
rumored  suitor  for  NBC,  Paramour 
Communications  Inc.  Chairman  Marti 
S.  Davis,  joked  in  a  recent  interview  thi 
he  might  find  the  network  "interesting 
for  around  $2  billion. 

Some  industry  executives  sugge.' 
that  NB(.'  can't  be  turned  around  unles 
Wright  himself  is  replaced.  At  the  m> 
ment,  though,  his  job  seems  secure.  J- 
for  the  forseeable  future,  NBC's  fortunt 
hinge  on  his  ability  to  pull  off  a  CBS-sty 
recovery.  That  has  some  NBC  affiliat( 
sweating.  But  Stringer  points  out:  "It 
easier  to  write  off  a  network  in  theor 
than  in  practice."  Then  again,  he's  u\ 
guy  who  dropped  $42  million  to  lure  Le 
terman  away  from  .\BC. 

Bij  Mark  Loudlcr  in  Neir  lb/ 
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Benjamin 
f  r  a  n  k  t.  t  n 

RETIRED  FROM 
BUSINESS  AT  AGE  42, 
THEN  DISCOVERED 
ELECTRICITY. 


You  probably  have  great 
plans  for  your  own  retire- 
ment. And  right  now  is 
always  the  best  time  to 
start  building  a  foundation. 

Franklin's  Retirement 
Planning  Guide  is  a  valu- 
able resource  that  can 
help  you: 

♦  Estimate  the  retirement 
income  yon  will  need. 

♦  Create  a  plan  that  delivers. 

♦  Choose  the  funds  that  can 
make  your  plan  work.* 

Call  your  investment  advisor 
or  Franklin  today. 

1-800-342-FUND 
EXT  1467 


Name 


Addre; 


(Jit\ /State/Zip 


Yes!  I  would  like  a  free  copy  of  the  Franklin  Kctirenient 
Planning  Guide  and  a  prospectus  containing  more  com- 
plete information,  including  charges  and  expenses,  on  the 
fund(s)  checked  below.  I  will  read  the  prospectns(es) 
carefully  before  I  invest  or  send  money. 

 Franklin  U.S.  Government  Securities  Fund 

 Franklin  Rising  Di\adends  Fund 

 Franklin  Income  Fund 

 Franklin  Growth  Fund 

 Franklin  Money  Fund 

FRANKLIN     DISTRIBUTORS,  INC. 

M<'!iil)cr  $91)  BilliDTi  iMaiikliiiArciiiplctdii  (Jroiip  777  Maniu-rs  Island  Blvd.,  San  Mateo,  CA  94404-1585 

tAn  investniiMit  in  ,i  Franklin  iinul  tines  nut  t;uai,int(  i'  that  voni  ictncnicnt  cxprnscs  will  be  met. 

The  Franklin  CJroiip  ol  Funds®  sponsors  the  NiglitK  Business  Report  on  public  television.  Check  vour  local  listing  for  time  and  station. 


Da\time  Phone 


B\\  K9:5 
1467 


PEOPLE  I 


WHO  PLAYED  DRESS-UP 
WITH  THE  BOOKS? 


Not  me,  says  Leslie  Fay's  embattled  CEO 


Iniaiiine  the  liorror.  You're  the  chief 
executive  of  a  major  company  attend- 
inff  an  important  meeting.  Your  sec- 
ond-in-command is  called  away  for  a  mo- 
ment, then  returns  ashen-faced.  His 
news:  Your  comjjany's  last  five  quarters 
have  l)een  a  lie.  Reported  profits  never 
e.xisted,  and  your  books  have  been 
cooked  for  several  quarters. 

According  to  John  J.  Pomerantz, 
whose  Leslie  Fay  Cos.  is  the  nation's 
second-largest  maker  of  women's  appar- 
el sold  to  dej)artment  stores,  that's  what 
happened  to  him  in  late  January.  By 
Feb.  2(),  outside  auditors  combing 
through  the  wreckage  of  Leslie  Fay's 
books  estimated  that  the  company  lost 
$13.7  million  last  year,  rather  than  earn- 
ing the  $211!)  million  previously  reported. 
Estimated  profits  for  1991  were  slashed 
42' ' ,  to  $17  million.  Wall  Street's  reac- 
tion was  swift:  Leslie  Fay's  stock 
dropped  from  12%  on  Jan.  1  to  ■'>Va  on 
Mar.  8  (chart). 

FROSTED  BUNS.  The  scauflal  is  a  knotty 
tangle  of  (piestions  with  few  sure  an- 
swers. But  it  may  say  as  much  about 
Seventh  Avenue's  peculiarities  as  about 
Leslie  Fay's  financial  controls.  Analysts 
point  to  Pomerantz'  lack  of  financial  acu- 
men and  his  love  for  clubby  schmoozing 
with  fashion  pals  to  explain  why  the 
prol)lems  went  undetected  for  so  long. 

Pomerantz  himself  traces  the  trouble 
to  now-suspended  Controller  Donald  F. 
Kenia,  who,  he  says,  overstated  profits. 
No  one  in  senior  management,  including 


SCANDAL  UNRAVELS  LESLIE  FAY 

JAN.  29  The  company  learns  that  false  entries 
had  been  made  in  its  books 


FEB.  1  CEO  John  J.  Pomerantz  says 
the  scandal  may  erase  1992's 
reported  earnings  of  $23.9  million 


JAN,  29,  '93 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC ,  BUSINESS  WEEK 


himself  or  Chief  Fi- 
nancial Officer  Paul 
F.  Polishan,  knew  of 
the  cooked  liooks  be- 
fore JaiT.  29,  Pomer- 
antz says.  Kenia's 
attorney,  Bradley 
Beckman,  however, 
hints  that  others 
may  have  been  in- 
volved: "Kenia  did 
not  all  by  his  lone- 
some conceive  of  this 
plan,"  he  says. 

So  far,  though,  no  one,  mcludm 
Kenia,  has  been  charged  with  a  crime. 
And  motive  remains  a  mystery.  Kenia's 
compensation  wasn't  tied  to  financial  re- 
sults. Arthur  Andersen  &  Co.,  the  ac- 
counting firm  hired  by  the  board's  audit 
committee,  has  not  detected  any  missing 
funds.  Meanwhile,  Kenia  is  assisting  the 
company  with  its  internal  audit. 

However  the  tale  unfolds,  analysts 
Ijlame  Pomerantz  in  the  end.  The  affable 
CKO,  whose  father  founded  Leslie  Fay  in 
1947,  seems  to  cultivate  the  image  of  a 
creative  guy  awash  in  a  sea  of  numbers. 
He  admits  he  seldom  visited  his  Wilkes- 
Barre  (Pa.)  base  of  financial  operations, 
though  he  did  receive  its  torrents  of 
data.  "We  get  records  upon  records 
upon  records.  The  amount  of  volume  we 
get  is  voluminous,"  he  says,  eyeing  a 
pile  of  papers  on  his  desk. 

Even  facing  a  dozen  shareholder  suits 
while  working  frantically  to  persuade 
his  banks  to  keep  his 
credit  lines  intact, 
Pomerantz  revels  in 
the  daft  humor  of 
the  fashion  world.  In 
early  February,  for 
instance,  he  was  sent 
a  token  of  support 
that  he  says  came 
from  an  executive  at 
Federated  Depart- 
ment Stores  Inc. — an 
excruciatingly  ana- 
tomically correct 
frosted  cake  in  the 
form  of  a  derriere. 
Written  in  frosting: 
"We're  behind  you." 
Pomerantz  loved  it. 

Such  schmoozing 
aside,  Pomerantz' 


FEB.  26  Leslie  Fay 
reports  losing  $  1  3.7 
million  in  1 992  and 
cuts  1991  reported 
earnings  by  42% 


MAR,  1,  '93 


Hfe  is  deeply  interwined  with  the  comp: 
ny.  His  wife,  Laura  Poinerantz,  is  a 
executive  vice-president  at  the  compan; 
and  a  line  of  Leslie  Fay  dresses 
named  after  Andrea  Gayle,  one  of  th 
couple's  three  daughters.  Pomerant 
himself,  59,  joined  up  in  19(i0,  right  aft6 
getting  a  bachelor's  degree  from  th 
Wliartiin  School. 
'PRESSURE  COOKER.'  But  despite  his  ina 
tention  to  finances,  Pomerantz  is  a 
manding  boss.  "I'm  never  satisfied,"  li 
says.  Leslie  Fny  has  long  had  a  reput; 
tion  as  a  "pressure  cooker  to  make  th 
figures,"  notes  Bud  Konheim,  presidei 
of  rival  apparel  maker  Nicole  Miller  Lt( 
With  many  department  stores  in  final 
cial  trouble,  meeting  his  profit  gm 
may  have  seemed  impossible  to  son: 
employees,  industry  sources  suspect. 

Cooking  the  books  couldn't  mask  Le: 
lie  Fay's  weaknesses  for  long,  howeve 
Dress  sales  have  been  in  decline  for  2 
years,  yet  they  still  account  for  about 
third  of  its  sales.  Prudential  Securitif 
Inc.  analyst  Deborah  Bronston  predict 
that  the  company  will  soon  dump  soim 
divisions  to  cut  expenses.  Chief  Opera 
ing  Officer  Michael  J.  Babcock,  hire 
just  five  months  ago,  has  been  charge 
with  getting  financial  controls  in  ordei 

As  for  Pomerantz,  he  has  returned  h 
1992  profit-tied  bonus  of  $2.2  million,  bi 
he  doesn't  blame  himself  for  LesI 
Fay's  troubles.  Indeed,  as  the  company 
largest  shareholder,  he  feels  pinchei 
"Do  I  hold  myself  personally  respon.^ 
ble?  No,"  he  says.  "In  my  heart  i 
hearts,  I  feel  that  I'm  a  victim.  I  kno 
there  are  other  victims.  But  I'm  the  bi} 
gest  victim."  Maybe.  But  his  bigger  wo 
ry  now  is  how  to  keep  his  Leslie  Fa 
from  coming  apart  at  the  seams. 

Bi/  Elizabetli  Lesly  in  New  Yon 
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When  choosing 
something  as 

critical, 
essential  and 
valuable 

as  their  800 
service, 
why  do  so  many 
companies 

choose  AE^? 


2m 


I 


DISASTERS  I 


MOVING  DAYi 
tLD 
ENTER 
■LAST  LEFT  350 
lES 
IR 

>  EMPLOYEES 
OFFICELESS 
—PERHAPS 
UNTIL  APRIL 


AFTER  THE  TERROR,  ANOTHER 
MAD  SCRAMBLE 


All  you  need  is  a  phone,  a  desk,  a  computer,  a  fax... but  where? 


It  WHS  ()  p.m.,  and  listless  Red  Cross 
volunteers  had  filled  makeshift 
steam  trays  with  an  array  of  hot  en- 
trees. Their  somewhat  improbable  disas- 
ter victims  sported  three-piece  suits  and 
seemed  more  frustrated  than  hungry.  It 
had  been  a  very  long  day  at  this  ad  hoc 
command  center  in  lower  Manhattan. 

Such  was  the  scene  at  the  World 
Trade  Center,  three  days  after  a  car 
bomb  tore  through  five  levels  of  the  pla- 
za connecting  the  two  towers,  killing  at 
least  five  people  and  injuring  as  many  as 
1,000.  The  blast  caused  damage  that,  to- 
gether with  moving  expenses  and  lost 
profits,  could  cost  $1.1  billion,  says  New 
York  City's  comptroller.  The  likely  ter- 
i-orist  attack  left  some  350  companies 
and  their  thousands  of  employees  sud- 
denly officeless — perhaps  until  .\pril — 
anfl  scrambling  to  do  business. 
AH,  BOREDOM.  On  the  first  woi-kday  af- 
ter tlie  blast,  though,  they  had  little  to 
do  but  wait.  Junior  managers  and  (  Eos 
alike  from  dozens  of  companies  passed 
the  hours  thumbing  the  numbered  index 
cards  that  were  their  only  keys  back  to 
their  offices.  Once  there,  execs  had  just 
30  minutes  to  collect  the  computers, 
software,  files,  and  Rolodexes  they  need- 
ed. Being  big  didn't  get  you  upstairs  any 
faster.  Just  like  at  the  corner  deli,  it  was 
first  come,  first  served. 


The  wait  had  at  least  one  positive  ef- 
fect: The  widespread  panic  of  Friday  had 
cleared.  "Boredom  is  a  great  remedy  for 
fear,"  quipped  Ted  Beck,  an  officer  with 
Sumitomo  Bank  Capital  Markets  Inc. 
Beck  and  nearly  50,000  others  were  left 
to  the  task  of  contacting  their  clients, 
relocating,  and  rebuilding  operations. 
Quickly. 

Small  companies  were  foraging  for 
whatever  office  space  they  could  find- 
in  lawyers'  offices,  with  friends,  even  in 
the  offices  of  competitors.  Okasan  Inter- 
national America,  normally  a  10-person 
brokerage  house,  was  down  to  one  man. 
"The  president  is  running  things  from 
his  friend's  office  on  Park  Avenue,"  re- 
ported Uchida  Toshio,  the  firm's  treasur- 
er, as  he  paused  distractedly  beyond  a 
heavily  guarded  exit  checkjjoint. 

Gao  Gui  Ming,  CEO  of  Shantra  New 
York,  a  tiny  im])ort-expoit  firm,  seemed 
oi)timistic  about  his  backup  plan.  He  re- 
treated to  his  SOO-stjuare-foot  apartment 
in  Battery  Park  City,  with  its  bird's-eye 
view  of  his  offices  in  the  World  Trade 
Center.  "All  you  really  need  is  a  phone 
line,  a  desk,  a  computer,  and  a  fax  ma- 
chine," said  Ming.  Then,  his  confidence 
wavered:  "Do  you  know  how  long  the 
World  Trade  Center  will  be  closed?  I 
hope  to  be  back  in  one  week." 

Many  banks  and  brokerages  had  ad- 


justed to  sudd( 
homelessness  wit 
out  interruption, 
few  weren't 
lucky.  Bond  hou; 
Cantor  Fitzgera 
set  up  temporal 
headquarters  in  tl 
Harborside  Financi 
Center  in  Jers( 
City,  N.J.,  but  1 
employees  remaim 
at  home  "waiting  f 
calls,"  said  Scott 
Webb,  a  Cantor  vie 
president.  "We' 
scrambling  to 
our  business  goir 
again,"  he  said,  rus 
ing  off. 

He  had  to  hurr 
Every  minute  pass( 
meant  more  lo 
business  for  ever 
one.  The  law  fir 
Thacher  Proffitt 
Wood  had  lost  $150,000  to  $200,000  th 
day  in  gross  billings,  said  partner  Thoi 
as  N.  Talley.  With  similar  worries, 
half-dozen  New  York  Shipping  Ass 
workers  were  among  the  most  anxioi 
to  reach  their  offices.  "We've  got  14,4( 
pension  checks  in  30  boxes  up  there  th 
we've  got  to  pick  up,"  said  an  employi 
as  he  rushed  toward  the  check-in  gat 
"Otherwise,  the  longshoremen  don't  g 
their  money." 
SPRING  CLEANING.  The  phones  kept  rin 
ing,  almost  miraculously — just  like 
AT&T  commercial.  Most  customers  nevi 
knew  the  difference.  NYNEX  won  prai 
for  rerouting  client  calls  to  new  offic 
in  a  flash.  By  reprogramming  a  compt 
er,  NYNEX  handled  over  7,000  requests 
redirect  lines  over  the  weekend. 

Arjay  Telecom  Inc.,  a  cellular-phoi 
company,  played  its  own  small  part, 
lost  $10,000  between  Friday  and  Satu 
day  afternoon  because  of  this  thing 
grumbled  co-owner  Eric  Brown.  H 
business  was  designated  an  "emergen( 
communications  center"  by  service  pr 
vider  CellularOne,  so  Brown  kept  fir 
fighters,  police,  and  others  supplied  wi 
free  batteries— "100  of  them  at  $20 
pop" — and  free  service. 

Meanwhile,  clerks  at  Lynn's  Hallmai 
Card  Shop  crawled  on  hands  and  knee 
pursuing  some  very  early  spring  clea  j 
ing.  They  had  to  do  something.  Dai 
sales  at  the  concourse  store,  usual 
$10,000,  plummeted  to  $600.  "I  hope  th 
ends  soon,"  manager  John  Torres  chuc 
led  nervously.  "I've  got  $35,000  worth  ( 
chocolate  bunnies  coming  in  for  Easti 
that  I've  got  to  sell."  By  Easter,  mayb 
things  will  be  back  to  normal. 

Bij  Laurel  Toiibi/  hi  New  Yo 
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V^U,  they  have  their 


reasons. 


Reason  #3 

Kl&Y  invented  8U(J  service.  And  for  more  tlxin 
25  years,  we  have  continued  to  be  the  most 
creative  and  innovative  company  in  the  field. 

Reason  #7 

AT&T  800  Service  is  the  most  rehaf^le.  Period. 
We  have  long  understood  that  our  most 
important  job  is  to  make  sure  our  customers 
stay  in  touch  with  their  customers. 

Reason  #19 

Only  the  ATsT  Network  is  protected  by  our 
exclusive  FASTAR"  technology  If  an  acciden- 
tal cable  cut  interrupts  your  800  service, 
FASTAR  automatically  reconnects  you  with 
your  customers  in  minutes.  Our  nearest  com- 
petitor ma\'  lake  hours 

Reason  #36 

AT&T  has  128  wa\  s  to  route  each  800  call,  and 
on  average,  connects  calls  20%  faster  So  if  you 
use  AT&T  800  Service,  more  of  your  customers' 
800  calls  get  through  on  the  first  try® 

Reason  #54 

Our  nearest  competitor  is  twice 'd^  hkely  to 
have  a  network  outage.  Something  to  think 
about  if  you're  trusting  your  important  800 
calls  to  them.®  . 

Reason  #67 

AT&T  is  rerj' price  competitive.  If  (.)ur  competi- 
tors tell  you  that  they  are  anymore  than  a  few 
percentage  points  less  than  AT&T,  start  asking 
questions'  When  similar  services  and  calling 
plans  are  compared,  we're  right  there  with 
highly  competitive  prices. 

Reason  #82 

The  AT&T  Cable  Patrol  is  one  thousand  strong. 
People  who.se  job  it  is  to  walk,  drive  or  fly 
over  the  AT&T  Network  every  da\',  looking  for 
anything  that  could  threaten  the  physical 
.safety  of  our  network 


Reason  #103 

Every  A'l'&T  HOO  customer  is  entitled  to  have 
their  business  and  their  800  number  listed 
free  in  one  of  our  800  directories.  Over '! 
million  are  circulateil  to  consumers  and 
businesses  every  year 

Reason  #147 

AT&T's  Proactive  Serv  icing  means  we  cu)i- 
iVrt/i//)' monitor  your  ISOO  service,  and  notify 
you  it  we  find  your  customers  are  having  troii 
ble  reaching  you.  Even  if  the  jiroblem  is  unre- 
lated to  AT&r. 

Reason  #232 

The  new  t  minute  .Al&l'  HOO  Assurance 
Policy"  is  the  best  in  the  industry  Now.  if  a 
problem  prevents  you  from  getting  your  800 
calls,  AT&T  guarantees  to  reroute  those  calls- 
within  S  minutes  after  vour  request- to  any 
working  iihone,  anywhere.  And  our  customer 
service  representative  will  stay  on  the  line  with 
you  until  the  reroute  is  complete  and  you're 
back  in  touch  with  your  customers.*®® 

Reason  #287 

AT&T  has  the  tasiest  cill  (.onnection  perfor- 
mance and  the  highest  call  completion  rate, 
so  you're  less  likely  to  lose  customers  who 
give  up— or  call  a  competitor— if  they  don't 
get  through  (_|uickly,  or  on  the  first  try® 

Reason  #363 

AT&T  recognizes  we  have  certain  customers 
with  critical  800  serv  ice  ai:iplications  requir 
ing  even  higher  grades  of  service  than  stan 
dard  AT&T  800  Services.  AT&T  800  GOLD'" 
Service  is  our  premier  inbound  telecommiini 
cations  ofi'ering,  gi\  ing  customers  the  highest 
levels  ol  support,  service,  features  and 
lunctionalities 


Reason  #463 

All  S(JO  ol  the  Fortune  SUO  com|"ianies  choose 
to  do  business  with  AT&T,  a  vote  of  confidence 
we're  rcrv  proud  of.  And  thousands  of  busi- 
ness customers  are  signing  long-term  800 
service  contracts  with  us  to  maximize  the 
best  value  in  the  business. 

Reason  #474 

AT&T  has  the  largest  fiber  optic  netv\'ork,  with 
approximately  50"i.  more  route  miles  of  fiber 
facilities  than  our  nearest  competitor 

Reason  #573 

We  invented  .M&F  Ml'Ai.-XCOM'  800  Service  to 
better  meet  the  needs  of  high  volume  cus- 
tomers; and  .AT&T  800  READYLINE''  Service  to 
meet  the  needs  of  smaller  businesses. 

Reason  #628 

AT&T's  intelligence  tools  inckide  the  Telemar 
keting  Operations  Performance  Management 
System  (TOPMS).  It  allows  you  to  monitor  the 
status  of  all  your  call  centers  using  one  AT&T 
ACCUMASTER"-  Services  Workstation. 

Reason  #699 

AT&T  800  DETAIL  MANAGER  is  a  call  analysis 
tool  that  uncovers  the  critical  trends,  patterns 
and  market  intelligence  in  your  call  detail.  It 
pn.ivides  you  with  a  unit|ue  software  package 
that  lets  \()u  sort,  analvze  aiKl  clisplay  that 
data  d(.)Zens  of  (.lilfereni  wavson  vourown  PC. 

Reason  #761 

AT&T's  Call  Center  Consulting  Service  gives 
our  customers  expert  support  to  help  design 
the  most  profitable  tise  of  their  HOO 
applications 

Reason  #796 

A'l&T  .Advanced  Features  help  our  customers 
complete  more  calls,  serve  their  callers 
more  efficiently  and  solve  their  toughest  call 
handling  problems 


At  AT&T,  we  undersuiiid  how  impor  nicnl  to  oHc'i  iii^  tcatiiiv.s,  services  and  closest  eonipelitot",  better  than  three  to 

ant  an  800  .service  can  be  to  a  business,  solutions  that  are,  c|uite  simply,  the  one.  As  you  can  see,  witli  t^ood  reason, 

io  we  hope  this  long  list  of  reasons  best  in  the  business.  Today  businesses       For  more  hiforwation,  call  your 

lenionstrates  our  longstanding  cotntnit-  choose  Kl&l  800  Service  over  our  Accoinit  Exeaithv  or  1  800  222-0-iOO. 


\  T&T  Some  at  the  HOO  reasons  to  choose  AlklHOO  Service. 
\3\j\J  The  best  in  the  business. 


h  K  V  1  (  1. 


I  Based  on  Basic  800  Service  comparisons  2)  Outage  hours  probability  versus  MCI.  Bell  Labs  Study.  — —^^^^m  I  M^M  I 

V5/92- 12/31/92  3)  Process  varies  by  type  of  800  Service  4)  Pending  tariff  effectiveness  5)  Except  ^^^^^^^^S  ^^mm  \mmm 

ntrastate  Basic  800  Service  Does  not  apply  to  AT&T  Signature"'  800  Service  6)  AT&T  MEGACOIVI'S' 
too  Service  and  AT&T  800  GOLD^"  Service-Nodal  customers  w/ill  need  to  preplan  options 


HOLLYWOOD  I 


CRYING  ALL  THE  WAY 
TO  THE  OSCARS 


Mii^amax  is  in  box-office — and  critical — nirvana  with  The  Crying  Game 


The  Secret.  A  startling  twist  in  plot 
helped  turn  the  Irish  thriller  The 
Crying  Gcunc  into  a  hit  movie.  It 
may  also  have  had  something  to  do  with 
the  low-budget  flick's  getting  a  Best  Pic- 
ture nomination  for  the  Mar.  29  Acade- 
my Awards.  But  the  coup  that  The  Cry- 
ing Game  is  scoring  is  just  one  in  a 
string  of  successes  for  the  tiny  outfit 
that  brought  it  to  the  big  screen:  Mira- 
max Film  Corp. — a  I'i-year-old  company 
known  mostly  for  its  stable  of  foreign 
language  and  art  films. 

For  years,  Oscar  has  been  good  to 
Miramax,  a  private- 
ly held,  .$70  million- 
a-year  outfit  that 
won  Best  Foreign 
Film  awards  for  Me- 
diterraneo  last 
year,  Journeii  ot 
Hope  in  1991,'  and 
Ci n  e  )n  a  Pa  ra  d iso 
in  1990.  But  this 
yeai'.  the  six  Acade- 
my Award  nomina- 
tions snared  by  the 
The  Crying  Game 
have  catai)ulted  the 
New  York  company 
into  box-office  nirva- 
na. Just  since  the 
nominations.  the 
film  has  grossed  a 
heady  SlO.l  million, 
taking  it  to  a  $28 
million  gross  so  far. 
"You  have  to  ad- 
mire a  little  company  that  can  compete 
like  Miramax  has,"  says  Sherry  Lansing, 
chairman  of  Paramount  Pictures'  mo- 
tion-picture groujj. 

x-RATED  NOTORIETY.  Miramax,  however, 
has  long  l;>een  known  for  having  sharp 
elbows  in  the  corners.  Run  by  the  Wein- 
stein  brothers.  40-year-old  Harvey  and 
87-year-old  Bob,  it  hired  Harvard  Univer- 
sity lawyer  Alan  Dershowitz  in  1991, 
when  television  networks  wouldn't  air 
commercials  for  its  film  The  Pope  Must 
Die.  A  year  earlier,  it  signed  on  radical 
lawyer  William  M.  Kunstler  to  sue  the 
Motion  Picture  Association  of  America 
for  the  X-rating  it  gave  Miramax'  film 
Tie  Me  Up!  Tie  Me  Down!  Neither  chal- 
lenge worked,  and  the  rating  on  Tie  Me 
Up!  stayed.  But  the  publicity  made  both 
films  instant  cult  hits.  "We  looked  at 


those  legal  expenses  as  our  advertising 
budget,"  says  Harvey  Weinstein. 

With  most  of  its  films  catering  to  the 
art-house  market,  Miramax  rarely 
spends  more  than  $5  million  for  the 
rights  to  distribute  a  film.  But  that  has 
led  to  some  rousing  successes:  For  ex- 
ample, the  Weinsteins  paid  $1.1  million 
for  the  American  rights  to  sex.  lies  and 
videotape,  after  seeing  it  at  the  1989 
U.  S.  Film  Festival  in  Park  City,  Utah. 
The  film  went  on  to  gross  nearly  $25 
million.  More  recent  hits  have  included 
Madonna's  film  Truth  or  Dare  and  the 


along  with  two  apiece  that  Miramax  i 
ceived  for  Passion  Fish  and  Enchants 
Apnl,  are  certain  to  boost  the  comj: 
ny's  fortunes.  The  Crying  Game  alo: 
sliould  gross  at  least  $40  million,  even 
it  doesn't  win  the  Oscar.  Miramax'  rev 
nues  could  double,  to  $150  million,  tl 
year,  Harvey  Weinstein  says.  The  brot 
ers  decided  against  a  public  offering  tv 
years  ago,  but  he  says  they  may  no 
reconsider. 
UNLIKELY  BET.  Hollywood  is  a  long  w: 
from  Queens,  N.  Y.,  where  the  Wei 
steins  grew  up.  As  teenagers,  th^ 
haunted  the  local  Mayfair  Theatt 
watching  films  such  as  Francois  Tn 
faut's  The  400  Blows.  "We  were  teenaj 
boys,  and  we  thought  it  meant  som 
thing  entirely  different,"  recalls  Harv( 
Weinstein.  "But  we  got  hooked  on  filr 
by  Truffaut,  Bufiuel,  and  de  Broca." 

After  college,  the  two  bought  a 
crepit  movie  house  in  Buffalo  and  beg; 
showing  films  that  drew  a  collej 
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UP  FROM  ART  HOUSES:  MIRAMOOULS  BOB  AND  HARVEY  WEINSTEIN 


newly  opened  Strictly  Ballroom,  an 
Australian  comedy  that  the  company 
brought  to  the  U.  S.  for  $500,000.  It  has 
grossed  $750,000  in  its  first  three  weeks 
on  the  big  screen. 

Miramax  got  the  rights  to  The  Crying 
Game  when  the  film's  producers  ran  out 
of  money  and  most  of  the  rest  of  Holly- 
wood passed  on  it.  The  Weinsteins,  who 
had  distributed  director  Neil  Jordan's 
previous  film.  The  Miracle,  in  1991, 
plunked  down  $4  million  for  the  rights. 
Then  came  the  surprise:  After  Xew 
York  Times  reviewer  Vincent  Canby 
and  others  praised  the  film  without  re- 
vealing its  secret,  Miramax'  marketers 
seized  upon  it  in  advertisements  that 
claimed  the  movie  was  "the  nation's 
best-kept  secret." 

The  Crying  Game's  nominations, 


crowd.  With  the  profits,  they  began  bu 
ing  and  distributing  movies.  Their  fii- 
was  The  Secret  Policeman's  Otln 
Ball,  a  rock-music  comedy  thev  bouu 
in  1982  for  $180,000,  which  earned'  . 
million.  In  1988,  their  cleverly  market' 
film  The  Thin  Blue  Line,  a  stylish  doc 
mentary  about  a  wrongful  murder  cc 
viction,  became  a  news  sensation  ai 
helped  persuade  a  Texas  court  to  thn^ 
out  the  murder  conviction. 

As  for  The  Crying  Game,  even  H: 
vey  Weinstein  thinks  the  odds  on  v 
ning  an  Oscar  are  long.  Like  most  Holl 
wood  observers,  he's  putting  his  moii< 
on  Clint  Eastwood's  western,  L'nJ< 
given.  But  Weinstein  isn't  counting  o 
his  film  entirely.  After  all,  it's  got  tl 
secret. 

By  Ronald  Grorcr  in  Los  Ang( 
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"If  our  copiers  are  worldng, 
our  people  are  working." 


The  performance  of  your 
high-volume  copying  systems  is 
/ital  to  the  productivity  of  your 
)rganization. 

That's  why  we're  proud  to 
)ffer  The  Corporate  Line  of  highly 
productive  high-volume  copying 
lystems— copiers  uniquely 
jeated  for  the  demands  of  companies  like  yours. 

The  Corporate  Line,  featuring  the  NP  9800  and  our 
lew  NP  6060,  was  designed  for  durability  day  in  and  day 
)ut.  These  copiers  take  productivity  beyond  delivering  more 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handling  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  ten  years, 
America's  #1  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


>  1992  Canon  U.S.A.,  Inc. 


Canon 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
luxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  die  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

When  your  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


iBnLlAlkUUIBItM 


■ITED  BY  KEITH  H.  HAMMONDS 


SIN  ON  THE  CHEAP 

•vio  wonder  smokers  seem  sur- 
ier  than  usual  these  days.  The 
juzz  from  the  White  House 
las  federal  taxes  on  cigarettes 
leading  up-perhaps  by  as 
nuch  as  $2  a  pack.  Alcohol 
axes  may  be  hiked,  too,  to 
leip  pay  for  health  reforms, 
lonsumers  are  grumbling— 
)uf  while  state  taxes  have  risen, 
hey've  enjoyed  a  relatively 
!asy  ride  from  Washington. 


FEDERAL 
EXCISE 
TAXES 


I  '67  72  77 
CONSIANl  1992  DOLLARS 


DATA:  MERRILL  LYNCH  S  CO. 


IR  NABISCO  SPLITS 
)BACCO  AND  FOOD 


Fooci  anci  tobacco  are  bet- 
r  off  apart,  RJR  Nabisco 
hidings  has  concluded.  Hop- 
g  to  boost  its  anemic  stock 
■ice,  the  debt-heavy  con- 
omerate  announced  a  com- 
ex  share-restructuring  pro- 
isal  on  Mar.  2  that  would 
suit  in  separate  classes  of 
ock  tied  to  its  tobacco  and 
od  operations.  Both  will 
.y  modest  dividends,  the 
"St  since  RJR  was  taken  pri- 
tte  by  Kohlberg  Kravis 
3berts  in  1989. 
Since  food  stocks  attract 
latively  high  price-earnings 
ultiples,  R.JR  is  hoping  for 
itter  market  recognition  of 
•>  roster  of  Nabisco  crackers 
id  cookies.  Life  Savers,  and 
rey  Poupon  products.  But 
ith  the  Clinton  Administra- 
m  weighing  big  boosts  in 
?arette  taxes  to  help  pay 


for  health-care  reform,  isolat- 
ing the  tobacco  unit  could 
backfire. 


McDonnell  douglas 
settles  with  the  eeoc 


►  McDonnell  Douglas  paid 
$20.1  million  to  settle  the  sec- 
ond-largest age  discriinina- 
tion  case  ever  brought  by  the 
Equal  Employment  Opportu- 
nity Commission.  The  EEOC 
charged  that  the  aerospace 
giant  unfairly  targeted  work- 
ers above  age  55  when  it  re- 
duced employment  at  its  St. 
Louis  operations  in  1990  and 
1991.  McDonnell  will  now  pay 
$10  million  in  cash  to  900  old- 
er workers,  plus  an  addition- 
al $10.1  million  in  enhanced 
pension  benefits.  The  compa- 
ny also  will  give  200  new  jobs 
to  members  of  that  group. 


EYEBALL  TO  EYEBALL 
AT  NORTHWEST 


►  The  tough  talk  has  started 
at  Northwest  Airlines.  On 
Mar.  1,  the  carrier  proposed 
slashing  labor  costs  by  al- 
most $900  million  over  the 
next  three  years.  In  ex- 
change, it  would  give  work- 
ers 20%  of  equity  and  three 
board  seats.  Cash-strapped 
Northwest  demanded  accep- 
tance by  Mar.  10,  one  day  be- 
fore it  meets  with  its  bank- 
ers. Sources  close  to  the 
airline  insist  that  if  a  labor 
deal  isn't  concluded  by  then, 
a  Chapter  11  filing  may  be 
inevitable,  nwa's  unions  be- 
lieve the  offer  is  still  a  low- 


NOW,  IT'S  PEPSI-COLA,  THE  BUS 


Remember  when  needy  students 
painted  vw  beetles  with  rock  sta- 
tion ads  to  raise  cash?  Those 
moving  billboards  were  ahead  of 
their  time.  On  Mar.  1,  city  buses 
blanketed  with  a  single  adver- 
tisement began  navigating  the 
streets  of  San  Francisco.  A  new 
vinyl  material  covers  bus  win- 
dows— and  everything  else — 
while  letting  the  driver  and  pas- 
sengers see  out. 

An  eyesore  on  wheels,  some  complain.  But  such  ads  have 
been  done  in  Africa  and  Europe  for  years.  PepsiCo,  perhaps 
hoping  to  become  to  buses  what  Goodyear  is  to  the  blimp,  has 
contracted  for  one  year  to  shrink-wrap  or  paint  10  vehicles  in 
four  cities  with  ads  for  its  see-through  Crystal  Pepsi.  It  will 
pay  an  estimated  $900  a  month  per  bus,  three  times  the  cost  of 
traditional  sideboards.  And  the  response  among  most  bus  driv- 
ers and  riders  has  been  positive.  Well,  not  negative,  anyway. 
"At  least  it's  better  than  graffiti,"  says  one  downtown  rider. 


ball  deal.  They  expected  to 
win  30%  of  the  carrier's  equi- 
ty plus  a  veto  over  major 
strategic  moves,  such  as 
route  sales.  They  also  want  a 
commitment  to  debt  restruc- 
turing from  creditors,  and  no 
such  pledge  appears  likely. 


BANC  ONE  IS  STOOD 
IN  THE  CORNER 


►  Consider  it  a  very  light 
slap  on  the  wrist.  The  Feder- 
al Reserve  Board  on  Mar.  1 
approved  Banc  One's  $1.2  bil- 
lion acquisition  of  Valley  Na- 
tional Corp.,  giving  Banc  One 
the  largest  banking  franchise 
in  Arizona.  The  board  put 
aside  protests  from  activists 
and  the  city  of  Cleveland, 
who  asked  for  commitments 


to  greater  community  lend- 
ing before  the  deal  was 
granted.  But  the  Fed  also 
disclosed  that  Banc  One's 
Cleveland  affiliate  had  re- 
ceived a  preliminary  "needs 
to  improve"  rating  of  its  com- 
munity record  from  the  Of- 
fice of  the  Comptroller  of  the 
Currency.  The  rating  will  be 
considered  if  Banc  One  at- 
tempts future  acquisitions. 


DOROTHY  HAMILL 
BAILS  OUT  ICE  CAPADES 


►  Former  Olympic  champion 
Dorothy  Hamill  is  skating  to 
the  rescue  of  her  employer. 
Ice  Capades.  Hamill,  the  1976 
Olympic  figure-skating  gold 
niedalist,  said  on  Mar.  3  that 
her  company,  Dorothy  Hamill 
International,  has  agreed  to 
buy  the  ice  show  for  an  un- 
disclosed price.  The  deal  will 
close  in  May  or  June,  when 
control  of  Ice  Capade's  par- 
ent. International  Broadcast- 
ing Corp.,  passes  to  National 
Westminster  Bank  as  part  of 
a  bankruptcy  reorganization. 
Hamill  says  she  wants  to  "re- 
store the  luster"  of  the  ven- 
erable show,  emphasizing 
skating  skills  over  glitzy  cos- 
tumes. But  she  faces  heavy 
competition  from  other  skat- 
ing shows  featuring  more  re- 
cent champions. 
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INTEREST      IS  NOT 

IN     HOW     FAST    A  N 

Investment  Accelerates 

BUT     HOW    WELL  IT 

Performs    over  Time. 
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Time  not  timing.  That's  how  we  MAKE  our  INVESTMENT  DECISIONS.  While  others  •< 
might   have  an  EYE  for   a  QUICK  RETURN,   55  years  experience  has  taught  us  that   an  invest-  *^\ 

i 

ment  CONSTANTLY  NURTURED,  and  carefully  steered,  should  PAY  OFF  HANDSOMELY  i 
in  the  LONG  RUN.  Something  our  2.4  million  INDIVIDUAL  INVESTORS  and  over  200  INSTL 
TUTIONAL  CLIENTS  appreciate. 


A      T  I  M  K  -  H  O  N  O  R  E  n      T  R  A  n  I  T  I  O  N      IN      MONEY  MANAGEMENT 


PUTNAM 

INVESTMENTS 


BOSTON-LONDON-TOKYO 
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EDITED  BY  STEPHEN  H.  WILDSTROM 


S  THE  GOP  BICKERS,  CLINTON'S 
UDGET  STEAMROLLER  GAINS  SPEED 


I  veil  the  most  ardent  partisans  on  Capitol  Hill  admit 
I  that  Bill  Clinton  can  turn  on  the  charm.  On  Mar.  2,  dur- 
'I  ing  his  first  meeting  with  congressional  Republicans,  he 
jrised  House  Minority  Leader  Robert  H.  Michel  of  Illinois 
n  a  replica  of  a  1914  Chicago  Cubs  baseball  cap  and  a  red, 
te,  and  blue  70th  birthday  cake.  Clinton  felt  safe  enough  in 
den  of  enemies  to  let  Michel  have  the  knife, 
'he  President  can  afford  to  be  magnanimous:  After  a  cou- 
weeks  of  deft  maneuvering,  the  combination  of  Demo- 
;ic  unity  and  Republican  disorder  leaves  him  poised  to 

push  his  plan  through  Con- 
gress largely  unscathed.  "The 
configiu'ation  of  political  forces 
looks  pretty  good  for  Clinton," 
says  Carleton  College  political 
scientist  Steven  E.  Schier.  "He 
appears  to  be  schmoozing  his 
way  into  complete  dominance." 

Republicans  have  been  in  a 
bind  from  the  beginning.  They 
would  like  to  just  snipe  at 
Clinton's  plan  but  don't  want 
to  be  blamed  for  gridlock.  "To 
be  credible  with  your  criticism, 
you  have  to  have  something 
positive  to  point  to,"  says  one 
GOP  House  leadership  aide, 
u  can't  just  be  against  everything." 

lostly,  what  the  GOP  is  pointing  to  looks  a  bit  hoary.  For- 
•  Housing  Secretary  Jack  F.  Kemp  is  pushing  damn-the-def- 
tax  cuts.  Senator  Phil  Gramm  and  House  Republican  Cau- 
Chairman  Dick  Armey,  both  of  Texas,  want  a  combination 
deficit  targets  and  automatic  cuts.  Others  would  dodge 
tough  calls  with  spending  freezes. 

)emocrats  dismiss  these  schemes  as  Voodoo  II.  "It's  more  of 
same  flim-flam  that's  gotten  us  into  the  mess  we're  in," 
3  House  Democratic  Study  Group  Chairman  Mike  Synar 
Dkla.).  Sniffs  White  House  spokesman  George  Stephanopou- 
"It's  not  a  serious  proposal." 

)ther  Republicans  have  tried  to  fill  in  the  details.  Represen- 
ve  Porter  J.  Goss  (R-Fla.)  would  save  $191  billion  over  five 
i  rs  with  25  surgical  strikes,  including  elimination  of  the 
:  erconducting  Supercollider.  "It's  fair  for  [Clinton]  to  chal- 
^  ^e  us  to  come  up  with  something  we  think  is  better,"  says 
ator  Hank  Brown  (R-Colo.),  whose  plan  would  trim  the  def- 
by  $200  billion  more  than  Clinton's  five-year  plan.  "The 
erican  people  expect  you  to  present  alternatives." 
Vouble  is,  the  GOP  can't  come  up  with  a  single  list,  and  the 
lership  is  reluctant  to  back  cuts  in  child  nutrition,  educa- 
,  roads,  or  other  popular  programs.  Ranking  House  Budget 
rimittee  member  John  R.  Kasich  (R-Ohio)  is  uncertain 
^ther  his  budget  plan,  which  relies  entirely  on  spending 
5,  will  get  official  backing. 

laverick  Democrats  also  are  working  up  cuts  lists.  Most 
,  want  to  nibble  at  the  Clinton  plan,  mainly  to  beef  up  the 
ading  cuts— and  the  leadership  seems  prepared  to  go  along, 
we  lead  the  way  on  these  cuts,  I  have  no  doubt  the  Pres- 
it  will  support  us,"  says  Ohio  freshman  Eric  Fingerhut. 
'he  Republicans  are  learning  the  same  lesson  taught  the 


Democrats  in  198L  A  new  President  who  can  sell  the  public  on 
his  plans  can  i-un  rings  around  the  opposition.  Even  as  fervent 
a  foe  of  tax  hikes  as  Bill  Archer  of  Texas,  ranking  Republican 
on  the  House  Ways  &  Means  Committee,  has  been  reduced  to 
asking  Clinton  if  he  might  trim  proposed  tax  increases  by  one 
dollar  for  each  dollar  of  extra  spending  cuts. 

That's  just  another  sign  that  Clinton's  plan  is  rolling  on  Cap- 
itol Hill  and  is  likely  to  survive  a  crucial  test  vote  before  East- 
er. Unless  Republicans  get  their  act  together  soon,  its  momen- 
tum could  become  unstoppable. 

By  Richard  S.  Dunham,  with  Susan  B.  Gaiiand 


THE  FLAWS  IN  A 

MODEL  HEALTH-CARE  SYSTEM 


Tthe  task  force  led  by  Hillary  Rodham  Clinton  is  scram- 
l^ling  to  draft  a  plan  for  the  redesign  of  America's  health- 
care system,  and  "managed  competition"  is  the  No.  1 
buzzword,  with  "CalPERS"  a  close  second. 

The  giant  California  Public  Employee  Retirement  System 
runs  the  closest  thing  to  an  operating  model  of  managed 
competition:  a  giant  purchasing  group  picking  from  the  com- 
petitive bids  of  large  health-care  providers.  Over  the  past 
two  years,  CalPERS  has  enjoyed  spectacular  results,  holding  its 
premium  increase  to  6.1%  this  year  and  a  projected  1.4% 
next.  CalPERS  offers  "powerful  evidence  that  managed  compe- 
tition works,"  says  Stanford  University's  Alain  C.  Enthoven,  a 
consultant  to  the  White  House  health  team. 

But  there  may  be  less  here  than  meets  the  eye.  A  new 
study  by  the  Service  Employees  International  Union,  pre- 
sented to  Hillary  Clinton  on  Mar.  3,  contends  that  CalPERS' 
success  has  little  to  do  with  market  forces.  The  SEIU  research 
found  that  CalPERS  held  down 
costs  only  after  California's  fis- 
cal crisis  forced  a  tough  spend- 
ing cap  on  the  system.  Bud- 
geting, not  competition  among 
the  27  plans  that  cover 
CalPERS'  887,000  members,  ac- 
counted for  the  savings. 

The  finding  most  discourag- 
ing to  competition  advocates: 
CalPERS  members  failed  to 
choose  low-cost  plans  that 
rate  high  in  satisfaction  sur- 
veys. Only  5.7%  chose  such 
coverage,  while  54.2%  are  in 
plans  with  above-average  pre- 
miums. Surveys  show  that 


HILLARY  RODHAM  CLINTON 


only  25%  choose  a  plan  primarily  on  the  basis  of  cost.  The  re- 
sult: Until  the  state  put  CalPERS  on  a  strict  diet  in  1992, 
CalPERS  had  a  decade  of  premium  hikes  exceeding  9.8%  a 
year— above  the  national  average  of  9.4%. 

The  SETU  study  could  strengthen  the  hand  of  skeptics  inside 
the  White  House  health  team— led  by  Judith  Feder,  who  di- 
rected Clinton's  health  transition  team— who  insist  that  some 
form  of  cost  controls  is  imperative. 

By  Mike  McNamee 


NGTON  OUTLOOK 
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^Exactly  how  fast  i 
graphics  performa 
Image"  Series  PCs^ 


Let's  just  say  we  developed 
Image  Video'"  technology  expressly 
for  all  you  high-performance  speed 
demons  Fact  is,  we've  engineered 
our  Image'"  Series  PCs  with  a  power- 
^^^^  ful  combination 

of  our  second- 
generation  local 
bus  and  graphics 
accelerator,  allow- 
ing graphics  infor- 
mation to  travel 
directly  between 
the  CPU  and  video 
memory,  so 
Windows'"  IS  a  breeze  and  you 
can  sprint  through  today's  most 
demanding  graphics  applications 
Based  on  Intel's  powerful  486 
chip,  each  Image  Series  PC  has 
OverDrive'"  capability  for  easy 
processor  upgradability  An  on-board 
SCSI  II  interface  means  you  can 
quickly  connect  to  a  wide  variety 
of  peripherals.  And  with  our  new 
OptiBus'"  technology,  your  peripheral 
performance  is  up  to  30%  faster 
than  ordinary  systems  We've  even 
made  it  easier  for  you  to  network 


NEC  has  the 
ultimate  system 
for  graphics 
applications 
lightning-quick 
Image  Series  PCs 
with  integrated 
SCSI  II  interface, 
legendary  MultiSync 
FG  monitors,  and 
our  pioneering 
CD-ROM  readers 
with  Mult  I  Spin" 
technology 


your  PCs  with  an  optional  factory- 
integrated,  high-performance 
lOBaseT  Ethernet'"  adapter. 

Plus,  every  Image  Series  PC  is 
designed  with  True  Color  support  of 
up  to  16  8  million  colors  for  photo- 
realistic images,  as  well  as  our 
exclusive  ImageSync'"  technology 
for  flawless  performance  when 
connected  to  our  award-winning 


MultiSync*  FG  "  series  monitors 
result?  Clear,  flicker-free  imag 
without  any  adjusting. 

So  call  1-800-NEC-INFO 
Canada.  1-800-343-4418),  or  N 
FastFacts'"  at  1-800-366-0476 
IMAGE)  Then  hold  on  to  your  spc 


Because  ^  is  the  way  you  want  to 


of  NEC's 


Hternational  Business 


JAPAN  I 


THE  MAN  WHO 
MUST  JOLT  JAPAN 


LDP  policy  giiru  Mitsuzuka  plans  a  spending  spree 


iroshi  Mitsuzuka's  favorite  anti- 
dote for  stress  is  to  pick  up  the 
wooden  kendo  sword  resting  in  a 
corner  of  his  Tokyo  office  and  to  rip  it 
through  the  air  at  imaginary  foes.  It's 
coming  in  handy  these  days  as  pressure 
mounts  on  Mitsuzuka  to  concoct  a  cure 
for  Japan's  ailing  economy. 

Chairman  since  December  of  the  Lib- 
eral Democratic  Party's  elite  Policy  Af- 
fairs Research  Council,  the  65-year-old 
Mitsuzuka  is  the  ruling  party's  top  poli- 
cy aide  and  its  third-most-powerful  politi- 
cian behind  Prime  Minister  Kiichi 
Miyazawa  and  LDP  Secretary-General 
Seiroku  Kajiyama.  He  is  also  the  ruling 
party's  architect  of  a  plan  to  jolt  Japan 
out  of  its  worst  recession  since  the 
1970s.  \\\  a  rare  interview  in  his  spacious 
wood-paneled  office,  Mitsuzuka  hints 
that  his  recovery  package,  to  be  unveiled 
next  month  and  enacted  in  time  for  Ju- 
ly's Group  of  Seven  economic  summit  in 
Tokyo,  will  exceed  the  S91  billion  stimu- 
lus package  Miyazawa  unveiled  last  fall. 

If,  as  many  analysts  expect,  it  delivers 
a  one-two  punch  of  business  tax  breaks 
and  public-works  spending  over  18 
months,  Mitsuzuka's  plan  may  raise 
gross  domestic  product  growth  to  a  4/!- 
a-year  clip  by  late  1994.  "We  have  prom- 
ised America  we  will  sustain  average 
annual  growth  of  3.5'',"  he  says,  puff- 
ing a  Virginia  Slims.  "It's  with  that  in 
mind  tliat  I  took  this  job." 
SMITTEN.  Few  seem  better  suited  for  the 
task.  Born  in  a  farming  community  in 
the  northern  prefecture  of  Miyagi,  Mit- 
suzuka studied  veterinary  medicine 
before  switching  to  law  at  Tokyo's 
Waseda  University.  That's  where 
he  was  smitten  by  politics.  He 
joined  the  debating  club  that 
launched  the  careers  of  Prime  Min- 
isters Noboru  Takeshita  and  To- 
shiki  Kaifu  and,  after  graduating, 
went  to  work  as  secretary  to  an 
LDP  Diet  member.  He  won  election 
to  the  Lower  House  in  1972. 

Now  in  his  eighth  consecutive 
term,  Mitsuzuka  earns  respect  as 
one  of  Japan's  most  cunning  and 
pragmatic  politicians.  A  mastery  of 
pork-barrel  spending  has  helped: 
Mitsuzuka  brought  a  subway  to 


Sendai,  his  district's 
main  city.  But  he  is 
also  the  only  eight- 
termer  to  have  headed 
three  major  min- 
istries— International 
Trade  &  Industry, 
Foreign  Affairs,  and 
Transportation — and 
serve  twice  as  Policy 
Affairs  chief. 

Mitsuzuka  showed 
his  determination  in  a 
tough,  five-year  push 
that  privatized  Japan 
National  Railways  in 
1987.  Now,  he's  at- 
tacking the  slumping 
economy  with  equal 
grit.  Although  it's  con- 
sidered impolitic  to  start  official  discus- 
sions of  a  supplemental  budget  until  the 
Diet's  Upper  House  has  passed  the  gov- 
ernment's primary  spending  plan  for  the 
coming  fiscal  year,  Mitsuzuka  is  lofting 
trial  balloons  (table).  These  include  the 
first  $17  billion  of  a  S280  billion  national 
fiber-optic  communications  grid,  as  well 
as  tax  breaks  and  subsidies  to  encour- 
age midsize  and  small  businesses  to  en- 
ter the  environmental  protection  and  ro- 
botics industries. 

The  economy  clearly  could  use  he)]). 
Miyazawa's  1992  fiscal  stimulus  package 
has  failed  to  stir  consumer  confidence. 
And  mounting  Japanese  trade  surpluses 
are  drawing  howls  of  protest  around  the 
world.   Nonetheless,   Finance  Ministrv 
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A  NEW  RECOVERY 
PACKAGE  FOR  JAPAN 

►  More  than  $91  billion 

►  Big  increase  in  public-works  spending 

►  Tax  breaks  to  spur  home  buying 

►  Tax  incentives  for  small  business 

►  More  government  bond  sales 

►  Increased  borrowing  from  postal  savings 
and  social  security  plans 


DATA:  BUSINESS  WEEK 


bureaucrats,  ideologically  against  defic 
spending  and  already  grappling  with  d" 
clining  tax  revenues,  are  fighting  a  b 
spending  boost.  They're  likely  to  lose 
recent  weeks,  Mitsuzuka  has  quiet 
leaned  on  finance  and  tax  officials 
begin  priming  Japan's  pump.  "He's  go(, 
at  manipulating  bureaucrats,"  acknow 
edges  Takao  Toshikawa,  editor  of  Toki 
hifiideline,  a  leading  political  tipsheet. 
BAD  PRESS.  Despite  Mitsuzuka's  politic 
skills,  (observers  still  hold  that  he  lacl 
the  heft  to  become  Prime  Minister  som 
day.  Also  handicapping  Mitsuzuka  is  tl 
whiff  of  scandal  that  many  sources  ssc 
surrounds  him.  Mitsuzuka  has  been  tl 
subject  of  numerous  newspaper  stori( 
alleging  illegal  political  financing  and  i 
timidation.  He  filed  several  libel  suits 
response,  dropping  some  of  them,  an- 
after  authorities  raised  questions,  adm: 
ting  submitting  one  erroneous  campaig 
contribution  report.  He  filed  an  amende 
report,  and  he  denies  any  improprietie 
Rather  than  seek  the  Prime  Minister 
job,  many  observers  believe  Mitsuzul 
will  next  go  after  the  LDP's  No.  2  pes 
secretary-general.  That  would  give  hi 
full  access  to  the  party's  levers  of  co 
trol.  Is  he  interested'.'  "I  just  want  to  c 
the  jobs  that  are  given  to  me,"  he  i 
sists.  With  Japan's  economy  totterin: 
that's  more  than  enough  for  this  vetera|; 
politician  to  handle. 

By  Robert  Xejf  in  Toki 
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HARD  U-TURN 

fVW  

w  CEO  Piech  is  reversing  the 
ng  carmaker's  growth  strategy 


M 


hen  Volkswagen's  new  chief 
executive,  Ferdinand  Piech, 
V  W  toured  the  strategic  planning 
^artment  at  the  company's  Wolfsburg 
dquarters  in  January,  he  asked  a  sec- 
1  leader  how  many  people  worked 
re.  Eighty-nine,  came  the  answer, 
lat's  one  'nine'  too  many,"  Piech  re- 
rked  casually.  Contemplating  a  107< 
,  the  section  leader  breathed  a  sigh  of 
ef.  But  it  soon  turned  into  a  gasp  of 
ror  when  he  realized  that  Piech 
mt  the  manager  would  be  left  with  a 
ff  of  only  8,  not  80. 
ince  he  took  the  wheel  at  sputtering 
on  Jan.  1,  Piech  has  been  struggling 
^et  Europe's  biggest  auto  maker  back 
the  road.  His  predecessor,  Carl  H. 
m,  pursued  an  expansion  strategy 
le  other  key  carmakers  were  slim- 
ig  down.  Now,  faced  with  an  urgent 
d  to  make  vw  more  competitive,  the 
^ear-old  former  chief  of  vw's  Audi 
t  has  reversed 
hn's  strategy — and 
n  some.  Piech  has  al- 
dy  trimmed  1993  in- 
tment  outlays  by  a 
•d,  to  $3.7  billion.  On 
i  are  plans  to  qua- 
ple  capacity  at  vw's 
billion  Zwickau  plant 
east  Germany.  In 
uary,  he  won  union 
king  to  cut  the  Ger- 
n  work  force  by 
";00,  to  106,000,  bv 
S. 

:ky  task.  Nor  will 
±  limit  cutbacks  to 
rank  and  file.  Many 
lect  an  executive 
)dbath  at  a  Mar.  16 
,rd  of  supervisors 
?ting.  Insiders  say  it 
claim  key  execu- 
;s  in  finance  and 
rations. 

iUt  Piech's  trickiest 
V  will  be  reversing 
it  has  become  a  curi- 

phenomenon  at  the 

billion  company:  The 
•e  cars  it  sells,  the 
•e  money  it  seems  to 
!.  "The  1980s  was  the 
ade  of  volume.  The 
.  is  for  profit,"  says 
liel  Goeudevert, 


VW'S  UNIONS  AGREED  TO  CUTS  OF  12,SOO  IN  THE  GERMAN  WORK  FORCE,  TO  106,000 
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PIECH  IS  SET  FOR  A  BLOODBATH 
IN  THE  EXECUTIVE  SUITE 
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Piech's  deputy.  Even  so,  vw  is  off  to  an 
inauspicious  start.  It  fell  into  as  yet  un- 
disclosed losses  in  1992's  final  quarter. 
Analysts  expect  the  company  to  post  a 
loss  this  year  (chart).  VW  declines  to 
comment. 

Such  woes  belie  vw's  strong  market 
position.  Last  year,  its  share  of  the  West 
European  market  rose  a  percentage 
point,  to  17.57'.  That  put  it  far  ahead  of 
No.  2  GM  Europe,  which 
logs  in  at  a  12.6%  share. 
Last  year,  vw  sold  3.5 
million  cars. 

So  why  the  red  ink? 
For  one  reason,  vw  has 
the  highest  costs  and 
lowest  productivity 
among  Europe's  volume 
carmakers.  By  some  es- 
timates, it  needs  to  op- 
erate its  giant  assembly 
plant  at  Wolfsburg  at 
96'^'  of  capacity  to  turn 
a  profit.  "Wolfsburg  is 
a  vast  industrial  dino- 
saur," says  Daniel  T. 
Jones,  a  professor  at 
the  Cardiff  Business 
School  in  Wales.  "It 
is  a  huge  bureaucracy 
and  an  unmanageable 
complex." 

Piech  is  out  to  change 
that — and  not  just  at 
Wolfsburg  but  through- 
out vw.  Handing  out 
pink  slips  could  eventu- 
ally cut  vw's  labor  bill 
by  $1.1  billion.  For  parts 
and  components,  VW, 
like  General  Motors 
Corp.,  has  traditionally 
relied  on  a  huge  and 
costly  in-house  produc- 
tion.  But  now  Piech 


'92 


'93 


wants  to  lower  costs  by  making  more 
use  of  outside  suppliers  and  asking 
them  personally  to  shave  prices  by  at 
least  57'. 

But  such  steps  won't  be  enough  by 
themselves.  Piech  will  have  to  figure  out 
a  way  to  overcome  the  triple  whammy 
that  vw  now  faces.  For  starters,  German 
demand,  once  robust,  is  down  20%  from 
last  year.  Second,  the  soaring  mark  is 
increasing  vw's  cost  disadvantage.  And 
in  the  more  profitable  market  for  mid- 
range  cars,  competitors  are  launching  an 
avalanche  of  new  products,  such  as  Ford 
Motor  Co.'s  Moncleo,  to  challenge  VW's 
Passat. 

RECRUITING  DRIVE.  Even  so,  industry  an- 
alysts seem  to  be  confident  about  pros- 
pects for  the  Austrian-born  Piech,  whose 
grandfather,  Ferdinand  Porsche,  put  VW 
in  the  big  leagues  by  designing  its  leg- 
endary "Beetle."  Piech  is  already  work- 
ing on  long-range  improvements  in  the 
company,  such  as  changing  its  corporate 
culture  by  recruiting  top  talent  from  his 
competitors. 

Piech  will  have  to  tighten  production 
and  quality  at  VW's  plants — a  task  he 
pulled  off  as  head  of  Audi.  But  at  VW, 
Piech  is  stuck  with  some  of  Hahn's  ques- 
tionable management  moves,  such  as  us- 
ing dated  technologies.  Changing  that 
will  require  severe  measures,  but  many 
believe  Piech  is  up  to  the  task.  For  relax- 
ation, he  likes  to  push  high-performance 
cars  to  their  limit.  And  his  independent 
wealth  gives  him  the  freedom  to  take 
unpopular  steps  fearlessly.  "He  certain- 
ly doesn't  suffer  heart-searching  doubts 
when  he  has  to  make  tough  decisions," 
says  the  chief  executive  of  a  rival  Ger- 
man auto  company.  That  just  may  be 
what  VW  needs  to  shake  it  out  of  its 
complacency. 

Bt/  John  Templeman  in  Genera,  with 
Gail  E.  Schares  in  Bonn 
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^  ^EING  ON  TIME 
IN  OMAHA 
IS  CHILD'S  PLAY. 
^Wi  BEING  ON  TIME 
IN  16TH  CENTURY 
EUROPE. 


lENDING   YOUR    PACKAGE  TO 


Omaha  is  a  breeze  compared 
TO  destinations  like  Venice. 
Budapest  or  Minsk. Places 
where  the  whole  idea  of  relia- 
bility can  be  totally  foreign. 

THATS  why  at  DHL.  WE  HAVE 
our  own  local  people  WHO 
PRE-CLEAR  PACKAGES  THROUGH 
customs  ELECTRONICALLY.  AN 
INNOVATION  THAT'S  WELCOME  IN 
ANY  CENTURY.   1  -  800- C  A  L L- D H  L . 


WORLOWlOe  EXPRESS  " 

VJE'LL    TAKE  IT  FROM  HERE 


ternational  Outloo 


EDITED  BY  STANLEY  REED 


>ARIS  BRACES 

:0R  THE  RIGHT  OF  SPRING 


L 


ast  month's  proposal  by  French  Sociahst  leader  Michel 
Rocard  to  kill  ofl'  his  party— following  its  expected  rout  in 
parliamentary  elections  on  Mar.  21  and  28— seemed  at 
'st  like  campaign  suicide.  Instead,  the  ex-Prime  Minister's 
)ig  bang,"  as  the  French  call  it,  is  proving  a  shot  in  the  arm 
r  France's  beleaguered  left.  Although  his  own  seat  is  in 
inger,  centrists,  greens,  and  Socialists  are  flocking  to  his  plan 
1  forge  a  new  moderate  party,  which  Rocard  hojies  can  win 
m  France's  presidency  when  Socialist  Francois  Mitterrand 
eps  down  in  1995. 

But  Rocard's  ploy  won't  he  enough  to  stop  this  month's  con- 
irvative  tide.  Polls  still  show  the 
ght  winning  up  to  80%  of  parlia- 
entary  seats.  Voters  are  tired  of 
icession  and  financial  scandals- 
id  of  the  76-year-old  Mitterrand, 
is  12-year  tenure  now  tops  that 
■  every  postwar  Western  European 
ader  except  Germany's  Konrad 
denauer.  Although  the  conserva- 
ves  have  little  new  to  offer,  except 
rivatizing  state  companies,  the 
rench  hunger  for  change  as  Amer- 
ans  did  last  fall. 

MESSY  BRAWL?  What  they  may 
3t  instead  is  two  years  of  political 
itrigue.  On  the  left,  Rocard  will  be  politicking  to  build  his 
3w  party.  As  for  the  conservative  Prime  Minister  who  takes 
/er  in  April— probably  Gaullist  Edouard  Balladur,  possibly 
jnter-rightist  Fran(;ois  Leotard— he'll  be  sparring  for  power 
ith  Mitterrand.  Their  fight  may  be  messier  than  the  1986-88 
ohabitation"  between  Socialist  President  and  conservative 
rime  Minister.  This  time,  conservatives  should  have  gi'eatei' 
arliamentary  weight  to  throw  around.  Already,  they're  de- 
landing  a  voice  in  foreign  policy,  traditionally  the  Presi- 
ent's  preserve. 

A  power  struggle  isn't  what  France  needs— with  its  econo- 
ly  weak  and  budget  deficits  soaring.  "I'm  afraid  the  tough  de- 


cisions won't  get  made,"  says  economist  Eric  Taze-Bernard  of 
Banque  Indosuez.  Unemployment  is  at  10.5%  and  rising.  Even 
without  politics,  the  conservatives'  margin  for  maneuver  is 
slim.  For  example,  they  want  to  raise  up  to  $10  billion  a 
year  for  deficit  reduction  and  priming  the  pump.  To  get  the 
money,  the  right  wants  to  privatize  the  dozen  big  state  com- 
panies it  failed  to  sell  last  time.  Tliey'll  stall  with  insurers  AGF 
and  HAP,  and  Banque  Nationale  de  Paris.  But  many  l)ig  outfits, 
such  as  Renault,  Thomson,  and  Credit  Lyonnais,  will  probal)ly 
have  to  wait  because  the  market  is  weak.  The  right  also 
promises  tax  cuts  for  small  business  and  wants  more  labor 
flexibility.  But  if  conservatives  press 
too  hard  on  work  rules,  many  fear  that 
labor  unions,  docile  under  their  Social- 
ist allies,  will  touch  off  widespread 
strikes  as  they  did  in  1986. 
MANY  DOUBTERS.  The  most  pressing 
and  controversial  is.sue  of  all  is  the 
franc.  To  boost  sagging  exports  and 
cut  interest  rates,  nationalistic  Gaul- 
lists  and  some  unions  want  the  new 
government  to  devalue  the  currency. 
Balladur  vows  to  ])reserve  the  franc's 
cuiTent  level  against  the  German  mark 
as  a  key  to  France's  long-term  com- 
petitiveness. But  money  managers 
doubt  his  resolve,  noting  that  he  devalued  the  franc  twice  in 
an  earlier  stint  as  finance  minister.  Balladur  also  wants  to  re- 
move the  franc  once  and  for  all  from  the  political  stage  by 
granting  independence  to  the  Banque  de  France,  the  nation's 
centi'al  bank. 

The  political  confusion  is  sure  to  percolate  beyond  the 
March  elections.  The  much  bigger  prize  is  the  presidency,  in 
1995.  The  pitfalls  are  so  great  for  France's  conservatives  that 
some  fear  governing  may  prove  a  trap,  letting  the  left  return 
in  two  years— as  happened  in  1988.  That,  of  course,  is  what 
Rocard's  "big  bang"  is  all  about. 

By  Stewart  Toy  in  Pfuis 
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COUP  BY  YELTSIN? 


Embattled  Russian  leader  Boris  N. 
Yeltsin  is  threatening  "extreme 
measures"  to  get  his  reforms  back  on 
track.  He  may  pounce  on  his  oppo- 
nents in  mid-March  with  a  power  bid 
to  rule  by  presidential  decree.  Such  a 
move  would  allow  him  to  bypass  the 
Congress  of  People's  Deputies.  This 
parliament— a  holdover  from  the  for- 
mer Soviet  Union— has  been  thwart- 
ing Yeltsin's  efforts  to  pass  laws  on 
everything  from  property  rights  to 
budgetary  restraints. 

If  he  gains  such  power,  the  theory  is 
that  Yelstin  will  push  for  a  new  Rus- 
sian Constitution  that  replaces  the  cur- 


rent Parliament  with  a  more  demo- 
cratic one.  Yeltsin  may  also  free  the 
Russian  Central  Bank  from  legislative 
control,  so  it  could  take  a  tougher  line 
on  monetary  policy. 

At  present,  it  is  virtually  impossible 
for  Yeltsin  to  get  the  Parliament  to 
back  him  in  a  vote.  Endless  squabbles 
with  the  conservative  legislature  are 
eroding  Yeltsin's  popularity.  The  polit- 
ical uncertainty  helped  knock  the  ruble 
to  a  recent  record  low  of  649  to  the 
dollar,  despite  heavy  central  bank 
intervention.  So,  .some  observers  think 
Yeltsin  may  move  during  a  special  leg- 
islative session  scheduled  for  Mar.  10. 
Yeltsin's  former  acting  Prime  Minis- 
ter, Yegor  T.  Gaidar,  recently  warned 


in  New  York  that  a  critical  political 
event  is  likely  to  occur  at  the  congi'es- 
sional  confab.  And  top  Russian  gener- 
als are  reportedly  pushing  Yeltsin  to 
break  the  parliamentary  deadlock. 

JORDAN  PROSPERS  

Conventional  wisdom  had  it  that  Jor- 
dan's economy  would  Ije  devastated 
by  the  demise  of  Iraq,  its  main  trading 
partner.  But  the  Hashemite  Kingdom  is 
thriving  instead.  Its  economy  gi-ew  at 
an  extraordinary  11.5%  last  year- 
thanks  largely  to  spending  and  invest- 
ment by  300,000  Palestinian  refugees 
from  Kuwait  and  other  Persian  Gulf 
countries.  The  booming  Amman  stock 
market  was  up  28%  last  year. 
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The  kitchen  sini 


OurT4500C  features  an  LCD  I M  active  matrix  color 
screen  that  can  display  a  kaleidoscope  of  256  simtil- 
taneous  colors  from  a  palette  of  185, 193.  OurT4500 
offers  a  large,  bright,  easy-to-read  9.5"  VGA  display 
with  640x480  resolution  and  17:1  contrast  ratio. 


If  you're  getting  the  feeling  theT4500  series 
represents  a  new  standard  in  business  notebook 
computing,  you're  right. 


A  150-pin  expansion  port  lets  you  attach  a  SCSI 
adapter  to  the  notebook.  Or  lets  you  attach  the  note- 
book to  our  Desk  Station  FV,  providing  true  desktop 
capabilities  in  your  office. 


System  control  hotkeys  save  time  by  allowing  you  to 
quickly  change  your  display  setting,  power  management 
security  status,  etc.,  without  having  to  call  up  menus, 


A  generous  4MB  RAM  standard 
expandable  to  20MB.  ' 


Our  award-winning  keyboard  features 
standard -sized  keys  and  key  spacing. 


TheT4500  series'  advanced  20MHz  i486'"SX 
processor  makes  any  386  seem  like  a  tortoise.  In 
fact,  tests  reveal  it's  up  to  two  and  a  half  times 
faster  than  many  386-based  notebooks. 


TheT4500C  comes  with  a  120MB  hard 
drive  and  ourT4500  comes  with  a  choice  of  an 
80MB  or  120MB  hard  drive.  


1^ 


3.3-volt  chip  technology  decreases  power 
drain  by  as  much  as  25%,  while  adding  up  to 
27%  more  battery  life. 


INTRODUCING    T  H 


iCj  194  3  Tushiba  Arr 


1  inside  iotjo  and  (486  j 


^demarks  of  Inrel  Corporation  All  products  indicated  by  t 


irk  symbol  are  trademarked  and/or  registered  by  their  respect 


ONAL. 


'45O0Cs  dimensions:  11.7"Wx8.3"Dx  2.0"H. 
'4500s  dimensions:  11.7"W  x  8.3"D  x  1.8"H. 
fit  into  half  of  a  briefcase. 


AutoResume  lets  you  start  where  you  left  off 
without  rebooting  and  automatically  saves  your 
material  when  you  turn  the  power  olf. 


Our  Quick  Charge  capabilities  allow  you  to 
charge  the  battery  while  youre  working. 


Featuring  AutoResume,  AutoSave,  Advanced 
Power  Management,  and  CPU  Sleep  Mode,  our 
MaxTime  "power  man^ement  system  helps  you 
get  the  maximum  out  of  every  battery  charge. 


Quickread  LCD  status  icons  allow  you  to  check  a  host 
of  functions  (including  remaining  battery  time,  key- 
board status,  and  power-saving  mode)  at  a  glance. 


Windows^  3.1  and  DOS"  5.0  with 
Ultrafont'come  pre-installed. 


An  industry-standard  PCMCIA  2.0  slot  accepts 
removable  hard  drives,  data/fax  modems,  net- 
work adapters,  and  other  expansion  options. 


The  BallPoint""  mouse 
connects  directly  to 
the  computer  through 
a  unique  "one  touch" 
QuickPort  ,"so  there's  no 
cord  to  get  in  your  way 


A  front-loading  floppy  drive 
provides  easy  access. 


Both  theT4500  and  theT4500C 
weigh  in  at  about  6.5  lbs. 


TheT4500featiiraa 
Lirf^e.  easy-to-read  9,5" 
mon<xhrorne  screen 


Tests  reveal  that  the  3  3-t'o/t 
2OMH7  i48b~SX  tnocessor 
IS  up  to  two  and  a  half 
ames  faster  than  many 
386-based  notebooks. 


You  can  call  real-live 
Toshiba  techniaans  toll-free 
for  complete  product  support 


In  Touch  with  Tomorrow 

TOSHIBA 

1-800-457-7777 


S  H  I  B  A    T  4  5  0  0    S  E  R  I  E  S 
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CONSUMER  PRODUCTS  I 


CAMPBELL:  NOW 
IT'S  M-M-GLOBAL 


The  growth  potential  is  abroad,  where  competition  is  intense 


When  aciiuisition-minded  Camp- 
l)ell  Soup  Chief  Executive  Da- 
vifl  W.  Johnson  sel  his  sights 
on  Australia's  Arnotts  Ltd.  last  year, 
he  figured  the  two  companies  were  a 
natural  fit.  The  $485  million-a-year  cook- 
ie maker  was  a  household  name  through- 
out Australia,  and  the  Australian-born 
Johnson  knew  its  wares  well.  But  he 
Ijelieved  the  company  could  still  benefit 
from  Campbell's  marketing  sawy.  Better 
yet,  Campbell  already  owned  one-third 
of  Arnotts'  stock— a  purchase  dating 


back  U)  1985.  Arnotts  was  even  i-un  by  a 
Campbell  veteran. 

Unfortunately  for  Cami^bell,  Arnotts' 
management  didn't  quite  share  John- 
son's enthusiasm  for  the  intended  nup- 
tials. What  followed  was  a  painful,  cost- 
ly four-month  struggle.  Along  the  way, 
Johnson  and  Campbell  were  vilified  in 
the  local  press,  which  painted  the  com- 
pany as  an  ugly  American.  It  wasn't  un- 
til February  that  Johnson  prevailed, 
boosting  Campbell's  stake  in  Arnotts  to 
58%,  at  a  cost  of  more  than  $200  million. 


The  cheruliic  Campbell's  Kids  as  bari 
knuckled  brawlers?  The  company  whos 
ubi(juitous  red-and-white  cans  are  an  ei 
dui-ing  symbol  of  Americana— a  mul 
national  marauder?  It  may  seem  liV 
miscasting,  but  the  Camden  (N.J.)  con 
pany  sees  its  future  a  lot  different! 
these  days.  Strapped  for  growth  in  staj 
nant  domestic  mai'kets,  Campbell  is  bei 
on  foreign  conquest.  And  Johnson  saj 
he  is  determined  to  turn  the  insuk 
American  corporation  into  a  global  fore 
in  food. 

TOUGH  SELL.  Johnson's  agenda  is  clearl 
ainbitious.  By  2000,  he  wants  no  let 
than  half  of  Campbell's  revenues,  whic 
ai)proached  $6.3  billion  in  fiscal  1992,  t 
i  nme  fi-om  outside  the  U.  S.  That'll  tak 
some  doing,  since  foreign  sales  now  ai- 
count  for  less  than  26%  of  revenues,  vi  " 
tually  the  same  as  four  years  ago.  Stil' 
•lohnson  is  mounting  an  aggressive  push 
Already,  Campbell  soup  is  being  shippe  i 
to  Asia.  In  Western  Europe,  its  Peppif 
ridge  Farm  cookies,  renamed  Biscuits 
Maison  to  appeal  to  Continental  palate  >■ 
are  fast  gaining  a  following.  "1  tell  on 
people,  'Carpe  Futurum!  Seize  the  Fis 
ture!""  the  ebullient  marketer  says.  "Thir 
w(;rld  awaits  us,  and  we  have  taken  thi 
initiative."  )i 

Actually,  it's  far  from  clear  that  th'i 
world  is  waiting  for, Campbell.  Prepare; 
food  may  be  the  toughest  product  t 
sell  overseas.  It  isn't  as  universal  or  a 
easily  marketed  as,  say,  soap,  cigarette; 
or  soda,  which  have  allowed  such  d(- 
mestic  players  as  Procter  &  GambI 
Philip  Morris,  and  Coca-Cola  to  expa 
abroad.  "Food  does  not  necessarily  trai 
el  as  well.  There's  more  regional  tast  ] 
involved,"  says  analyst  John  McMillin  ( s 
Prudential  Securities  Inc.  "i 

Nor  can  Campbell  really  be  said  tl' 
have  taken  the  initiative.  If  anything  i 
Campbell  is  a  Johnny-come-lately  to  tha 
global  scene.  Big  competitors,  notabl  t 
CPC  International  Inc.  and  H.J.  Heinit 
Co.,  have  already  built  healthy  marker 
shares  abroad.  CPC  has  establishen 
brands,  such  as  Knorr  powdered  soup.'ii 
in  most  of  the  foreign  markets  Campbcir 
is  aiming  for:  Last  year,  60%  of  CPC 
$6.6  billion  in  sales  originated  outsids 
North  America.  In  contrast,  Campbea 
never  had  a  truly  global  plan.  One  of  thia 
company's  biggest  overseas  venture:! 
the  $400  million  acquisition  of  Britain' ij, 
Freshbake  Foods  Group  PLC  in  198! n 
was  disappointing.  Freshbake  product  Ji 
lacked  brand  appeal  and  didn't  excit  o 
British  consumers.  ir 
Johnson  doesn't  have  much  choice  bijj 
to  try  to  take  Camjibell  global.  Camjli 
bell's  sales  have  hit  a  ceiling  in  the  U. fin 
Canned  soup,  the  company's  mainsta;,?: 
has  been  losing  ground  to  fresh  and  fr( 
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.CAMPBELL  IS  COOKING 
FOR  FOREIGN  TASTES 

POLAND  Introduced  eight  varieties  of 
condensed  zupa  last  September,  includ- 
ing the  mainstay  chicken  noodle.  Next  is 
a  local  dish,  Haki,  a  peppery  tripe  soup. 

CHINA  Swanson  brand  watercress  and 
duck-gizzard  soup  is  now  available  in 
Guangdong  Province.  Other  products 
include  scallop  broth,  rodish-ond-corrot 
soup,  and  pork,  fig,  and  date  soup. 


ARGENTINA  Began  selling  nine  varie- 
ties last  July.  Argentines  shun  chicken 
noodle  but  line  up  for  split  pea  with  ham. 
Six  more  varieties  will  be  added  this  year 

AUSTRALIA  After  buying  control  of  the 
country's  biggest  cookie  maker,  plans  to 
spread  Arnotts  brand  into  Asian  markets. 

MEXICO  Here  since  the  1960s,  now 
stepping  up  effort  with  items  such  as 
Creama  de  Chile  Poblono  soup. 
Pepperidge  Farm  cookies  with  Spanish 
labels  will  be  available  later  this  year. 


"SSatoENTIM  SECURITIES  INC, 


n  foods,  which  are  more  in  tune  with 
day's  health-conscious  marketplace.  At 
e  same  time,  Campbell's  other  prod- 
ts,  such  as  Swanson  frozen  foods  and 
!pperidge  Farm  cookies,  face  tough 
mpetition.  Operating  earnings,  which 
se  15%,  to  $184  million,  in  the  latest 
larter,  ended  in  January,  have  held  up 
■cause  of  cost  cutting.  But  such  results 
n't  be  sustained  without  some  boost  to 
les,  which  rose  a  scant  2%,  to  $1.8  bil- 
«.  Indeed,  McMillin  expects  earnings 
owth  to  slow  to  8%  next  year. 


Johnson  began  devising  his  foreign 
strategy  almost  as  soon  as  he  took  over 
the  top  job  at  Campbell  in  1990.  Earn- 
ings at  the  food  giant  had  shriveled  in 
fiscal  1989,  to  $13  million,  after  stiff  re- 
structuring charges,  and  some  members 
of  the  founding  Dorrance  family,  which 
owns  58%  of  Campbell's  stock,  wanted  to 
sell.  Johnson,  now  60,  stepped  in  and 
slashed  oi)erating  costs  by  closing  or 
selling  20  plants.  But  he  saw  global 
growth  as  Campbell's  salvation. 

Unlike  Campbell's  previous  CEO,  R. 


Cordon  Mc(iovern,  Johnson  has  plenty 
of  overseas  experience.  His  career  has 
included  stints  as  a  marketing  execu- 
tive in  South  Africa  for  Colgate-Palmo- 
live Co.  Later,  he  ran  Warner- 
,^  Lambert  Co.'s  Parke-Davis  Croup 
unit  in  Hong  Kong. 
FIGHTING  MOM.  P]ven  with  such 
experience,  Johnson  faces  a  tough 
task.  In  many  regions,  consumers 
know  nothing  al)out  CaiTii)bell  or 
its  products— a  legacy  of  the  com- 
pany's insular  history.  And  Camp- 
bell brands  aren't  easily  trans- 
planted. Italians,  unsurprisingly, 
shudder  at  canned  pasta,  so 
Franco- American  SpaghettiOs 
won't  fly  there.  The  average  Pole 
consumes  five  bowls  of  soup  a 
week— three  times  the  American 
avei-age.  But  98%  of  Polish  soups 
are  homemade,  and  Mom  is  one 
tough  competitor. 

And  then  there's  competition  of  a 
more  corporate  sort.  In  Argentina,  for 
example,  CPC's  Knorr  soup  controls  80% 
of  the  market.  That  has  left  Campbell 
struggling  with  Nestle  for  a  distant  sec- 
ond place.  In  Britain,  Heinz  is  the  dom- 
inant canned-soup  maker. 

Campbell  has  managed  to  overcome 
competitive  and  cultural  obstacles  in 
some  countries.  To  shake  the  powdered- 
soup  domination  in  Argentina,  Campbell 
is  pitching  its  Sopa  de  Campbell  as  "the 


HMM.  COULD  USE  A  LITTLE  MORE  SNAKE' 


On  any  weekday  morning,  a  doz- 
en or  so  consumers  take  the 
elevator  to  the  19th  floor  of 
Cornwall  House,  a  nondescript  office 
luilding  that's  home  to  Campbell  Soup 
yo.'s  Hong  Kong  taste  kitchen.  There, 
hey  split  off  into  carrels  and  take 
heir  seats  before  bowls  of  soup 
nd  eager  food  scientists.  Cho- 
en  carefully  to  get  the  right 
emographic  mix,  such  groups 
re  assembled  to  taste  the  offer- 
igs  that  Campbell  hopes  will  ig- 
ite  consumer  interest  in  China 
nd  other  parts  of  Asia. 

The  menu  might  include  cab- 
bage soup,  scallop  broth,  or  a  lo- 
al  delicacy  such  as  pork,  fig,  and 
.ate  soup.  After  up  to  an  horn'  of 
asting  and  observation,  the  tech- 
icians  get  their  answers.  Too 
luch  pork?  Enough  scallops? 
ASY  DOES  IT.  Such  insights  are  crucial 
0  Campbell  as  it  tries  to  create  new 
iroducts  to  whet  regional  appetites. 
)iet  is  a  function  of  local  culture,  and 
^sia  in  particular  puts  huge  demands 
■n  a  western  food  company  seeking  to 
rack  its  exotic  markets.  Campbell 


opened  the  Hong  Kong  kitchen  in  1991 
to  reach  2  billion  Asian  consumers. 

Cooking  up  regional  specialties  isn't 
easy.  Fewer  than  one  in  20  varieties 
tested  may  hit  the  stores.  But  Camp- 
bell can  score  big  if  it  gets  the  formu- 
la right.  At  an  average  of  one  bowl  a 


day,  the  Chinese  are  among  the  high- 
est per  capita  soup  eaters  in  the  world. 

Campbell  enters  new  markets  gin- 
gerly. It  typically  launches  a  basic  meat 
or  chicken  l:)roth,  which  consumers  can 
doctor  with  meats,  vegetables,  and 
spices.  Then  it  brings  out  more  sophis- 


ticated soups.  The  Hong  Kong  kitchen 
already  has  a  couple  of  hits  to  its  cred- 
it: New  scallop  and  ham  soups  came 
out  of  the  lab.  Campbell  has  also  dis- 
covered a  few  surprises:  Among  the 
company's  biggest  sellers  across  Asia 
are  such  U.  S.  standbys  as  cream  of 
mushroom  and  cream  of  chick- 
en, which  researchers  believe  at- 
tract westernized  Chinese.  But 
one  Campbell  breakthrough  in 
China,  watercress  and  duck-giz- 
zard soup,  was  developed  in  the 
U.  S. 

Local  ingredients  may  count, 
but  Campbell  draws  the  line  on 
some  Asian  favorites.  Dog  soup 
is  out,  as  is  shark's  fin,  since 
most  species  are  endangered. 
But  the  kitchen  staff  keeps  an 
open  mind  when  it  comes  to  oth- 
er fare.  Snake,  for  example.  "I 
admit  we've  tasted  it,"  says  David  J. 
Wells,  managing  director  of  Campbell 
Soup  Asia  Ltd.  Who  knows?  Camp- 
bell's cream  of  snake  could  emerge  as 
the  chicken  noodle  of  the  future. 

By  Pete  Engardiu  in  Hong  Kong,  with 
Joe  Weber  in  Camden 
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Real  Soup,"  .stressing'  its  list  of  tVesh  in- 
gredients on  the  label.  So  far,  the  ap- 
I)roac-h  has  been  a  winner.  Barely  a  year 
after  launching  nine  varieties  of  red-and- 
white  labeled  soup  in  Buenos  Aires,  the 
company  now  claims  to  own  10%  of  the 
country's  $.50  million  soup  market,  and 
it's  angling  for  15%  this  year.  In  Poland, 
Campbell  advertises  to  working  Polish 
mothers  looking  for  convenience.  But  it 
acknowledges  that  learning  what  works 
best  will  take  time.  Says  Lee  Andrews, 
Campbell's  new  product  manager  in 
Warsaw:  "We  can't  shove  a  can  in  their 
faces  anil  rei)lace  Mom." 
UNWANTED  INNOCENCE.  But  maybe  it  can 
cook  more  like  her.  In  some  markets, 
Campbell  is  creating  new  products  that 
appeal  to  distinctly  regional  tastes.  To 
help  devise  new  recipes,  the  company  is 
taste-testing  with  consumers  around  the 
globe.  The  results:  fiery  cream  of  chile 
pol:)lano  soup  is  blazing  a  trail  in  Mexico. 
In  Hong  Kong,  watercress  and  duck-giz- 
zard soup  is  a  l)ig  hit  (page  .53). 

Johnson  says  Campbell  may  even 
step  up  its  pace  of  accjuisitions  to  fill  in 
its  emerging  global  network.  Arnotts 
was  Campbell's  first  big  buy  since  1988. 
And  Campbell's  chief  executive  says  that 
he  is  even  willing  to  go  into  del)t  for 
more  such  deals. 

That  would  be  something  of  a  shock 
to  Campbell's  debt-aver.se  culture— but 
the  culture  is  another'  thing  .lohnson  has 
to  overhaul  to  make  his  international 
push  work.  Because  of  the  company's 
past  disappointments,  managers  tended 
to  dodge  foreign  assignments,  so  few 
Campbell  executives  have  extensive 
overseas  experience. 

Campbell  will  have  to  shed  its  inno- 
cence abroad  as  fast  as  it  can:  Its  global 
rivals  are  expanding  quickly.  Heinz,  for 
example,  recently  acquired  New 
Zealand's  Wattle's  Ltd.,  which  makes 
canned  fruits  and  vegetal)les.  For  its 
part,  Cl'C  just  bought  a  Polish  soupmak- 
er  called  Amino.  "The  ])eople  who  have 
the  smaller  organizations  to  l>egin  with 
will  just  find  it  that  much  tougher  going, 
I  guess,"  shrugs  CPC's  C.  Roger  Budden, 
corporate  flirector  for  consumer-l)Usiness 
develoi)ment. 

Even  with  the  strikes  against  him, 
no  one  is  counting  .lohnson  out.  Camp- 
l)ell  has  turned  around  dramatically  since 
he  came  on  boaixl  in  1!>90.  The  compa- 
ny's profits  have  risen  l)y  a  compound 
annual  rate  of  19.8%.  Members  of  the 
Dorrance  family  today  talk  glowingly  of 
Campl)eirs  stock.  Now,  if  he  can  get 
international  consumers  to  feel  the  same 
way  about  Campbell's  stockpot,  John- 
.son's  recipe  for  global  growth  could  real- 
ly start  cooking. 

By  Joseph  Weber  in  Cuniden,  N.J., 
ivith  Gail  Schares  in  Warsaw,  Stephen 
Hnteheon  in  Si/dnei/,  Ian  Katz  in  Anjenti- 
««,  and  bureau  reports 
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CONSUMER  PRODUCTS  I 


COUiATE-PALMOLIVE  IS  REALLY 
CLEANING  UP  IN  POLAND 


Sales  are  booming,  but  it's  ha'ving  to  revisit  Marketing  101 


Wojtek  Krol  is  used  to  ornery 
chai'acters.  As  Colgate-Palmo- 
live Co.'s  top  salesman  in  Po- 
land, Krol,  30,  wrangles  daily  with  hos- 
tile ex-communists  and  grouchy  sales 
clerks,  all  to  sell  Colgate  toothpaste  and 
Ajax  cleansei'  in  a  land  adapting  pell- 
mell  to  capitalism.  At  a  dingy,  state- 
owned  grocery  store,  or  sklep,  in  War- 
saw, a  saleswoman  glowers  and  turns 
her  back  brusquely  on  Krol  when  he 
walks  in.  "I  have  a  prol)lem  with  this 
lady,"  he  tells  a  companion.  Then,  he 


GOOD  SHOW:  WESTERN  GOODS  WALK  OFF  EASTERN  SHELVES 


grins  and  asks  her  how  the  toothpaste  is 
selling.  Krol  has  been  working  since 
May  on  getting  better  shelf  space,  but 
he  rul)bed  this  clerk  the  wrong  way  on 
an  earlier  visit.  Now,  he  is  pouring  on 
the  charm  to  get  her  to  move  a  large 
s])ider  plant  that's  blocking  the  Ajax, 
languishing  on  the  bottom  shelf. 

This  sklep  will  take  several  more 
weeks'  work,  Krol  figures.  But  across 
town,  in  the  Warsaw  sul)urb  of  Wola, 
his  efforts  have  already  paid  off.  In  a 
bustling  private  depai'tment  .store  called 
(Centrum,  several  smartly  dressed  sales- 
women greet  him  warmly.  The  Polish- 
born  Krol,  a  consummate  schmoozer  who 
once  sold  fui-niture  in  the  U.  S.,  asks  af- 
ter their  families.  Among  the  well- 
stocked  shelves  in  the  pei'sonal-care  sec- 
tion, Ajax,  Colgate  toothiiaste,  and 
Palmolive  soap  and  shampoo  clearly 
have  the  best  placement. 

Krol  is  part  of  a  marketing  revolu- 
tion that's  sweeping  through  Eastern 


Europe.  Just  three  years  after  connnu 
nism's  collapse,  sales  of  consumer  prod 
ucts  marketed  by  such  giants  as  Procter 
&  Gamble  and  Unilever  already  far  ex 
ceed  expectations,  despite  obstacles 
ranging  from  high  unemployment  to 
steep  declines  in  real  income.  And  Col- 
gate, which  already  reaps  64%  of  it.s 
sales  from  outside  the  U.  S.  and  Canada, 
isn't  al)Out  to  miss  out. 

The  New  York-based  company  opened 
a  Warsaw  office  in  1991,  started  up  a 
factory  within  a  year,  and  recorded  a 
60%  increase  in  sales 
for  its  toothpaste^ 
and  cleansers  ii 
1992.  Colgate  did  not 
turn  a  profit  in  Po- 
land last  year,  be- 
cause of  its  factory 
investment.  Overall, 
however,  "East  Eu- 
rope made  money  in 
1992,"  says  Barrie  M. 
Spelling,  vice-presi 
dent  for  Central  Eu 
rope.  And  while  Co! 
gate  executives  don't 
like  to  give  away 
sales  figures,  it's 
clear  they  think 
sales  of  $20  million 
in  1993  are  possible  in  Poland. 

But  Polish  consumers  are  no  push- 
overs. Western-style  marketing  can 
pi'omi)t  memories  of  communist  propa- 
ganda, crippling  a  brand's  image 
overnight.  That  thought  is  never  far 
from  the  minds  of  Colgate's  Warsaw 
manager,  Richard  Mener,  and  his  Dutch- 
l)orn  marketing  director,  Jo  Jo  Mulder. 
While  Krol  is  making  his  rounds,  the 
two  Colgate  veterans  thrash  out  the  de- 
tails of  their  next  big  ad  campaign. 
BASIC  TRAINING.  Gathered  around  a  con- 
ference table.  Westerners  and  Poles  seek 
to  make  their  worlds  mesh.  Locals  in- 
clude executives  from  the  Warsaw  of- 
fice of  ad  agency  Young  &  Rubicam  Inc. 
and  Colgate's  own  Polish  staff.  Aside, 
from  Mener  and  Mulder,  everyone  is 
under  30  and  learning  on  the  job. 

Young  &  Rubicam  copywriter  Marta 
Foch  is  working  on  a  Polish  version  of  a 
commercial  Colgate  developed  in  the 
U.  S.  as  a  sort  of  template  for  a  global 
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But  really, 
how  much  impact  can 

a  phone  system 
have  on  a  company's 
profits? 

How's  357%  grab  you? 

Don't  believe  it?  Just  ask  West       we  installed  a  systenn  that  lets 


Mr.  X  isn't  in?  How  could  Ms.  Y 
service  custonners  faster? 

It  may  be  you  need  sonnething 
as  sophisticated  as  a  telephone- 
to-computer  link.  Or  as  simple  as 
a  creative  way  to  use  voicemail. 

In  the  end,  you  get  a  phone 
system  that  works  harder  And 


ipital  Financial  Services. 
Their  revenues  are  tied 


agents  handle  nearly  four  times  as 
many  calls  a  day 


"ectly  to  the  efficiency  of  their  Revenues 
lone  system.  But  with  a  merely  instantly 


dinary  phone 


stem  and 


a  business 


that  works  more  efficiently  Give 


us  a  call  at  I-800-ROLM-I23. 


We'll  send  you  a  free  video 


tedious 


was  painfully  slow- 


going. 


They  knew  there  had  to  be  a 


million. 

Not  too  shabby 
—  for  a  phone 
system. 

You  see,  at 


ROLM  IS  part  of  the  Siemens 
family.  The  worid's  largest 
pnvate  communication 
systems  manufacturer,  serving 
you  in  over  132  countnes 
around  the  world. 
Talk  about  big  families. 


highlighting  a  number 
of  impressive  ROLM 
success  stories. 

Of  course,  you 
will  be  even  more 
impressed  when  you 
see  what  we'll  do 


itter  way  So  they  called  ROLM.        ROLM,  we  insist  on  learning 


for  your  business. 


And  we  did  something 
fferent.  We  asked  questions. 


every  last  detail  about  your 
business.  Who  calls  whom  at 


A  Siemens  Company 


/e  observed  their  business.  And       what  time?  What  happens  if 


©1993  ROLM. 
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campaign.  The  ad  shows  a  Colgate  tooth- 
brush in  a  dentist's  chair,  while  an  off- 
camera  spokesman  ticks  off  its  qualities. 
Foch  has  talked  a  well-known  Polish 
stage  actoi'  into  reading  the  script  as  if 
it  wei-e  a  romantic  ])oem— not  your  typ- 
ical Madison  Avenue  appi'oach.  She  fig- 
ures that  to  woi'k  in  Poland,  the  ad 
needs  even  more  whimsy  than  a  giant 
toothbrush  can  provide.  "Polish  people 
are  irrational,  sensitive,  and  emotional. 
You  have  to  appeal  to  these  ciualities." 
says  Mariola  Czechowska,  managing  di- 
rector of  Y&R  in  Warsaw. 

But  Mener  thinks  the  c()j)ywi-iters 
have  overdone  it  and  vetoes  the  plan.  "It 


sionately  about  Ajax.  Mener's  team  doc- 
tored the  lyrics,  substituting  "touching 
softly"  for  "cleaning,"  for  example,  to  in- 
ject a  do.se  of  Polish  romanticism.  The 
ad  was  an  instant  winner.  Within  two 
weeks  of  its  launch  last  December,  Poles 
bought  every  bottle  of  Ajax  liquid 
cleanser  in  the  country'.  Eight  trucks 
shipped  in  extra  Ajax  over  Christmas  to 
ease  the  crunch. 

Colgate  managers  remain  acutely 
aware  that  they  can  still  learn  surprising 
lessons  from  East  Eui'opeans.  Colgate 
was  still  setting  up  shop  in  Warsaw  in 
September,  1991,  when  it  saw  rival 
Pi'octer  &  Caml)le  Co.  stumble.  To  pro- 


plunged,  and  Wash  &  Go  became 
butt  of  a  pun:  "Wash  your  hair,  and 
goes  away."  Warsaw  bars  now  serve  I 
vodka  drink  called  Wash  &  Go. 

William  F.  Dobson,  P&(;'s  director 
international  coordination,  says  the  Wa; 
&  Go  episode  was  "blown  out  of  pr 
portion"  and  that  sales  were  hurt  on 
l)riefly.  But  there's  no  doubt  the  car 
paign  changed  the  way  Western  ma 
keters  did  business,  from  Warsaw 
Bucharest.  Colgate  immediately  took 
low-key  approach,  making  sure  its  fir 
commercials  aired  only  12  times  a  wee 
"To  a  U.  S.  company,  it  is  anathema, 
you  can  overadvertise  in  Poland,"  sa: 


RAILROAD  STATION  IN  WARSAW:  "COLGATE,  THE  NO.  1  TOOTHPASTE  IN  THE  WORLD" 


SELLING  IN  POUND 

^  Don't  overadvertise 

To  Poles,  ad  blitzes  smack 
of  propaganda 
^Coddle  shop  owners 
They  need  to  learn 
retailing  basics 
^Ploy  up  your  origins 
A  little  English  on  labels 
imparts  a  Western  cachet 

►  Test,  test,  test 
Poles  don't  react  to  ads 
the  way  Americans  do. 
Yuppie  images,  for 
example,  may  backfire 

►  Watch  those  samples 
Poles  figure  if  it's  free, 
something's  amiss 

DATA:  COlGAIE-PAtMOLIVf  CORP ,  8W 


doesn't  generate  credibility,"  explains 
Mener,  a  Pole  who  emigrated  to  Bel- 
gium at  14  and  who  has  worked  for  Col- 
gate in  Belgium  and  France.  "It's  not 
the  kind  of  tone  used  by  the  market 
leader."  Back  to  the  drawing  board. 

For  Mener,  38,  and  Mulder,  35,  the 
jol)  for  the  afternoon  is  more  than  creat- 
ing a  commercial— it's  giving  a  lecture  in 
Advertising  101.  "We  train  all  day  long 
and  do  business  in  the  evening,"  sighs 
Mulder.  In  the  last  year,  Mener  and 
Mulder  have  taught  their  staffers  every- 
thing fi-om  how  to  intei'view  job  candi- 
dates to  the  basics  of  customer  service. 
Secretaries  had  to  be  trained  in  tele- 
phone manners,  since  rudeness  was  the 
hallmai'k  of  service  under  communism. 
ROMANTIC  TOUCH.  Already,  however, 
there  are  signs  this  inve.stment  is  work- 
ing. Last  year,  Mener  and  his  Polish 
copywriters  adapted  a  global  Colgate  TV 
commercial  for  Ajax  all-in-one  cleanser. 
It  zooms  in  on  a  mirthful  blonde,  as  a 
tune  from  Bizet's  Carmen  swells.  Danc- 
ing from  room  to  room,  the  woman 
swoops  and  swipes  at  dirt,  singing  pas- 


mote  its  Wash  &  Ck)  shampoo,  P&(;  l)lan- 
keted  Polish  television  with  commei"cials 
and  distributed  samples  to  households. 
Poles  found  the  dubbed  commercial  cul- 
turally out  of  touch:  It  showed  a  woman 
popping  out  of  a  swimming  pool  and 
into  a  shower.  "We  don't  have  swim- 
ming pools,  and  most  of  us  don't  have 
showers.  We  have  baths,"  sniffs  Euge- 
niusz  Smilowski,  president  of  Pentor,  a 
Warsaw  market-research  institute. 

Worse,  many  Poles  raided  neighbors' 
mailboxes  to  filch  Wash  &  Ck)  samples  to 
sell.  Then,  they  got  suspicious.  "The  rea- 
soning was:  'They're  trying  to  sell  us 
the  garbage  they  can't  sell  in  the 
West,'"  explained   Smilowski.  Sales 


"For  Poles,  there  is  still 
a  close  link  between  mass 
media  and  Communist 
Party  propaganda" 


spelling.  "For  Poles,  there's  still  a  do 
link  between  mass  media  and  Comm 
nist  Party  propaganda." 

While  it's  easy  to  get  Poles  to  try 
new  product  once,  drumming  up  repe 
business  is  much  tougher.  The  averaj 
monthly  income  in  Poland  is  only  $2( 
and  Mener  and  Spelling  figure  that  ju 
25%  of  the  population  of  40  million  c; 
afford  to  buy  Western  goods  regular 
And  Poles  don't  always  respond 
brand  images  the  way  Americans 
"Poles  don't  go  for  a  bi-and-name  toot 
brush.  They  want  the  red  one,"  sa 
y&r's  Czechowska. 

After  a  10-hour  day,  Mulder  and  Cs 
chowska  are  still  talking  shop  at  dinn 
in  one  of  the  old  town's  elegant  new  r< 
taurants.  "We're  No.  1,  with  a  42%  mi 
ket  share  among  Western  brands 
toothpaste,"  says  Mulder.  But  sudden 
they  drop  their  voices:  Staffers  fi'om  a 
val  ad  agency  have  just  been  seated  at 
tal)le  nearl;)y.  One  similarity  between  t 
marketing  game  in  the  U  .S.  and  in  I 
land:  The  competition  is  everywhere. 

By  Gail  E.  Schares  in  Wars( 


56  BUSINESSWEEK/MARCH  15,  1993 
ilfliWmilllllllilllllllPlllllllillllllllllllllHilllllBIMIIIIiillllHIII 


MARKE 


TIME  MAGAZINE  CALLS  THE  DODGE  nPER 
THE  MOST  SOUGHT-AFTER  SPORTS  CAR  IN  YEARS.' 


DESPITE  INCREASED  COMPETITION, 

CHRYSLER  CORPORATION  SELLS  MORE  MINIVANS 
THAN  IN  ANYYEAR  IN  nS  HISTORY. 


THE  CHRYSU 
THE  MOMENTU 


It  all  started  with  a  totally  restructured  company.  Gone  were  the  days  of  separate  design,  engineerir; 
manufacturing  and  marketing  departments.  Instead,  streamlined  "platform  teams"  would  sha; 
responsibility  for  a  vehicle.  From  the  very  first  sketches  until  it  ended  up  in  your  garage.  We  ga\' 
these  platform  teams  just  one  assignment:  "Don't  come  back  until  you  have  something  th: 
outperforms  the  best  in  the  world."  They  came  back  with  the  Dodge  Viper-a  sports  car  that  wer 
from  0  to  reality  in  less  than  3  years.  (Nobody  in  the  country  has  ever  developed  a  car  th; 
quickly.)  They  came  back  with  the  Jeep*  Grand  Cherokee-the  only  sport  utility  with  a  standar 
driver's  side  air  bag.  And  they  came  back  with  innovations  that  would  ensure  Chrysler  Corpoi 
tion  Minivans'  enviable  position-number  one  in  the  world.  Then  came  a  radical  new  desig 
called  "cab  forward."  It  wasn't  just  a  different  way  to  bend  sheet  metal.  Rather,  it  reshaped  th 
architecture  of  the  automobile.  And  it  found  elegant  expression  in  the  Chrysler  Concorde,  th 
Dodge  Intrepid,  and  the  Eagle  Vision.  But  the  quickest  way  to  lose  momentum  is  to  stop  pushin 
So  this  April,  we'll  be  introducing  a  completely  redesigned  Chrysler  New  Yorker  and  LHS-tw- 
luxury  sedans  based  on  the  "cab  forward"  design.  They  will  catapult  the  American  luxury  cai 


RPORATION. 
DUBS  TO  LOSE. 

the  world-class  arena.  Following  that  comes  the  all-new  full-size  Dodge  R^m  Pickup. 
'i>nt  just  turn  the  heads  of  pickup  buyers.  It'll  make  them  spin.  And  not  too  long  after  that, 
introduce  a  new  small  car  whose  interior  space  will  make  its  owners  forget  they  bought  a 
,  car.  The  way  we  figured,  it  was  only  a  matter  of  time  before  the  press  sat  up  and  took  notice, 
are  just  a  few  of  the  awards  we've  won:  Motor  Trend  Magazine  "Truck  of  the  Year"-Grand 
■okee  Laredo  V8  •  Petersen's  4  WHEEL  &  OFF-ROAD  Magazine         of  the  Year-Grand 
•okee  Laredo  V8  •  Automobile  Magazine  "Automobile  of  the  Year" -Concorde,  Intrepid, 
'H  •  Car  and  Driver  Magazine  "Ten  Best  List" -Concorde,  Intrepid,  Vision  •  Motor  Tremi 
Ten  Best  Domestic  Buys" -Intrepid,  Shadow  ES,  Sundance  Duster,  Grand  Cherokee  Laredo 
Voyager,  Caravan  •  FORTU^^E'  "Products  of  the  Year"-Concorde,  Intrepid,  Vision  • 
ntion  Magazine  "Safe  Van  of  the  Year" -Voyager,  Caravan.  As  you  can  see,  we've  got  a  lot 
Dmentum  behind  us.  As  a  company,  we've  moved  alongside  some  of  the  best  cars  in  the  world, 
t\y  waved,  then  pulled  into  the  fast  lane.  If  you'd  like  to  see  what  that  feels  like,  we  cordially  invite 

.0  come  along  for  the  ride.   A  U  i  ANTAGE:  CHRYSLER<> 

CHRYSLER    •    PLYMOUTH   ■  DODGE  •    DODGE    TRUCKS  •    JEEP-  •  EAGLE 
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TRATEGIES I 


OP  $1  MIUON 


HUGHES  BETS  ON  ANOTHER 
KIND  OF  BIRD 


Can  its  second  satellite-TV  venture  get  it  into  show  biz? 


When  C.  Michael  Armstrong 
took  over  as  chief  executive 
officer  of  Hughes  Aircraft  Co. 
in  early  1992,  the  company  was  in  tur- 
moil. Profits  at  the  Los  Angeles  defense 
contractor,  which  General  Motors  Corp. 
bought  in  1985,  had  been  falling  since 
1989.  Worse,  Pentagon  spending,  which 
accounted  for  70%  of  Hughes's  revenues 
last  year,  was  shrinking  by  12%  a  year. 

Now,  one  year  after  leaving  a  top  job 
at  IBM  to  take  charge  of  the  $8  billion 
company,  Armstrong  has  embarked  on 
an  ambitious  turnaround  strategy.  Says 
Armstrong,  54:  "We  are  going  to  pursue 
diversification  where  we  can  hit  home 
runs."  And  to  show  that  Hughes  can  in- 
deed be  a  long-ball  hitter,  Armstrong  is 
pushing  into  businesses  that  will  dra- 
matically alter  the  company's  image  as  a 
supplier  of  military  hardware  such  as 
missiles,  satellites,  and  radar. 

The  unlikely  centerpiece  to  Arm- 
strong's plan:  transfor-ming  Hughes  into 
a  major  playei-  in  the  entertainment  in- 
dustry. Using  Hughes's  expertise  in  sat- 
ellite communications,  Ar-mstrong  wants 
to  provide  movies,  sports,  and  other 
television  programming  by  satellite  to 
both  cable  subscribers  and  some  of  the 
12  million  U.  S.  households  out  of  reach 
of  cable  TV.  Armstrong  predicts  reve- 
nues in  excess  of  $1  billion  by  1999. 


Armstrong's  entertainment  strategy 
is  risky.  Hughes  tried  and  failed  in  a 
similar  venture  before.  A  consortium 
that  included  Hughes,  NBC,  and  Rupert 
Murdoch's  News  Corp.  collapsed  in  1991 
over  marketing  disagreements. 

Still,  Armstrong  seems  to  thrive  on 
challenges.  As  head  of  IBM  World  Tr-ade, 
he  presided  over  a  hugely  successful 
revamping  of  IBM's  overseas  operations 
in  the  late  1980s.  He  was  in  line  as  a 
possible  successor  to  John  F.  Akers  be- 
fore leaving  to  join  Hughes,  and  he's 
still  rumored  to  be  on 
the  IBM  board's  short 
list  to  replace  Akers. 
Armstrong  says  he 
has  no  interest  in  re- 
turning to  IBM. 

Whether  or  not  the 
entertainment  gambit 
pays  off,  defense  is 
still  Hughes's  core 
business.  Armstrong 
has  moved  quickly  to 
sort  out  the  mess. 
Plant  closings  and  job 
cuts  will  trim  annual 
costs  30%  by  yeai'end. 
Armstrong's  purchase 
of  General  Dynamics 
Corp.'s  missile  busi- 
ness last  August  for 


HE  CORPORATION 


ARMSTRONG'S  CURE 

DEFENSE  Closed  92  facilities, 
slashed  1  2,000  jobs  to  reduce 
costs  by  30%.  Acquired  Gener 
al  Dynamics'  missile  business. 

TELECOMMUNICATIONS 

Launched  worldwide  push  to 
sell  cellular-phone  systems  to 
developing  regions,  while 
manufacturing  and  selling  its 
own  cellular  phones  at  home. 


ENTEkTAINMENT  Using  ex 
pertise  in  satellite  technology, 
hopes  to  launch  a  direct- 
broadcast  system  in  the  U.S.  in 
early  1 994. 


$4.50  million  should  help  prop  up  sales. 
Still,  analyst  Cai  von  Rumohr  of  Cowen 
&  Co.  says  that  revenues  from  defense 
will  rise  less  than  2%  in  1993,  to  $5.5 
!)illion. 

That's  why  Armstrong  is  looking  for 
new  businesses  that  will  give  Hughes 
room  to  grow.  One  promising  venture  is 
a  push  to  sell  cellular-phone  systems  to 
developing  regions  that  can't  afford  the 
expensive  infrastructure  of  conventional 
phone  networks.  But  Armstrong's  plans 
for  a  direct-l)roadcast  television  system 
are  far  more  ambitious. 

The  service  will  beam  everything 
from  cartoons  to  popular  movies  from  a 
pair  of  satellites  directly  to  miniature 
home  receivers— 18-inch  satellite  dishes. 
The  entire  project,  which  will  blanket 
the  North  American  continent  with  150 
channels,  will  cost  $600  million.  The 
launch  date:  March,  1994. 
EXTRA  COSTS.  Under  Armstrong's  plan, 
most  programming  would  he  available 
to  subscril)ers  for  an  average  monthly 
fee  of  $25,  similar  to  cable  TV.  Custom- 
ers will  have  to  shell  out  $500  to  pur- 
chase a  home  receiver,  or  pay  as  much 
as  $10  a  month  to  lease  one.  Special- 
ized services,  such  as  regional  sporting 
events,  will  cost  extra.  Both  Paramount 
and  the  Disney  Channel  recently  signed 
up  to  provide  programming.  Hughes 
promises  more  studio  deals  during  1993. 
And  it  may  even  order  up  its  own  cus- 
tom-made programming. 

Finding  subscribers  won't  be  easy, 
however.  Many  rural  households  already 
have  big  dishes  to  receive  existing  satel- 
lite programming.  And  with  many  ca- 
ble systems  planning  to  offer  as  many  as 
500  channels  in  the  future,  households 
may  not  see  the  benefits  of  yet  another 
source  of  programming. 

Then  there's  GM.  So  far,  the  auto  gi- 
ant supports  Armstrong's  strategy.  It's 
even  hopeful  that  Hughes  may  finally 
live  up  to  its  promise 
of  bringing  high-tech 
electronics  to  GM's  au- 
tos.  To  help,  GM  has 
given  Armstrong  con- 
trol over  its  Delco 
Electronics  unit.  Even 
so,  as  the  defense 
business  sags,  Arm- 
strong has  good  rea- 
son to  assume  that  GM 
won't  mind  if  enter- 
tainment becomes  the 
unlikely  booster  en- 
gine that  lifts  Hughes 
Aircraft  skyward. 

By  Eric  Schine  in 
Los  Angeles,  ivith 
Kathleen  Kenvin  in 
Detroit 
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My  boss  was  in  such 
a  good  mood  after  getting 
a  great  deal  on  our  new 
office  fax,  he  gave  me  the 
next  couple  of  days  off. 
Of  course,  it  was  Friday 

Muratec  F-72  Plain  Paper  Fax 

Call  t-800-543-4630  for  more  information. 


rflurarec 


Faxes,  phones  and  whatever  we  think  of  next. 


REUmONSHIP 
INVESTING 

A  NEW  SHAREHOLDER  IS  EMERGING— PATIENT  AND  INVOLVE! 


Aprovocative  new  investment  idea 
is  starting  to  roll  through  Corpo- 
rate America.  On-  the  bandwag- 
on, trumpeting  its  virtues,  are  dozens  of 
academics,  management  experts,  and  le- 
gal advisers.  Key  institutional  investors 
are  trying  it  out  at  some  of  the  nation's 
most  troubled  companies.  Last  fall,  the 
Securities  &  Exchange  Commission  gave 
it  a  push  by  relaxing  federal  proxy  regu- 
lations. And  lately,  some  chief  execu- 
tives have  heard  the  music. 

It's  called  "relationship  investing," 
and  it's  already  changing  the  way  U.  S. 
corporations  are  run. 

Simply  put,  whenever  there's  an  es- 
tablished, committed  link  between  a 
company  and  one  or  more  shareholders, 
that's  relationship  investing.  "It  begins 
with  shareholders  taking  a  real  interest 
in  a  company — asking  questions  of  the 


board  and  not  trading  the  stock  like  pork 
bellies — and  goes  all  the  way  to  taking  a 
big  stake,  a  board  seat,  and  maybe  even 
some  debt,"  says  Ira  M.  Millstein,  a  cor- 
porate-governance expert  at  Weil,  Got- 
shal  &  Manges,  a  New  York  law  firm. 

So  far,  there  are  more  examples  of  the 
weaker  approach.  Thanks  to  the  share- 
holder activism  that  caused  shakeups  or 
restructurings  at  such  companies  as 
Sears,  Westinghouse  Electric,  and  East- 
man Kodak,  investors  are  meeting  with 
f'EOs  with  unprecedented  frequency. 
This  interaction  is  spreading. 

A  more  powerful,  organized  kind  of 
relationship  investing  is  cropping  up, 
too.  Corporate  Partners  LP,  an  affiliate 
of  Lazard  Freres  &  Co.,  has  negotiated 
big  stock  purchases  at  seven  companies 
since  1989  and  taken  seats  in  their 
boardrooms.  Two  new  groups  are  trying 
to  raise  money  for  similar 


funds:  One  is  led  by  activist  Robei 
A.  G.  Monks,  the  other  by  Dillon,  Rea 
&  Co.  in  conjunction  with  General  Mil 
CEO  Bruce  Atwater,  Goodyear  Tire  ( 
Rubber  CEO  Stanley  C.  Gault,  and  othc 
CEOs.  If  they  succeed,  "I  suspect  thj 
very  soon  the  famous  Wall  Street  Xero 
machines  will  start  humming,  and  yo 
can  expect  othei's  to  come  into  tli 
patch,"  says  Monks. 
NEW  CLASS.  To  backers,  relationship  ii 
vesting  has  two  charms.  First,  it  helj 
solve  a  problem  executives  have  con 
plained  about  for  years:  short-term  ii 
vesting.  By  creating  a  class  of  enligh 
ened  investors  who  give  companie 
patient  capital,  relationship  investin 
should  free  management  to  focus  on  th 
long  term.  Over  time,  that  should  lil 
profits,  productivity,  and  prospects.  An 
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hat  would  boost  U.  S. 
;onipetitivene.ss. 

Second,  the  very  exis- 
«nce  of  a  new  breed  of 
iclive  capitahsts  fixes  an- 
)ther  failinjr  of  U.  S.  cor- 
)orations:   the  im{)erial 
)K0,  unchecked  by  a  pHant 
)oard  of  directors.  "In  the 
J.  S.,  we  have  the  (ieorge 
'atton   model   of  gover- 
lance — one  person  with 
ill   the   authority,"  says 
lEC  Chairman  Richard  C. 
ireeden.  "It  works  great 
f  the  person  is  Sam  Wal- 
on — a  person  with  the  vi- 
lion  and  the  skills  to  do  the 
ob.  But  you're  vulnerable  to 
m  all-powerful  dud."  Investors  who 
ictively  monitor  their  holdings  would 
ntroduce  a  badly  needed  measure  of 
nanagement  accountability. 

Those  two  virtues — patience  and  ac- 
lountability — are  more  common  in  gov- 
irnance  systems  outside  the  U.  S.  In  Ja- 
)an  and  Germany,  for  instance,  banks  or 
;ompanies  take  permanent  stakes — and 
)ut  representatives  on  the  board.  With 
10  need  to  worry  about  quarterly  re- 
;ults,  management  can  make  invest- 
nents  that  may  not  pay  off  for  years. 
iut  those  systems  have  other  draw- 
jacks:  Individual  shareholders  have  few 
■ights,  entrepreneurs  can't  easily  raise 
;apital,  and  managers  invest  wastefully. 

Instead  of  mimicking  the  overseas 
;ystems,  experts  say,  the  U.  S.  should 
nvent  a  new,  American  brand  of  rela- 
ionship  investing:  It  would  adopt  the 
?ood  traits  of  sys- 


WHAT  IT  MEAHS 

A  relationship  forms  when  on  investor  takes  a 
long-term  stake  in  o  company.  Then,  investor,  board, 
and  management  talk  regularly  and  monitor  performance. 

Result:  Companies  get  patient  capital,  and  shareholders 
get  management  accountability  and 
a  better-run  company 


terns  abroad  but  not  the  bad.  In  recent 
months,  the  U.  S.  Council  on  Competi- 
tiveness, the  congressionally  sponsored 
Competitiveness  Policy  Council,  and  the 
Twentieth  Century  Fund  have  endorsed 
the  concept.  Individual  supporters  in- 
clude Michael  E.  Porter  and  Michael  C. 
Jensen  of  Harvard  business  school;  for- 
mer SEC  commissioner  Joseph  A.  Grund- 
fest,  now  of  Stanford  Law  School;  Les- 
ter C.  Thurow,  dean  of  the  business 
school  at  Massachusetts  Institute  of 
Technology;  and  Columbia  Law  School 
professors  Louis  Lowenstein  and  Ber- 
nard S.  Black. 

Big  investors  have  good  reason  to  like 
the  concept,  too:  It  may  fatten  their  re- 
turns. Some  public  pension  funds  in  par- 
ticular are  in- 


terested. They  prospered 
in  the  1980s  by  "buying 
the  market"  via  index 
funds.  But  the  investment 
climate  is  tougher  in  the 
'90s.  And  long-term  invest- 
ing suits  their  payout 
schedules.  "Indexing  did 
well  for  us  in  the  '80s,  but 
we  need  periodically  to  re- 
evaluate our  investing 
strategy,"  says  Dale  M. 
Hanson,  CEO  of  the  $70  bil- 
lion California  Public  Em- 
ployees' Retirement  Sys- 
tem. Hanson  wants  to  try 
out  the  Monks  and  Dillon 
Read  funds  and  plow  $1  bil- 
lion into  big  stakes  on  his 
own — if  the  Call'ERS  board  lets  him. 

'NONTAKEOVER   TAKEOVERS.'    It's  tOO 

early  to  prove  the  value  of  relationship 
investing  conclusively,  but  the  evidence 
looks  favorable.  Investor-inspired  re- 
vampings  have  sent  the  stocks  of  many 
companies  climbing,  suggesting  that  the 
market  believes  long-term  prospects 
have  been  enhanced.  The  shares  of 
Avon,  Kodak,  Sears,  and  Lockheed,  for 
example,  have  soared.  And  Stanford's 
Grundfest  says  management  changes  at 
General  Motors,  Goodyear,  Tenneco,  and 
AlliedSignal  added  some  $3.7  billion  to 
their  value,  after  factoring  out  overall 
market  increases.  Monks,  who  was  a  key 
player  at  Sears  and  Kodak,  has  already 
taken  some  gains.  Says  his  partner,  Nell 
Minow:  "Corporate  governance  is  our 
tool  for  making  money.  We  are  talking 
about  nontakeover  takeovers.  Like  the 
raiders,  we  hope  to  realize  value  that's 


buried.  We've  found  a  better,  earlier 
way  to  do  it." 

Relationship  investing  stands  up  sta- 
tistically, too.  Consultant  Gordon  Group 
Inc.  evaluated  two  kinds  of  active  invest- 
ments— those  that  were  negotiated  with 
management  (the  kind  Corporate  Part- 
ners makes),  and  those  that  weren't.  On 
average,  the  nonnegotiated  investments 
beat  the  Standard  &  Poor's  500-stock  in- 
dex by  30  percentage  points  over 
two  years.  "The  negotiated  block 
investments  were  less  consistent, 
but  they  show  the  promise  of 
yielding  the  same  high  returns 
when  undertaken  at  the  right 
companies  by  the  right  individ- 
uals," says  Gordon's  president, 
Lilli  A.  Gordon. 

Would-be  relationship  inves- 
tors also  find  encouragement  in  a 
folksy  Omaha  resident  named 
Warren  E.  Buffett.  The  Berk- 
shire Hathaway  Inc.  chairman 
has  become  a  billionaire  by  buy- 
ing and  holding  chunks  of  many 
companies — sometimes  taking  a 
board  seat,  sometimes  counseling 
from  afar.  Several  of  his  gains 
can  be  traced  to  savvy  stock-pick- 
ing or  preferred  stock  deals,  and 
not  every  investment  has  turned 
to  gold.  But  this  real-world  rela- 
tionship investor's  returns  are 
the  stuff  of  dreams. 
WIDE  GAP.  As  Buffett  attests, 
even  in  the  U.  S.,  relationship  in- 
vesting isn't  entirely  new.  It 
flourished  in  a  different  form  in 
banker  J.  P.  Morgan's  days,  until 
federal  regulators  decided  that  it 
concentrated  power  in  too  few 
hands.  As  the  U.  S.  economy 
grew,    private    companies  in 


namic.  These  huge  institutions  can't  eas- 
ily trade  out  of  stocks.  And  even  a  I'v 
stake  in  many  companies  is  worth  tens 
of  millions  of  dollars — enough  to  provide 
incentive  for  activism.  Almost  inevitably, 
angry  pension  funds,  which  organized  in 
the  '80s  to  protest  greenmail  and 
antitakeover  devices,  stepped  into  the 
disciplinary  vacuum.  They've  now  taken 
many  a  CEO  and  corporate  board  to  task. 


WHERE  irS  WORKING 

AVON 

In  November,  1989,  Chartwell  Associates  sought  board 
seats  at  Avon,  which  suffered  from  poor  diversification  and 
outdated  selling  methods.  It  won  two.  Meanwhile,  other 
shareholders  complained.  Avon  met  with  them  and  created 
a  board  panel  to  find  ways  to  maximize  shareholder  value. 
It  changed  marketing  methods  and  cut  costs — prompting  its 
stock  to  soar  by  136.3%  since  Chartwell  appeared,  vs.  a 
51 .3%  gain  in  the  S&P  500. 

EASTMAN  KODAK 

Last  July,  Robert  Monks  of  Lens  Inc.  wrote  CEO  Kay  Whit- 
more.  Public  pension  funds  also  contacted  the  company. 
They  wanted  Kodak  to  restructure  and  reduce  debt.  Kodak 
is  now  cutting  costs,  trimming  staff,  and  expanding  pay-for- 
performance.  Since  July,  its  stock  is  up  30.8%,  vs.  9.2%  for 
the  S&P. 


FIRST  BANK 


Y  S  T  E  M; 


For  a  15%  stake,  Corporate  Partners  in  July,  1990,  gave 
$145  million  to  First  Bank,  which  had  lost  $500  million  in 
bond  trading  and  merchant  banking.  It  now  sends  a  nonvot- 
ing observer  (to  comply  with  bank  rules)  to  board  meetings, 
meets  often  with  management,  and  monitors  execution  of  a 
back-to-basics  strategy.  Its  stock  is  up  131.6%,  vs.  a 


search  of  capital  became  i)ublic 
corporations.  Individuals  supplied 
it,  but  the  gap  between  manag- 
ers and  so  many  faceless  owners 
was  wide.  Boards  were  supposed 
to  discipline  managers;  if  they 
didn't,  takeovers  would  oust 
them. 

But  as  takeovers  raged  to  new 
heights  in  the  '80s,  executives 
pushed  states  to  pass  antitakeover 
laws — and  most  have.  Ever  since,  the 
system  has  been  out  of  whack.  "Our 
corporate-governance  structure  depends 
much  too  heavily  on  the  personalities  of 
boards  of  directors,"  says  Columbia's 
Lowenstein.  Many  simply  have  been  too 
tolerant  of  poor  performance  by  top  ex- 
ecutives. 

In  the  past,  investors  who  were  upset 
with  the  way  a  company  was  run  simply 
sold  their  holdings.  But  the  rise  of  pen- 
sion funds,  which  now  hold  nearly  557' 
of  all  U.  S.  equities,  created  a  new  dy- 


In  November,  1990,  Robert  Mon 
for  a  board  seat.  He  wanted  the  giant  to 
services  units,  focus  on  retailing,  and  reform  board  proc 
tices.  Although  he  lost,  he  and  several  institutions  kept 
pressing  for  change.  Last  summer.  Monks  bought  more 
shares  and  started  a  dialogue  with  the  company.  Sears  is 
now  spinning  off  the  financial  units,  remodeling  its  stores, 
and  cutting  costs.  Since  November,  1990,  its  stock  has 
jumped  138.4%,  vs.  58%  for  the  S&P. 
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Still,  there's  growing  sentiment  that 
such  catch-as-catch-can  activism,  despite 
several  big  victories  in  1992,  is  too  slow 
and  too  spotty.  By  the  time  IBM  directors 
decided  in  January  to  replace  CEO  John 
F.  Akers,  Big  Blue  had  lost  64%  of  its 
market  value  from  January,  1991,  alone. 
And  to  date,  the  activist  movement  con- 
sists of  only  about  a  dozen  public  pen- 
sion funds,  a  few  ideologues  such  as 
Monks,  a  group  of  individuals  called  the 
United  Shareholders  Assn.,  and  the  occa- 
sional stray  mutual-fund  manager.  They 
can't  police  all  of  Corporate  America. 


What's  more,  their  leverage  depends 
largely  on  media  attention — a  sort  ol 
governance  by  embarrassment — whicl 
rarely  extends  beyond  brand-name  com- 
panies. It  also  puts  CEOs  through  what 
Columbia's  Black  calls  "public  calumny,'] 
which  could  either  prompt  too-quick  fir] 
ings  at  the  top  or  delay  remedial  actiorl 
by  boards  reluctant  to  capitulate  to  out-i 
sider  pressure.  Says  Black:  "What's  hapi 
pening  now  is  too  visible  ano 
too  dependent  on  publicity  anc 
not  on  insider  influence." 
DIALOGUE.  Relationship  invest- 
ing solves  many  of  these  prob- 
lems. The  simplest  and,  in  al' 
likelihood,  the  most  widespreac 
variety  simply  transforms  the 
contacts  initiated  by  disgrun- 
tled shareholders  into  regular] 
constructive  dialogue  among 
CEOs,  directors,  and  shareholdi 
ers.  That's  exactly  what  hapi 
pened  at  Lockheed  Corp. 

Back  in  1990,  raider  Harold 
C.  Simmons  was  besieging 
Lockheed,  trying  to  gain  con- 
trol. To  fend  him  off,  Lockheed 
CEO  Daniel  M.  Tellep  reached 
out  to  institutional  investors. 
He  listened  to  their  complaints 
and  promised  them  a  voice  in 
the  selection  of  new  outside  di- 
rectors. Thus  began  what  Tel- 
lep calls  an  "ongoing  relation- 
ship" between  him  and  many  of 
the  company's  big  shareholders. 

"As  I  look  back,  Lockheed 
wasn't  uninterested  in  corpo- 
rate governance,"  Tellep  told 
BU.SINESS  WEEK  last  year.  "But 
we  directed  all  of  our  communi- 
cation to  shareholders  through 
Wall  Street.  I  thought  we  were 
talking  to  our  shareholders  that 
way.  It  wasn't  so.  Many  wanted 
face-to-face  meetings."  The 
talks  haven't  changed  Lock- 
heed's strategy — an  important 
point  for  CEOs  who  think  share- 
holders may  try  to  make  man- 
agement decisions.  Says  Tellep: 
"We  convey  the  strategy  op- 
tions with  the  rationale  and  ask 


them  for  comments.  That  satisfies  them, 
and  that's  why  I  have  no  fear." 

Still,  the  talks  have  mattered.  They 
made  management  more  sensitive  to  the 
use  of  capital,  for  example.  Tellep  has 
sought  investor  counsel  on  Lockheed's 
dividend  policy.  And  he  asked  some 
shareholders  how  they  thought  a  stock 
buyback  that  began  in  late  1991  should 
be  financed — by  borrowing  or  by  using 
free  cash  flow.  They  chose  the  latter. 

At  first,  Tellep's  actions  were  viewed 
as  extraordinary.  Some  CEOs  criticized 
him  for  setting  a  precedent  they  might; 
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ive  to  follow.  Things  look  different 
jw.  Like  it  or  not,  several  CEOs  are 
m'm^  to  the  table  when  shareholders 
ill.  Call'KRS,  the  most  activist  fund,  has 
igoing  relationships  with  about  two 
)zen  companies.  The  California  State 
sachers'  Retirement  System,  the  Flori- 
i  State  Board  of  Administration,  the 
Wisconsin  Investment  Board,  the  New 
ork  State  Common  Retirement  Fund, 
id  the  Oregon  Public  Employees'  Re- 
rement  System  are  among  the  others 
lat  have  links  with  companies. 

Ralph  V.  Whitworth,  president  of 
nited  Shareholders,  likewise  is  en- 
iged  in  talks  with  several  companies. 
1  the  past  year,  Whitworth  has  met 
ith  10  corporate  chieftains,  plus  offi- 
als  from  12  other  companies.  One  CEO, 
tewart  Bainum  Jr.  of  Manor  Care  Inc., 
ime  in  on  his  own,  Whitworth  says. 
UIET  MUSCLE.  So  far,  only  a  handful  of 
-ivate  money  managers  have  gotten  ae- 
ve.  Wellington  Management  Co.'s  John 
.  Neff,  who  manages  money  for  Van- 
uard  Group  Inc.,  is  one.  A  year  ago, 
eff  and  Loomis  Sayles  &  Co.  voiced 
)ncern  about  the  need  for  Chrysler 
orp.'s  board  to  find  a  successor  to  then- 
EO  Lee  A.  lacocca,  who  wanted  to  stay 
3yond  his  expected  retirement.  Within 
lys,  directors  called  a  special  meeting 
id  appointed  Jack  Eaton.  Fidelity  In- 
jstments.  whose  $175  billion  in  assets 
lakes  it  the  largest  U.  S.  mutual-fund 
lanager,  occasionally  throws  its  weight 
round,  too — usually  behind  the  scenes. 

But  private  money  managers  have  to 
urdle  a  few  economic  disincentives  be- 
)re  getting  too  involved.  For  starters, 
ley  often  handle  investments  for  corpo- 
ite  pension  funds,  which  hardly  makes 
lem  want  to  antagonize  CEOs.  And  un- 
ke  public  funds,  big  private  money 


managers  regularly  see  corporate  execu- 
tives, though  usually  not  the  CEO.  So 
they're  already  well-informed  about  a 
company's  direction  and,  say,  the  alter- 
natives for  fixing  an  ailing  unit. 

Since  money  managers  are  judged  on 
quarterly  performance,  that's  how  they 
view  companies,  often  selling  out  when 
earnings  lag  behind  expectations.  Mutu- 
al funds  also  must  maintain  more  liquid- 
ity than  public  funds.  Plus, 
"we  have  to  compete  on  the 
basis  of  fees,"  says  Robert 
Pozen,  Fidelity's  general 
counsel.  So  any  form  of  activ- 
ism that  increases  costs  has 
to  have  a  high  chance  of  fi- 
nancial reward. 

Still,  the  cost  of  jawboning 
is  minuscule,  and  lately,  more 
private  managers  are  jump- 
ing into  the  fray.  When 
Ijimes  D.  Robinson  III  tried 
Id  hang  on  as  chairman  of 
American  Express  Co.,  ced- 
ing only  the  CEO  slot.  Alliance 
Capital  Management,  J.  P. 
Morgan,  and  others  met  with 
the  new  CEO,  Harvey  Golub, 
and  cried  foul.  Two  days  lat- 
er, Robinson — architect  of 
tlie  company's  failed  strate- 
gy— was  out.  For  activists, 
the  episode  was  a  milestone. 

The  proxy  reforms  that 
Breeden  pushed  through  the 


SEC  last  fall  improve  the  odds  that  insti- 
tutions of  all  stripes  will  start  calling  on 
companies.  In  the  past,  any  time  share- 
holders communicated  with  more  than 
10  other  shareholders,  they  had  to  meet 
costly  legal  requirements.  Breeden  lifted 
restrictions  on  most  such  communica- 
tions. Says  Pozen:  "For  us,  the  frame- 
work of  analysis  is  the  same,  but  the 
cost-benefit  analysis  has  changed  be- 
cause of  the  proxy  rules.  There  will  be 
more  communication."  A  united  front  of 
20  or  so  institutions  would  powerfully 
influence  managers.  In  time,  institutions 
would  likely  divvy  up  responsibility  for 
monitoring  specific  companies — much 
the  way  public  funds  now  approach 
proxy  resolutions. 

EASIER  TASK?  That  kind  of  activism  may 
well  smooth  the  way  for  the  more  potent 
form  of  relationship  investing:  big 
stakes  and  big  influence.  Corporate 
Partners,  which  began  with  $1.65  billion 
and  has  $430  million  left  to  invest,  plans 
to  go  back  to  the  market  for  more  mon- 
ey this  year.  Senior  Managing  Director 
Lester  Pollack  expects  an  easier  task 
this  time  around  despite  a  fraud  scandal 
at  one  investment,  Phar-Mor  Inc.  "When 
we  started,  one  of  the  issues  was  wheth- 
er companies  would  accept  a  large 
shareholder — that's  no  longer  a  ques- 
tion," he  says.  "The  fact  that  a  company 
is  not  on  track  doesn't  mean  that  the 
return  won't  ultimately  be  there." 
Meanwhile,  Monks,  who  tried  to  raise 
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$1  billion  for  his  Lens  Inc.  fund  a 
year  ago  and  came  up  empty,  and 
Dillon  Read,  which  has  been  try- 
ing to  find  $1  billion  for  its  Allied 
Partners  LP,  are  making  progress. 
Allied  has  commitments  totaling 
about  $250  million  and  plans  to 
start  operations  when  it  hits  $500 
million  or  $600  million.  By  spring, 
both  could  get  a  boost  from 
CalPER.s,  which  is  likely  to  put  at 
least  $100  million  in  each.  Says 
Monks:  "In  the  new  environment, 
I  believe  I  will  raise  money." 

Each  of  the  three  funds  has  a 
slightly  different  approach.  Corpo- 
rate Partners  invests  in  companies 
where  its  capital  and  management 
expertise  will  help  a  company 
solve  problems.  First  Bank  Sys- 
tem, which  had  lost  money  in  trad- 
ing and  merchant  banking,  is  an 
example.  With  capita!  from  Corpo- 
rate Partners,  it  went  back  to  ba- 
sic banking — and  profitability. 

In  Corporate  Partners'  friendly 
deals,  the  relationship  predates 
the  investment,  and  management  has  to 
pass  muster.  But  the  partnership  always 
takes  at  least  one  board  seat  to  monitor 
management's  progress  against  a  pre- 
agreed  strategy.  Once  at  the  table.  Cor- 
porate Partners  improves  governance 
and  incentive  systems — making  sure 
that  compensation  is  substantially  linked 
to  return  on  equity,  for  instance. 
'TIME  TO  PERFORM.'  Allied,  which  would 
also  take  friendly  stakes,  talks  up  the 
name-brand  expertise  it  would  bring.  At 
each  investment,  Atwater,  Gault,  or  an- 
other sitting  CEO  would  join  the  board. 
Allied  stresses  the  patient  nature  of  its 
investments,  which  would  be  made  after 
a  company  has  made  a  change.  IBM, 
under  a  new  CEO,  would  be  a  candi- 
date. "The  investment  would  take  off 
the  pressure  from  active  sharehold- 
ers and  give  management  time  to  per- 
form," says  a  source  familiar  with 
the  fund.  Dillon  Read  envisions  mak- 
ing a  dozen  investments. 

Monks's  fund,  which  stresses  ac- 
countability, fits  the  opposite  situa- 
tion: It  ferrets  out  companies  whose 
1-,  5-,  and  10-year  returns  lag  behind 
the  market  and  which  aren't  fixing 
their  problems.  Monks — a  sharehold- 
er-rights crusader — and  four  partners 
put  up  $10  million  of  their  own  last 
summer  to  start  Lens.  They  bought 
into  Sears,  Westinghouse,  Kodak, 
and  AmEx  to  foment  change. 

The  Lens  treatment  starts  with  a 
letter  and  leads  to  meetings  and 
phone  calls  with  management.  It  in- 
cludes a  detailed  analysis  of  the  com- 
pany's performance,  problems,  and 
alternatives.  A  Dec.  11  missive  from 
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Monks  to  Kodak  CEO  Kay  R.  Whitmore 
ran  to  20  pages  of  text  plus  plenty  of 
analytical  tables.  It  suggested  financial 
changes,  including  consideration  of  asset 
sales  to  raise  cash  for  debt  reduction, 
and  governance  modifications,  such  as 
annual  election  of  directors. 

Whitmore  is  responding,  and  Monks 
takes  some  credit  for  many  of  the  an- 
nouncements that  have  emanated  from 
Rochester  recently.  He  calls  Whitmore 
"a  model  of  the  way  in  which  manage- 
ment and  ownership  can  interrelate  to 
mutual  profit."  No  question,  Whitmore 
has  mellowed  with  regard  to  shareholder 
input  over  the  past  year. 


THREE  PIONEERING  FUNDS 

ALLIED  PARTNERS 

Dillon,  Read  &  Co.  is  raising  $1  billion  to  buy 
friendly  stakes  in  companies  that  have  started  to 
change  for  the  better  but  need  time  to  do  it.  A  fund 
representative  would  join  the  board. 

CORPORATE  PARTNERS 

This  independent  affiliate  of  Lazard  Freres  is  put- 
ting $1 .65  billion  into  big  negotiated  stakes  in 
companies  that  need  new  capital.  To  influence  cor- 
porate policies  and  monitor  management,  it  takes 
at  least  one  board  seat. 

LENS  I 

ivist  Robert  A.  G.  Monks  is  trying  to  raise 
$1  billion  to  invest  in  poorly  performing  compa- 
nies— expanding  a  $10  million  effort  started  last 
year.  Lens  contacts  management  and  tries  through 
negotiation  with  the  CEO  to  change  strategy. 

DATA:  BUSINESS  WEEK 


If  management  doesn't  rea 
though,  Monks  and  his  partne 
aren't  afraid  to  get  strident.  Sa 
Minow:  "The  most  importa 
thing  we  did  at  Sears  was  taki 
out  an  ad  calling  its  directors  'i 
derperforming  assets.'  We  ma 
things  uncomfortable  for  t 
board."  Now,  she  adds.  Lens  h 
a  constructive  relationship  wi 
Sears  management:  "We're  ; 
ways  able  to  pick  up  the  pho 
and  talk." 

NATURAL  DEVELOPMENT.  There 

no  mystery  to  why  relationship 
vesting  seems  to  work:  It  alig 
management  with  owners.  As  o 
big  investor  puts  it:  "Often,  t 
CEO  tends  to  identify  with  the  pt 
pie  he  works  with  8  hours  a  da 
365  days  a  year,  and  not  with  t 
people  he  sees  at  the  annual  met 
ing  once  a  year.  CEOs  who  undt 
stand  that  they  have  an  owner  b 
have  a  little  differently  from  tho 
who  think  they  are  a  law  un 
themselves." 
Any  relationship  between  a  CEO  ai 
an  investor  is  bound  to  vary  according 
the  personalities  involved  and  the  expt 
tise  they  offer.  Buffett  has  said  that  1 
lets  it  develop  naturally,  rarely  initiatii 
contact  with  management.  Robert  i 
Denham,  who  as  CEO  of  Salomon  Inc. 
on  the  other  end  of  a  Buffett  inves 
ment,  confirms  that.  Yet  he  add 
"When  you  have  an  owner  of  that  si; 
and  intelligence,  it's  crazy  not  to  get  h 
input.  That  doesn't  mean  you  alwai 
take  his  advice."  One  clear  benefit  th; 
someone  such  as  Buffett  can  bring  • 
the  relationship  is  his  vast  knowledge  ( 
the  business  world — which  is  particula 
ly  useful  in  making  capital-allocatic 
decisions. 

For  General  Mills's  Atwater,  wl 
also  heads  the  Business  Roundtable 
task  force  on  corporate  governanc 
the  close  monitoring  by  shareholdei 
is  key:  "I'm  for  it,  if  you  interpret 
as  regular,  ongoing  monitoring."  H 
believes  that  relationship  investin 
will  lead  to  more  timely  action  at  po( 
performers:  "When  communicator 
are  regular  and  continuing,  we' 
start  getting  earlier  recourse." 

And  the  benefits  can  go  beyon 
that.  "The  problem  with  many  comp; 
nies  is  that  they  become  so  insular,] 
says  Howard  G.  Haas,  a  senior  le^ 
turer  in  business  policy  at  the  Unive' 
sity  of  Chicago  and  author  of  a  nei 
management  book  called  The  Leade 
Within.  Exposure  to  long-term  shan, 
holders  "will  help  break  down  an  il 
sulated  culture.  The  CEO  will  get 
fresh  input  of  ideas  and  a  soundin! 
board."  As  long  as  investors  undei 
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54  Mission  Street 
San  Francisco.  California  94  103 


'Hi  Neil.  I  called  you  last  week  and  they  said  you  were  in  Princeton.  Does  your  daughter  go  to  school  there?' 


Merrill  Lynch 


'No,  she  doesn't.  I  do." 


Neil  Gallagher  Private  Client  Group 

Financial  Consultant 


101  California  Street 
San  Francisco,  California  941 1 1 
1-800-637-7455 


While  our  newly  hired 
Financial  Consultants  undergo  a  two-year 
training  program,  including  classes 
at  our  training  center  in  Princeton,  NJ, 
our  senior  people  benefit  too.  Every 
single  Merrill  Lynch  Financial  Consultant 
receives  ongoing  training.  It  never  ends. 
Can  your  brokerage  firm  say  that? 

Merrill  Lynch 

A  tradition  of  trust. 


stand  that  they  can't  micromanage, 
Haa.s,  who  headed  Sealy  Corp.  for  19 
years,  is  an  enthusiastic  advocate  of  re- 
lationship investing.  He  and  others  think 
shareholders  who  fully  grasp  a  compa- 
ny's strategy  and  the  alternatives,  unfil- 
tered  by  analysts,  will  stick  with  the  in- 
vestment in  down  times.  It's  a  way  for 
companies  to  manage  expectations. 
But  if  relationship  investing  has  prom- 


ise, it's  no  panacea.  A  lot  depends  on 
whom  the  relationship  is  with.  "It's 
great  to  have  a  long-term  investor  who 
can  really  add  value  when  you  ask  him  a 
question,"  says  Salomon's  Denham. 
"But  what  if  you've  got  an  investor  with 
a  sizable  position  who  wants  to  be  con- 
sulted all  the  time  but  doesn't  add  val- 
ue?" Naysayers  foresee  a  world  in 
which  CEOs  spend  too  much  time  com- 


municating and  not  enough  acting.  Thi 
sketch  a  world  where  shareholders  wa 
to  approve  every  management  move. 

Other  skeptics  say  relationship  inves 
ing  might  lead  to  more,  not  less,  shoi 
term  thinking,  because  CEOs  who  are  j 
ways  being  watched  could  turn  ris 
averse.  There's  a  chance,  too,  that 
Street  will  pervert  the  idea.  "Relatio 
ship  investing  is  a  hot  subject,  ai 


YANKEE-STYLE  ACTIVISTS  STRIKE  BOARDROOM  TERROR  ABROAD 


It  came  as  no  great  surprise  last 
spring  when  Andrew  R.  F.  Buxton 
won  the  new  slot  of  both  chairman 
and  chief  executive  at  Barclays  Bank 
PLC,  effective  Jan.  1,  1993.  After  all,  Bux- 
ton, the  scion  of  one  of  the  bank's  found- 
ing families,  over  30  years  had  worked 
his  way  up  the  corporate  ladder  to  No.  2. 
But  by  December,  outside  directors — 
goaded  by  big  shareholders — 
had  reconsidered,  blaming 
Buxton  for  mounting  bad 
debts  and  sagging  earnings. 
Buxton  was  forced  to  cede  the 
CEO  job  to  another  executive, 
probably  by  this  spring. 

The  U.  S.  isn't  the  only  place 
where  shareholders  are  rising 
up  to  change  the  way  compa- 
nies are  run.  Britain,  too,  is 
being  rocked  by  a  campaign 
for  better  governance.  Since 
1990,  angry  shareholders  have 
claimed  the  scalps  of  top  exec- 
utives at  Burton  Group,  Brit- 
ish Aerospace,  and  British  Air- 
ways, among  others. 

More  striking,  the  share- 
holder uprising  is  reaching 
across  the  globe.  In  Canada, 
Continental  Europe,  and  Ja- 
pan— where  entrenched  bank 
cliques,  families,  and  govern- 
ments hold  sway  over  manag- 
ers— shareholders  are  trying 
to  change  the  balance  of  pow- 
er (table).  They  often  face  stiff 
obstacles,  such  as  the  absence 
of  the  one  share/ one  vote  prin 
ciple.  Still,  says  Robert  Sillcox 


As  national  economies  increasingly  grow 
interlinked,  more  capital  is  flowing  be- 
yond national  boundaries.  Fund  manag- 
ers and  institutions  will  open  their  wal- 
lets, but  only  in  return  for  corporate 
openness,  basic  shareholder  rights,  and — 
possibly — more  influence. 

Countries  and  companies  that  don't  re- 
spond have  already  turned  off  some  for- 


BETTER  GOVERNilNCE:  IT'S  SPREADING 
BEYOND  THE  U.S. 

BRITAIN 

Shareholders  help  force  ouster  of  several  top  executives.  The 
Cadbury  Report  on  corporate  governance  recommends  splitting 
chairman  and  CEO  jobs,  installing  majority  of  outside  directors, 
and  more  complete  disclosure  of  directors'  pay. 

JAPAN 

Ministry  of  Justice  proposes  rules  to  force  companies  to  use  inde- 
pendent auditors  and  to  allow  suits  against  directors  for  poor 
performance.  Investors  are  clamoring  for  higher  dividends. 

BELGIUM 

Laws  that  limit  shareholder  voting  powers  are  narrowed,  making 
it  easier  to  take  over  companies.  Shareholder  activist  company 
De'minor  is  formed  to  give  voice  to  small  investors. 


THE  NETHERLANDS 

Antitakeover  poison  pills  are  prohibited  at  new  compan 
Dutch  Shareholders  Assn.,  representing  small  investors,  pre: 
sured  NMP  Postbank  to  raise  the  price  in  a  recent  takeover, 

AUSTRALIA 

Major  institutions  join  forces  to  monitor  corporate  perfor- 
mance— <3nd  shake  up  the  laggards. 


senior  vice-president  for  investments  at 
Ontario's  $13  billion  Municipal  Employ- 
ment Retirement  System:  "The  subject 
of  corporate  governance  is  on  everyone's 
lips."  Doubting  corporate  managers 
might  well  recall  that  as  recently  as  two 
years  ago,  many  U.  S.  and  British  execu- 
tives dismissed  out  of  hand  the  prospect 
of  institutional  uprisings. 

The  global  economy  will  heighten  pres- 
sure to  give  shareholders  a  bigger  say. 


eign  investors.  Martin  G.  Wade,  chief  in- 
vestment officer  at  $7.5  billion  Rowe 
Price  Fleming  International,  now  steers 
clear  of  Italy,  which  gives  minority 
shareholders  short  shrift.  "Once  you've 
been  mugged  enough  times,"  snaps 
Wade,  "you  have  to  ask:  Why  hold  the 
shares?" 

At  a  minimum,  big  investors  are  de- 
manding international  standards  of  cor- 
porate behavior,  accounting  clarity,  and 


disclosure.  They're  seeking  an  end 
titakeover  poison  pills.  And  they  w 
outlaw  the  outsized  voting  rights 
certain  classes  of  shareholders — i 
ample,  the  10  "priority  shares"  th^ 
all  voting  power  at  the  Netherlands 
ips  Electronics,  which  are  in  hand; 
to  management.  "We  want  to  s( 
other  European  systems  come  in 
with  those  of  the  U. 
U.  K.,"  says  Anthony 
senior  investment  offic 
Fidelity  Investments  Se 
Ltd.  in  London  and  one 
rope's  leading  activists. 

Investors  also  want 
performance:  Canada's  S 
for  one,  pledges  to  begin 
ing  to  influence  strate 
laggard  companies,  thou 
prefers  to  work  behin 
scenes  and  avoid  big 
battles. 

'OFF  THEIR  BUTTS.'  In  B 

activism  took  off  thanks 
nancial  scandals  at  M; 
Communications,  Polly 
International,  and  the  B? 
Credit  &  Commerce  In 
tional.  Then,  "with  a 
companies  performing  pc 
says  Fidelity's  Bolton,  "i: 
tions  got  off  their  butts. 

They  have  found  arr 
tion  in  the  December  pi 
tion  of  the  Cadbury  Rep 
corporate  governance,  t 
suit  of  an  18-month  stu 
leading  regulators  and 
trialists.  Endorsed  by  Br 
corporate  elite,  the  Bank  of  Englan 
the  London  Stock  Exchange,  the  i 
codifies  "best"  corporate  pra| 
Among  its  key,  but  voluntary,  i 
mendations:  Split  the  posts  of  cha 
and  CEO,  increase  the  say  of  indepd 
directors  on  audit  and  compensatioi 
mittees,  and  disclose  executive  pay 
fully.  British  companies  will  have 
port  compliance  to  the  stock  excl 
And  the  report's  influence  may  sj 
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whenever  Ihe  money-management  busi- 
ess  sees  a  trend,  they  immediately  try 
D  design  products  to  cash  in  on  it,"  says 
major  investment  manager.  A  Monks- 
tyle  fund  run  by  fast-buck  specukitors 
ould  hold  managers  hostage. 
REATIVE  TENSION.  Most  of  that  is  non- 
ense,  Haas  says,  promulgated  by  exec- 
tives  whose  power  would  be  curbed. 
You'll  get  all  kinds  of  people  who  say 
lis  won't  work,  but  they  can't  hold  back 
ae  tide.  Relationship  investing  is  the 


wave  of  the  future."  Adds  Stanford's 
Grundfest:  "Look,  there  are  .serious 
problems  with  our  corporate-governance 
system.  Just  because  there  are  problems 
with  the  new  regime  doesn't  mean  it 
shouldn't  evolve."  He  worries  that  si- 
lence by  shareholders  will  be  miscon- 
strued by  boards  as  approval,  for  exam- 
ple. And  eventually,  investors  could  get 
too  close  to  management,  destroying 
what  should  be  a  creative  tension  be- 
tween them. 


No  system  of  governance  is  perfect. 
But  relationship  investing  might  well 
take  the  U.  S.  system  closer  to  what  it 
was  in  years  past,  before  computerized 
stock-picking,  program  trading,  deriva- 
tive instruments,  and  all  the  other  de- 
vices that  have  turned  the  stock  market 
into  a  casino.  By  restoring  the  virtues  of 
patient  capital  and  management  account- 
ability to  Corporate  America,  it  could  be 
a  tonic  for  the  nation's  economy. 

By  Judith  H.  Dobrzynski  in  New  York 
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tKER.  In  December,  it  joined  forces 
unds  in  Germany  to  try  to  undo  an 
^ement  at  electricity  maker  PvWE 
■ave  minority  shareholders  a  major- 
the  voting  rights.  Nicolaus-Jiirgen 
:art,  a  Frankfurt  shareholder-rights 
r,  argues  that  even  in  defeat, 
RS  put  down  a  marker.  "It  was  im- 
ile  to  win,"  says  Weickart,  "but  it 
he  first  time  [Deutsche  Bank  and 
ner  Bank]  abstained  from  voting 
proxies."  The  CalPERS  move  and  a 
of  recent  hostile  takeovers  in  Ger- 
have  emboldened  others.  A  Mar.  11 
lolder  proposal  at  Siemens,  the 
Dnics  giant,  to  strip  multiple  voting 


ANTHONY  BOLTON 

FIDELITY  INVESTMENT  SERVICES 
"We  want  to  see  the  other 
European  systems  come  into  line" 


rights  from  the  descendants  of  the 
founding  von  Siemens  family  is  given  a 
reasonable  chance  of  succeeding. 

A  cadre  of  local  gadflies,  such  as 
Weickart,  also  are  sowing  the  seeds  of 
wider  shareholder  activity.  Former  Nes- 
tle manager  Andre  Baladi,  now  an  inde- 
pendent investment  adviser,  has  been 
railing  against  the  Swiss  food  giant's  div- 
idend policy  for  years  and  was  in  a  camp 
of  investors  who  succeeded  in  opening 
registered  shares  to  foreign  holders.  And 
though  the  Dutch  Shareholders  Assn.,  a 
group  of  small  investors  and  institutions, 
failed  last  year  to  block  a  merger  of  Na- 
tionale  Nederlanden  and  NMB  Postbank, 
it  did  manage  to  get  the  price  raised. 
Meanwhile,  Deminor,  a  Belgian  company 
representing  small  holders  in  Wagons- 
Lits,  a  travel-services  company,  has  won 
a  court  judgment  against  French  hotelier 
Accor  to  get  a  higher  price  in  a  takeover. 
Accor  is  appealing. 

Investor  disenchantment  is  growing 
even  in  Japan,  where  crosslinks  between 
corporate  groups  and  banks  is  now  seen 
as  making  managers  too  entrenched. 
Shareholders,  growing  restless  with  low 
dividends  and  paltry  earnings,  now  have 
some  heavy  backing.  A  Japanese  Justice 


Ministry  committee  just 
proposed  changes  to  the 
commercial  code  to  force 
companies  to  take  on  tru- 
ly independent  auditors 
and  to  ease  the  way  for 
investors  to  sue  company 
officials. 

PROSELYTIZING.  Share- 
holders all  over  the  world 
eagerly  watch  the  U.  S. 
CalPERS'  CEO  Dale  M. 
Hanson  is  often  sought 
out  for  advice  by  institu- 
tions in  Canada  and  Ja- 
pan. American  activist 
Robert  A.  G.  Monks, 
founder  of  Lens  Inc.,  in 
February  traveled  to  Aus- 
tralia, Singapore,  the 
Netherlands,  and  Germa- 
ny proselytizing  to  share- 
holders. The  Dutch  invest- 
ment funds,  with  big 
international  holdings, 
look  particularly  promis- 
ing to  him.  Says  Monks:  "We'll  probably 
help  them  devise  a  program  [for  Europe] 
through  which  they  can  become  suitable 
active  shareholders  without  creating  un- 
due problems." 

None  of  this  is  being  lost  on  heads-up 
managers.  Britain's  struggling  Imperial 
Chemical  Industries  PLC,  for  example, 
has  been  moving  fast  to  change  course 
and  to  court  institutions.  On  Feb.  25,  its 
board  approved  the  biggest  corporate 
breakup  in  British  history,  splitting  the 
manufacturing  bulwark  into  separately 
quoted  chemical  and  drug  units.  And  in 
Germany,  Boston  Consulting  Group  Inc. 
is  advising  companies  on  enhancing 
shareholder  value.  "The  trigger  has  been 
that  international  investors  are  exerting 
more  pressure,"  says  Thomas  Lewis  of 
BCG's  Munich  office. 

From  Tokyo  to  Toronto,  Berlin  to  Bir- 
mingham, shareholders  are  demanding  to 
be  heard.  And  executives  are  beginning 
to  learn  that  rebuffing  them  may  well 
risk  their  jobs,  access  to  capital,  and 
eventually,  the  ability  to  compete  in  a 
global  economy. 

By  Richard  A.  Melcher  in  London,  with 
Patrick  Osier  in  Brussels  and  bureau 
reports 
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HEALTH  CARE  I 


'A  CRISIS  OF 
MEDICAL  SUCCESS' 


Teclinology  is  making  health  costs  soar — a  mixed  blessing 


Greedy  doctors.  Litigious  patients. 
Risk-averse  insurers.  Piles  of  pa- 
perwork. Unnecessary  tests.  Ex- 
cessive care  for  tlie  aged  and  tlie  termi- 
nally ill. 

Take  your  pick.  Just  about  everybody 
has  their  pet  explanation  for  why  the 
nation's  health-care  bill  is  growing  by 
leaps  and  bounds,  headed  beyond  $900 
billion  this  year.  It's  true  that  the  price 
of  medical  services  is  rising  faster  than 
the  general  inflation  rate,  in  part  be- 
cause nurses'  and  physicians'  wages  are 
growing  faster  than  other  wages.  It's 
also  the  case  that  waste,  fraud,  and 
abuse  are  inflating  health-care  costs. 
And  demographic  forces,  such  as  an  ag- 
ing population  with  a  longer  life  expec- 
tancy than  ever  before,  are  also  boosting 
expenditures. 

But  the  biggest  force  driving  costs 
ever  higher  is  at  once  more  benign  and 
harder  to  control — technological  ad- 
vances in  the  practice  of  medicine.  After 
allowing  for  all  the  other  factors,  there's 
still  anywhere  from  30'/  to  40'/'  of  the 
real,  or  afterinflation,  growth  in  spend- 
ing left  unexplained,  observes  Judith  R. 
Lave,  professor  of  health  economics  at 
the  University  of  Pittsburgh.  And  ex- 
perts such  as  Lave  believe  technology  is 
the  missing  factor.  A  panoply  of  new 
procedures  and  products,  from  magnetic 
resonance  imaging  (MRI)  to  hip  replace- 
ment, didn't  exist  or  wasn't  widely  dif- 
fused a  couple  of  decades  ago.  Mean- 
while, a  host  of  new  ones  are  on  the 
horizon.  Says  William  B.  Schwartz,  pro- 


fessor of  medicine  at  the 
University  of  Southern  Cal-  u 
ifornia:  "The  health-care  ,^ 
crisis  is  a  crisis  of  medi- 
cal  success."  ,       "  = 

NO  BLESSING.  It's  no 
mystery  how  this  hap- 
pened. While  only  107<  of 
the  population  was  insured  after 
World  War  II,  today  85'^^  is  in- 
sured. Insurance  has  aided  and 
abetted  the  development  of  the 
most  sophisticated  medical  tech- 
nologies in  the  world.  At  the 
same  time,  having  someone  else 
to  pay  the  bills  buoyed  both  the 
demand  for  and  the  supply  of 
medical  care.  And  economics 
teaches  that  demand  for  medical 
services  rises  as  incomes  rise,  so 
one  would  expect  the  world's 
most  advanced  nation  to  spend  a 
great  deal  on  health  care  (page 

m. 

That  doesn't  mean  the  U.  S.  is  spend- 
ing the  money  in  the  best  way  possible 
or  that  it  might  not  be  better  to  rein  in 
the  rapid  growth  in  spending.  For  one 
thing,  technology  is  not  always  an  unal- 
loyed blessing.  'The  appropriate  use  of  a 
single  procedure  can  be  hotly  debated  by 
a  roomful  of  physicians.  Further,  the 
supply  of  new  technologies  is  constantly 
being  replenished.  So  the  "intensity"  of 
use  of  medical  services — most  of  them 
technologically  advanced  in  nature — has 
grown  (chart),  pushing  the  health-care 
bill  up  5'/f  to  67'  in  real  terms  each  year. 


▲  PERCENT 


WHAT'S  DRIVING  HEALTH-CARE  COSTS  UP 
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Today,  most  health  economists  agre(. 
that  it  is  the  high-tech,  low-benefit  comi 
ponent  of  health  care — the  2,000  MRi 
tests,  for  example,  that  yield  but  one 
finding  of  an  aneurysm  or  a  tumor,  for  ; 
total  cost  of  $2  million — that  is  mos 
costly  for  the  nation.  Whatever  Hillan 
Rodham  Clinton  and  her  husband  pro 
pose  in  the  way  of  managed  competitior 
will  presumably  address  that  issue.  Bu 
health  experts  stress  that  it's  not  jus' 
the  cost  of  medicine,  it's  efficacy  thai 
must  come  under  tougher  scrutiny.  Rob 
ert  H.  Brook,  a  physician  at  Rand  Corp 
in  Santa  Monica,  Calif.,  calls  for  "clinica 
reform" — the  evaluation  of  the  appropri 
ateness  of  various  procedures  on  medi 
cal,  rather  than  financial,  grounds. 
EASY  TARGETS.  Health-care  providers 
and  insurers  have  been  able  to  cut  costsi 
but  not  for  long.  After  a  while,  the  gains 
have  been  swamped  by  new  cost  in 
creases.  In  1983,  the  government  intro- 
duced a  system  for  pricing  hospital  ser- 
vices paid  for  by  medicare,  which  did  cut 
costs.  But  it  also  shifted  costs  onto  the 
private  sector.  The  drive  by  many  com- 
panies to  push  employees  and  their  fam- 
ilies into  preferred  provider  organiza- 
tions (PI'Os)  and  health  maintenance 
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ganizations  (HMOS),  while  generally 
ccessful  in  cutting  costs  in  the  early 
ars,  may  not  hold  down  the  long-run 
owth  rate  in  costs,  experts  say.  That's 
cause  it's  easy  to  achieve  big  gains 
tially  by  cutting  back  on  the  number 

hospital  days.  Eventually,  however, 
10  costs  tend  to  grow  in  line  with  econ- 
lywide  increases  in  medical  costs  as 
40s  come  under  pressure  to  provide 
vanced  care  and  top  medical  talent. 
With  cost  containment  so  difficult,  the 
sier  targets  are  tempting  and  popular, 
aste  and  fraud  rank  high  on  the  list, 

does  price-gouging.  The  trouble  is, 
e  savings  aren't  easy  to  accomplish, 
fid  while  they  may  lower  the  absolute 
^^el  of  health-care  spending,  the  cuts 
ill  do  little  to  affect  the  long-run 
•owth  rates  associated  with  the  diffu- 
Dn  of  new  technologies.  Take  drug 
■ices,  for  which  President  Clinton  re- 
ntly  lambasted  the  pharmaceutical  in- 
istry.  It's  true  that  the  industry  has 
;en  raking  in  profits  on  both  new 
•ugs  and  copycat  drugs  (BW — Mar.  8). 
But  drugs  account  for  a  small  portion 
■  overall  health  costs — about  17' — and 
'ten,  even  at  high  prices,  they  substi- 
te  for  more  expensive  medical  care. 


Victor  Fuchs,  health  economist  at  Stan- 
ford University,  argues  that  if  drug- 
company  profits  were  slashed  in  half, 
health-care  expenditures  would  fall  by 
less  than  1%,  or  $9  billion  a  year. 

Wages  may  become  another  target  for 
cost  control.  The  median  net  income  of 
physicians  rose  from  $75,000  in  1981  to 
$180,000  in  1990,  according  to  the  Ameri- 
can Medical  Assn.,  for  an  annual  gain  of 
6.37'.  Median  weekly  earnings  of  full- 
time  registered  nurses  also  grew  steadi- 
ly in  the  1980s,  climbing  from  $396  in 
1983  to  $662  a  week  in  1992,  according  to 
the  BLS.  But  nurses'  wages  climbed  in 
direct  response  to  shortages,  so  it  would 
hardly  be  wise,  observes  USC's  Schwartz, 
"to  cut  wages  and  degrade  skills."  And 
Stanford's  Fuchs  observes  that  a  20% 
cut  in  the  net  incomes  of  physicians 
would  reduce  the  total  health-care  bill  by 
only  27',  or  $18  billion.  "The  potential 
savings  from  elimination  of  excess  re- 
turns to  suppliers  of  care  are  small,"  he 
^«&.  concludes. 

DOUBLE-COUNTING.  Similarly,  the 
contention   that   malpractice  con- 
cerns are  driving  up  costs  appears 
to  be  overdone.  Henry  J.  Aaron,  di- 
rector of  economic  policy  at  the  Brook- 
ings Institution,  argues  that  "direct  li- 
ability costs  are  a  drop  in  the  ocean"  and 
that  the  indirect  costs  of  "defensive 
medicine" — overuse  of  tests  and  spend- 
ing more  time  with  patients  to  protect 
against  malpractice  suits — while  difficult 
to  measure,  are  unlikely  to  be  large. 
"My  guess  is  that  excess  services,  in- 
cluding featherbedding,  amount  to  $25 
billion  at  most,"  says  Aaron. 

Administrative  costs  are  also  a  prime 
target  for  cuts.  A  recent  study  by  Stef- 
fie  Woolhandler  and  David  U.  Himmel- 
stein  of  the  Harvard 
Medical  School  esti- 
mated that  if  the 
U.  S.  used  a  single- 
payer  system,  such 
as  Canada's,  it  could 
save  more  than  $70 
billion  a  year.  And 
eliminating  fraud 
and  abuse  by  medi- 
cal practitioners 
might  save  another 
$70  billion,  the  Gen- 
eral Accounting  Of- 
fice suggested  in  a 
1992  report. 

The  push  to  find 
such  savings  is  nec- 
essary, and  the  cuts 
proposed  above  ap- 
pear to  yield  savings 
of  $200'  billion.  But 
there  is  a  large 
amount  of  double- 
counting  in  these  es- 


timates, and  there  is  no  way  all  those 
cuts  could  be  made.  Brookings'  Aaron 
contends  that  "at  most  we  could  squeeze 
one  year  or  18  months'  worth  of  growth 
in  health-care  spending  out"  of  the  sys- 
tem. After  such  cuts,  the  growth  in 
spending  would  resume,  thanks  largely 
to  the  march  in  technology. 

So  some  experts  are  focusing  on  the 
demographic  factors  driving  cost  as  a 
more  fertile  area  for  savings.  Baby 
boomers  are  aging,  and  there  is  already 
a  tendency  for  more  medical  care  to  be 
dispensed  to  the  aged.  Approximately 
21%  of  medicare's  1993  budget  of  $145 
billion,  or  $30  billion,  will  go  toward 
medical  care  for  persons  in  the  last  six 
months  of  their  lives,  according  to  esti- 
mates by  the  Health  Care  Financing  Ad- 
ministration. That  share  could  climb  as 
the  population  ages.  Currently,  about 
12%  of  the  population  is  over  65  years  of 
age  and  by  2010  it  will  rise  to  157s  ac- 
cording to  David  J.  Weinschrott  of  the 
Hudson  Institute. 

There  is  already  a  sharp  concentration 
of  spending  on  medical  care  by  a  small 
group  of  people.  In  1987,  the  latest  year 
for  which  such  figures  are  available,  the 
top  1%  of  health-care  spenders  in  the 
country  accounted  for  30%  of  total 
health  spending  (excluding  nursing- 
home  expenditures).  That's  up  from  27%' 
a  decade  earlier  and  177  in  1963,  accord- 
ing to  Alan  C.  Monheit,  an  economist  at 
the  Agency  for  Health  Care  Policy  & 
Research,  an  agency  of  the  Health  & 
Human  Services  Dept.  Just  under  half 
of  the  big  spenders  were  elderly. 

Economists  are  increasingly  question- 
ing such  spending,  especially  when  it  ap- 
pears to  be  going  toward  patients  who 
will  shortly  die.  "There's  an  enormous 
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use  of  resources  for  people  who  are 
large  users,"  observes  Allan  Meltzer, 
economist  at  Carnegie  Mellon  Universi- 
ty. "It  may  be  humane,  but  it's  not  pro- 
ductive. We  need  to  think  about  how  we 
allocate  society's  resources." 

Health  experts  caution  against  the 
suggestion  that  costs  can  and  should  be 
controlled  by  withholding  care  to  those 
who  are  deemed  likely  to  die.  First  of  all, 
it's  impossible  to  know  for  sure  who  will 
die  and  who  will  live.  Furthermore,  ar- 
gues Joseph  P.  Newhouse,  professor  of 
health  policy  and  management  at  Har- 
vard, "the  data  offer  little  support  for 


the  notion  that  society  is  wasting  an 
ever-larger  share  of  resources  in  a  fruit- 
less attempt  to  save  those  who  are  about 
to  die."  While  spending  on  terminally  ill 
patients  consumes  a  large  share  of  medi- 
care's budget,  preliminary  estimates 
based  on  the  National  Medical  Expendi- 
ture Survey  for  1987,  by  the  Agency  for 
Health  Care  Policy  &  Research,  found 
that  only  about  6.6/'  of  total  medical 
expenditures  in  that  year  went  toward 
care  for  non-institutionalized  people  who 
died  in  that  year.  That's  equivalent  to 
about  0.57(  of  gross  domestic  product. 
All  Americans,  even  to  some  degree 


the  uninsured,  have  benefited  froma 
generous  and  highly  advanced  mediil 
system.  Yet  in  that  vast  market  of  mti- 
cal  services  that  will  shortly  cost  te 
nation  $1  trillion  a  year  lies  an  enornn  - 
gray  area  of  high-cost  care  with  unr 
tain  benefits.  Having  applied  great  in 
nuity  and  innovation  to  developing  ii 
medical   technologies,   Americans  ii'. 
need  to  develop  exacting  standards  i 
dispensing  those  technologies  whi 
they  will  do  the  most  good.  No  oti 
cost-cutting  strategies  will  be  nearly 
effective,  . 

By  Karen  Pennar  in  New  Vc 


Commentary/by  Christopher  Farrell 

HEALTH-CARE  COSTS:  DON'T  BE  TOO  QUICK  WITH  THE  SCALPEL 


The  numbers  are  staggering.  The 
nation's  medical  tab  will  be  $900 
billion  this  year,  up  from  $250  bil- 
lion in  1980.  The  14.47'  of  gross  domes- 
tic product  the  U.  S.  spends  on  health 
care  is  significantly  higher  than  any 
other  industrialized  nation.  And  the 
worst  is  yet  to  come,  we  are  told.  Cur- 
rent projections  show  U.  S.  health  ex- 
penditures rising  to  more  than  187  of 
GDP  by  2000  and  227  by  2010— if  noth- 
ing is  done. 

The  President  has  promised  swift  re- 
form, and  Hillary  Rodham  Clinton  is 
heading  the  attack.  There's  no  question 
the  system  needs  fixing.  U.  S.  health- 
care spending  is  about  257  higher  than 
in  other  major  indus- 
trial countries,  after 
adjusting  for  GDP  and 
population  differ- 
ences. Billions  could 
be  saved  by  eliminat- 
ing administrative 
waste,  cutting  down 
on  low-benefit  medi- 
cal procedures,  and 
introducing  more 
competition  into  the 
medical  business.  To 
curb  rising  technol- 
ogy costs,  some  high- 
tech services  must  be 
rationalized  around  the  country.  Most 
important,  the  patchwork  quilt  of  pri- 
vate and  public  systems  is  in  need  of 
repair,  especially  with  37  million  Amer- 
icans going  without  coverage. 

Yet  lost'  in  all  the  recent  rhetoric 
about  cost  contiiinment,  global  health 
budgets,  and  greedy  drug  companies  is 
the  fact  that  rising  health-care  spend- 
ing is  not  quite  the  devil  it's  made  out 
to  be.  The  increased  spending  has  im- 
proved the  quality  of  life — especially 
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for  older  people — and  generated  a  lot 
of  economic  growth  to  boot.  And  as 
medical  advances  open  up  new  cures 
and  the  population  ages,  Americans 
may  well  want  to  spend  more  of  their 
GDP  on  health  care — not  less. 
HIP  HOORAY.  Despite  legitimate  com- 
plaints, Americans  have  gotten  a 
healthy  return  on  money  spent  for 
health  care.  For  instance,  in  10  years, 
from  1980  to  1990,  life  expectancy  at 
birth  for  women  rose  from  77.4  to  78.8 
years,  and  for  men  the  improvement 
was  larger — 70  to  71.8  years.  And  for 
women  who  reach  age  65  in  1990,  the 
average  life  expectancy  had  increased 
to  84,  vs.  80  in  1950.  Perhaps  more 
important,  advances 
in  medical  technol- 
ogies, from  coronary 
angioplasty  to  hip  re- 
placements, have  re- 
lieved pain  and  made 
it  easier  for  people  to 
live  normal  lives. 

New  medical  tech- 
nologies cost  big 
bucks.  But  these  in- 
novations are  almost 
always  developed  by 
America's  most  glob- 
ally competitive  busi- 
nesses, such  as  phar- 
maceuticals, which  spur  U.  S.  economic 
growth.  Ditto  for  the  biotech  industry, 
which  didn't  even  exist  two  decades 
ago.  Biotechnology  sales  are  expected 
to  rise  from  $6  billion  last  year  to  $50 
billion  by  the  turn  of  the  century.  And 
since  about  half  the  world's  medical 
research  is  conducted  in  the  U.  S.,  med- 
ical breakthroughs  and  new  treatments 
are  sure  to  keep  the  U.  S.  in  the  fore- 
front of  new  health-care  businesses. 
Health  care  is  also  a  big  employer. 


with  almost  9  million  workers.  The  ii 
dustry  has  been  generating  lots  of  job 
recently — 512,000  jobs  alone  in  the  firs 
22  months  of  the  current  economic  r( 
covery.  Without  these  hires,  payro 
employment  would  be  down  by  14,00( 
Health  care  is  a  big  source  of  minorit 
employment  in  many  parts  of  the  cour 
try,  too.  Nationally,  from  1987  to  199^ 
health  care  accounted  for  537  of  jol 
gains  by  blacks  and  447-  by  women. 

How  much  a  country  spends  oi 
health  care  also  depends  on  its  GDP  pe 
capita — and  America's  is  by  far  th 
world's  highest.  Simply  put,  when  liv 
ing  standards  rise,  people  spend  a  big 
ger  slice  of  their  incomes  on  health 
Indeed,  the  claim  that  we  can  no  long 
er  afford  to  spend  so  much  of  our  GDI 
on  health  care  largely  reflects  the  fac 
that  productivity  growth,  and  there 
fore  real  incomes,  has  been  slow  foi 
over  a  decade.  Since  1973,  productivity 
has  expanded  at  about  a  17  annua 
rate,  far  below  the  2.57  annual  rate  o: 
the  previous  quarter  century.  Had  pro 
ductivity  kept  up  with  its  earlier  pace 
today's  GDP  would  be  a  lot  higher  anc 
health-care  costs  far  more  affordable. 

It's  still  critical  to  wring  out  wasU 
and  achieve  efficiencies  where  possible 
But  it  will  be  a  lot  easier  to  deal  wit! 
the  health-care  problem  if  productivitj 
averages  annual  gains  of  27"  to  37  ir 
the  1990s,  as  many  economists  expect 
The  Clinton  Administration  is  alreadj 
trying  to  spur  productivity  growth 
Now,  as  it  embarks  on  a  concerted  ef 
fort  to  reform  the  nation's  health-care 
system,  it  should  avoid  overzealous 
cost-containment  measures  that  coulc 
cut  into  the  system's  muscle. 

Economics  Editor  Farrell  covers  all  ar 
eas  of  the  economy. 
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WE  ASKED  OUR  CUSTOMERS 
FOR  A  FEW  GOOD  POINTERS 


ON  HOW  TO  DESIGN  A  TOTAL 
COMMUNICATIONS  SOLUTION. 


I 


'Make  it  advanced."  >^ 

We  don't  want  promises. 
We  want  powerful  features 
that  work  right  now. 
Union  Pacific  Railroad 


■Make  it  effortless.". 

Don't  just  sell  us  a 
system.  Take  full 
responsibility  for 
success  at  every  step. 
Sky  Chefs 


'Make  it  versatile."^ 

We  want  to  access 
voice,  data  and  video 
information  with  one 
integrated  system. 
Cat  State  University, 
Fresno 


'Make  it  reliable." 

When  you're  as  service- 
oriented  as  we  are,  you 
can't  afford  any  surprises 
on  the  front  line. 
United  Ad  Label 


Make  it  flexible." 

It  has  to  work  for  a  lot  of 
different  people  in  a  lot  of 
different  configurations. 
Center  for 
Blood  Research 


Make  it  fit." 

Be  willing  to  learn  about 
our  business  and  tailor  a 
system  that's  right  for  us. 
New  Jersey  Transit 


"Make  it  expandable." 

We  want  a  system  that 
can  meet  our  needs 
today  and  grow  with  us 
in  the  future. 
McLaren  Regional 
Medical  Center 


Make  it  compatible." 

We  use  equipment  from 
a  variety  of  vendors. 
Can  you  make  it  all 
work  together? 
Cox  Enterprises 


Make  it  affordable." 

Give  us  a  non-blocking 
architecture  that  doesn't 
require  a  lot  of  extra 
equipment. 
Venture  Stores 


Used  to  be,  the  only  question  was  how  many  phones:  "'How  many  people  work  here?  106? 
OK,  yon  need  105  little  phones  and  one  big  one  (for  the  receptionist). " 

Now,  the  question  is,  how  do  you  use  your  phones?  Do  you  sell  by  phone?  Do  you  buy  by  phone?  Do  you 
switch  data,  use  voice  mail,  videoconference?  Only  after  closely  analyzing  your  strategic  requirements  and 
phone  use  patterns  -  patterns  that  even  you  may  not  be  completely  aware  of  -  do  ^^^^ 


we  tailor  a  total  package  of  specialized  applications  that  precisely  fits  your  needs. 
To  learn  more  about  the  Fujitsu  F%00  ISDN  PBX,  call  us  at  1-800-55.^-3263. 

The  F9600  Digital  Telephone  from  Fu|itsu,  a  $25-billion  global  telecommunications  leader  serving  over  100  countries 
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We  look  for 
things  you  might 

otherwise  miss 

Uncover  hidden  value  with  LBJ 


Business  support  is  at  the  core  of  the  Industrial  Bank 
of  Japan's  global  corporate  banking.  IBJ  takes  the  time 
to  get  a  deeper  understanding  of  each  market  and 
creates  original,  individualized  products  through  long 
and  close  relationships  with  clients — strategic  assistance 
to  build  a  firmer  foundation  for  new  or  existing 
ventures,  or  get  an  impoiiant  head  start  in  growth. 

IBJ's  world-class  research  and  analysis  stems  from 
the  enormous  wealth  of  information  available  to  IBJ 
on  request  through  its  close  relationships  with  Japanese 
corporations,  from  active  participation  on  many 
governmental  committees,  and  from  IBJ's 
well-established  global  network. 


Historically  qualified  in  business 
development 

IBJ's  experience  as  a  long-term  lender 
charged  with  stimulating  business  and 
industrial  development  has  broadened 
our  perspective  and  taught  us  the  value 
of  fast,  flexible  and  informed  action. 

IBJ  pioneered  Japan's  project  financ- 
ing in  the  1950s.  In  the  1960s,  IBJ  led 
the  restructuring  of  industries  as  Japan's 
"neutral  think  tank"  in  deals  such  as 
mergers  that  formed  a  newly  invigorated 
Nissan,  and  the  creation  of  Nippon 
Steel  Corporation  (the  world's  largest 
steelmaker). 


Japan's  most  respected  bank 

IBJ  is  in  close  touch  with  an  exten- 
sive client  list  covering  over  90*Vo  of 
Japan's  top  200  companies.  The  bank's 
strong  relationships  in  all  sectors  of 
Japanese  industry  reflect  its  neutral 
and  unbiased  position  with  respect  to 
Japan's  corporate  alignments. 

IBJ  was  rated  highest  in  overall 
banking  service  in  a  Nihon  Keizai 
Newspaper  poll  of  2,324  publicly  traded 
Japanese  firms,  and  has  been  ranked 
number  one  every  year  since  the  poll's 
inception.  The  Wall  Street  Journal 
named  IBJ  one  of  the  12  top  banks  to 
lead  the  financial  world  through  the 
year  2000. 


The  worldwide  corporate  connection 

Combining  product  and  relationship 
banking  on  a  global  scale,  IBJ  serves 
the  international  corporate  community 
with  a  full  spectrum  of  corporate  bank- 
ing services  based  on  a  strong  sense  of 
commitment  to  all  its  customers. 

With  15  branches,  17  representative 
offices,  and  15  major  subsidiaries  over- 
seas— locations  across  the  Americas, 
Europe,  Asia  and  Oceania — IBJ  is 
applying  its  full  power  and  resources  as 
one  of  the  largest  banks  in  the  world, 
providing  customers  with  information 
and  fresh  ideas. 

With  corporate  activities  becoming 
increasingly  borderless,  IBJ  has  offered 
a  variety  of  seminars  to  representatives 
of  governments,  financial  institutions 
and  corporations  from  around  the 
world,  in  its  Industrial  Finance  Seminar 
(IFS)  program. 


What's  best  for  all  concerned? 

IBJ's  assistance  with  effective,  well- 
planned  corporate  development  is  based 
on  a  simple  principle:  seeking  the  best 
for  all  concerned. 

IBJ  keeps  customers'  long-term  in- 
terests always  at  heart.  If  a  deal  is  priced 
too  high,  involves  too  great  a  debt  load, 
or  presents  too  much  risk  in  a  cyclical 
industry,  our  analysts  will  help  them 
weigh  the  alternatives. 


Securities-related  services 

IBJ  Group  is  active  in  securities  trad- 
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PREMECOURTI 


mil  THE  HIGH  COURT  MAKE 
DAMAGES  LESS  PUHITIYE? 


ailing  awards  too  high,  business  wants  caps,  national  standards 


It  started  out  nine  years  ago  as  an 
arcane  dispute  over  the  title  to  a 
desolate  spit  of  land.  But  TXO  Pro- 
jctions  Corp.,  a  Dallas-based  unit 
USX  Corp.,  made  a  federal  case 
/ev  a  1,000-acre  tract  in  West 
irginia's  coal  country.  Now, 
le  legal  squabble  has  be- 
)me  Corporate  America's 
3st  chance  to  sf}uelch  what  it 
aims  is  an  epidemic  of  mega- 
icks  punitive-damage  awards. 
The  U.  S.  Supreme  Court  on 
ar.  31  will  hear  TXO's  appeal  of 
West  Virginia  jury's  decision  to 
ap  the  oil  and  gas  company  with 
$10  million  punitive  sanction— 526 
mes  the  actual  loss  in  the  dis- 
jte.  The  decision  to  hear  the 
ise  took  most  legal  experts  by 
irprise:  Only  two  years  ago, 
le  justices  heard  another  chal- 
nge  to  punitive  damages.  But 
lat  ruling  only  complicated  mat- 
irs  for  state  courts  and  legisla- 
ires.  And  it  did  little  to  curb  the 
ze  of  punitive-damage  awards.  In 
muary,  for  instance,  an  Atlanta 
iry  imposed  $101  million  in  punitive 
amages  against  General  Motors  Corp. 
1  the  case  of  a  teenager's  death,  which 
as  allegedly  caused  by  defects  in  a  GM 
ickup  truck.  And  a  1992  Texaco  Inc. 
,udy  of  cases  in  California,  Illinois,  New 
ork,  and  Texas  shows  that  between 
16  years  1968  and  1971,  and  in  1988- 
l,  punitive  damages  rocketed  from  a 
)tal  of  $800,000  to  $312  million-increas- 
ig  by  a  multiple  of  117,  after  adjusting 
ir  inflation. 

UT  OF  CONTROL?  The 

loi'mous  disparity  be- 
veen  TXO's  actual  and 
anitive  judgments  lies 
:  the  heart  of  a  new 
-rategy  that  business 
taking  to  persuade 
16  high  court  to  curb 
16  awards.  Manufactur- 
es, financial-services 
nd  accounting  firms, 
ledia  companies,  and 
;hers  want  the  justices 
)  impose  some  kind  of 
ip,  perhaps  limiting 
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punitive  damages  to  four  times  the  ac- 
tual loss  a  plaintiff  suffers.  The  outsize 
verdicts,  they  contend,  are  so  unfair 
that  they  are  unconstitutional.  "The  sys- 
tem is  getting  out  of  control,"  says  Leo- 
nard P.  Novello,  general  counsel  of  ac- 
counting firm  KPMG  Peat  Marwick, 
which  submitted  one  of  more  than  a 


HOW  STATES  REIH  IN  PUNITIVE  DAMAGES 


(STATES  WITH  CAPS  ON  i  STATES  THAT  BAR 
PUNITIVE  DAMAGES 


PUNITIVE  DAMAGES 


MASS- 
CONN.- 


ONLY  IN  PRODUOLIABILIIY  CASES 
DATA:  AMERICAN  TORT  REFORM  ASSN 


dozen  friend-ol'-the-court  briefs  urging 
refoi'm. 

But  public  interest  groups,  such  as 
Consumers  Union  and  Trial  Lawyers  for 
Pul)lic  Justice,  argue  that  a  cap  on  puni- 
tive damages  would  undermine  their 
purposes,  which  are  to  punish  and  deter. 
Lai'ge  companies  would  barely  feel  the 
sting  of  smaller  awards:  "With  big  com- 
panies, you  need  to  hit  them  over  the 
head  with  a  two-by-four,"  says  Arthur  H. 
Bryant,  who  heads  the  Ti'ial  Lawyers 
ffir  Public  Justice. 

Nevertheless,  some  states  have  al- 
ready passed  laws  restricting  punitive- 
damage  awards  (map).  While  the  Su- 
preme Court  has  Ijeen  reluctant  to 
do  the  same,  corporate  lawyers 
have  high  hopes  for  this  case. 
They  plan  to  argue  that  intem- 
perate comments  by  a  West  Vir- 
ginia Supreme  Court  justice  show 
the  kind  of  home-court  advantage 
l^laintiffs  often  have  when  they  sue 
out-of-state    companies.  Getting 
gouged  if  you're  from  out  of  state 
"is  a  very  real  fear,"  says  Carter  G. 
Phillips,  the  Washington  attorney 
representing  TXo. 

That's  why  the  stakes  are  so 
great  in  the  TXO  case.  The  legal 
tussle  started  when  the  company, 
eager  to  develop  new  oil  and  gas 
properties,  agreed  to  lease  land 
in  southern  West  Virginia  from  a 
local  company.  Tug  Fork  Land  Co., 
two  area  residents,  and  Dallas- 
based  Alliance  Resources  Corp.  Lat- 
er, TXO's  lawyers  claimed  that  title  to 
the  property  wasn't  clear  and  asked  the 
court  to  resolve  the  matter. 
HOMETOWN  JOB.  The  landlords  fought 
l:)ack,  charging  TX( )  with  an  oliscure  legal 
violation  called  "slander  of  title."  The 
jury  found  that  TXO  had  fabricated  the 
dispute  to  gain  leverage  in  negotiations 
over  royalties.  Such  hardball,  the  jury 
concluded,  deserved  harsh  punishment. 
In  what  some  lawyers  regarded  as  a 
classic  hometown  job,  the  jurors  award- 
ed the  landlords  actual  losses  of  only 
$19,000  but  $10  million 
in  punitive  damages. 
"The  $10  million  was  a 
shock,"  says  Richard  L. 
Horstman,  an  attorney 
for  Houston-based  Mar- 
athon Oil,  which  took 
over  TXO  in  1991.  The 
landlords'  lawyers  de- 
clined comment. 

The  West  Virginia 
Supreme  Court's  deci- 
sion upholding  the  ver- 
dict only  hardened  TXO's 
feeling  that  it  had  been 
done  in.  In  the  court's 


MARCH  15,  199"^ 


e 


unanimous  opinion,  Judge  Richard  Nee- 
ly  characterized  some  defendants  as 
"really  stupid"  and  others  as  "really 
mean,"  implying  that  TXO's  "mean"  ac- 
tions warranted  an  award  of  punitive 
damages.  And  in  ruling  that  the  jury 
<-ould  look  to  the  $2.5  hillion  net  worth 
of  its  parent  company  in  assessing  sanc- 
tions, he  wrote:  "It  is  the  management 
of  Lisx  that  must  ultimately  make  the 
decision  that  its  employees  will  not  en- 
gage in  malicious  and  nefai'ious  business 
activities." 

Public  interest  groujjs  and  plaintiffs' 
lawyer's  say  that  large  awards  are  a  I'ar- 
ity,  and  that  most  are  scaled  back  or 
tossed  out  on  appeal.  From  1965  to  1990, 
for  instance,  there  were  355  punitive- 
damage  awards  in  product-liability  cases, 
and  al)out  half  were  reduced,  according 
to  a  1991  study  by  Professor  Michael 
Rustad  of  Boston's  Suffolk  University's 
law  school. 

DIFFERENT  CLIMATES.  It's  far  from  cer- 
tain that  business  will  get  what  it  wants. 
In  the  past,  justices  have  invited  compa- 
nies to  challenge  mega-awards,  suggest- 
ing that  the  high  court  would  rein  them 
in.  But  the  justices  did  far  less  than 
l)usiness  had  hoped.  In  1989,  the  high 
court  rejected  the  argument  that  big 
punitive  awards  violated  a  constitutional 
bar  on  excessive  fines.  And  in  1991,  the 
court  rebuffed  a  challenge  to  Alabama's 
system  for  awai-ding  punitive  damages, 
which  gave  juries  specific  instructions 
and  allowed  judges  to  review  the  jury 
decisions.  But  the  high  court  gave  in- 
dustry a  glimmer  of  hope  by  ruling  that 
any  state  without  such  safegiiarfis  might 
be  violating  due-process  requirements. 

States  have  varying  interpretations 
of  what  the  high  court  meant.  South 
Carolina  and  Vii-ginia  courts  have  de- 
claimed their  procedures  for  setting  puni- 
tive damages  unconstitutional  because 
they  violate  the  1991  Supreme  Court  de- 
cision. But  companies  complain  that 
courts  in  Arkansas  and  other  states 
have  continued  their  procedures  even 
though  they  don't  confoi'm  to  those  in 
the  1991  case.  "I've  never  seen  any  one 
opinion  cause  more  mix-up,"  says  Wash- 
ington lawyer  Victor  E.  Schwartz,  who 
wants  Congress  to  overhaul  the  whole 
system. 

WiUi  litigation  costs  exploding  and 
tear-  of  lawsuits  affectiiig  business  deci- 
sions daily,  companies  are  again  turn- 
ing to  the  Supreme  Court.  But  predict- 
ing what  the  justices  will  do  is  always 
difficult.  Some  corporate  lawyers  fear 
that  the  conservative  majority  may  be 
I'eluctant  to  expand  constitutional  protec- 
tions even  though  the  justices  may  sym- 
pathize with  the  comjianies.  Right  now, 
TXo  Prfxinrtions  Corp.  vs.  Alliance  Re- 
sources Corp.  is  the  best  way  for  the 
high  court  to  clear  up  the  confusion. 

By  Catherine  Yamj  in  Washington 
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FOR  COKE'S  PETER  SEALED 
HOLLYWOOD  IS  IT 


He'll  use  his  Tinseltown  ties  in  the  ad  battle  against  Pepsi 


you  re  rmgmg  a 


Short  and  slim,  in  a 
gi'ay  suit  and  sober 
maroon  tie,  Peter  S. 
Sealey  looks  every  bit 
the  staid  executive  so 
common  to  the  halls 
of  Atlanta's  Coca-Cola 
Co.  Until  he  opens  his 
mouth,  that  is.  "God, 
the  emotional  bells 
there,"  he  says,  as  an  underling  pre- 
sents a  storyboard  for  a  new  Coke  Clas- 
sic commercial  destined  for  the  Far 
East.  "You're  talking  social  facilitation, 
self-actualization.  Perfect."  Close  your 
eyes,  and  you  might  think  you  had  land- 
ed on  the  set  of  Robert  Altman's  biting 
Hollywood  satire,  The  Player. 

Coke's  52-year-old  director  of  glolnil 
marketing  knows  a  thing  or  two  about 
Tinseltown.  Unlike  your  typical  but- 
toned-down  exec,  he  fits  in  among  its 
movers  and  shakers.  For  six  years,  he 
worked  for  Columbia  Pictures  Entei'- 
tainment  Inc.— Coca-Cola's  erstwhile  fo- 
ray into  the  movie  business.  Now,  he's 
charged  with  l)uilding  a  bridge  to  Holly- 
wood in  a  radical  effort  (by  advertising 
standards  anyway)  to  revitalize  one  of 
the  world's  most  traditional  brands. 
FED  UP.  It  was  Sealey  who  oversaw  the 
recent  coup  in  which  Hollywood's  pre- 
mier talent  shop,  Creative  Artists  Agen- 
cy Inc.  (CAA),  displaced  Coke's  longtime 
ad  agency,  McCann-Erickson  Worldwide, 
as  the  creative  force  behind  Coke's  l)ig- 
gest  campaign  in  years.  After  long  being 
out-advertised  by  rival  PepsiCo  Inc., 
Coke  got  fed  up  with  Madison  Avenue. 

The  problem  is  clear.  Coke,  with  1992 
sales  of  $13  billion,  leads  Pepsi  in  the 
worldwide  soft-drink  market.  But  its 
flagship  Coke  Classic  brand  leads  Pepsi 
only  slightly,  and  ti'ails  in  supermarkets. 
Marketers  say  Pepsi's  more  vibrant, 
youthful  advertising  really  is  capturing 
the  new  generation.  Even  Coke  Presi- 
dent Donald  R.  Keough,  who  at  66  will 
retire  in  April,  has  been  troubled.  "I 
was  restless  about  the  advertising  we 
had  on  the  aii',"  he  says. 

Keough's  r-estlesness  dates  as  far  Ijack 
as  1982,  when  he  met  Hollywood  super-- 
agent  Michael  S.  Ovitz,  CAA's  powerful 
chairman.  Pepsi's  more  hip  appeal  was 


ah'eady  a  threat,  and  the  two  beg; 
talking  casually  about  how  the  entt 
tainment  Imsiness  could  energize  Cok( 
image.  The  r-elationship  grew  when  Co^ 
bought  Columbia  and,  in  1989,  sold  it 
Sony  Corp.  which  was  r'epresented  1 
Ovitz.  By  then,  the  starbroker  was 
ready  angling  to  supply  Coke  with  "mi 
keting  ideas." 

Sealey,  meanwhile,  was  building 
name  in  both  soft  drinks  and  movies. 
Florida  native  who  had  started  his  mg 
keting  career  by  redesigning  the  Jif  pe 
nut  Initter  label  for-  Procter  &  Gamb 
Co.,  he  took  his  fir'st  job  at  Coke  in  19' 
as  a  Sprite  brand  manager.  He  was  £ 
signed  to  handle  the  marketing  for  C 
lumbia  studios  in  1983,  and  when  1 
moved  to  Hollywood  in  1985,  he  figur( 
he  would  never  return  to  Atlanta. 

Sealey  plunged  into  the  entertainme 
world  head  first.  He  grew  a  beard,  p 
his  three-piece  suits  in  the  back  of  tl 
closet,  and  did  his  be.st  to  overcome  h 


/  "Whad  a 
M  beautiful 


place  on 
the  ocean,  a 
hot  tub,  and 
Chardonnay.  I  ' 
was  blissing 
out,  listening 
to  National 
Public  Radio.  I 
totally  believed 
I  would  never 
return  to 
Coke,"  says 
Sealey 
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lURe  as  a  "civilian"— Hollywoodspeak 
r  an  outsider.  Associates  say  Sealey's 
ren^th  was  picking  good  people  and 
ving  them  lots  of  freedom.  His  favorite 
as  Shelly  Hochron,  a  former  Para- 
ount  Pictui-cs  Corp.  marketer,  whom 
ialey  met  in  1985,  after  Warren  Beatty 
■ged  him  to  hire  her. 

Sealey's  team  had  its  ups  and  downs. 
Tiile  they  shepherded  easy-to-sell  block- 
isters  .such  as  Ghoatbusters  and  Karate 
id,  their  Itiggest  coup  was  making  a  hit 
it  of  Stand  By  Me— a  movie  deemed 
most  unmarketable.  It  was  a  senti- 
ental  hoys'  tale  written  by  horror  spe- 
alist  Stephen  King  featuring  no  stars, 
lere  were  also  debacles:  Sealey  han- 
ed  hl)tt()\  an  infamous  flop. 
■RFECT  CHOICE.  When  Sony  took  over 
)lumbia  in  1989,  Sealey  wasn't 
fered  a  job.  And  since  no  offer 

return  to  Coke  came  from  At- 
nta,  he  decided  on  a  life  change, 
e  headed  for  the  Peter  F.  Druck- 
■  Center  at  Claremont  Graduate 
;hool  in  suburban  Los  Angeles, 
here  he  spent  a  couple  of  years 
orking  toward  a  doctorate  in  stra- 
gic  management.  He  also  launched 
TO  small  companies,  one  called  Na- 
jnal  Identification  Systems,  which 
nded  a  contract  with  New  York 
:ate  to  computerize  the  information 
1  driver's  licenses.  Sealey  still  owns  a 
g  stake  in  NIS,  which  last  year  gar- 
3red  $15  million  in  sales. 

Sealey  loved  Southern  California.  But 
,  1990,  Coke's  executive  vice-president 
a*  marketing,  Ira  "Ike"  Herbert,  called 


to  ask  him  back.  "I  had  a  beautiful  place 
on  the  ocean,  a  hot  tub,  Chardonnay," 
says  Sealey.  "I  was  blissing  out,  listening 
to  National  Public  Radio.  I  totally  be- 
lieved I  would  never  return  to  Coke." 

As  far  as  Keough  and  Herbert  were 
concerned,  however-,  Sealey  was  the  per- 
fect choice.  Their  r-elationship  with  Mc- 
Cann  had  stagnated  and  Ovitz'  siren 
song  from  Hollywood  began  to  sound 
sweeter.  Sealey  not  only  had  entertain- 
ment connections— a  key  issue  in  manag- 
ing ('AA— but  he  also  still  had  Coke  syr- 

COKE'S  LATEST  BATCH  OF  COMMERCIALS 
FEATURES  24  SPOTS  FROM  MICHAEL  OVITZ' 
CREATIVE  ARTISTS  AGENCY 


up  running  thr-ough  his  veins.  Says  Ke- 
ough: "I  called  Peter-,  told  him  about 
Ovitz  and  said:  'You  understand  the 
community  headtpiarter-ed  out  of  so- 
called  Hollywood.'  We  didn't  know  where 
it  would  lead,  l)Ut  we  wanted  to  let  their 
creative  juices  flow." 

Sealey,  who  cashed  in  stock  options 
when  Sony  bought  Columbia,  .says  salary 
wasn't  an  issue.  But  a  source  close  to 
him  says  he  had  one  condition:  He 
wouldn't  tolerate  McCann  going  over-  his 
head  to  Keough.  Sealey  denies  that  and 
says  he  had  no  inter-est  in  deposing  Mc- 
Cann. His  CAA  ties,  however-,  were  closer-. 
The  reason:  Ovitz  had  installed 
Hochron,  who  Sealey  calls  "a  third 
flaughtei-"  and  an  "authentic  genius," 
to  head  the  Coke  account.  Sealey 
credits  her  for  many  of  the  ideas 
that  made  Stand  By  Me  a  hit  (sil- 
houetting the  four  actors  in  ads,  for 
instance,  to  conceal  that  there  were 
no  star's  in  the  movie).  As  the  com- 
l)etition  between  McCann  and  CAA 
heated  up,  that  connection  was 
key.  "It  wouldn't  have  worked  as 
well  without  her,"  Sealey  says. 
"She  was  critical." 

CAA  ended  up  selling  Coke  24 
spots,  vs.  McCann's  2.  Whether 
new  ads  will  work,  though,  is  an 
open  question.  First  of  all,  even 
Pepsi's  much-lauded 
comriiercials  haven't 
done  much  to  shake  up 
a  cola  market  that's  los- 
ing share  to  other  sor-ts 
of    drinks.  Moreover-, 
many  experts  say  Coke's 
new  spots,  while  enter'- 
taining,  don't  send  a  uni- 
fied message.  Critics  say 
the  catchy  tune— "Always 
f  Coca-Cola"— is  too  often 
sacrificed    for  quick-cut 
"modern"    images.  Says 
PepsiCo  marketing  guru 
Alan  Potlasch:  "This  is  an 
effort  to  show  they're  with  the  Nine- 
ties. I  think  they've  gone  overboar'd." 

McCann  remains  the  agency  of  rec- 
ord. It  will  still  contribute  creative  work, 
and  its  worldwide  network  is  critical  to 
buying  media.  Philip  H.  Cieier-  .Jr-.,  chair- 
man of  Inter-jiublic  Group,  McCann's  par- 
ent, says  he's  happy  sharing  the  busi- 
ness with  CAA.  "I  believe  philosophically 
that  working  with  alliances  is  the  wave 
of  the  future,"  he  says. 

Maybe  Geier  hasn't  seen  the  maga- 
zine quote  blown-up  and  framed  above 
Sealey's  desk.  "Hochr-on,"  it  says,  "disem- 
boweled the  [McCann]  campaign  with  a 
ferocious  and  ar'ticulate  outburst,  like  t< 
cat  with  claws  out."  Sealey  clearly 
vored  watching  Hollywood  triumph  < 
Madison  Avenire.  But  he  can't  rel:  ai- 
til  the  results  from  Main  Str-eet  in. 

By  Laura  Zinn  /■  Uanta 
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CREDIT  MARKETS  I 


THE  LDC  DEBT  MARKET: 
IT'S  A  JUNGLE  OUT  THERE 


The  action  is  fast  and  furious — but  with  limited  regulation,  charges  of  abuses  abound 


Time  was  when  trading  debt  from 
less-developed  countries  was  a  real 
adventure.  The  market  for  the 
debt,  chiefly  nonperforminj^  or  troubled 
loans  made  by  big  banks  to  developing 
countries,  was  so  illiquid  that  millions 
could  be  made  and  lost  in  a  matter  of 
days.  Offers  to  sell  could  be  several  per- 
centage points  higher  than  offers  to 
buy — and  vice  versa — assuming  a  trade 
could  get  done  at  all.  Rumors  flew 
through  the  market  and  sent  prices  up 
and  down  willy-nilly.  LDC  debt  trad- 
ers needed  nerves  of  steel. 

Today,  much  of  the  Wild  West 
atmosphere  in  the  market  has  evap- 
orated. Lists  of  bid-offer  prices  on 
many  LDC-debt  instruments  can 
be  punched  up  on  any  Reuters 
terminal.  Country  loans  have 
been  converted  into  bonds 
backed  by  U.S.  Treasur- 
ies, and  a  flood  of  banks, 
broker-dealers,  and 
trading  boutiques  into 
the  market  has  made 
buying   and  selling 
much  easier.  Even  mu- 
tual funds  of  LDC  debt 
are  being  marketed  to 
individual  investoi-s. 

The  market,  though,  is 
a  lot  less  sedate  than  it 
may  seem.  The  Federal 
Reserve  and  the  Manhat- 
tan district  attorney  are  in- 
vestigating the  market.  There 
is  speculation  that  the  probes 
will  focus  on  potentially  illegal  trad 
ing  practices,  including  misuse  of  inside 
information  and  trading  ahead  of  ci 
tomers.  Rumors  of  price  manipulation 
and  similar  practices  are  commonplace. 
The  mai'ket  still  has  pockets  of  illiquid- 
ity.  which  inevitably  invite  abuse. 
CODE  OF  CONDUCT.  Abuse  is  also  invited 
by  the  limited  oversight  by  regulatory 
agencies.  That  could  change,  however,  if 
evidence  of  substantial  wi'ongdoing  is 
uncovered.  The  market  for  LDC  debt, 
says  Harvey  L.  Pitt,  former  general 
counsel  of  the  Securities  &  E.xchange 
Commission  and  a  partner  at  Fried, 


Frank,  Harris,  Shriver  &  .Jacobson,  "is  a 
marketplace  that  is  going  to  come  under 
more  intense  scrutiny  because  there  are 
less  well-defined  rules"  than  there  are 
for  other  markets. 

Big  players  in  the  market  are  taking 
steps  to  monitor  trading  themselves.  The 
major  LDC-debt  trading  institutions  have 
organized  the  Emerging  Markets  Trad- 
ers Assn.,  which  sets  guide- 
lines  for  trading,  settle- 


ment, and  more.  TIkjuuis  E.  Wmslade, 
executive  director,  says  the  group  has 
sent  its  members  a  draft  code  of  conduct 
for  traders,  and  he  hopes  to  have  the 
final  code  in  place  by  midyear.  Although 
the  association  lacks  enforcement  pow- 
ers, Winslade  says,  "I  think  the  [guide- 
lines] are  by  and  large  being  followed." 

"My  general  impression  is  that  emerg- 
ing markets  and  developing-country  debt 
markets  have  become  much  more  sophis- 


ticated in  the  last  year  or  so,"  adds  An 
toine  van  Agtmael,  president  of  Emerg 
ing  Markets  Management.  "But  like  an; 
relatively  young  market  and  one  withou 
an  e.xchange,  there's  always  the  risk  o 
manijiulation  of  prices." 
VOLATILE.  Trading  in  LDC  debt  has  ex 
ploded  in  recent  years.  There  are  mon 
than  100  firms  in  the  t)'aders'  associa 
tion,  including  banks,  broker-dealers 
and  trading  boutiques.  Virtually  al 
the  major  banks  and  investmen 
banking  houses  are  active  trader; 
of  LDC  debt.  Trading  volume  in  thi 
market  approached  $500  billion  ii 
1992 — small  compared  with  thi 
$1.7  trillion  or  so  that  traded  oi 
the  New  York  Stock  E.x 
change  but  up  sharply  fron 
prior  years.  There  ar( 
also  many  different  trad 
ing  instruments,  fron 
loans  to  Eurobonds  an( 
so-called  Brad; 
bonds — issued  when  i 
country  has  renegoti 
ated  the  terms  of  it: 
debt. 

The   market  is  no 
for  the  unwary.  Losse: 
or  gains  can  be  suddei 
and  swift.  The  restruc 
tared  debt  of  Peru,  fo 
example,  was  trading  a 
less  than  13(1'  on  the  dolla 
at  the  end  of  1991.  Durin| 
1992,  the  price  rose  to  18<t 
dropi)ed  to  13.5$,  and  rose  agaii 
to  finish  the  year  at  nearly  20$  oi 
the  dollar. 

No  government  agency  keeps  tabs  oi 
the  whole  market  (table).  The  SEC  ha; 
jurisdiction  over  some  of  the  bonds  trad 
ed  in  the  market,  but  under  current  lav 
it  can't  oversee  the  trading  of  mos 
loans.  The  Federal  Reserve  regulate; 
the  holding  companies  that  own  th( 
banks  that  made  the  original  loans,  bu 
its  main  focus  is  on  the  banks'  safet; 
and  soundness,  not  their  trading  per  se 
Because  loan  trading  seems  to  fall  be 
tween  the  regulatory  cracks,  question; 
crop  up  about  what  constitutes  legiti 
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atf  Iradiiif^'.  It's  iiol  clear 
lethei'  rules  barring  misuse 

inside  information  in  trad- 
a[  securities  also  apply  to 
iding  loans.  "To  the  extent 
at  securities  are  involved, 
EC  Rule]  lOb-5  applies,"  says 
)bert  Tortoriello,  a  partner 

Cleary,  Gottlieb,  Steen  & 
imilton.  "But  if  securities 
e  iiol  involved,  there's  noth- 
g.  To  date,  caveat  emptor 
,s  been  the  standard."  While 
jle  lOb-5  bars  trading  securi- 
is  on  the  basis  of  material 
inpublic  information,  it 
,sn't  yet  been  used  to  test 
e  propriety  of  a  bank  trading  country 
ins,  for  example,  using  knowledge  ob- 
ined  as  part  of  a  creditor  committee 
k'olved  in  debt  restructuring  talks. 
Trading  on  the  basis  of  information 
3m  a  creditor  committee  is  less  of  a 
ant-burner  issue  today,  chiefly  because 
3st  of  the  debt  restructuring  talks 
■ve  been  completed.  But  it  hasn't  gone 
/ay,  and  there  are  still  rumors  of  price 
anipulation  in  the  market  for  LDC  debt, 
le  story  making  the  rounds  last  fall 
,d  bankers  trying  to  drive  down  the 
ice  of  Argentine  bonds  in  order  to 
mplete  a  debt-equity  conversion  on 
e  cheap.  Earlier,  there  was  talk  that 
me  traders  depressed  the  price  of  Ec- 
.doran  debt  by  selling  their  holdings, 
iparently  anticipating  a  large  sale 

the  debt  by  a  Japanese  bank.  Later, 


WHO'S  IWINDIIIG  THE  STORE? 

"BRADY  BUHi>:>    Issued  by  countries  that  have  renegotiated 
their  bank  debt;  backed  by  U.S.  Treasury  securities  and  regulat- 
ed by  the  Securities  and  Exchange  Commission  if  sold  in  the  U.S. 

COUNTRY  LOANS  Made  by  banks  and  traded  actively  by  banks 
and  other  investors;  Federal  Reserve  regulates  banks,  but  its 
principal  involvement  with  country-loan  trading  is  determining 
whether  these  loons  affect  a  bank's  safety  and  soundness 

EUROBONDS  Issued  overseas  and  usually  traded  outside  the  ju- 
risdiction of  U.S.  regulators;  often  sold  to  U.S.  investors  abroad 

YANKEE  BONDS  Marketed  in  the  U.S.  by  foreign  entities  and 
regulated  by  the  Securities  &  Exchange  Commission 

DATA  BUSINESSWEEK 


they  bought  the  debt  at  a  bargain  price. 

It's  not  clear  that  firms  have  handled 
ambiguities  in  the  rules  very  well.  Last 
March,  Chester  B.  Feldberg,  executive 
vice-president  of  the  Federal  Reserve 
Bank  of  New  York,  sent  a  letter  to  chief 
executive  officers  of  the  banks  in  his 
Fed's  district.  "We  have  become  aware 
in  recent  months  of  several  instances  of 
basic  internal-control  weaknesses  in  the 
trading  operations  of  both  domestic  and 
foreign  banks,"  he  told  them. 
SCRUTINY.  To  be  sure,  most  of  the  big 
players  in  the  market  have  rigorous 
rules  for  their  traders.  At  Citicorp,  close 
interaction  is  forbidden  between  traders 
and  the  bankers  involved  in  restructur- 
ing Citi's  loans  to  less-developed  coun- 
tries. And  there  are  clear  restrictions  on 
how  traders  can  trade  for  their  own  ac- 


counts. "We  apply  the  same 
rules  to  emerging-markets 
[trading]  as  we  do  to  any  other 
kind  of  trading,"  says'  a  com- 
pliance officer  at  an  invest- 
ment bank.  But  the  banks 
must  monitor  procedures  con- 
stantly. "If  debt  negotiations 
are  going  on  and  you're  trad- 
ing the  loans,  these  are  evolv- 
ing situations,"  says  Kathy- 
lynn  Galbraith,  head  of  the 
emerging  markets  group  at 
Chase  Manhattan  Corp.  "One 
minute,  things  are  nonpublic, 
and  the  next  minute,  they're 
the  reverse." 
Many  big  users  of  the  market,  indeed, 
insist  that  it  is  actually  pretty  safe. 
"There  is  no  question  in  my  mind  about 
the  integrity  of  this  market,"  says  Si- 
mon E.  Nocera,  head  of  research  and  a 
portfolio  manager  at  GT  Capital  Manage- 
ment Inc.  "There  are  a  lot  of  insider 
rumors,  but  that's  exactly  like  any  other 
market." 

Nocera  had  better  be  right.  He  is 
among  those  who  are  managing  retail 
mutual  funds  that  invest  in  LDC  loans 
and  bonds.  By  buying  shares  in  a  mutual 
fund,  individual  investors  will  have  the 
buffer  of  a  professional  fund  manager 
and  a  chance  at  the  stellar  returns  avail- 
able in  the  LDC  debt  market.  But  for 
now,  it  looks  like  they  had  better  have  a 
taste  for  adventure  as  well. 

Bi/  Kclleij  Holland  in  New  York 


:URIT]ES  FIRMS  I 


rHE  JAPAHESE  TRIP  OVER 
\  WALL  STREET  QUIRK:  RULES 


rokerages  showed  "utter  contempt  for  American  regulations" 


riving  a  car  requires  a  license. 
I^p And  so  does  selling  or  trading 

securities,  or  supervising  broker- 
^e  employees.  While  U.  S.  securities 
'ms  usually  go  to  great  lengths  to  en- 
ire  that  their  employees  are  properly 
:ensed,  the  same  can't  be  said  for  the 
.  S.  subsidiaries  of  three  of  the  four 
rgest  Japanese  firms.  According  to  a 
sb.  25  Securities  &  Exchange  Commis- 
Dn  order,  those  firms  routinely  flout 
ational  Association  of  Securities  Deal- 
's (N.-^SD)  licensing  rules  and  many  oth- 
'  regulatory  requirements. 
Take  Yamaichi  International  (Ameri- 
.)  Inc.,  a  subsidiary  of  Japan's  fourth- 
rgest  broker.  According  to  the  SEC  and 
e  individuals'  N.ASD  records,  Yatnaichi's 
entaro  Watanabe,  who  headed  institu- 
"jnal  sales,  research,  and  mergers  and 


acquisitions,  is  not  registered  as  a  gener- 
al securities  principal,  a  requirement  for 
supervisors.  Nor  is  Hiroyuki  Tahara, 
who  headed  three  departments  from 
1989  to  late  199L  As  of  mid-1991,  Tahara 
had  not  passed  any  sales  or  supervisory 
exam.  Masao  Yamashita,  who  ran  Japa- 
nese institutional  equity  sales,  passed 
the  basic  exam  for  sales  representatives 
only  on  his  seventh  attempt,  in  October, 
1991,  four  years  after  he  joined  the  firm. 


How  could  this  have 
gone  on  so  long?  Lax 
enforcement  by  the 
NASD  may  be  to  blame 


He  never  took  the  supervisory  exam. 
Yamaichi  Chairman  Scott  E.  Pardee  con- 
firms the  licensing  violations  and  says 
all  three  executives  had  been  reassigned 
outside  the  U.  S. 

The  SEC  has  also  accused  U.  S.  subsid- 
iaries of  Yamaichi,  Daiwa,  Nomura,  and 
Nikko  of  additional  offenses,  from  ille- 
gal purchases  of  Treasury  bills  to  con- 
cealing tradiiig  losses  to  reimbursing 
customers  for  trading  losses. 
SYSTEMIC  FLOUTING.  'The  SEC's  investiga- 
tion was  sparked  by  1991  revelations 
that  several  Japanese  brokerage  firms 
had  engaged  in  widespread  and  improp- 
er covering  of  client  losses  in  Japan. 
Three  of  the  firms  settled  the  SEC 
charges  without  admitting  or  denying 
any  guilt.  They  were  censured  and  had 
to  pay  $841,000  in  fines  and  penalties. 
Nikko  Securities  Co.,  the  third-largest 
Japanese  firm,  is  contesting  charges 
that  its  top  officials  concealed  an  $18 
million  trading  loss  in  the  firm's  1991 
fiscal  year.  The  SEC's  investigation  of 
Nikko,  which  includes  its  record-keeping 
practices,  is  continuing. 

While  some  of  these  other  misdeeds 
seem  more  serious  than  breaking  licens- 
ing rules,  the  license  violations  raise  se- 
rious questions  about  the  pervasiveness 
of  the  wrongdoing  and  the  extent  to 
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which  it  was  condoned  by  top  execu- 
tives. The  NASD  licensing  rules  are  de- 
signed to  make  sure  that  securities  pro- 
fessionals understand  the  securities  laws 
and  to  help  monitor  their  adherence  to 
those  laws.  Although  the  most  widely 
publicized  of  the  alleged  actions  were 
isolated  incidents  by  individuals,  the  li- 
censing violations,  according  to  SEC  offi- 
cials and  Americans  familiar  with  the 
U.  S.  operations  of  Japanese  firms,  were 
systemic  and  involved  senior  executives, 
at  least  at  Yamaichi  and  Daiwa  Securi- 
ties America  Inc.  One  of  the  improperly 
licensed  executives  was  actually  resjjon- 
sible  for  his  firm's  compliance  with  regu- 
lations. "Japanese  firms  have  complete 
and  utter  contempt  for  American  regula- 
tions," says  John  E.  Fitzgibbon,  a  for- 
mer executive  at  Nomura  Securities  In- 
ternational Inc.  and  author  of  Deceitful 
Ptrictices:  Nomura  Securities  and  the 
Japanese  Invasion  of  Wall  Street. 

Nomura's  U.  S.  unit  does  mA  break 
licensing  rules,  says  Gary  Lynch,  Nomu- 
ra's attorney.  He  points  out  that  the  SEC 
order  found  only  two  employees  who 
were  not  fully  registered.  A  Daiwa 
spokesman  says  the  licensing  deficien- 
cies stem  partly  from  the  constant  rota- 
tion of  employees  from  Japan  and  from 
their  difficulties  taking  the  exam  in  En- 
glish. In  addition,  the  spokesman  says 
Daiwa  has  "strengthened  and  revised  its 
comi)liance  jjrocedures." 
'DID  NOTHING.'  The  cost  to  the  firms 
from  the  violations  could  extend  beyond 
mere  embarrassment.  Firms  that  hawk 
securities  can  be  held  liable  by  their  cus- 
tomers for  losses  on  transactions  that 
were  executed  by  unregistered  brokers. 
Since  such  cases  tend  to  be  clear-cut, 
"firms  won't  fight,"  says  Robert  I. 
Kleinberg,  general  counsel  of  Oppenhei- 
mer  &  Co.  "Usually  the  matter  is  settled 
[out  of  court]." 

Why  were  officials  at  the  Japanese 
firms  able  to  operate  so  long  without 
licenses?  The  reason  was  apparently  lax 
enforcement  by  the  Ni.\SD.  One  source 
close  to  the  NASD  suggests  that  it  may 
not  have  been  an  aggressive  cop  for  po- 
litical reasons.  The  association  "knew 
about  this  years  ago  and  did  nothing," 
says  a  former  member  of  the  group's 
qualifications  committee.  "You  didn't  do 
anything  to  upset  the  relationships  be- 
tween the  U.  S.  and  Japan."  The  reason: 
Until  Japan's  recent  economic  slowdown, 
Tokyo  firms  were  flooding  U.  S.  markets 
with  capital.  John  E.  Pinto,  the  NASD's 
head  of  compliance,  denies  there  is  a 
double  standard.  "Nothing  at  all  would 
cause  us  to  hesitate  to  do  something  if 
we  knew  of  Japanese  firms'  violations," 
he  says. 

xasd  officials  point  out  that  some  Jap- 
anese officials  can  legally  run  their  busi- 


U.S.  LICENSING  VIOLATIONS 
BY  JAPANESE  BROKERS 


►  Several  executives,  including  the  co- 
head  of  the  bond  department,  v/ere  not 
registered  as  principals  v/ith  the  NASD 
until  1990  and  1991 

Daiwa  dedined  comment 

►  20  employees,  including  the  head  of 
the  U.S.  Equities  Dept.,  did  not  have  their 
basic  sales  licenses  as  of  late  1 991 

►  Legitimate  brokers'  registration 
numbers  assigned  to  trades  conducted 
by  unlicensed  Japanese  employees 
Daiwa  settled  these  SEC  charges  without 
admitting  or  denying  gu;7t 


RA 


►  Senior  vice-president  and  salesperson 
were  not  registered  until  1 990 
Nomura  settled  this  SEC  charge  without 
admitting  or  denying  guilt 


yV  YAMAICHI 


►  Head  of  investment  banking,  re- 
search, and  mergers  and  acquisitions 
departments  did  not  pass  any  sales  or 
supervisory  exams 

►  Chief  of  U.S.  and  Japanese  equities 
soles  and  trading  never  passed  principal 
exam 

►  Executive  vice-president  finolly  passed 
sales  exam  in  1 990  on  seventh  attempt, 
four  years  after  joining  company 

Yamaichi  settled  these  SEC  charges  with- 
out admitting  or  denying  guilt.  Firm  chair- 
man confirmed  licensing  violations  to  6  W 
DATA:  SECURITIES  S  EXCHANGE  COMMISSION,  BUSINESS  WEEK 


nesses  without  taking  the  qualifying  ex- 
ams and  getting  U.  S.  licenses.  Takuro 
Isoda,  the  former  chairman  of  Daiwa's 
U.  S.  unit,  for  instance,  never  took  the 
two  basic  tests  for  brokers  and  princi- 
pals, because  the  NASD  issued  him  a 
waiver.  The  XASD  can  waive  the  rules 
for  senior  officials,  including  U.  S.  exec- 
utives, if  it  decides  they  already  have 
extensive  experience  in  the  business. 
Daiwa  says  that  getting  a  waiver  in  no 
way  diminishes  Isoda's  qualifications. 

But  most  lower-level  Japanese  em- 
ployees don't  get  waivers — and  a  signifi- 
cant number  don't  bother  to  take  the 


tests.  One  reason  is  that  Japanese  fi 
often  transfer  employees  to  the  U.  S. 
three-  to  six-year  stints.  Japanese  i 
cials,  who  don't  have  to  be  licensee 
Japan,  contend  that  it  would  be 
much  of  a  burden  for  their  employee 
take  the  American  tests  because  of 
guage  problems — even  though  the 
ams  now  can  be  given  in  Japanese. 

Despite  the  NASD's  denials  and  ex 
nations,  it  seems  clear  that  the  assc 
tion  hasn't  been  very  strict  about  p' 
ing  its  rules.  As  of  September,  1 
when  the  SEC  conducted  its  investigat 
20  of  about  50  Daiwa  traders  and  inv 
ment  bankers  who  are  regularly  rot; 
from  Tokyo  to  the  U.  S.  had  not  go 
sales  licenses,  according  to  the  SEC 
addition,  at  least  three  of  Daiwa's  I 
directors  were  not  properly  licensed 
between  two  and  five  years.  The  di 
tors  included  three  Americans,  accorc 
to  an  affidavit  filed  in  an  unrel; 
wrongful-discharge  suit  brought  by 
American  former  Daiwa  vice-preside 

One  of  the  directors  was  bond  tn 
William  Brachfeld,  an  executive  \ 
president,  who  was  fined  $31,000 
suspended  for  three  months  for  his 
in  the  illegal  Treasury  bond  trades, 
cording  to  NASD  records,  Brachi 
wasn't  fully  licensed  until  Augi 
1990 — five  years  after  he  assumed 
l)ost.  Brachfeld's  lawyer  says  the  d< 
was  due  to  a  misunderstanding. 
LAWSUITS?  Even  Daiwa's  chief  legal 
compliance  officer,  Lawrence  Jacob, 
pears  to  have  violated  rules,  accorc 
to  NASD  records  and  the  affidavit  in 
lawsuit.  Jacob  failed  to  get  a  superv 
ry  license  until  early  1988 — which 
more  than  two  years  after  he  joi 
Daiwa,  according  to  the  records.  Da 
declined  comment. 

The  licensing  problems  led  to  it 
serious  violations,  the  sec  alleged, 
commission  charged  Daiwa  with  rep 
edly  assigning  legitimate  brokers'  re 
tration  numbers  to  trades  conducted 
many  unlicensed  Japanese.  False  reci 
keeping  is  a  serious  violation  of  sec 
ties  laws. 

SEC  Enforcement  Director  William 
McLucas  says  he's  confident  the  fii 
will  soon  put  procedures  in  place  to 
sure  complete  compliance  with  I 
laws.  Yamaichi  launched  a  policy 
years  ago  that  requires  Japanese  1 
kers  to  pass  the  basic  U.  S.  test  bel 
setting  foot  here.  But  that  may  not  i 
tect  the  firms  from  disgruntled  cust 
ers,  who  may  try  to  recoup  losses,  cit 
trades  done  by  unlicensed  personnel. 
Japanese  firms,  this  lesson  in  Ameri 
regulation  could  be  expensive  as  wel 
embarrassing. 

By  Michael  Sriiroedcr  in  Washing 
and  Leah  NatiiaiLs  Spiro  in  New  York 


88  BUSINESS  WEEK/MARCH  15,  1993 


!KETS  &  INVESTMENTS! 


OR  BETTER  YIELDS, 

HECK  BEHIND  A  FEW  ROCKS 


^t()cks  loom  large  in  the  hunt  for  high  dividends 


,!'>ioi-s  have  a  front-row  seat  to  the 
MiHest  show   in   town:   Honey,  I 
Shrunk  the  Yields.  With  bond  yields 
•  ■Ymg  to  record  lows,  the  stock  mar- 
hecoming  the  last  refuge  of  the 
liungry.  True,  the  Standard  & 
.')00-stock  index  is  yielding  2.87', 
iiiallest  since  the  stock  market 
il  in  1987.  But  high,  secure  divi- 
are  there  for  the  taking — though 
(■essarily  where  you'd  expect  to 

;t'm. 

traditional  source  of  high  yields, 
utilities,  is  becoming  increasing- 
;ii-dous.  Many  pay  dividend  yields 


Viewed  from  an  income  standpoint, 
the  case  foi-  the  drugmakers  is  compel- 
ling. Four  major  pharmaceutical  manu- 
facturers— Bristol-Myers  Squibb,  Syn- 
tex,  Upjohn,  and  Eli  Lilly — are  paying 
dividends  of  57'  or  better.  For  Bristol- 
Myers,  its  57  yield  is  the  highest  since 
the  1987  crash — and  the  stock  has  dou- 
bled since  then.  Syntex  Corp.,  which 
boosts  its  dividend  at  an  annual  rate  of 
207,  is  yielding  5.37,  an  all-time  high. 
And  Upjohn  Co.'s  5.17  yield  is  nearly 
double  the  2.87  yield  that  it  was  paying 
after  the  1987  crash.  These  yields  may 
not  last  long.  "As  soon  as  the  [Clinton 


the  dividend  hunters  is  that  it's  better  to 
buy  into  a  lower-yielding  company  with 
a  history  of  hiking  dividends  than  a 
higher-yielding  company  whose  dividend 
is  in  danger.  And  banks  are  boosting 
their  payouts  hand  over  fist.  According 
to  Advest  Inc.,  65  banks  raised  their  divi- 
dend in  January,  vs.  one  dividend  cut, 
while  in  February  there  were  49  divi- 
dend increases  and  no  dividend  cuts. 
This  trend  is  likely  to  continue  so  long 
as  stable  or  declining  rates  boost  profits 
for  banks.  "Banks  can  reward  their  pa- 
tient shareholders  by  either  buying  back 
shares  or  increasing  dividends,  and  more 
and  more  banks  are  taking  the  latter 
route,"  says  Advest  bank  analyst  Frank 
J.  Barkocy. 

TIGHT  SQUEEZE.  .\  dividend  yield  of  37  is, 
of  course,  paltry  compared  with  the  67 
or  better  payouts  commonly  found 
among  electric  utilities.  But  analysts 
warn  that  many  electric-company  yields 
are  not  as  attractive  as  they  look.  For 
example,  Iowa  Illinois  Gas  &  Electric  Co. 
and  Oklahoma  Gas  &  Electric  Co.  yield 
7.97  and  7.47 ,  respectively,  but  both  are 


HIGH-YIELDING  STOCKS  WITH  RELIABLE  DIVIDEHDS 


BANKERS 
ERCENT  TRUST 


BOSTON  BRISTOL-MEYERS  DOMINIQUE 
EDISON         SQUIBB  RESOURCES 


FLOWERS  SIERRA 
INDUSTRIES  PACIFIC 


DATA:  ANALYSTS'  SURVEY 


or  higher,  but  only  by  paying  out 
'107   of  their  earnings — making 
ikely  to  cut  their  dividends  if  their 
-    decline.    Yield-minded  Wall 
'  rs  instead  are  seeking  out  lower- 
liiiig  utilities  that  offer  dividend 
A  111.  Energy  companies  are  also  find- 
la\  or,  as  are  banks,  which  are  boost- 
ilividends  and  paying  respectable 
'1^  despite  their  recent  runup. 
>RESSED.'  But  the  star  of  the  income- 
>^  parade  is  a  bedraggled  sector — 
■J  i-iimpanies.  Despite  continued  wor- 
aliout  the  Clinton  health-care  pro- 
II,  large  ethical-drug  manufacturers 
lii'irinning  to  be  snapped  up  because 
ir  dividends,  which  are  high  but 
'  ily  safe  and  now  exceed  57. 
'  \  t'   been   wading   into   the  drug 
•!>s  because  their  yields  are  very  at- 
■ii\e,"  says  Bill  Stromberg,  portfolio 
lager  of  the  T.  Rowe  Price  Dividend 
wth  Fund,  which  began  operation  at 
lifginning  of  the  year. 


health  program]  is  spelled  out,  you'll  see 
these  stocks  spring  up  again  because 
they  have  been  unreasonably  de- 
pressed," says  Geraldine  Weiss,  editor 
of  the  Investment  Qualify  Trends 
newsletter  in  La  Jolla,  Calif. 

In  contrast  to  the  drugmakers,  who 
are  Wall  Street's  whipping  boys,  bank 
stocks  have  been  covered  in  glory.  Their 
share  prices  have  risen  in  tandem  with 
ever-lower  interest  rates  and  strengthen- 
ing balance  sheets.  Nevertheless,  their 
yields  are  37  or  more — and  they're  get- 
ting better.  An  article  of  faith  among 


Those  7%  yields 
at  electric  companies 
look  tempting — 
but  they  are  often  shaky 


paying  out  997  of  their  estimated  1993 
earnings — which  gives  investors  little 
breathing  room.  And  nationwide,  electric 
companies  are  coming  under  pressure 
from  local  regulators,  who  are  scaling 
back  on  permitted  returns  on  equity  in 
reaction  to  ever-lower  interest  rates,  ob- 
serves Douglas  A.  Fischer,  who  tracks 
power  companies  for  A.  G.  Edwards  & 
Sons  Inc.  Fischer  favors  utilities  offer- 
ing safe,  growing  dividends,  such  as 
Boston  Edison,  Dominion  Resources,  and 
Sierra  Pacific  Resources. 

And  what  about  the  quintessential  div- 
idend play,  IBM?  Despite  the  recent  divi- 
dend cut  and  a  slight  rebound  in  its 
share  price.  Big  Blue  is  yielding  a  hand- 
some 4'f.  The  consensus  among  dividend 
hunters:  No  way.  "I'm  not  running  a 
dividend-cut  fund,"  says  Stromberg.  Div- 
idend-hungry investors  have  a  tough 
time  finding  high-yielding  stocks.  But 
they're  not  that  desperate. 

By  Gary  IVeiss  in  A'civ  York 
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BY  JEFFREY  M.  LADERMAN 

ONE  REMEDY  FOR 
CONTROLLING 
HEALTH-CARE  COSTS 

Like  most  health-maintenance  orga- 
nization stocl<s,  shares  of  United 
American  Healthcare  have  taken 
ill,  both  from  worry  about  what  Clin- 
ton's health-care  plan  might  do  to  prof- 
its and  employer  resistance  to  higher 
premiums.  From  21  Mi  on  Feb.  8,  the 
stock  fell  over  407^  before  rebounding 
to  1.':!%  on  Mar.  3.  (The  stock  split  5-for- 
4  on  Mar.  4).  Some  savvy  analysts  say 
the  pummeling  was  unwarranted,  since 
UAH  manages  but  does  not  own  HMos 
and  gets  paid  from  HMO  revenues,  not 
profits.  Says  analyst  Stuart  Linde  of 
Fahnestock  &  Co.:  "It's  a  low-risk  busi- 
ness with  great  prospects." 

The  Detroit-based  company  manages 
two  large  HMOs,  one  in  the  Detroit 
area,  the  other  in  Cleveland.  UAH, 
which  went  public  in  1991,  is  trying  to 
raise  its  profile  and  recently  moved  its 
stock  to  the  Big  Board. 

UAH  sees  profits  for  itself  and  sav- 
ings for  ta.xpayers  by  getting  medicaid 
recipients  into  HMUs.  Both  of  UAH's 
HMOs  include  large  numbers  of  medic- 
aid patients  as  well  as  those  from  em- 
ployer groups.  UAH  President  Ronald 
Dobbins  says  medicaid  costs  in  Michi- 
gan are  10%  lower  for  those  recipients 
who  are  in  the  HMO. 

When  medicaid  recipients  are  re- 
quired to  enroll  in  managed-care  pro- 
grams, they  still  have  a  choice  of  sever- 
al. UAH  is  now  in  a  joint  venture  with  a 
Washington  HMO  to  compete  for  the 
city's  100,000  medicaid  recipients.  And 
UAH  is  a  contender  to  run  a  similar 
program  for  New  York  City.  Says  Mi- 
chael LeConey  at  RAS  Securities:  "Med- 
icaid costs  have  to  be  controlled,  and 
this  company  can  do  it." 
GOOD  STANDING.  UAH  is  also  a  "third- 
party  administrator"  (TPA)  of  self-fund- 
ed employer  health  plans,  and  it  will 
soon  announce  the  acquisition  of  anoth- 
er TPA  company.  Most  TPAs,  says  Dob- 
bins, process  claims  but  don't  offer  uti- 
lization review  and  other  managed-care 
services  that  UAH  can  add. 

Analysts  also  speak  highly  of  Dob- 
bins. A  member  of  the  health-care  task 
force  on  President  Clinton's  transition 
team,  Dobbins  is  part  of  a  group  of 
executives  that  recently  met  with  mem- 
bers of  the  First  Lady's  health-care  re- 
form group.  Dobbins'  standing  in  the 
industry,  they  say,  can  help  UAH  win 


UAH'S  DOBBINS  IS  OFFERING  WASHINGTON 
ADVICE  ON  HEALTH-CARE  POLICY 


new  business.  Financing  expansion  is 
no  problem:  UAH  has  $3.65  per  share  in 
cash  and  securities,  but  since  interest 
rates  are  low,  the  company  will  borrow 
for  its  acquisition. 

Analysts  estimate  UAH  will  earn  as 
much  as  $1.10  per  share  (pre-split)  for 
the  June,  1993,  fiscal  year,  and  as  much 
as  $1.50  for  fiscal  1994.  They  also  think 
that  once  investors  learn  more  about 
the  company,  they  will  bid  up  the  13 
price-earnings  ratio  to  20.  That  could 
send  the  stock  to  the  upper  20s. 


BRITISH  STEEL: 
A  STERLING  BUY? 


As  interest  rates  fall  in  Europe, 
investors  are  hunting  for  com- 
panies that  ride  the  rising  eco- 
nomic tide  that  lower  rates  should 
bring — such  as  British  Steel.  Since  last 
fall,  the  company's  American  Deposi- 
tory Receipts,  which  trade  on  the  Big 
Board,  have  jumped  from  8  to  12'/4.  But 
their  run  is  far  from  over. 

After  a  1992  restructuring  that  in- 
cluded dropping  the  dividend,  British 
Steel  emerged  as  one  of  the  world's 
lowest-cost  integrated  steel  companies. 
Europe's  steel  industry  is  rife  with 
overcapacity,  but  talks  are  going  on  in 
the  European  Community  that  should 
result  in  closing  167'  of  capacity. 

Analyst  Robert  Schenosky  at 
Kemper  Securities  doesn't  expect  the 
company  to  be  in  the  black  until  next 
year.  Still,  he  says  it's,  well,  a  steal: 
British  Steel  sells  for  44$  for  every  $1 


of  revenue  vs.  60(1:  for  Bethlehem  Ste 
and  82$  for  usx-Steel  Group.  Britit 
Steel's  debt  is  only  20%  of  capital,  ai 
unlike  its  U.  S.  counterparts,  it  has  i 
unfunded  pension  liabilities.  Still,  tl 
ADRs  trade  at  just  35%  of  book  valu( 
Value  investors  love  the  stock.  Wt 
lington  Management — which  manag( 
Vanguard's  Windsor  and  Wellingtc 
mutual  funds — holds  over  10  millic 
ADRs.  "At  the  bottom  of  the  global  r 
cession,  invest  in  a  good  cyclical  comp 
ny,"  says  Paul  Lesutis  at  Brandywir 
Asset  Management,  with  1.9  millio 
ADRs.  "This  is  it." 


DIFFERENT  QUESTS 
FOR  QUIXOTE 


Although  named  for  one  of  liten 
ture's  great  idealists,  Quixote 
not  tilting  at  v/indmills.  Th 
company,  with  estimated  sales  of  $14 
million  for  the  June  30  fiscal  year,  ha 
three  promising  but  unrelated  unit' 
That's  why  the  stock,  at  1678,  sells  fo 
12  times  estimated  fiscal  1993  earning 
and  10  times  1994's.  "Any  one  of  it 
companies  alone  would  have  a  higher  j 
e,"  says  Alexander  Paris  at  Barringto: 
Research  Associates. 

Quixote's  prized  property,  making  u 
nearly  half  of  sales,  is  Disc  Manufac 
turing,  the  largest  independent  make: 
of  compact  disks.  Customers  includ* 
Sony  and  Time  Warner.  DMI  also  pro 
duces  information-packed  disks  for  per 
sonal  computers.  While  it's  only  10%  o 
DMl's  sales,  CD-ROM  is  growing  at  a  509 
annual  rate  vs.  207'  for  music  CDs. 

Quixote  was  originally  Energy  Ab 
sorption  Systems,  now  the  unit  tha 
makes  highway  crash  cushions  tha 
adorn  bridge  abutments  and  tol 
booths.  EAS  has  about  907  of  the  U.  S 
market,  and  Philip  Rollhaus,  Quixote's 
CEO  and  EAS's  founder,  says  foreigi 
sales  are  picking  up. 

The  third  unit.  Stenograph,  with  909^ 
of  the  market  for  court  stenographers 
machines,  modernizes  its  product  witl 
software  that  turns  shorthand  into  tex 
that  can  be  displayed  on  a  screen  oi 
printed  for  the  record,  cutting  tran 
scription  costs. 

Even  as  one  company,  the  stock'; 
outlook  is  bright.  John  Westergaard  & 
Westergaard  Research  thinks  it  car 
move  to  the  24-to-32  range  over  the 
next  12  to  18  months.  And  if  Quixote 
spins  off  parts  of  businesses,  as  Pari^ 
suggests,  the  stock  could  go  higher 
Rollhaus  is  noncommittal:  "We're  al 
ways  looking  at  ways  to  enhance  share 
holder  value." 
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FINA 


bo  In  VVith  bHARP  s  Winning  Game  Plan  For  LunbRs. 
You  LL  Come  Out  With  Increased  Productivity 
And  Reduced  Operating  Expenses.  No  Question." 

^  In  any  arena,  basketball  or  business,  you've  got  to  know  1^      r  ^^^^'^^AIY 

what  your  players  can  do  for  you.  ^      CHAMPIONSHIP  COACH 


That's  why  Sharp  has  developed  a  Winning  Game  Plan  for  .  4^ 

copiers.  This  booklet  helps  you  find  the  right  copier  from  Sharp's  / 
impressive  line-up  that's  going  to  increase  your  productivity 
and  reduce  operating  expenses,  big  time. 

Y6u  may  need  a  new  high-volume  duplicating  system 
that  builds  in  every  advanced  feature  as  standard.  A  highly 
modular  mid-volume  copier  that  lets  you  add  on  as  your  office 
needs  grow.  Or  a  compact  copier  that  gives  you  more  quality 
and  features  for  less. 

These  copiers  not  only  come  with  a  guarantee  of  Sharp's 
reliability  and  authorized  dealer  service  and 
iiir  M  Au  ^^PPon.  They  guarantee-results.  So  call  for  your 


FROM  SHARP  MINDS 
COMEatARPPWQ^ 


^^I  WANT  IT  ON  TIME  and  in 
the  proper  hmids.  I  want  it  done 
correctly,  accurately,  exactly,  pre- 
cisely, perfectly,  efficiently,  reliably, 
expertly,  proficiently,  faithfully, 
totally,  absolutely,  unequivocally, 
unmitigatedly,  maturely,  fla^essly, 
supremely,  unsurpassedly  and 
certainly  without  fault.  I  want  it 
unharmed,  unbotched,  untainted 
and  uii8crewed-up.  And  most  of  all 
I  want  it  done  /^U  E  A  Df 

1  i  n  ■  i\~ 


When  tilt'  |')rL'ssure  is  on  to  do  it  rij^ht — and  do  it  ^HB^^^^^HHHH|  piifka^^e  tracking  system  in  the  business,  a  money- 
tor  less — do  it  with  FedKx  Standard  ( )\'erni,i;hf  PI||^H^|^^7^V^^  \y.\fk  ,i;uarantee  and  on-eall  piekup  at  no  extra 
SeiTiee.  All  the  reliability  of  Federal  Fxpress,  but  ^^m'^^^J^  ehari;e.  ( lall  us  at  S()ll-2,"i.S-,'^35,'^.  It's  ever>'thin!5 

tor  less  money,  beeause  your  paekas>e  arri\es  [  ^'jC'C"^^^  '     '  i. .-...>>..-  i>v  ■ 

by  3  FM  the  next  dayf  As  always  you  siet  the  best  I   


you  like  about  our  10:30  .VM  FedEx  Priority 
( )\ernisht"Sen'iee.  Just  a  little  later  in  the  day. 


Our  Most  Important  Package  Is  YouRsr 


\I>:M>  A\l  iiiiil  .1;(MI  I'M  ilLlixxry  in  AA  :lrc'.is.  (  '.diistiIi  imr  Si-n  ici-  ( iimic  lot  ilcliliK  .icul  r(.s( riL-tions  nl  iiiir  m.ilK-y-h.icU  eii.iniiitcc. 


&l'><>2  Kcilcral  Kxprcss  ( :<ir|)urati()ii 


evelopments  to  Watc 


)ITED  BY  WILLIAM  D  MARBACH 


HE  NEW  JAM-PACKED  CHIPS  ARE 
OMING— JUST  DON'T  ASK  HOW 


much 
on  Ihe 

head  of  a  pin?  Chip- 
makers  still  aren't  sure. 
At  a  conference  in  late 
February,  engineers 
from  NKC,  Toshiba,  and 
Hitachi  showed  off  de- 
signs of  new  memory 
chips  that  can  store  256 
million  bits  of  data,  16 
times  as  many  as  to- 
day's most  advanced 
DRAMS,  or  dynamic  ran- 
dom-access memories, 
he  companies  expect  to  turn  out  these  new  chips,  which  will 
)ld  about  11,000  pages  of  text,  in  six  years. 
Though  the  designs  would  seem  impossible  to  make,  Jim 
andy,  a  senior  analyst  at  Dataquest  Inc.,  notes  that  engi- 
;ers  have  been  wrongly  predicting  a  manufacturing  brick 
all  for  years.  "Every  time  they  run  into  one,  they  find  a  way 
•Qund  it,"  he  says.  One  possibility  this  time  is  to  stack  tran- 
stors  atop  one  another.  Another  is  using  a  new  technicjue, 
illed  phase-shift  masks,  to  create  thinner  circuit  lines — of  just 
25  micron,  or  V^oy  the  thickness  of  a  human  hair,  a  big  gain 
;er  the  0.6-micron  lines  in  today's  16-megabit  chips. 


Exactly 
data  can  fit 


how 


HEY'VE  FOUND  THE  GENE  THAT 
AUSES  LOU  GEHRIG'S  DISEASE 


^  myotrophic  lateral  sclerosis  cut  down  slugger  Lou  Gehrig 
P%and  has  largely  deprived  physicist  Stephen  W.  Hawking 
:'  the  ability  to  control  his  body.  Invariably  fatal,  the  affliction 
radually  kills  motor  neurons,  the  nerve  cells  that  control 
uscles.  About  107^  of  ALS  cases  are  inherited.  Now,  research- 
's at  Massachusetts  General  Hospital  and  other  labs  report  in 
le  Mar.  4  issue  of  Nature  that  they've  found  a  faulty  gene 
lat  causes  the  inherited  form  of  ALS. 

The  culprit  is  the  gene  that  produces  an  enzyme  known  as 
iperoxide  dismutase.  Ordinarily,  this  enzyme  helps  prevent 
image  by  so-called  oxygen  free  radicals — toxic  chemicals  pro- 
aced  as  a  byproduct  of  normal  metabolism  in  the  body.  The 
:ientists  haven't  yet  figured  out  exactly  how  the  enzyme  is 
lulty  in  ALS  victims,  but  they  do  suggest  that  excessive 
nounts  of  free  radicals  may  be  killing  the  nerve  cells.  If  so, 
rugs  that  fight  the  free  radicals  could  be  the  first  effective 
•eatments  for  the  disease. 


fERTICAL  LASERS  MAY  BE  READY 
0  STAND  AND  DELIVER 


Compact-disk  players,  laser  printers,  and  fiber-optic  tele- 
phone networks  depend  on  tiny  lasers  made  from  semicon- 
uctor  chips.  But  such  lasers  have  an  expensive  quirk:  The 
ght  they  produce  shines  out  of  the  sides  of  the  chips,  and 
lat  makes  manufacturing  them  costly.  Semiconductor  wafers 
")ntaining  hundreds  of  lasers  must  first  be  cut  into  individual 
lips.  Then  each  laser — the  size  of  a  grain  of  salt — must  be 
;sted  and  mounted  in  a  product  or  fiber-optic  connector. 
To  overcome  this  handicap,  Bellcore  and  other  labs  have 


fashioned  lasers  that  shine  light  upward  from  the  wafer.  That 
way,  thousands  of  lasers  can  be  built,  tested,  and  operated  on 
a  single  wafer.  Groups  of  such  lasers  could  be  used  like 
clusters  of  transistors  on  a  computer  chip.  The  drawback  is 
that  vertical  lasers  produce  only  small  amounts  of  light. 

Materials  engineer  Larry  A.  Coldren  of  the  University  of 
California  at  Santa  Barbara  has  a  better  way.  By  altering  the 
chemical  composition  and  using  a  diamond  layer  to  conduct 
excess  heat  away,  Coldren  built  lasers  that  run  at  higher 
temperatures  and  produce  10  times  more  light  than  previous 
devices.  That  kind  of  power,  says  Coldren,  may  enable  them  to 
replace  traditional  "edge"  lasers  in  many  products. 


NEWS  THAT  WILL  KEEP  YOU 
ON  THE  EDGE  OF  YOUR  SCREEN 


low  will  ordinary  folk  tap  into  traffic  on  "electronic  super- 
1  highways"  that  may  soon  link  the  nation?  Advanced  Digi- 
tal Telecorp  in  White  Plains,  N.  Y.,  has  an  answer:  the  TV  set. 
ADT's  TeleData  Recorder  will  let  customers  capture,  store,  and 
reuse  up  to  1,000  pages  of  information — such  as  stock  quotes, 
TV  listings,  or  magazine  articles.  Forgoing  costly  satellite  links 
or  phone  lines,  ADT  piggybacks  data  on  TV  broadcasts,  using 
bandwidth  reserved  for  the  blank  vertical  lines  that  frame 
your  picture.  Two  custom  chips  decode  the  information  and 
display  it  when  viewers  request  it  with  a  remote. 

Recently,  TV  stations  in  Dallas  and  West  Palm  Beach  be- 
came the  first  equipped  to  carry  such  services.  So  far,  ADT  CEO 
Keen  Yee  has  arranged  to  carry  health  information  from  a 
Food  &  Drug  Administration  bulletin  board  and  from  pharma- 
ceutical magazines  put  out  by  SCP  Publications.  Yee  says  he'll 
have  200  information  providers  by  yearend,  including  major 
news  and  stock-tracking  services.  Consumers  will  pay  about 
$350  for  the  TDR,  plus  service  charges  set  by  the  information 
carrier.  The  system  is  not  truly  interactive,  however.  You'll 
still  need  the  phone  to  answer  that  promo  on  your  TDR. 


WEAVING  AIRPLANE  WINGS 
FROM  A  TOUGH  PLASTIC  YARN 


Today,  only  a  few 
planes,  most  notably 
the  B-2  bomber,  have 
all-composite  "skins." 
These  fiber-reinforced 
plastic  materials  can  out- 
perform metal,  but  they 
can  require  very  costly 
manufacturing  by  hand. 
Now,  Georgia  Institute 
of  Technology  has  devel- 
oped a  low-cost  way  to 
crank  out  composite 
products  with  ordinary 
textile  machinery. 

Slender  bundles  of  a  tough  fiber,  such  as  Du  Pont  Co.'s 
Kevlar,  are  coated  with  plastic  by  passing  them  through  a 
cloud  of  electrostatically  charged  powdered  resin,  then  baking 
the  plastic  onto  the  fibers.  Textile  equipment  can  weave  this 
composite  yarn  into  a  limp  airplane  wing  that  looks  like  a  huge 
sweater  arm,  which  then  would  be  cured  to  its  rigid  form. 
Lockheed  Corp.  is  among  the  aerospace  companies  that  are 
interested.  "But  we're  concentrating  first  on  markets  like 
sporting  goods  and  medical  devices,"  says  Timothy  L.  Green, 
engineering  manager  at  Custom  Composite  Materials  Inc.,  an 
Atlanta  startup  founded  to  commercialize  the  technology. 
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LASERS  IN 
A  NEW  LIGHT 


Now,  they're  being  used  to  produce  novel  materials  and  devices 


The  pinprick  pulses  of  light  from 
Katsumi  TaniKaki's  tiny  laser  seem 
unlikely  \  ehicles  for  landmark  sci- 
entific discoveries.  But  as  he  peers  at 
the  faint  green  flashes,  the  41-year-old 
NEC  Corp.  research  manager  expects 
nothing  less.  He  has  already  pioneered 
ways  to  use  beams  of  light  to  create 
pure  sihcon  films  by  severing  bonds  be- 
tween molecules— a  key  to  packing  more 
circuits  on  semiconductors.  Now.  Taniga- 
ki  and  his  colleagues  at  XF.r's  Ex])lorat<> 
ry  Research  Laboratory  in  Tsukul)a  ex- 
pect lasers  to  deliver  far  grander 
breakthroughs.  "People  say  that  lasers 
are  a  mature  technology,"  he  muses. 
"But  their  most  exciting  applications  are 
onl\-  now  coming  into  view." 

It's  true:  For  ;30-odd  years,  scientists 
ha\e  understood  how  lasers  create  in- 
tense, focused  beams  of  light,  and  how 
they  alter  the  characteristics  of  mole- 
cules and  atoms.  But  ne\'er  before  have 
researchers  from  so  many  fields  jirobed 
these  effects.  Chemists  call  it  la.ser 
chemistry.  Physicists  try  a  different 
tack,  called  atom  optics,  to  manipulate 
and  study  individual  atoms.  \\'hate\'er 
the  name,  "chemistry  and  physics  are 
con\'erging,  and  lasers  are  at  the  cros: 
roads,"  says  Tanigaki. 

That  convergence  promises  to 
create  "new  devices  and  new  mar- 
kets." predicts  .John  Weiner.  pro- 
gram director  for  atomic,  mo- 
lecular, and  optical  physics  at 
the  National  Science  Foundation. 
Within  a  decade,  the  ability  of  la- 
sers to  manipulate  matter  could 
lead  to  inexpensive  flat-panel  displays, 
ultraprecise  measuring  devices,  comput- 
er storage  systems  with  1,000  times  as 
much  capacity  as  today's  disk  drives, 
and   new   materials   with  imiH'o\'ed 
electrical  characteristics  and  other  yet- 
unimagined  projjerlies. 
ATOM  WIGGLING.  From  their  liirth 
in  llKilt.  lasers  iia\'e  heen  ideal  ana- 
lytical tools:  If  you  hit  a  molecule 
with  a  laser  lieam  timed  to  the 
right  frequency,  it  will  rescat- 
ter  the  light  into  a  specific  pat- 
I  tern,  or  change  it  in  some 

94  BUSINESS  WEEK/MARCH  15.  1993 


way.  This  techni(iue,  called  laser  fluores- 
cence, reveals  much  about  the  structure 
of  molecules  and  what  binds  them.  Re- 
searchei-s  reasoned  that  the  same  process 
could  alter  or  selectively  break  moleculm- 
bonds  to  produce  chemicals— such  as  en- 
gineering jMastics  used  in  cars  and  other 
equipment.  In  the  early  1980s,  lured  by 
new  lasers  that  emitted  ultra\'iolet  light, 
big  corporate  labs  in  the  U.  S.  and  Eu- 
rope flocked  to  the  field  as  possibly  a 
faster,  cheaper  alternative  to  chemical 
s\Tithesis,  the  traditional  way  of  altering 
molecular  bonds  to  produce  materials. 
But  laser  techniques  were  too  crude,  and 
the  multinationals  lost  interest. 

Scientists  pressed  on,  though,  and 
now  they  are  on  the  \'erge  of  major  ad- 
x'ances.  Over  the  past  year,  researchers 
at  the  University  of  Michigan's  Center 
foi'  ritrafa^'  (intical  Sciences  and  Kent 


State  University  have  split  light  beais 
into  separate  colors.  Using  liquid  ci- 
tals,  they  vary  the  intensity  and  i 
ing  of  the  different-colored  beam- 
they  reassemble  them  into  pui~i  -  . 
light  with  precisely  engineered  shap'. 
They  hope  that  these  shaped  pulses 
be  far  better  than  ordinary  laser  be; 
at  teasing  apart  selected  chemical  boi 

At  Massachusetts  Institute  of  !< 
nology,  meanwhile,  chemistry  profe-^ 
Keith  A.  Nelson  is  training  extren.. 
short  pulses  of  laser  light  on  atoms 
crystals.  So  far.  he  can  wiggle  indivic 
al  atoms,  obser\  ing  their  reactions  usi 
laser  fluorescence.  S(X)n,  Nelson  hopes 
rearrange  atoms  in  the  crystal,  whi 
would  let  him  construct  entirely  n( 
materials.  The  trick  will  be  making  t 
changes  stick,  by  adjusting  the  sequen 
of  laser  blasts.  "It  isn't  obvious  yet  wh 
secjuence  to  use,"  Nelson  says. 
FULLERENES.  Serendipity  could  provi 
an  answer.  It  happened  in  1984,  wh 
Richard  E.  Smalley.  a  chemistry  prof( 
sor  at  Rice  University,  trained  lasers 
carbon  molecules.  The  laser  vibratio 
set  off  a  chemical  reaction,  produci 
clusters  of  molecules  in  unique  geometi 
configurations  called  Fiillerenes,  for  th( 
resemblance  to  Buckminster  Fuller's  g( 
desic  dome.  Today,  a  dozen  compani 
are  making  them  in  hopes  of  creatii 
new  superstrong  plastics  or  catalysts. 

Tile  -lapanese  also  are  making  strid( 


n 


ver  the  yeai's,  Tokyo's 
inistry  of  International 
rade  &  Industry  (MITII 
IS  helped  finance  doz- 
:s  of  laser  research 
■ojects,  most  for  l)0()st 
g  the  performance  of 
sers.  But  a  few,  such 
J  one  at  Idemitsu  Ko- 
in  Co.,  Japan's  largest 
jmestic  oil  company, 
lase  important  materi- 
s.  There,  team  leader 
obuo  Shimo  uses  a  la- 
T  that  emits  ultraviolet 
j;ht  to  irradiate  a  tank 
led  with  organometallic 
ises.  With  a  single 
ust  of  light,  Shimo  can 
-educe  a  few  grams 
magnetic  materials 
illed  ferrites.  These  are 
sed  in  electronic  components,  such  as 
nplifiers,  and  command  prices  high 
lough  to  justify  the  cost  of  using  la- 
irs.  "We  don't  have  perfect  selectiv- 
y,"  says  Shimo,  "but  we  have  tricks  to 
3t  around  that." 

More  widely  used  products  of  laser 
lemistry  could  be  novel  data-processing 
id  storage  devices.  In  today's  CD-ROMs 
id  audio  CDs,  laser  light  is  reflected 
1  microscopic  pits  stamped  into  a  plas- 
z  disk.  Lasers  inscribe  and  read  data  in 
lese  pits  as  digital  infoi-mation.  Such 
isks  can  store  up  to  500  million  bytes 
I  data.  But  if  instead  of  making  little 
its,  you  switched  individual  molecules 


on  and  off  inside  a  l)lock  of  solid  materi- 
al, then  each  square  centimeter  could 
hold  roughly  10  billion  bytes.  That's 
enough  to  fit  1  trillion  characters,  or  a 
stack  of  New  York  City's  bulky  Yellow 
Pages,  on  a  sugar  cube-sized  block. 

To  that  end,  Sony,  Hitachi,  NEC,  and  a 
few  others  are  working  on  molecular 
storage  concepts  fii'st  expounded  l\v  IBM 
in  the  late  1970s.  Big  Blue's  scientists 
saw  that  the  molecules  of  certain  crys- 
tals and  glass  are  filled  with  tiny  im- 
pei'fections,  causing  them  to  absorb  light 
at  slightly  different  frequencies,  or  col- 
ors. By  hitting  a  molecule  with  a  laser  of 
the  right  frequency  and  intensity,  you 


EMISTRY  AND  PHYSICS 

.  PHYSICISTS  use  lasers  to  trap  atoms,  slow  them 
down,  and  study  their  behavior.  They  hope  to: 


can  change  the  freciuen- 
cy  at  which  it  absorbs 
light.  The  detectable 
change  can  then  be  read 
as  a  bit  of  information. 

The  next,  more  diffi- 
cult step  will  be  finding 
suitable  materials  for 
this  approach.  Already, 
the  .Japanese  are  amass- 
ing huge  data  bases  on 
how  different  materials 
react  to  varying  fre- 
quencies and  intensities 
of  light.  "It  won't  hap- 
pen quickly,"  predicts 
Wilfried  Lenth,  a  re- 
search manager  at  IBM's 
Almaden  Research  Cen- 
ter in  San  -Jose.  But  it's 
the  kind  of  painstaking 
pursuit  at  which  Japa- 
nese scientists  excel. 

Similar  photochemical  reactions  may 
lead  much  sooner  to  improved  flat-panel 
screens  for  computers  and  TVs.  In  to- 
day's active-matrix  liquid-crystal  dis- 
plays, each  dot  is  switched  on  and  off  by 
a  sejnirate  transistor.  Fabricating  large 
screens  with  millions  of  transistors  is  a 
manufacturing  nightmare.  By  mixing 
I)hot()sensitive  molecules  with  a  special 
li(iuid  crystal,  Tomiki  Ikeda,  a  laser 
chemist  at  Tokyo  Institute  of  Technolo- 
gy, showed  in  January  that  he  can  re- 
place the  electronic  grid  with  a  simpler 
configuration  of  lasers.  They  trigger 
chemical  reactions  in  the  materials  sand- 
wiched between  the  plates  that  make 
u])  the  screen.  The  result 
could  ultimately  be  sharper 
pictures,  larger  screens,  and 
lower  manufacturing 
costs,  says  Ikeda. 

CROSS  FIRE.  Physi- 
cists,  too,  see 
jiayoffs  fi'oni  using  la- 
sers. Atoms  normally 
are   in  constant 
mf)tion.   But  l)y 
captui'ing  them  in  a  cross 
fire  of  laser  beams,  scien- 
tists at  Stanford,  MIT,  the 
National  Institute  of  Standards 
&  Technology,  and  other  labs 
"cool"  atoms  into  slow  motion, 
so  they  can  be  manipulated.  In  this  way, 
they  hope  to  cr-eate  ultraprecise  measur- 
ing equipment,  such  as  gyi-oscopes  used 
in  aerial  navigation  or  tools  for  sculpt- 
ing miniature  machines. 

)ne  leader  in  cooling  atoms  is  Ste- 
ven Chu,  a  physics  professor  at 
Stanford  University.  After  other  re- 
searchers had  shown  that  a  laser 
beam  tuned  to  the  I'ight  fi'equency 
can    slow    atoms    down,  Chu 
trained  six  beams  on  one  atom, 
l)locking  it  in  every  direction. 
In  those  conditions,  the  atom 
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tVeezes  to  a  temperature  just  a  few  mil- 
lionths  of  one  dej^ree  above  al)solute 
zero,  -4(>0F.  Cooled  atoms  can  be  tossetl 
in  the  air  in  a  "fountain."  Scientists 
measure  their  acceleration,  and  so  deter- 
mine the  strenuth  of  the  gi'avitational 
field  tuj?,i<in<4'  at  them  as  they  fall. 

Chu's  measurements  are  sensitive 
enough  to  detect  differences  in  the  ^-dv- 
itationa!  field  of  just  three  centimeters' 
movement  from  the  center  of  the  earlli. 
He  can  also  take  readings  a  few  times 
per  second,  compared  with  one  meas- 
urement evei'y  10  seconds  with  older 
techniciues.  Although  still  only  one-thir- 
tieth as  accurate  as  today's  best  cur- 
rent technicjues,  Chu's  ajjjjroach,  say  sci- 
entists, has  the  potential  to  produce  the 
most  accurate  measurements.  Within  a 
decade,  Chu  thinks  that  gravitational 
sensors  on  trucks  or  aircraft  could  jjin- 
point  oil  deposits  better  than  existing 
methods  Ijecause  they  could  beat  meas- 
ure the  differing  densities  between  oil 
and  the  surrounding  matei'ial.  Dozens 
of  labs  are  also  l)uilding  atomic  clocks 
that  could  l)e  100  times  as  accurate  as 
devices  currently  used  in  navigation,  sci- 
entific testing,  and  communications  sys- 
tems: The  i)est  of  these  are  accurate  to 
one  second  in  a  million  years. 
DASHED  DREAMS.  At  the  National  Sci- 
ence Foundation,  meanwhile,  physicist 
Weiner  envisions  beams  of  coolerl  atoms 
replacing  some  of  today's  semiciuKhic- 
tor  fabrication  eciuipment.  For  years, 
engineers  have  used  beams  of  atoms  or 
molecules  to  construct  minuscule  elec- 
tronic structures  on  the  surface  of  sili- 
con. The  troul)le  is,  focusing  a  beam  of 
normal,  "hot"  atoms  leaves  the  beam  too 
weak  to  deposit  the  tliin  lines  of  atoms 
needed  to  build  tiny  structui'es.  Using 
cooled  atoms  overcomes  the  prolilem, 
says  Weiner.  That  would  make  it  easier 
to  craft  tiny  engines,  pumps,  and  other 
"micromachines"  that  will  repair  dam- 
aged circuits  or  monitor  key  substances 
in  the  l)ody,  such  as  blood-sugar  levels. 

Ail  this  progress  doesn't  dazzle  skep- 
tics, who  have  watched  the  inade(|ua- 
cies  of  lasei-s  dash  one  bright  dream  af- 
ter another.  Many  lasers  are  still  not 
as  efficient  as  they  need  to  be.  And  the 
lasers  that  are  best  suited  to  chemical  or 
atomic  mani])ulations  can  run  up  to 
$«0,00().  "La.sers  still  cost  too  much," 
says  Koichi  Tsukamoto,  senior  reseaciier 
in  phot(m  processes  at  MlTl's  Electi-o- 
technical  Lab. 

Still,  lasers  are  improving  fast.  Manu- 
facturers are  boosting  their  power  and 
life  spans,  and  bringing  down  costs.  As 
that  continues,  the  painstaking  work  of 
oO  years  should  start  to  pay  off  in  better 
living  through  physics  and  chemistry. 

By  Neil  Gross  iu  Tokijo,  with  Jdhii 
Careii  in  Washington,  Gary  McWilliains 
in  Boston,  and  Richard  Brandt  iu  San 
Francisco 


SOFTWARE  I 


FINALLY,  SOFTWARE 
THAT  SLAYS  GIANTS 


'Client-server'  programs  let  PCs  do  mainframe  work 


In  August,  1991,  the  Turner  Cor}), 
saitl  good-ljye  to  its  IBM  4341  main- 
frame computer.  One  of  the  nation's 
largest  construction  comjjanies,  Tin-ner 
was  tlien  moving  to  a  new  headquar- 
ters in  Lower  Manhattan  and  began  run- 
ning its  30-city,  3,000-employee 
business  entirely  on  a  network 
of  personal  computers.  In  mak- 
ing the  move.  Turner's  chief 
information  officer,  Richard  A. 
Schell,  looked  toward  to  cut- 
ting the  company's  annual  com- 
puter budget  in  half— to  $2.5 
million.  Still,  he  was  apjirehen- 
sive.  "We  were  taking  a  leaj)  of 
faith,"  Schell  says. 

The  reason?  While  Turner 
and  a  gi'owing  list  of  big  corpo- 
raticms  saw  in  the  late  19!S()s 
that  they  could  downsize  their 
computing  jobs  from  uKjnolith- 
ic  mainframes  to  flexible  and 
less  expensive  computer  net- 
works, they  soon  realized  that 
a  lot  of  the  software  needed 
for  the  effort  didn't  exist.  The 
new  "client-server"  networks  required 
software  to  run  on  both  powerful  hub 
computers,  or  servers,  as  well  as  on 
desktop  clients.  Unlike  existing  PC  soft- 


1 Workers  use  their  desktop  PCs,  known  as 
clients,  to  run  personal  productivity  software, 
such  as  spreadsheets.  They  can  tap  the  server 
for  corporate  data  when,  for  example,  they 
want  to  use  the  spreadsheet  to  analyze  which 
sales  regions  are  performing  best. 


ware,  client-server  packages  need 
work  for  groups  as  well  as  for  individ 
als.  And  unlike  existing  mainframe  so 
ware,  they  must  have  the  graphics  ai 
easy-to-use  features  that  people  expe 
from  PC  progi'ams. 


SERVING  UP 
A  NEW  KIND 
OF  COMPUTING 

The  software  for  doing 
such  corporate  jobs  as 
accounting,  budgeting, 
and  project  nnanagement 
used  to  be  all  inside  one 
big,  expensive  mainframe. 
In  client-server  computing, 
however,  a  less  expensive 
but  powerful  computer, 
called  a  server,  acts  as  a 
network  hub  for  a  group  o 
users  who  need  to  work  together 


That's  a  tall  order,  which  is  why  sof 
ware  long  remained  the  missing  link  i 
client-server  computing.  Making  the  ei 
fort  tougher  is  the  fact  that  companie 
don't  just  want  to  do  the  same  ol 
things  for  less  money.  They  want  clien' 
server  setups  to  do  things  that  weren 
possible  with  older  systems— things  sue 
as  bringing  decision-making  down  lowe 
in  the  oi-ganization  by  giving  more  worl 
ers  access  to  vital  information  and  an; 
lytical  programs.  Microsoft  Corp.  Chaii 
man  William  H.  Gates  III  says  that  thi 
recjuirement  is  driving  PC  software  mal 
ers  in  new  directions.  "It  really  take 
you  beyond  doing  word  processing 
Gates  says.  "This  is  what  takes  you  int 
a  financial  institution  that  wants  to  kee 
track  of  its  customers,  or  a  manufactui 
er  that  wants  to  monitor  its  manufactut 
ing  process."  Microsoft's  vehicle  is 
forthcoming  operating  system.  Window 
NT,  designed  for  client-server  setups. 

The  demand  for  new  types  of  soft 
ware  for  the  burgeoning  networks  i 
also  pulling  suppliers  of  mainframe  an 
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inicompulc^r  packages  into  the  mai-- 
!t.  The  opportunity,  after  all,  is 
ige.  Sales  of  client-server  software 
id  related  services  will  hit  $4.7  bil- 
>n  this  year,  up  from  $2.5  billion 
1992,  according  to  Forrester-  Re- 
arch  Inc.  in  Cambridge,  Mass. 
hile  that's  less  than  8%  of  all 
;)rl(lwide  software  sales,  it's  the 
stest-growing  part,  having  tripled 
ice  1991.  And  by  199H,  Forrester 
recasts,  client-server  software  and 
rvices  will  account  for  20%  of 
$100  billion  international  software 
dustry. 

Leading  the  charge  are  sellers  of 
ita-base  software  and  related  pro- 
amming  tools.  Accounting  for  43% 

the  client-server  software  market, 
ese  programs  come  in  two  parts:  One 
irtion  organizes  corporate  data  on  serv- 
s,  and  the  other  runs  on  PCs,  letting 
ogrammers  customize  their  software 
(d  letting  workers  ask  questions  of  the 
ita  base.  After  a  long  gestation,  the 
sa  is  now  paying  off  big.  "The  opportu- 
ty  upon  which  the  company  was  found- 
i  [in  1980]  has  finally  arrived."  says 
lillip  E.  White,  CEO  of  Informix  Soft- 
are  Inc.  Informix  revenues  grew  by 
%,  to  $215  million,  in  the  year  ended 

December.  Its  rivals  Oracle,  Sybase, 
•ogress  Software,  and  the  Ingres  Div. 

the  ASK  Group  each  grew  by  25%  or 
ore  in  the  past  four  quarters. 
A  big  chunk  of  the  the  market— about 
%— still  belongs  to  companies  such  as 
ovell  Inc.  and  Banyan  Systems  Inc. 
at  sell  the  basic  building  blocks  for 
.ent-server  networks.  Their  software 
ns  on  servers,  managing  the  move- 
ent  of  electronic  documents  and  doling 
it  ap])lications  jjrograms  to  clients. 
ilAL  AND  ERROR.  Applications  pro- 
•ams— accounting  packages  and  the 
:e— are  the  latest  growth  area.  Rep- 
■senting  21%  of  all  client-server  soft- 
are,  these  packages  automate  payroll, 
idgets,  customer  service,  and  other 


TURNER'S  SCHELL:  PCs  TOOK  "A  LEAP  OF  FAITH 


I  Group  productivity  software  runs  on  both 
,  the  server  and  the  desktop  PCs.  A  monufact- 
'er  might  have  special  software  that  would 
t  workers  who  order  supplies  tap  inventory 
id  billing  systems  that  run  on  the  server. 


jobs  critical  to  a  company  such  as  Tur- 
ner. To  get  these  programs  developed 
for  the  client-server  world,  big  custom- 
ers have  spent  years  telling  applications 
software  makers  what  they  need.  Tium- 
er's  Schell,  for  instance,  worked  closely 
with  a  few  little-known  companies,  in- 
cluding PeopleSoft  Inc.  and  IMRS  Inc., 
which  wei-e  developing  human-resources 
and  financial-reporting  software,  respec- 
tively. "We  acted  as  a  partner  with 
these  companies,"  Schell  says.  In  the 
process,  he  also  acted  as  a  guinea 
pig,  helping  untangle  glitches.  Now, 
some  of  those  startups  are  soaring 
(page  98). 

The  reason:  Influential  customers  are 
beginning  to  report  successes.  Motorola 
Inc.  is  a  case  in  point.  "The  mainfi'ame  is 
an  anachronism,"  says  Ken  J.  .Johnson,  a 
Motorola  vice-president  and  corporate 
controller.  Since  1987,  he  has  Ijeen  shift- 
ing work  off  two  of  those  monsters,  cut- 
ting millions  of  dollars  per  year  from 
the  amount  the  corporation  charges  his 
unit  for  comi)uting.  Within  two  years,  he 
says,  he'll  do  without  them  entirely, 
bringing  bigger  savings. 

There's  more  to  be  gained  than  sim- 
ply cutting  costs.  From  his  corporate  fi- 
nance department,  Johnson  oversees 
3,000  workers  around  the  world  who  re- 
port Motorola's  financial  results.  That 
job  used  to  take  six  days  out  of  every 
month  when  done  on  a  mainframe.  And 
because  many  of  those  employees  were 
located  far  away  from  the  mainframe, 
the  data  from  their  units  had  to  be 
mailed  to  headcjuarters  and  typed  into 
the  computer  by  keypunchers— who 
were  making  10,000  erroi's  for  every 
7.50,000  pieces  of  data  entered. 

That  all  changed  in  1990  when  the 
work  was  switched  to  a  network  of  PCs. 
Since  the  PCs  are  distributed  all  over 
the  world  and  linked  to  a  server  running 
financial  software  from  IMRS,  all  employ- 
ees can  enter  their  numl)ers  directly. 
They  can  also  analyze  their  own  bud- 
gets. As  a  result,  the  financial-report- 
ing process  has  been  cut  to  two  days, 


freeing  uj)  four  workdays  for  every- 
one involved.  As  the  keypunching 
was  eliminated,  the  (juality  improved 
to  fewer  than  1,000  errors  per  2.7 
million  pieces  of  data  entered.  .John- 
son's next  goal  is  to  get  Motorola's 
general  ledger  system  off  the  main- 
frame and  onto  his  new  network  us- 
ing software  from  Oracle. 
ET  TU,  BLUE?  While  independent  soft- 
w  ai'e  makers  have  much  to  gain  in 
client-server  computing,  IBM  has 
much  to  lose.  Servers  can  be  main- 
frames, but  usually  they're  not. 
"There  clearly  is  an  exodus  from  the 
mainframe,"  says  Jeff  W.  Mason,  an 
assistant  general  manager  of  IBM's 
newly  created  Client/Server  Com- 
puting unit  in  Purchase,  N.Y.  In- 
stead of  using  tuainframes  as  servers, 
customers  are  faiying  souped-up  PCs,  or 
workstations  and  minicomputers  that 
run  the  Unix  operating  system. 

Big  Blue  created  the  900-employee 
client-server  unit  last  November  shortly 
after  it  surveyed  mainframe  customers 
and  found  that  one-third  are  actively 
moving  to  client-server.  The  gi'oup  plans 
to  sell  client-server  software  and  pro- 
vide assistance  to  customers  who  are 
moving  to  client-server  setups— no  mat- 
ter what  form  of  server  they  prefer. 
Some  client-server  converts  are  within 
IBM  itself.  Two  IBM  plants  in  Texas  have 
set  up  client-server  networks  based  on 
IBM's  RS/6000  workstations  and  using 
manufacturing  programs  from  Tuscon's 
Avalon  Software  Inc. 

IBM  is  likely  to  find  no  shortage  of 
customers  needing  assistance  in  setting 
up  client-server  systems.  The  transition 
can  take  years,  with  plenty  of  stumbles 
and  dead  ends  along  the  way.  Turner's 
programmers,  for  instance,  tried  to  build 
an  eight-quarter  forecasting  systeiu  us- 
ing Lotus  1-2-3.  "We  hit  a  brick  wall 
with  that  one,"  says  Schell.  Eventually, 
they  achieved  their  goal  with  a  client- 
server  data-base  system  from  Revela- 


3 Other  group  productivity  software  would 
allow  workers  to  trade  information  and  doc- 
uments with  each  other.  Colleagues  could  get 
electronic  copies  of  the  sales-region  analysis 
and  a  report  on  inventory. 
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tion  Technologies  Inc.  in  Stamford,  Conn. 

People  can  be  the  biggest  obstacle, 
as  Schell  discovered.  "There  was  a  tre- 
mendous resistance  to  PC  technology," 
he  says.  The  mainframe  jocks  had  good 
reason:  By  the  time  the  mainframe  was 
phased  out,  60%  of  that  staff  was  let 
go-a  big  factor  in  achieving  SchelFs  goal 
of  cutting  his  $5  million  budget  in  half. 

Another  pitfall  in  moving  to  the  new 
setups  comes  in  replicating  the  reliability 
and  security  features  of  mainfi-ames.  Like 


the  million-dollar  machines,  a  server  may 
hold  critical  ccjrporate  data,  making  any 
system  failure  a  potential  disastei-.  That's 
why  servers  need  mainframe-like  pro- 
grams to  automatically  back  up  data, 
keep  hackers  out,  and  prevent  system 
crashes.  People  who  manage  client-serv- 
er networks  "are  still  worried  about  get- 
ting that  3  a.m.  phone  call,"  says  Alan 
Paller.  a  director  of  open  systems  at 
Computer  Associates  International  Inc., 
which    now    sells  systems-manage- 


ment software  for  Unix-based  serv*  . 

The  most  important  battle  in  clit 
server  computing  may  unfold  this  su  - 
mer  when  Microsoft  says  it  will  si ) 
Windows  NT.  Already,  the  software  gi:  i 
says  that  more  than  50,000  software  < 
velopers  are  readying  applications 
the  system.  So  chances  are  lots  nn 
companies  will  soon  become  clients 
the  client-server  software  business. 

By  Evan  I.  Schwartz  in  New  Ya. 
with  bureau  reports 


INVESTORS  HUG  SOFTWARE'S  NEW  BABIES 


ave  investors  gone  insane?  Last 
November,  software  startup 
PeopleSoft  Inc.  was  over- 
whelmed by  the  reaction  to  its  $36 
million  initial  public  offering.  The  first 
day,  shares  in  the  $32  million  Walnut 
Creek  (Calif.)  company  shot  up  70%,  to 
29.  Then,  on  Felj.  3,  Powersoft  Corp.  in 
Burlington,  Mass.,  raised  $71  million 
in  a  $20-a-share  offering  that  nearly 
doubled  on  its  first  day  of 
trading— giving  the  company 
a  stratospheric  price-to-earn- 
ings  ratio  of  90.  Two  days  lat- 
er, investors  bid  up  the  IPO 
of  Silicon  Valley  data-base 
company  Gupta  Corp.  to  34— 
nearly  twice  the  offering  price 
and  three  times  the  price  that 
underwriters  originally  asked. 

It  may  sound  crazy.  But 
the  euphoria  marks  nothing 
less  than  the  birth  of  a  new 
kind  of  software  company. 
PeopleSoft,  Powersoft,  and 
Gupta  are  just  three  of  the 
most  visible  offspring  sel- 
ling "client-server"  programs. 
These  startups,  chased  by  old- 
er software  giants  hungi-y  for 
new  markets,  are  finally  be- 
ginning to  make  the  promise  of  client- 
server  computing  a  reality.  Says  For- 
rester Research  Inc.  analyst  Stuart 
Woodring:  "This  is  the  year  that  people 
in  client-server  software  get  rich." 
'CATCHING  UP.'  Suddenly,  after  being 
in  shoi't  supply,  there  are  lots  of  client- 
server  programs— enough  to  drive 
what  Forrester  predicts  will  Ije  an  88% 
expansion  in  the  market  this  year  for 
these  programs,  which  let  individuals 
working  on  personal-computer  "clients" 
share  information  and  progi'ams  used 
on  so-called  servers.  Powersoft,  for  in- 
stance, now  sells  programs  that  make 
it  easier  for  companies  to  winte  applica- 
tions such  as  inventory  or  accounting 
systems  for  the  new  setups.  Gupta 
supplies  data-base  programs  that  are 


easy  enough  for  PC  users  to  handle 
but  powerful  enough  to  track  the  sales 
and  budget  data  for  a  corporate  divi- 
sion or  an  entire  midsize  business. 
Some  programs,  such  as  PeopleSoft's 
human-resources  management  system, 
do  jobs  such  as  payroll  that  used  to  be 
done  only  by  mainframe  programs. 

While  installing  client-server  pro- 
grams is  no  snap— and,  at  up  to 


PEOPLESOFT'S  DUFFIELD:  THE  BIG  HURDLE  IS  OFFICE  POLITICS 


$800,000  per  program,  not  cheap— it 
can  1)6  quite  rewarding.  United  Air- 
lines Inc.,  for  instance,  expects  to  save 
$10  million  over  the  next  five  years 
by  using  a  PeopleSoft  program  instead 
of  a  mainframe  package  to  keep 
records  of  140,000  employees  and  retir- 
ees. The  savings  come  from  cutting 
the  staff  needed  to  manage  the  main- 
frame and  by  being  al)le  to  alter  the 
software  more  cjuickly  when  rules  oi- 
policies  change. 

Despite  the  lovefest  on  Wall  Street, 
the  client-server  startups  aren't  home 
free.  Mainframe-software  makers,  such 
as  Dun  &  Bradstreet  Software  and 
Germany's  SAP,  which  have  lengthy 
relationships  with  big  customers,  are 
now  rushing  client-server  products  to 


market.  Admits  PeopleSoft  CEO  Dax  i^ 
A.  Duffield:  "The  competition  is  catcl 
ing  up."  He  adds  that  selling  cHent 
server  systems  can  l)e  difficult  becaus 
information-systems  executives  fea 
that  they  will  lose  power  as  they  phaS' 
out  the  old  technology.  "Big  companie 
often  have  political  problems  and  bu 
reaucracy,"  says  Duffield.  "No  softwar 
can  solve  that." 

A  CLEAN  SLATE.  Some  startup 
have  already  run  into  road 
l)locks.  An  early  client-serve 
star.  Cooperative  Solutions  Inc 
recently  laid  off  its  10-persoi 
sales  force.  The  company 
which  makes  software  for  de 
veloping  banking  and  retail  ap 
plications,  says  it  found  tha 
customers  preferred  to  dea 
with  more  established  suppli 
ers  of  such  software,  such  a: 
Tandem  Computers  Inc. 

Still,  the  startups  have  on( 
big  advantage:  a  clean  tech! 
nology  slate.  Older  companie.^ 
wi'ote  their  programs  in  brittk 
programming  languages,  suet 
as  Cobol,  that  are  hard  t( 
modify  or  adapt  for  new  com' 
puter  systems  suoh  as  PCs  oi 
servers  running  the  UNIX  operating 
system.  "It's  a  whole  new  paradigm,' 
ol)serves  Frank  Dodge,  who  in  196il 
co-founded  mainframe  software  house 
McCormack  &  Dodge,  which  three 
years  ago  was  merged  into  Dun  & 
Bradstreet  Software.  Now,  Dodge  run.' 
his  own  client-server  software  firm 
the  Dodge  Group,  a  Waltham  (Mass.' 
startup  that  plans  to  compete  with 
D&B  in  the  market  for  financial 
programs. 

So  far,  it's  hard  to  argue  with  most 
of  the  results— like  Powersoft's  351% 
jump  in  1992  revenues,  to  $21.2  mil- 
lion, or  PeopleSoft's  154%  profit  rise 
in  the  same  year.  Maybe  investors 
aren't  so  crazy  after  all. 

By  Robert  D.  Hof  in  Sati  Fravcisco 
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10  SNOWY  SIOPES 
MEAN  DEAD  FISH? 


I's  angry  environmentalists  vs.  slumping  ski  resorts  in  Vermont 


Until  the  icy  storms  of  February 
struck,  a  string  of  mild  winters 
had  New  England  ski  resorts  on 
downhill  run.  And  few  were  bounc- 
ig  faster  from  mogul  to  mogul  than 
ermont's  Sugarbush  Resort,  which  bad- 
'  trails  many  rival  ar'eas  in  its  ability  to 
lake  artificial  snow.  Most  of  its  runs 
'ere  closed  during  the  past  three 
'hristmas  periods,  when  resorts  typi- 
ally  do  30%  of  their  annual  business, 
mce  one  of  the  East's  premiere  down- 
ill  destinations,  Sugarbush  will  be 
icky  to  attract  300,000  skiers  this 
9ason,  down  from  425,000  a 
eeade  ago. 
Sugarbush  executives  have 
simple  solution:  draw  mil- 
ons  of  gallons  of  water  from 
le  nearby  Mad  River,  pump 
.  uphill,  and  turn  it  into 
ores  of  man-made  snow, 
lut  the  plan  has  embroiled 
lie  resort  in  one  doozy 
f  an  environmental  bat- 
le.  A  coalition  of  envi- 
onmental  and  fishing 
roups  hotly  opposes  the 
roject,  claiming  it  would 
0  deplete  the  river  that 
quatic  life  would  suffer. 
URVIVAL.  Both  sides  say 
he  stakes  go  far  beyond 
lugarbush's  slopes.  En- 
ironmentalists  fear  a 
!ugarl)ush  victory  would 
indermine  efforts  to  set  a 
'.niform  standard  for  mini 
num  flow  in  New  England's  riv- 
ers. If  they  win,  their  next  target  wi 
le  the  region's  hydroelectric  dams,  many 
if  which  are  up  for  federal  relicensing  in 
he  next  few  years.  The  environmental- 
3ts  argue  that  the  dams  shunt  too  much 
vater  away  from  New  England  rivers, 
fo  the  region's  ski  industry,  the  battle 
is  a  life-or-death  issue,"  says  Joe  Parkin- 
ion,  executive  director  of  the  Vermont 
iki  Areas  Assn.  Without  more  water,  he 
iays,  "this  industry  can't  survive." 

The  fight  highlights  the  increasing 
lependence  of  New  England's  ski  indus- 
.ry  on  man-made  snow.  Running  a  ski 
•esort  used  to  mean  putting  a  few  lifts 
m  a  mountain  and  praying  for  a  bliz- 


zard. But  starting  in  the  mid-1970s,  the 
industry  changed  from  a  quasi-hobby 
into  big  business.  Resorts  invested  in 
$1.5  million  lifts  and  $250,000  grooming 
machines.  Some  have  big  bucks  tied  up 
in  slopeside  real  estate.  To  recoup,  they 
need  more  skiers  and  a  season  that  lasts 
as  long  as  possible. 

And  that  means  Mother  Nature's  er- 
ratic snowfalls  will  no  longer  suffice.  In 


recent  years,  access  to  a  plentiful  water 
supply  has  become  a  crucial  competitive 
factor.  Take  Maine's  Sunday  River, 
which  has  leapt  from  an  industry  small- 
fry  a  decade  ago  to  No.  2  in  the  East, 
thanks  in  large  part  to  a  vast  snowmak- 
ing  system  covering  95%  of  its  trails. 
Sugarbush  has  had  to  rely  on  a  small 
mountain  brook  that  has  provided  limit- 
ed snowmaking  on  just  32%  of  the  trails 
at  Sugarl)ush  South,  the  resort's  main 
area.  The  $11  million  plan  to  tap  into  the 
Mad  River  would  increase  that  figure 
to  nearly  75%.  To  mitigate  any  ne- 
gative impact,  Sugarbush  has  offered 


to  improve  fish  hal)itats  on  the  river. 

Its  antagonists  don't  oppose  snowmak- 
ing. But  they  want  to  limit  water  with- 
drawal so  that  a  river's  volume  never 
falls  below  the  median  flow  during  Feb- 
ruary, when  wintertime  levels  are  at 
their  lowest.  They're  afraid  that  any- 
thing lower  could  result  in  greater  ice 
formation  in  the  river  bed,  killing  vulner- 
al:)le  life  forms  such  as  fish  eggs  and 
juvenile  fish.  "The  skiing  industry  has 
changed  dr"amatically,  fi'om  a  natural  one 
to  one  that  uses  up  a  precious  natural 
resource,"  says  Lewis  Milford,  senior  at- 
torney at  the  Conservation  Law  Foun- 
dation's Vermont  office,  one  of  Sugar- 
bush's  opponents.  "It's  important  that 
it  recognizes  there  are  limits  on  that 
resource." 

In  Vermont,  the  clash  has  passions 
running  high.  "These  people  are  like 
witch  doctors,  using  pseudo-science  to 
spread  fear,"  snaps  David  F.  Kel- 
ley,  a  lawyer  working  with  the 
Ski  Areas  Assn.  Says  Ned 
Farquhar,  executive  director 
of  the  Vermont  Natural  Re- 
sources Council,  a  leading 
anti-Sugarbush  group:  "I've 
been  called  both  a  McCar- 
thyite  and  a  communist." 
WEARY  PLANNERS.  Sugar- 
bush needs  both  state  and 
federal  permits.  So  far,  it 
has  prevailed  at  the  state 
level,  most  recently  in  a 
mid-February  appeal  be- 
fore the  state  water 
board.  Governor  Howard 
Dean,  an  avid  skier,  has 
urged  the  environmental- 
ists to  end  their  blocking 
tactics.  The  VNRC's  Far- 
quhar says  he's  undecided 
al)out  further  appeals. 
But  some  of  his  allies  vow 
to  fight  on.  They  have  won 
key  backing  fi-om  the  federal  Fish 
&  Wildlife  Service,  originator  of  the 
February  median-flow  standard.  But 
Fish  &  Wildlife  doesn't  make  policy.  It 
only  advises  the  U.  S.  Army  Corps  of 
Engineers,  the  final  arbiter  of  Sugar- 
bush's  application. 

Weary  Sugarbush  executives  say  the 
privately  held  resort  has  lost  $20  million 
in  the  five  years  since  they  dreamed  up 
the  Mad  River  plan.  Adhering  to  the 
February  median-flow  standard  would 
cripple  the  project,  they  claim.  "Our  sys- 
tem would  only  be  able  to  operate  half 
the  time"  from  .January  to  March,  says 
Sugarbush  President  Robert  M.  Berrey. 
But  while  the  ajjpeals  drag  on,  he's  run- 
ning Sugarbush  the  old-fashioned  way- 
praying  for  snow. 

By  Mark  Maremont  in  Wan-en,  Vt. 
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WELL  JHAT  CERTAINLY  FEU 

BIG  LOSERS  ASIDE,  CORPORATE  EARNINGS  REBOUNDED  IMPRESSIVELY  LAST  T 


The  yeai-  could  hardly  have  ended 
on  a  better  note  for  much  of  Cor- 
porate America.  The  economy 
grew  by  4.8'''  in  the  last  three  months — 
the  fastest  rate  since  the  end  of  1987.  A 
new  and  younger  Administration  in  the 
White  House  created  a  mood  of  opti- 
mism among  consumers.  On  top  of  that, 
corporate  management  continued  to 
whack  away  at  costs. 

All  in  all,  the  bottom  lines  at  most 
corporations  looked  a  lot  more  impres- 
sive at  the  close  of  1992  than  in  some 
time.  Fourth-quarter  corporate  profits 
soared  by  a  hefty  51'^ .  Sales  rose  by 
only  57<  ,  but  that's  still  a  good  deal  bet- 
ter than  the  l'/<  drop  of  a  year  ago.  For 
the  full  year,  earnings  for  the  900  com- 
panies in  BUSINESS  week's  Corporate 
Scoreboard  rose  by  an  average  20%. 
Again,  sales  were  up  5%,  compared  with 
a  meager  V'  gain  in  1991.  The  results 
would  have  been  even  more  impressive 
but  for  the  steep  losses  at  IBM.  Without 


Big  Blue's  drag,  fourth-quarter  earnings 
would  have  leapt  65'^.  For  the  entire 
year,  profits  would  have  been  up  25%. 

True,  there's  not  much  evidence  of  the 
kind  of  corporate  exultation  that  fol- 
lowed the  end  of  the  1982  recession.  The 
profit  gains  in  1992  are  benchmarked 
against  the  poor  results  of  recession- 
plagued  1991,  when 
earnings  fell  19%. 
Moreover,  most  of 
1992's  profits  came 
from  cost-cutting,  as 
companies  continued 
to  trim  payrolls  and 
inventories. 

Even  so,  there's 
reason  to  be  encour- 
aged by  the  results. 
Last  year  marked 
the  first  annual  gain 
in  earnings  since 
1988.  And  1992's  pro- 
ductivity improve- 


ments set  the  stage  for  greater  earnin; 
gains  this  year,  as  the  economy  picks  i 
"Profits  in  1993  are  likely  to  be  a  lit 
more  volume-driven,"  says  Morgan  St;- 
ley  &  Co.  economist  Stephen  S.  Roai, 
"a  little  less  productivity-driven."  jj 
Still,  with  companies  already  havii 
reaped  most  of  the  benefits  possii 
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THE  TOP  25 INSAUS 


1992  sales 

Percent  change 

19 

Millions  of  dollars 

from  1991 

rc 

1 

GENERAL  MOTORS 

$132,429 

8% 

2 

EXXON 

104,1 1  1 

0 

3 

FORD  MOTOR 

100,132 

13 

4 

AT&T 

64,904 

3 

5 

IBM 

64,523 

0 

6 

GENERAL  ELECTRIC 

62,200 

3 

7 

MOBIL 

57,217 

1 

8 

WAL-MART  STORES** 

55,484 

26 

9 

SEARS  ROEBUCK 

52,345 

3 

10 

PHILIP  MORRIS 

50,095 

4 

1 1 

CHEVRON 

42,900 

5 

12 

DU  PONT 

37,799 

-2 

13 

KMART** 

37,724 

9 

14 

TEXACO 

37,663 

-2 

15 

CHRYSLER 

36,900 

26 

16 

CITICORP 

31,948 

0 

17 

PROCTER  &  GAMBLE 

30,368 

8 

18 

BOEING 

30,184 

3 

19 

AMOCO 

28,223 

0 

20 

AMERICAN  EXPRESS 

26,962 

4 

21 

KROGER 

22,145 

4 

22 

UNITED  TECHNOLOGIES  22,032 

4 

23 

PEPSICO 

21,970 

14 

24 

ITT 

21,645 

6 

25 

CONAGRA 

21,503 

3 

*  1991  $aies  ranking  bosed  on  results  p 

ior  to  accounting  change 
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fcfJIIlllili  iW 


ETTER 


mS  TO  RESTRUCTURING  AND  A  HEALTHIER  ECONOMY 


im  restructuring,  projected  overall 
•porate  performance  in  1993  may  not 
;m  as  strong  as  in  1992.  But  many 
momists  are  betting  that  earnings 
lid  rise  as  much  as  14%'  this  year,  as 
es  gradually  gain  momentum.  A  pos- 
le  glitch  that  could  depress  the  out- 
ne  is  President  Clinton's  proposal  for 


UES  AND  PROFITS 


THE  TOP  25  IN  lARNINGS 


1992  profits 

Percent  change 

1991 

Millions  of  dollars 

from  1991 

PHILIP  MORRIS 

$4,939 

26% 

3 

EXXON 

4,810 

-14 

1 

GENERAL  ELECTRIC 

4,725 

5 

2 

AT&T 

3,807 

629 

80 

MERCK 

2,447 

15 

4 

CHEVRON 

2,210 

71 

21 

WAL-MART  STORES** 

1,995 

24 

9 

COCA-COLA 

1,884 

16 

8 

PROCTER  &  GAMBLE 

1,834 

3 

7 

GTE 

1,787 

17 

12 

BELLSOUTH 

1,658 

10 

13 

FANNIE  MAE 

1,649 

13 

15 

BOEING 

1,635 

4 

10 

AMERICAN  INTL.  GROUP 

1,625 

5 

11 

JOHNSON  &  JOHNSON 

1,625 

11 

14 

BRISTOL-MYERS  SQUIBB 

1,538 

-23 

5 

BANKAMERICA 

1,492 

33 

27 

BELL  ATLANTIC 

1,382 

12 

18 

MORGAN  (J.  P.) 

1,382 

24 

28 

AMERITECH 

1,346 

15 

23 

NYNEX 

1,31 1 

118 

60 

MOBIL 

1,309 

-32 

6 

PEPSICO 

1,302 

21 

30 

SOUTHWESTERN  BELL 

1,302 

13 

24 

ABBOTT  LABORATORIES 

1,239 

14 

29 

a  higher  corporate  tax  rate  as  part  of  a 
broad  program  to  help  trim  the  budget 
deficit.  "That  is  what  worries  me  the 
most,"  says  Roach,  "[Clinton]  levying  a 
host  of  increases  which  will  increase  cor- 
porate costs." 

The  1992  results  brought  some  big 
shifts  in  the  rankings  of  BUSINESS 
week's  Top  25  earn- 
ings leaders.  Philip 
Morris  Cos.,  last 
year's  third-position 
holder,  stepped  up  to 
No.  1.  The  company 
notched  an  overall 
earnings  increase  of 
26%  for  the  year, 
largely  because  of 
improved  productivi- 
ty and  higher  prices 
in  a  number  of  its 
key  cigarette  catego- 
ries. On  the  other 
hand,  Du  Pont  Co. 


iscol  year  ended  January,  1993 


DATA:  STANDARD  8,  POOR'S  COMPUSTAT  SERVICES  INC 


fell  off  the  list  under  the  continued 
weight  of  a  depressed  chemicals  market. 

Among  industries,  the  fourth  quarter 
and  full  year  brought  a  windfall  for  the 
banking  sector.  Earnings  for  banks  rose 
a  record  273%  in  the  fourth  quarter, 
thanks  largely  to  lower  interest  rates. 
BayBanks  Inc.  led  the  pack  with  a  profit 
gain  of  427%.  Even  big  banks,  such  as 
Citicorp,  fared  better  in  1992.  Citi  earned 
$722  million  for  the  year,  compared  with 
a  loss  of  $914  million  a  year  earlier. 
TROUBLE  SPOTS.  Oil  company  profits  also 
surged,  aided  by  substantial  gains  in 
U.  S.  natural-gas  prices  and  improved  re- 
fining and  marketing  results.  Retailers 
had  a  bell-ringing  quarter,  too,  thanks  to 
the  best  Christmas  sales  they  have  had 
in  years.  Wal-Mart  Stores  led  the  retail 
winners,  with  a  24%  profit  increase,  to 
$750  million,  in  the  fourth  quarter.  Still, 
results  for  the  industry  as  a  whole  were 
hurt  by  disappointments  at  a  handful 
of    companies — particularly  Sears, 
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Roebuck,  which  lost  $2.6  billion  in  1992. 

The  contrasts  were  even  sharper 
among  auto  makers.  Chrysler  Corp.  re- 
ported its  best  annual  earnings  since 
1988,  thanks  to  aggressive  cost-cutting 
and  some  hot  high-margin  products, 
such  as  the  new  i,H  midsize  sedan.  Ford 
Motor  Co.  and  General  Motors  Corp., 
however,  took  big  hits  in  1992  because 
of  accounting  changes  to  reflect  retiree 


health-care  costs.  GM  took  a  $20.9  billion 
charge,  which  resulted  in  a  $23.5  billion 
loss  for  the  full  year,  the  largest  in  U.  S. 
corporate  history^  Before  extraordinary 
items,  (JM's  annual  loss  was  $2.6  billion. 
Computer  industry  results  were  equally 
dismal,  largely  because  of  IBM.  The  com- 
pany lost  $6.9  billion  in  1992,  excluding' 
the  effects  of  changes  in  accounting 
principles.  The  loss  capped  a  year  in 


which  the  computer  giant  seemed  t( 
stagger  from  crisis  to  crisis  as  its  S£e! 
steadily  slipped. 

Still,  thanks  to  restructuring  and  .i 
uptick  in  the  economy,  most  compani 
had  reason  to  celebrate  at  the  closeo: 
1992.  And  if  sales  finally  show  some 
this  year,  corporations  may  have  a  . 
more  to  cheer  about  next  December. 
By  Sunita  Wadekar  Bhargava  in  Neir 


A  SPOTLIGHT  ON  1992  INDUSTRY  PROFITS 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 


BREAKING  DOWN  THE 
LAnST  QUARTER 

AS  REPORTED  -f-51% 
WITHOUT  COMPUTERS  +72% 
WITHOUT  BANKS  +37% 


I 


12-MONTH 
MOVING 
AVERAGE 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  1992 

It's  quite  a  comeback.  After  falling  by  $30  billion  in  1  991,  earnings  increased 
$26  billion  in  1  992,  Eastern  bonks  were  paced  by  earning  revivals  at  Citicorp 
and  Chemical.  On  the  other  side  of  the  ledger,  computers  were  hurt  by 
staggering  losses  at  IBM  and  Digital  Equipment. 


-30 


PERCENT  CHANGE  FROM 
SAME  PERIOD  OF  PRECEDING 
YEAR,  AIL  INDUSTRIES 


BANKS-EAST  1 

CARS  AND  TRUCKS 

TELECOMMUNICATIONS 

RAILROADS 

TELEPHONE  COMPANIES 

CONGLOMERATES 

BANKS-SOUTH  AND  SOUTHEAST 

ELECTRIC  UTILITIES 

1               1  1 

-6 


-4 


CHANGE  IN  AFTERTAX  PROFITS 
FROM  1991 


DISCOUNT  &  FASHION  RETAILERS 

COMPUTERS  AND  PERIPHERALS 

2  4 


•4  BILLIONS  OF  DOLLARS  ► 


WINNERS  AND  LOSERS  IN  THE  YEAR'S  PROFIT  RACE 


THE 
BEST... 


ELECTRIC  UTILITIES 
OIL  &  GAS 
TELEPHONE  COMPANIES 
DRUGS  &  RESEARCH 
BANKS-EAST 


-4 


ALUMINUM 
STEEL 
AIRLINES 
CARS  &  TRUCKS 
COMPUTERS  &  PERIPHERALS 
4 


TOTAL  1992 
PROFIT  OR  LOSS 


...AND  THE 
WORST 


0 

^  BILLIONS  OF  DOLURS  ► 

DATA  STANDARD  S  POOR'S  COMPUSTAI  SERVICES  INC 
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FOURTH  QUARTER  &  FULL  YEAR  1992 

LOSSARY 

ales:  Includes  all  sales  and  other  operating 
ivenues.  For  banks,  includes  all  operating 
ivenues. 

refits:  Net  income  before  extraordinary 
sms.  For  banks,  profits  are  net  income  after 
:curity  gains  or  losses. 


Margins:  Net  income  from  continuing  oper- 
ations before  extraordinary  items  as  percent 
of  sales 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockfiolders 
(most  recent  12  montfis)  to  latest  available 
common  equity,  whicfi  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price^arnings  ratio:  Based  on  Feb.  19, 
1993,  common  stock  price  and  corporate 
earnings  from  continuing  operations  before 
extraordinary  items  for  most  recent  12-month 

period. 

Earnings  per  sliare:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 


COiMPANY 


SALES 


PROFITS 


RETURN  ON 
COMMON 


iTH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

$MIL, 

% 

$MIL 

X 

$MIL. 

% 

$Mll. 

% 

% 

% 

1201 

2-19 

SHARE 

ALMNDUSTRY 

COMPOSITE* 

1055890.0 

5 

4031035.0 

5 

32026.5 

51  153729.5 

20 

3.0 

2.1 

10.0 

23 

167 

AEROSPACE 

INDUSTRY  COMPOSITE 

27347.1 

-3 

105035.8 

0 

1121.9 

NM 

3520.9 

81 

4.1 

NM 

13.5 

10 

4.05 

Abex 

168.6 

-7 

728.4 

3 

-186.1 

NM 

-197.0 

NM 

NM 

NM 

NM 

NM 

-9.97 

Boeing 

7497.0 

-3 

30184.0 

3 

377.0 

-6 

1635.0 

4 

5.0 

5.2 

18.0 

7 

4.81 

GenCorp  (1) 

523.8 

-10 

1937.0 

-3 

1.3 

-92 

22.0 

-31 

0.2 

2.8 

10.3 

18 

0.70 

General  Dynamics 

915.3 

-1 

3472.0 

5 

153.0 

NM 

248.0 

20 

16.7 

0.8 

15.0 

17 

6.59 

Grumman 

930.8" 

-16 

3504.0 

-12 

43.4 

88 

1 19.9 

26 

4.7 

2.1 

1  1.6 

8 

3.49 

Lockheed 

2920.0 

6 

10100.0 

3 

1 19.0 

16 

348.0 

13 

4.1 

3.7 

13.5 

10 

5.65 

Martin  Marietta 

1449.6 

-13 

5954.3 

-2 

75.7 

72 

345.4 

10 

5.2 

2.6 

17.8 

9 

7.21 

McDonnell  Douglas 

4622.0 

-1 

17373.0 

-4 

756.0 

452 

698.0 

96 

16.4 

2.9 

23.1 

3 

17.97 

Northrop 

1514.0 

-3 

5549.9 

-3 

55.0 

-65 

120.7 

-55 

3.6 

10.1 

10.0 

12 

2.56 

Rohr  (5) 

283.9 

-13 

1238.8 

-1 1 

6.8 

-23 

-0.6 

NM 

2.4 

2.7 

-0.1 

NM 

-0.04 

Sundstrand 

459.7 

1 

1672.7 

0 

39.2 

-20 

83.3 

-23 

8.5 

10.8 

15.7 

16 

2.31 

rhiokol  (6) 

307.5 

-7 

1289.8 

1 

14.6 

0 

63.2 

9 

4.7 

4.4 

15.3 

5 

3.13 

United  Technologies 

5755.0** 

-1 

22032.0 

4 

-333.0 

NM 

35.0 

NM 

NM 

NM 

0.2 

NM 

-0.05 

AUTOMOTIVE 

INDUSTRY  COMPOSITE 

82044.5 

12 

310501.0 

12 

-862.0 

NM 

-1701.1 

NM 

NM 

NM 

-3.3 

NM 

-1.21 

CARS  &  TRUCKS 

GROUP  COMPOSITE 

73280.0 

12 

276071.7 

12 

-1141.0 

NM 

-2699.2 

NM 

NM 

NM 

-5.3 

NM 

-2.08 

Chrysler 

10200.0** 

24 

36900.0 

26 

356.0 

267 

505.0 

NM 

3.5 

1.2 

6.1 

26 

1.47 

Ford  Motor 

25406.8 

16 

100132.2 

13 

-840.3 

NM 

-501.8 

NM 

NM 

NM 

-3.1 

NM 

-1.46 

General  Motors 

35763.1** 

6 

132429.3 

8 

-651.8 

NM 

-2620.6 

NM 

NM 

NM 

-9.4 

NM 

-4.85 

Navistar  International  (2) 

1 139.0 

39 

3875.0 

12 

-30.0 

NM 

-147.0 

NM 

NM 

NM 

NM 

NM 

-0.70 

Paccar 

771.2 

20 

2735.2 

17 

25.1 

31 

65.2 

64 

3.3 

3.0 

6.2 

30 

1.93 

PARTS  *  EQUIPMENT 

GROUP  COMPOSITE 

5543.0 

13 

21469.6 

12 

142.3 

317 

522.7 

NM 

2.6 

0.7 

10.5 

21 

1.73 

Arvin  Industries 

455.1 

7 

1890.2 

13 

9.4 

29 

39.9 

85 

2.1 

1.7 

8.6 

19 

1.70 

Cummins  Engine 

1016.2 

17 

3749.2 

10 

29.5 

NM 

67.1 

NM 

2.9 

NM 

9.0 

24 

3.54 

Dana 

1259.7** 

1 1 

4872.3 

1 1 

21.5 

NM 

80.0 

493 

17 

0.2 

6.6 

25 

1.82 

Eagie-Picher  Industries  (1) 

161.3 

5 

611.5 

2 

7.3 

199 

28.9 

NM 

45 

1.6 

NM 

1 

2.63 

Eaton 

964.0 

11 

3869.0 

14 

37.0 

32 

137.0 

121 

3.8 

3.2 

14.5 

20 

3.98 

Echlin  (4) 

457.3 

10 

1823.9 

8 

18.8 

44 

70.0 

60 

4.1 

3.1 

10.3 

20 

1.25 

Federal-Mogul 

358.1 

34 

1264.0 

15 

-3.6 

NM 

4.4 

NM 

NM 

NM 

-1.0 

NM 

-0.01 

Masco  Industries 

431.2 

9 

1656.8 

13 

8.5 

NM 

38.4 

NM 

2.0 

0.1 

8.1 

27 

0.48 

Smith  (A.  O.) 

265.4 

14 

1046.3 

14 

6.2 

125 

27.2 

689 

2.3 

1.2 

10.8 

14 

2.79 

Standard  Products  (6) 

174.8 

11 

686.4 

11 

7.8 

51 

29.7 

NM 

4.5 

3.3 

17.2 

14 

2.64 

TIRE  &  RUBBER 

CROUP  COMPOSITE 

3221.5 

6 

12959.6 

9 

136.6 

9 

475.5 

209 

4.2 

4.1 

13.7 

16 

3.07 

Cooper  Tire  &  Rubber 

294.0 

16 

1 174.7 

17 

33.8 

33 

108.2 

36 

1 1.5 

10.0 

22.9 

25 

1.30 

Goodyear  Tire  &  Rubber 

2927.5 

5 

1 1784.9 

8 

102.8 

4 

367.3 

393 

3.5 

3.6 

12.2 

13 

5.14 

BANKS 

INDUSTRY  COMPOSITE 

51850.2 

-5 

208552.0 

-4 

4851.2 

273 

17638.4 

105 

9.4 

2.4 

12.6 

13 

3.19 

BANKS  -  EAST 

GROUP  COMPOSITE 

28106.0 

-6 

113238.0 

-5 

2300.1 

337 

8244.6 

185 

8.2 

1.8 

12.9 

12 

3.22 

Bank  of  Boston 

1326.0 

3 

5291.7 

16 

56.6 

-39 

192.1 

NM 

4.3 

7.3 

9.9 

12 

2.10 

Bank  of  New  York 

874.0 

-12 

3583.0 

-15 

105.0 

59 

369.0 

202 

12.0 

6.7 

10.8 

12 

4.45 

Bankers  Trust  New  York 

1559.0 

-6 

6550.0 

-4 

170.0 

24 

761.0 

14 

10.9 

8.3 

22  1 

8 

8.82 

Fourth  quarter  ended  Nov.  30.  (2)  Fourth  quarter  ended  Oct.  31.  (3)  First  quarter  and  most  recent  1 2  months  ended  Dec.  31.(4)  First  quarter  and  most  recent  1 2  months  ended  Nov. 
.  (5)  First  quarter  and  most  recent  1 2  months  ended  Oct  31.  (6)  Second  quarter  and  most  recent  1 2  months  ended  Dec.  31.(7)  Second  quarter  and  most  recent  1 2  months  ended  Nov. 
.  (8)  Second  quarter  and  most  recent  1  2  months  ended  Oct.  31.(9)  Third  quarter  and  most  recent  1 2  months  ended  Dec.  31.  (10)  Third  quarter  and  most  recent  1  2  months  ended  Nov. 
.(11)  Third  quarter  and  most  recent  12  months  ended  Oct  31.  (12)  Fourth  quarter  ended  Jan.  31.  *Sales  include  excise  taxes.  **Sales  include  other  income.  ***Sales  include  excise 
'.es  and  other  income.  tRevenues  from  some  major  subsidiaries  not  included  in  soles.  Earnings  per  shore  are  for  latest  1 2  months,  not  necessarily  for  end  of  most  recent  fiscal  year. 
V=  not  available.  NM  =  not  meaningful.  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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COMPANY 


SAIES 


m 

QUARTER 

1992 
SMIL, 


CHANGE  12  CHANGE 

FROM  MONTHS  FROM 
1991  1992  1991 
%             SMIL  % 


PROFITS  

MARGINS 

4TH  CHANGE  12  CHANGE      4TH  4TH 

QUARTER        FROM       MONTHS        FROM     QUARTER  QUARTER 
1992  1991  1992  1991         1992  1991 

SMIL  %  SMIL  %  %  % 


RETURN  ON 
COMMON 

EQUiry  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

12-31  219 


BayBanks 
Chase  Manhattan 
Chemical  Banking 
Citicorp 


240  1 
2755.0 
2896.0 
8156.0 


17 
-1 


911.3  -11 

11125.0  -6 

12174.0  -14 

31948.0  0 


34.1 
169.0 
304.0 
280.0 


427 
25 
NM 
NM 


59  2 
639.0  , 
1086.0 
722.0 


514 
23 

605 
NM 


14  2 
6.1 

10.5 
3.4 


2.5 
4.5 
NM 
NM 


1 1.2 
10.5 
12.0 
6.4 


12 
9 
11 
19 


CoreStates  Financial                         544.2  -17  2133.9  -17           69  1  17  262.4  15  12.7  8.9  15.3  12 

First  Empire  State                              2210  0  889.8  5           21.6  19  97.9  46  9  8  8.2  16.1  10 

First  Fidelity  Bancorporation             622  6  -9  2461.7  -11           89.6  55  313.7  42  14.4  8.5  15.3  12 

Fleet  Financial  Group  1246.6  -5  4852.1         9  82.0  133  279.8  187  6.6  2.7  10.7  18 


Integra  Financial 
KeyCorp 
Mellon  Bank 
Meridian  Bancorp 


255.5 
576.9 
704.0 
282.5 


25 
-1 
-1 1 
-2 


890.3 
2238.8 
2972.0 
1082.3 


11 

-2 
-6 
-11 


35.1 
65.3 
105.0 
30.3 


86 
23 
46 
25 


1 13.4 
245.6 
437.0 
1 14.7 


62 
31 
56 
7 


13.7 
11.3 
14.9 
10.7 


9.2 
9.1 
9.1 
8.4 


17.9 
15.4 
19.4 
13.1 


10 
12 


13 


Midlantic 
MNC  Financial 
Morgan  (J.  P.) 
PNC  Bank 


312.7 
376.6 
2410.0 
1044.9 


-32 
-5 
-4 
3 


1352.6 
1533.3 
10231  0 
4105.7 


-32 
-30 

-1 
-8 


11.2 
95.5 
298.0 
143.5 


NM 
NM 
11 
43 


7.0 
103.1 
1382.0 
529.4 


NM 
NM 
24 
36 


3.6 
25.4 
12.4 
13.7 


NM 
NM 
10.8 
9.9 


0.4 
7.9 
20.7 
14.1 


NM 
14 
9 
13 


Republic  New  York 
Shawmut  National 
State  Street  Boston 
UJB  Financial 


588.6 
483.3 
353.2 
2775 


-3  2340.8  -8 

-16  2023.9  -14 

5  1417.3  4 

-9  1129.5  -10 


66.8 
7.1 
43.6 
17  7 


15 
190 

55 
102 


258.9 
56.8 

160.4 
53.8 


14 
NM 

15 
140 


11.4 
1.5 

12.4 
6.4 


9.6 
0  4 
8.4 
2.9 


13.5 
4.0 

17.4 
5.8 


10 
35 
22 
22 


(bjBANKS  -  MIDWEST 


GROUP  COMPOSITE 

9665.8 

-4 

38891.8 

-4 

1118.4 

51 

3806.8 

23 

11.6 

7.4 

13.8 

16 

2.6 

Banc  One 

1479  1 

0 

5999.0 

12 

193  1 

1 

781.3 

32 

13.1 

12.9 

16.9 

16 

3,2 

Boatmen's  Bancshares 

491.6 

-3 

2000.7 

-2 

28.2 

-30 

215.5 

31 

5.7 

8.0 

12.0 

12 

4.5 

Comerica 

543.6 

-14 

2269.8 

-12 

84.0 

13 

226.0 

-17 

15.4 

1 1.7 

1 1.2 

16 

1.9 

Continental  Bank 

435.0 

-21 

1765.0 

-23 

61.0 

22 

222.0 

NM 

14.0 

9.1 

14.5 

7 

3.4 

Fifth  Third  Bancorp 

231.4 

3 

894.5 

1 

44.3 

20 

164.1 

19 

19.1 

16.5 

16.3 

18 

2.7 

First  Bank  System 

457.5 

12 

1864  2 

10 

-25.6 

NM 

124.1 

-37 

NM 

13.4 

9.5 

27 

1,1 

First  Chicago 

1 123.2 

-3 

4357.8 

-10 

136.6 

NM 

-114.5 

NM 

12.2 

NM 

-5.5 

NM 

-2.0 

First  of  America  Bank 

461.9 

6 

1857.4 

6 

36.3 

-7 

169.5 

6 

7.9 

8.9 

12.5 

14 

2  8 

Firstar 

303.7 

-4 

1 199.3 

-4 

44.8 

26 

166.0 

24 

14.7 

1 1.2 

15.5 

12 

2.6 

Huntington  Bancshares 

318.4 

5 

1259.0 

3 

38.6 

22 

139.0 

19 

12.1 

10.4 

15.2 

14 

1.8' 

Michigan  National 

254.0 

-6 

1003.9 

-8 

11.9 

-36 

59.8 

19 

4.7 

6,9 

7.5 

16 

3.9 

National  City 

678.4 

-1 1 

2783.7 

-12 

90.1 

122 

346.9 

47 

13.3 

5.3 

14.4 

12 

4.1' 

NBD  Bancorp 

835.6 

-6 

3373.0 

-7 

1 1 1.8 

20 

338.0 

-7 

13.4 

10.5 

14.5 

17 

2.1 

Northern  Trust 

305.7 

-1 

1231.3 

-2 

38.5 

16 

149.5 

17 

12.6 

10.8 

178 

17 

2.6. 

Norwest 

1 169.2 

1 

4628.1 

1 

138.4 

24 

518.4 

23 

1  1.8 

9.6 

18.1 

13 

3.41 

Society 

577  6 

-12 

2405.0 

-12 

86.5 

NM 

301  2 

294 

15  0 

NM 

16.3 

13 

5.0: 

(c)  BANKS  -  SOUTH  «  SOUTHEAST 


GROUP  COMPOSITE 

6699.1 

-13 

27593.0 

-10 

705.0 

NM 

3102.3 

127 

10.5 

NM 

13.9 

13 

3.61 

BanPonce 

216.5 

-9 

864.9 

-7 

23.1 

16 

85.1 

32 

106 

8.3 

12.6 

10 

2.7< 

Bornett  Bonks 

849.3 

-7 

3456  5 

-9 

6.2 

-86 

207.3 

154 

0.7 

4.8 

8.1 

22 

1.9( 

Crestar  Financial 

265  8 

-9 

1082.1 

-11 

27.9 

281 

79.8 

136 

10.5 

2.5 

8.5 

17 

2.3: 

First  Union 

1090.3 

-10 

4354.5 

1 

134.8 

52 

515.2 

62 

12.4 

7.4 

13.3 

12 

3.7; 

NationsBank 

2339.3 

-19 

9940.9 

-14 

234.0 

NM 

1 145.0 

467 

10.0 

NM 

15.4 

12 

4.6( 

Signet  Banking 

257.6 

-27 

1040.8 

-20 

31.8 

NM 

109.2 

NM 

12.4 

NM 

13.6 

12 

3.9: 

SouthTrust 

251.2 

5 

964.8 

3 

31.9 

35 

1 14.2 

27 

12.7 

9.9 

14.4 

11 

2.4< 

SunTrust  Banks 

7572 

-8 

31 10.3 

-7 

105.7 

11 

413.3 

12 

14.0 

1 1.6 

15.6 

14 

3.2( 

Wachovia 

671  8 

-1 1 

2778.3 

-1 1 

109.7 

NM 

433.2 

89 

16.3 

NM 

16.1 

13 

5.o: 

(d)BANKS  -  WEST  &  SOUTHWEST 

CROUP  COMPOSITE 

7379.3 

9 

28829.2 

3 

727.7 

715 

2484.6 

98 

9.9 

1.3 

10.2 

14 

3.7( 

Bancorp  Hawaii 

232.7 

-8 

940.0 

-8 

22.5 

-25 

1 16.8 

4 

9.7 

11.9 

14.5 

12 

4.i; 

BankAmerica 

4083.0 

34 

15262.0 

24 

473.0 

66 

1492.0 

33 

1 1.6 

9.3 

10.6 

12 

4.2/ 

First  Interstate  Bancorp 

976.2 

-16 

4101.8 

-20 

82.1 

NM 

282.3 

NM 

8.4 

NM 

8.5 

16 

3.2: 

U.  S.  Bancorp 

500.1 

-1 

1935.0 

-4 

66.1 

38 

208.1 

9 

13.2 

9.5 

13.7 

12 

2.o; 

Union  Bonk 

337.4 

-14 

1386.4 

-15 

26.1 

52 

102  6 

10 

7.7 

4.4 

9.6 

12 

2.8; 

Wells  Fargo 

1250.0 

-12 

5204.0 

-1 1 

58.0 

NM 

283  0 

NM 

4.6 

NM 

7.4 

21 

44/ 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

33219.8 

1 

134399.8 

1 

-130.7 

NM 

4485.1 

-17 

NM 

0.9 

7.9 

38 

1.4< 

Air  Products  &  Chemicals  (3) 

813.5 

7 

3270.3 

10 

69.0 

7 

281.8 

12 

8.5 

8.4 

13.6 

17 

2.4S 

American  Cyonomid 

1213.6 

7 

5267.5 

6 

71.9 

9 

395.1 

10 

5.9 

5.8 

14.1 

1 1 

4.3; 

Arco  Chemical 

780.0 

4 

3098  0 

9 

48.0 

-29 

197.0 

5 

6.2 

9.1 

1 1.5 

20 

2.o; 

Betz  Laboratories 

172.6 

4 

707.0 

6 

20.1 

8 

82.0 

9 

1  1.6 

1  1.2 

25.8 

21 

2.71 

Cabot  (3) 

396.1 

3 

1568.3 

7 

1 1.9 

-29 

57.5 

35 

3.0 

4.3 

12.9 

14 

2.9: 

Dexter 

224.6 

-5 

951,4 

1 

8.7 

NM 

38.2 

NM 

3.9 

NM 

12.1 

16 

1  5£ 

Dow  Chemical 

4719.0** 

3 

18971  0 

1 

-248.0 

NM 

276.0 

-71 

NM 

NM 

2  9 

57 

0.95 

Du  Pont 

9161.0** 

'  -6 

37799.0 

-2 

-161  0 

NM 

975.0 

-31 

NM 

NM 

5.6 

33 

1.4: 

Engelhard 

546.1** 

-7 

2399.7 

-2 

28.1 

23 

100.1 

14 

5.1 

3.9 

15.5 

27 

1.5C 

Ethyl 

843.0 

28 

2975.0 

16 

83.4 

73 

269.4 

30 

9  9 

7.3 

19.2 

12 

2.27 

Ferro 

261.2 

-2 

1097.8 

4 

16.4 

33 

58.8 

NM 

6.3 

4.6 

23.7 

17 

1.9C 

Freeport-McMoRan 

412.6 

12 

1654.9 

5 

24  8 

93 

187.8 

94 

60 

3.5 

44.7 

16 

1.17 

Fuller  (H.  B.)  (1) 
Georgia  Gulf 
Goocirich  (B.  f.) 
Grace  (W.  R.) 


243,5 
197.2 
614.1 
1568.6 


10 


933.7 
779.5 
2525.8 
5518.2 


9.2 
9.0 
-21,7 
80,0 


5 

-26 
NM 
-12 


35,6 
46.3 
-9.4 
79.4 


29  3.8 

-25  46 

NM  NM 

-67  5.1 


4,0 
6  7 
NM 

6,1 


14,6 
NM 

-1,7 
5,0 


14 
17 
NM 
43 
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CORPORATE  SCOREBC 


COMPANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

)2-31 

219 

SHARE 

Grcot  Lqkgs  CnGmicol 

404  5 

26 

1 4 

60  9 

54 

232  7 

48 

15  1 

1 2  3 

22.3 

23 

3.27 

Hanna  (M.  A.) 

347.4" 

15 

1330.1 

16 

10.5 

NM 

26.2 

NM 

3.0 

0.2 

6.6 

20 

1.37 

Hercules 

696.9 

-2 

2864.9 

-2 

41.8 

23 

167.9 

77 

6.0 

4.8 

9.3 

18 

3.69 

IMC  Fertilizer  Group  (6) 

197.5 

-22 

965.6 

-12 

3.9 

-83 

69.7 

-25 

2.0 

9.3 

1 1,1 

12 

3.16 

lntl>  Flovors  &  Fro^ronces 

254  4 

1 3 

1 1 26  4 

]  ] 

22  0 

-27 

1 76  7 

5 

8  7 

1 3.5 

1 6.9 

23 

4,59 

Lubrizol 

354.7 

-4 

1552.2 

5 

16.7 

-48 

124.6 

1 

4.7 

8.6 

15.2 

16 

1.81 

Lyondell  Petrochemical 

1223.0 

-10 

4805.0 

-16 

18.0 

-14 

26.0 

-88 

1.5 

1.6 

NM 

86 

0.32 

Monsanto 

1865.0 

-1 

7763.0 

-2 

-413.0 

NM 

-126.0 

NM 

NM 

2.7 

-4.2 

NM 

-1.01 

Morton  International  (6) 

545  2 

7 

2 1 43  8 

35  4 

2 

1 47  2 

6  5 

6  8 

1 1  7 

20 

3.00 

Naico  Chemical 

358.2 

7 

1374.5 

1 1 

40.8 

10 

145.0 

8 

1 1.4 

1 1.0 

22.5 

19 

1.90 

Nl.  Industries 

199.5 

2 

893,5 

6 

-10.7 

NM 

-38.0 

NM 

NM 

NM 

NM 

NM 

-0.75 

Olin 

552.3 

-7 

2375.9 

4 

3.4 

-67 

54.3 

NM 

0.6 

1.7 

6.6 

20 

2.17 

Praxair 

637.0 

3 

2604.0 

5 

-12.0 

NM 

84.0 

-22 

NM 

4.7 

NA 

26 

0.64 

Quantum  Chemical 

633.4*- 

-1 

2367.4 

-7 

-28.7 

NM 

-118.4 

NM 

NM 

NM 

NM 

NM 

-3.98 

Rohm  &  Haas 

756.0" 

15 

3063.4 

1 1 

-8.2 

NM 

173.9 

7 

NM 

4.5 

11.1 

23 

2.53 

Schulman  (A.)  (4) 

181.7 

-3 

727.4 

3 

9.0 

-4 

43.4 

3 

4.9 

5.0 

15.2 

19 

1.46 

Union  Carbide 

1 187.0 

3 

4872.0 

0 

19.0 

NM 

1 19.0 

NM 

1.6 

NM 

8.6 

22 

0.76 

Wellman 

202.9 

2 

828.2 

3 

12.6 

-12 

52.3 

12 

6.2 

7.2 

11.0 

13 

1.60 

Witco 

456.5 

17 

1728.9 

6 

-1.9 

NM 

53.9 

-27 

NM 

5  0 

8.3 

20 

2.38 

CONGLOMERATES 

INDUSTRY  COMPOSITE 

47525.7 

3 

178268.6 

3 

1367.3 

8 

6898.8 

35 

2.9 

2.7 

14.0 

19 

2.83 

AIco  Standard  (3) 

1444.5** 

25 

5217.4 

14 

24.8 

25 

109.2 

33 

1.7 

1.7 

12.7 

17 

2,31 

AlliedSignal 

3052.0 

2 

12042.0 

2 

138.0 

20 

535.0 

NM 

4.5 

3.8 

15.3 

17 

3,80 

Coltec  Industries 

340.5 

0 

1368.7 

0 

24.2 

NM 

64.7 

NM 

7.1 

NM 

NM 

15 

1.11 

Dart  Group  (11) 

308.8 

8 

1246.0 

8 

1.7 

283 

9.1 

265 

0.6 

0.2 

3.2 

17 

4.99 

Dial 

839.2 

1 

3388.6 

-3 

-48.9 

NM 

28.0 

158 

NM 

NM 

4.7 

62 

0.64 

Figgie  International 

309.8 

-7 

1 172.8 

-6 

10.3 

-16 

28.3 

-6 

3.3 

3.7 

7.3 

12 

1.61 

Fuqua  Industries 

276.6 

14 

1 148.7 

24 

5.0 

NM 

10.6 

NM 

1.8 

NM 

4  5 

19 

0.64 

General  Cinema  (2) 

911.1** 

14 

3716.9 

4 

19.9 

NM 

114.1 

NM 

2.2 

NM 

12.4 

24 

1.44 

General  Electric 

17800.0** 

1 

62200.0 

3 

1341.0 

0 

4725.0 

5 

7.5 

7.6 

20.7 

15 

5.51 

Household  International 

738.4** 

1 

2749.8 

2 

59.8 

NM 

190.9 

27 

8.1 

NM 

10.2 

16 

3,93 

Itel 

409.9 

-6 

1682,1 

0 

-29.2 

NM 

-59.8 

NM 

NM 

NM 

-26.4 

NM 

-2.26 

ITT 

5700.0 

7 

21645.0 

6 

-617.0 

NM 

-260.0 

NM 

NM 

3.1 

-4.1 

NM 

-2.47 

LTV 

947.2 

2 

3825.9 

3 

6.0 

NM 

-95.1 

NM 

0.6 

NM 

NM 

NM 

-0.90 

National  Intergroup  (9) 

1301.3 

49 

4445.5 

33 

-15.7 

NM 

-5.3 

NM 

NM 

0.4 

-3.0 

NM 

-0.54 

Ogden 

465.7 

14 

1768.8 

13 

15.3 

0 

60.8 

6 

3.3 

3.7 

12.5 

15 

1.41 

Penn  Central 

466.7 

10 

1796.7 

8 

20.3 

NM 

62.1 

-2 

4.4 

NM 

4.4 

19 

1.32 

Premark  International 

823.2 

5 

2946.0 

5 

50.8 

7 

4.6 

-96 

6.2 

6.1 

0.7 

NM 

0.14 

Rockwell  International  (3) 

2488.6 

-3 

10837.9 

-6 

127.8 

4 

487.5 

-16 

5.1 

4.8 

17.7 

13 

2.20 

Teledyne 

715.7 

-13 

2887.6 

-10 

10.4 

-63 

45.9 

NM 

1.5 

3  4 

10.4 

26 

0.83 

Tenneco 

3314.0 

-8 

13139.0 

-2 

47.0 

NM 

233.0 

NM 

1.4 

NM 

7.4 

29 

1.50 

Textron 

2159.1 

7 

8344.2 

7 

90.4 

9 

324.1 

8 

4.2 

4.1 

10,5 

12 

3  66 

TRW 

2095.0 

-1 

831 1.0 

5 

59.0 

NM 

194.0 

NM 

2.8 

NM 

10.7 

18 

3  09 

Whitman 

618.4 

-5 

2388.0 

0 

26.4 

13 

92.1 

15 

4.3 

3.6 

19.1 

17 

0.86 

CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE 

62907.8 

9 

240758.4 

9 

4132.9 

27 

16761.7 

22 

6.6 

5.6 

22.1 

18 

2.09 

APPAREL 

GROUP  COMPOSITE 

5631.6 

10 

21993.7 

13 

302.4 

0 

1114.4 

-1 

5.4 

5.9 

15.6 

20 

1.95 

Brown  Group  (11) 

489.0 

8 

1775.1 

3 

10.8 

54 

-4.3 

NM 

2.2 

1.5 

-1.5 

NM 

-0.25 

Fruit  of  the  Loom 

446.5 

7 

1855.1 

14 

49.0 

55 

188.5 

70 

1 1.0 

7.6 

22.2 

19 

2.48 

Hartmarx  ( 1 ) 

21 1.6 

-34 

1053.9 

-13 

5.6 

NM 

-220.2 

NM 

2.7 

NM 

NM 

NM 

-8.59 

Kellwood  (8) 

281.8 

17 

987.5 

15 

7.4 

28 

26.1 

40 

2.6 

2.4 

9.6 

14 

1.98 

Liz  Claiborne 

546.5 

3 

2194.3 

9 

52.0 

-8 

218.8 

-2 

9.5 

10.7 

22,8 

13 

2.61 

Nike  (7) 

875.8 

18 

3690.3 

15 

76.0 

24 

351.9 

15 

8.7 

8.3 

24.0 

15 

4.58 

Oxford  Industries  (7) 

163.6 

15 

560.0 

1 1 

4.6 

23 

13.9 

44 

2.8 

2.6 

12.5 

13 

1.58 

Phillips-Van  Heusen  (11) 

322.3 

13 

1002.2 

13 

21.9 

25 

36.7 

32 

6.8 

6.1 

16.8 

21 

1.38 

Reebok  International 

660.1 

13 

3022.6 

11 

-67.7 

NM 

1 14.8 

-51 

NM 

8.5 

1 1.9 

27 

1.24 

Russell 

256.9 

0 

899.1 

12 

30.4 

15 

82.2 

45 

1 1.8 

10.3 

14.4 

17 

1.99 

Tultex 

163.5** 

26 

503.9 

44 

1 1.7 

57 

17.2 

122 

7.2 

5.8 

10.6 

15 

0.56 

VF 

1029.0 

21 

3824.4 

30 

74.7 

54 

241.1 

49 

73 

5.7 

22  8 

12 

4.04 

Warnaco  Group 

185.0 

17 

625.1 

11 

25.9 

NM 

47.6 

NM 

14.0 

0.9 

34.1 

12 

2.35 

lAPPLIANCES  &  HOME  FURNISHINGS 

GROUP  COMPOSITE 

7237.6 

13 

27652.1 

11 

197.6 

120 

735.3 

42 

2.7 

1.4 

9.4 

26 

1.08 

Armstrong  World  Industries 

600.1 

3 

2549.8 

5 

-16.0 

NM 

-61.6 

NM 

NM 

NM 

-13.8 

NM 

-2.03 

Best  Buy  (10) 

474.4 

106 

1346.3 

67 

5.2 

125 

14.2 

75 

1.1 

1.0 

8.4 

33 

1.23 

Circuit  City  Stores  (10) 

805.4 

16 

3074.8 

17 

16.6 

89 

93.5 

54 

2.1 

1.3 

18.7 

26 

1.96 

Good  Guys  (3) 

168.7 

11 

520.0 

16 

5.2 

14 

4.4 

-58 

3.1 

3.0 

4.6 

37 

0.36 

Heilig-Meyers  (10) 

171.7** 

33 

622.5 

28 

9.9 

46 

35.2 

46 

5.8 

5,3 

12.0 

22 

1.17 

Interco  (10) 

401.8 

2 

1519.5 

5 

12.0 

NM 

142.0 

NM 

3  0 

NM 

48.9 

3 

3.56 

InterTan  (6) 

196.8 

-6 

696.7 

4 

0.2 

-97 

-56.6 

NM 

0.1 

2.3 

-28.1 

NM 

-6.33 

Kimball  International  (6) 

175.8 

19 

677.5 

23 

4.7 

-42 

33.4 

12 

2.7 

5.5 

10.3 

19 

1.58 

La-Z-Boy  Choir  (8) 

175.9 

6 

640  1 

4 

6.5 

-23 

23.0 

-12 

3.7 

5.1 

9.3 

22 

1.27 
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COMPANY  SAI.es   PROFITS 


MAROINS       RETURN  ON 

COMMON  12 


CHANGE 

1 2 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONT' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNI^> 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

$  MIL 

% 

S  MIL 

% 

$  MIL 

$  MIL 

% 

Leggett  &  Piatt 

297.5 

16 

1 170.5 

8 

16.0 

58 

62.5 

59 

5.4 

3.9 

15.1 

22 

1.6.! 

Masco 

908.0 

13 

3525.0 

12 

43.0 

h'M 

183.1 

308 

4.7 

NM 

9.7 

26 

1.2 

Maytag 

782.4 

8 

3041 .2 

2 

1 1 .2 

-46 

-8.4 

NM 

1.4 

2.9 

-1.4 

NM 

-O.Oi- 

Sunbeam-Oster 

242.9 

10 

967.2 

9 

21 .0 

71 

65.6 

38 

8.6 

5.6 

12.4 

22 

0.7' 

1836  0 

3 

7301  0 

g 

62  0 

33 

205  0 

L  \ 

J. 4 

Z.J 

1  / 

2.9( 

(c)  BEVERAGES 

GROUP  COMPOSITE 

14990.1 

13 

55341.0 

12 

851.1 

20 

4406.4 

17 

5.7 

5.4 

22.7 

25 

1.6r 

Anheuser-Busch 

2727.6 

2 

1 1393.7 

4 

161.6 

2 

994.2 

6 

5.9 

6.0 

21.5 

16 

3.41 

Brown-Forman  (8) 

392.8 

3 

1339.1 

13 

51.2 

-3 

152.3 

5 

13.0 

13.8 

19.6 

14 

5.5 

Coca-Cola 

3244  1 

1 3073  9 

1 3 

OTZ.O 

1  y 

1  O 

1  41.  1 

A  I  .U 

29 

1 .4v 

Coca-Cola  Enterprises 

1279  0 

38 

5127.0 

31 

-31.0 

NM 

-15.0 

NM 

NM 

NM 

-1.0 

NM 

-0.1 1 

Coors  (Adolph) 

339.2 

3 

1550.8 

1 

-3.5 

NM 

35.7 

131 

NM 

NM 

3.2 

16 

0.9; 

PepsiCo 

6798  0 

16 

21970  0 

14 

265  6 

-2 

1301.7 

21 

3.9 

4.6 

20  0 

25 

1.6 

Universal  Foods  (3) 

209  4 

2 

886  5 

r\ 
\j 

3  J./ 

— D 

A  O 

o.y 

"7  1 

1  J./ 

1 6 

2.0- 

(d)PERSONAL  CARE 

GROUP  COMPOSITE 

14004.3 

6 

53466.8 

9 

1053.3 

17 

3452.9 

20 

7.5 

6.8 

24.1 

20 

2.5: 

Alberto-Culver  (3) 

269.5 

9 

1 1 14.1 

20 

8.6 

-8 

37.9 

20 

3.2 

3.8 

13.4 

18 

1  31 

Avon  Products 

1 174.6 

4 

3809.9 

6 

103.3 

12 

175.0 

-17 

8.8 

8.2 

71.7 

23 

2.4: 

Clorox  (6j 

369.5 

5 

1758.3 

5 

27.2 

11 

122.0 

102 

7.4 

7.0 

14.6 

20 

2.2i 

Colgate-Palmolive 

1771.3 

12 

7007.2 

16 

109,9 

26 

477.0 

282 

6.2 

5.5 

20.4 

20 

2  9: 

Ecolab 

262.9 

7 

1004.8 

9 

18.5 

35 

64.3 

15 

7.0 

5.6 

17.8 

19 

2.0i 

Gillette 

1507.9 

12 

5162.8 

10 

135.3 

18 

513.4 

20 

9.0 

8.5 

36.6 

24 

2.31 

266  5 

y  y 

1 1 27  9 

4  2 

0  1  A 
Z  1  .4 

1  .O 

1 

1  .o 

\  £..\J 

0  Oi* 

NCH  (8) 

169.4 

5 

685.5 

2 

9  8 

-9 

38.9 

-8 

5.8 

6.7 

12.8 

15 

4.7C 

Procter  &  Gamble  (6) 

7839.0 

4 

30368.0 

8 

590.0 

13 

1 834.0 

3 

7.5 

7.0 

23.0 

19 

2.5i! 

Stanhome 

208.3 

-1 

744.1 

5 

15.4 

-9 

46.7 

4 

7  A 

8.1 

18.5 

15 

2.31 

Tambrands 

1  Al\  1 
\  OD.o 

_c 
3 

004.  1 

4 

J  1  .  1 

oyy 

33 

1  Q  0 

1  <5.0 

/  6,D 

1  o 

1  y 

3.0^ 

(e)TOBACCO 

GROUP  COMPOSITE 

21044.3 

5 

82304.8 

5 

1728.5 

38 

7052.8 

29 

8.2 

6.3 

26.0 

13 

2.5S 

American  Brands 

2289.6 

3 

8840.3 

6 

233.3 

8 

883.8 

10 

10.2 

9.7 

19.6 

8 

4.29 

Culbro  (1) 

295.3"* 

3 

1148.7 

4 

-0.9 

NM 

1.9 

-41 

NM 

1.0 

1.6 

40 

0.43' 

Dibrell  Brothers  (6) 

289.6 

-3 

1107.9 

5 

9.5 

33 

35.3 

44 

3.3 

2.4 

26.0 

13 

2.64 

Philip  Morris 

12649.0 

7 

50095.0 

4 

1196.0 

56 

4939.0 

26 

9.5 

6.5 

37.3 

12 

5.45 

RJR  Nabisco  Holdings 

4087.0 

3 

15734.0 

5 

171.0 

6 

776.0 

111 

4.2 

4.1 

9.2 

15 

0.55 

Standard  Commercial  (9) 

272.9 

-9 

1200.3 

7 

4.5 

-7 

23.5 

23 

1.7 

1.6 

16.7 

8 

2.78 

Universal  (6) 

888.3" 

2 

3134.3 

8 

35.2 

22 

80.7 

15 

4.0 

3.3 

23.1 

13 

2.45 

UST 

272.7* 

16 

1044.4 

15 

79.9 

21 

312.6 

18 

29.3 

28.1 

66.2 

21 

1.41 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

6297.6 

5 

24904.4 

4 

32.2 

-6 

466.0 

26 

0.5 

0.6 

5.8 

38 

0.66 

(a)CLASS,  METAL,  &  PLASTIC 

GROUP  COMPOSITE 

2358.2 

5 

9630.6 

3 

44.0 

621 

315.0 

74 

1.9 

0.3 

14.1 

18 

1.33 

Ball 

524.8 

9 

2177.8 

8 

11.3 

1 

62.9 

0 

2.2 

2.3 

11.0 

16 

2.21 

Crown  Cork  &  Seal 

902.3 

3 

3780.7 

-1 

29  8 

15 

155.4 

21 

3.3 

3.0 

13.4 

21 

1.79 

Owens-Illinois 

931.1 

6 

3672.1 

4 

2.9 

NM 

96.7 

NM 

0.3 

NM 

18.7 

14 

0.81 

(b)  PAPER 

GROUP  COMPOSITE 

3939.4 

5 

15273.8 

5 

-11.7 

NM 

151.0 

-20 

NM 

0.7 

2.5 

97 

0.26 

Bemis 

301.7 

4 

1 181.3 

3 

16.5 

-8 

57.3 

8 

55 

6.2 

15.9 

23 

1.1 1 

Federal  Paper  Board 

454.6 

11 

1460.8 

2 

14.9 

160 

82.6 

0 

3.3 

1.4 

8.3 

14 

1.82 

Gaylord  Container  (3) 

176,8 

5 

730.7 

3 

-13.7 

NM 

-122  4 

NM 

NM 

NM 

NM 

NM 

-7.35 

Longview  Fibre  (2) 

187.6 

9 

691.0 

7 

9.8 

33 

32.1 

93 

5.2 

4.3 

8.4 

29 

0,62 

Riverwood  International 

305.3 

15 

1138.0 

13 

8.2 

-13 

43.8 

-6 

2.7 

3.5 

8.7 

18 

0  78 

Sonoco  Products 

484.1 

8 

1838.0 

8 

3.1 

-87 

81.3 

-14 

0.6 

5.5 

14.5 

24 

1.87 

Stone  Container 

1330.7 

-2 

5520.7 

3 

-75.8 

NM 

-170.5 

NM 

NM 

NM 

-13.8 

NM 

-2.50 

Temple-Inland 

698.6 

9 

2713.2 

8 

25.2 

6 

146.9 

6 

3.6 

3.7 

9.1 

18 

2.65 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

87805.8 

12 

330653.3 

10 

490.0 

-74 

3375.5 

-61 

0.6 

2.4 

5.0 

42 

0.60 

AutoZone  (4) 

252.5 

17 

1039.0 

20 

17.1 

36 

67.8 

38 

6.8 

5.8 

22,2 

39 

0.93 

Bradlees  (11) 

418  6 

8 

1797.6 

0 

1,4 

NM 

16.0 

NM 

0.3 

NM 

1 1,7 

11 

1.38 

Burlington  Coot  Factory  (6) 

501.8" 

19 

1120.1 

17 

43.7 

27 

40.8 

26 

8.7 

8.1 

14.8 

16 

1.52 

Caldor  (11) 

472.7 

13 

2015.6 

9 

0.1 

NM 

29.3 

NM 

0.0 

NM 

17.3 

15 

2.01 

Carter  Hawley  Hale  Stores  (11) 

509.7** 

-4 

2183.6 

NM 

862.6 

NM 

725.2 

NA 

NM 

NM 

210.3 

0 

25.12 

Charming  Shoppes  (11) 

289.5 

17 

1137.2 

16 

17.4 

47 

74.9 

41 

6.0 

4.8 

18.0 

22 

0.70 

Consolidated  Stores  (11) 

228.7 

23 

874.6 

19 

5.2 

182 

30.6 

201 

2.3 

1.0 

16.5 

29 

0.66 

Costco  Wholesale  (4) 

1704.1 

19 

6895.0 

23 

22.8 

1 1 

115.6 

26 

1.3 

1.4 

14.0 

20 

0.95 

Dayton  Hudson  (11) 

4340.0** 

10 

17275.0 

10 

57.0 

63 

326,0 

-5 

1.3 

0.9 

13.3 

19 

4.22 

Dillard  Department  Stores  (11) 

1208.7" 

22 

4661.9 

14 

44.4 

14 

219.3 

7 

3.7 

3.9 

12.8 

23 

1.95 

Dollar  General  (11) 

223.5 

18 

872.0 

22 

8.3 

93 

31.1 

72 

3.7 

2.3 

18.4 

26 

1.15 

Edison  Brothers  Stores  (11) 

361.7 

10 

1478,0 

8 

13.4 

16 

64.8 

6 

3.7 

3.5 

15.9 

14 

2.99 

?&M  Distributors  (11) 

187.6 

12 

724.0 

10 

2.2 

17 

12.4 

-1 1 

1.2 

1.1 

20.5 

13 

1.53 

Family  Dollar  Stores  (4) 

304.6 

15 

1199.4 

17 

13.8 

19 

57.9 

31 

4.5 

4  4 

20.4 

17 

1.04 

Federated  Department  Stores  (11 

1789.0'* 

5 

6952.2 

-1 

31.6 

NM 

-939.4 

NM 

1,8 

NM 

-47.6 

NA 

NA 

Firtiierhut 

584.4 

17 

1606.1 

12 

35.4 

31 

61.8 

15 

6.1 

5.4 

15.5 

16 

2.38 

Gap.  (11) 

827.2 

18 

2833.7 

21 

62.0 

-12 

228.9 

13 

75 

10.1 

27.9 

20 

1.60 
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COMPANY  SALES   PROflTS  

MAKOINS       RETURN  ON 

COMMON  12 


m 

CHANGE 

12 

CHANGE 

m 

CHANGE 

12 

CHANGE 

^TH 

4TH 

EQUITY 

PRICE 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QLJARTER 

FROM 

MONTHS 

FROM 

QUARTER 

UUAK 1  tK 

1  z  MUNI  Hi 

tAKINllNlji 

1 992 

1 991 

ENDING 

RATIO 

PER 

SMIL 

'  %' 

S  MIL. 

'  %' 

S  MIL 

% 

S  MIL 

12J1 

219 

SHARE 

Srossman's 

184.2 

3 

833.4 

3 

0.7 

NM 

6.2 

45 

0.4 

NM 

3.9 

17 

0.24 

Hechinger  (11) 

464.0 

16 

181  1.3 

16 

6.5 

0 

-30.6 

NM 

1 .4 

1 .6 

-6.5 

NM 

-0.74 

Hills  Department  Stores  (11) 

447.4 

2 

1714.8 

-5 

19.1 

75 

22.2 

NM 

4.3 

2.5 

NM 

1 

1 ,00 

Home  Depot  (11) 

1834.0 

41 

6628.7 

37 

84.4 

44 

333.4 

50 

4.6 

4.5 

15.4 

61 

1 ,01 

Home  Shopping  Network  (4) 

265.8 

-9 

1071.8 

-1 

5.8 

-56 

30.1 

NM 

2.2 

4.5 

16.9 

24 

0,34 

Horn  &  Hordort 

1 67.5 

-8 

586.6 

-6 

4.0 

NM 

-2.2 

NM 

2.4 

NM 

NM 

NM 

-0,06 

lameswoy  (11) 

220.3 

0 

861.5 

-2 

0.2 

-56 

-1.4 

NM 

0.1 

0.2 

-1 .2 

NM 

-0,10 

Kmort  (11) 

8922.0** 

1 1 

37200.0 

9 

122.0 

1 1 

885.0 

13 

1 .4 

1 .4 

13.0 

1  2 

1 .95 

Lands'  End  (11) 

176.2 

7 

724.3 

13 

5.5 

-4 

32  7 

40 

3.1 

3.5 

26.9 

13 

1,78 

Limited  (11) 

1611 .3** 

12 

6572.5 

13 

80.0 

10 

41 1 .9 

1 0 

5,0 

5.1 

20.1 

21 

1,13 

Lowe's  (11) 

991 .2 

25 

3645.7 

24 

18.9 

45 

29.1 

-47 

1 .9 

1 .6 

4.0 

70 

0,40 

Mocy  (R.  H.)  (5) 

1482.6** 

-7 

6330.3 

-7 

-135.9 

NM 

-1231.8 

NM 

NM 

NM 

NM 

NA 

NM 

Mov  Department  Stores  (11) 

2671.0*' 

4 

10907.0 

4 

-190.0 

NM 

550.0 

10 

NM 

3.6 

21.0 

16 

4,30 

Melville 

3487  8 

7 

10432.8 

6 

37,2 

-84 

156.0 

-55 

1.1 

7.2 

8.0 

35 

1 ,34 

Mercantile  Stores  (11) 

647.5** 

1 1 

2632.8 

8 

1 8.4 

-40 

73.1 

-38 

2.8 

5.2 

6.0 

1 7 

1 ,99 

Merry-Go-Round  Enterprises  (11) 

229.8 

17 

832.9 

14 

10.5 

10 

21 .5 

-45 

4.6 

4.9 

9.7 

33 

0,40 

Meyer  (Fred)  (11) 

629.4 

4 

281 1.9 

6 

8.3 

51 

54.9 

35 

1.3 

0.9 

13.1 

14 

2.07 

Neiman  Marcus  Group  (5) 

479.0** 

10 

1853.2 

6 

27.3 

230 

40.9 

462 

5.7 

1 .9 

95.5 

52 

0,32 

Nordstrom  (11) 

737.3 

7 

3330.8 

7 

23.4 

21 

127.5 

-10 

3.2 

2.8 

12.7 

24 

1.56 

Poyless  Coshways  (1) 

649.5 

1 

2495.9 

5 

3.9 

664 

-9.0 

NM 

0.6 

0.1 

NM 

NA 

-2.10 

Penney  (J.  C.)  (11) 

4603.0 

10 

18383.0 

7 

186.0 

60 

439.0 

1 

4.0 

2  8 

10.9 

21 

3,45 

Pep  Boys-Manny,  Moe  &  Jack  (1 1)    298  8 

14 

1 127.0 

16 

14.8 

37 

51.8 

44 

4.9 

4.1 

10.5 

28 

0,87 

Petrie  Stores  (11) 

332.1 

9 

1397.8 

4 

-4.3 

NM 

10.8 

35 

NM 

NM 

1.7 

NM 

0,23 

Price  (4) 

2655.4** 

6 

7642.4 

8 

46.6 

-7 

125.4 

-9 

1.8 

2.0 

14.9 

13 

2.60 

QVC  Network  (11) 

274.3** 

10 

1010.4 

14 

16.4 

135 

46.5 

123 

6.0 

2.8 

1 1.3 

35 

1.17 

Rose's  Stores  (11) 

317.8 

1 

1329.7 

-7 

-9.4 

NM 

-34.7 

NM 

NM 

NM 

-27.2 

NM 

-1,86 

Ross  Stores  (11) 

246.9 

15 

1002.9 

12 

4.9 

50 

31.5 

32 

2.0 

1.5 

17.0 

16 

1 ,24 

Sears,  Roebuck 

15021.4** 

5 

52344.6 

3 

-1909.9 

NM 

-2566  8 

NM 

NM 

3.0 

-19,9 

NM 

-7.02 

Service  Merchandise 

1568.4 

13 

3712.8 

9 

89.6 

1 

84.5 

1  1 

5.7 

6.4 

82.7 

13 

0.83 

ShopKo  Stores  ( 1 0) 

431.5 

9 

1709.2 

8 

17.3 

21 

53.7 

9 

4.0 

3.6 

15.7 

9 

1 .68 

Spiegel 

869.1 

22 

2218.7 

12 

36.1 

178 

39.1 

131 

4.2 

1  8 

8.9 

23 

0,75 

Strawbridge  &  Clothier  (11) 

215.7** 

2 

973.3 

2 

-1.1 

NM 

14.7 

61 

NM 

NM 

6.1 

16 

1 ,49 

rjx  (11) 

839.1 

19 

3063.3 

15 

40.5 

48 

88.7 

24 

4.8 

3.9 

28.3 

23 

1,22 

Toys  'R'  Us  (11) 

1345.8 

14 

6628.2 

14 

36.8 

15 

359.4 

14 

2.7 

2.7 

14.0 

32 

1,21 

U.  S.  Shoe  (11) 

674.6 

-1 

2656.8 

-3 

8.1 

-7 

16.1 

NM 

1.2 

1.3 

3.3 

29 

0,36 

Value  City  Department  Stores  (5) 

212.4 

10 

725.2 

10 

8.5 

9 

31.6 

-17 

4.0 

4.1 

21.2 

19 

1.02 

Venture  Stores  (11) 

391.9** 

13 

1664.8 

12 

6.6 

20 

45.9 

16 

1.7 

1.6 

35.9 

9 

2,66 

Waban  (11) 

8206 

18 

3156.7 

18 

1 1.2 

103 

40.8 

79 

1.4 

0.8 

9.7 

12 

1,24 

Wol-Mart  Stores  (11) 

13683.8 

29 

52000.5 

28 

437.8 

24 

1847.6 

24 

3.2 

3.3 

22.9 

38 

0,80 

Woolworth  (11) 

2501.0** 

3 

9963.0 

1 

65.0 

59 

-13.0 

NM 

2.6 

1.7 

-0,6 

NM 

-0,10 

ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

32824.7 

8 

121305.6 

4 

2007.4 

23 

5973.5 

77 

6.1 

5.4 

11.1 

21 

1.94 

ELECTRICAL  PRODUCTS 

SROUP  COMPOSITE 

7981.8 

-6 

30256.7 

-9 

436.9 

-14 

1668.5 

987 

5.5 

5.9 

11.1 

19 

1.77 

Cooper  Industries 

1636.1** 

5 

6158.5 

0 

96.3 

-20 

361.3 

-8 

5.9 

7.8 

8.8 

18 

2,71 

Emerson  Electric  (3) 

1983.8 

9 

7872.8 

6 

163.2 

7 

673.5 

6 

8  2 

8  4 

18.1 

19 

3.01 

Hubbell 

200.6 

9 

786.1 

4 

23.4 

2 

94.1 

4 

1 1.6 

12.3 

17.2 

18 

2.97 

MogneTek  (6) 

372.0 

31 

1360.1 

16 

8.2 

23 

30.9 

-10 

2.2 

2.4 

15.4 

18 

1.26 

National  Service  Industries  (4) 

434.3 

8 

1666.6 

4 

18.6 

5 

75.1 

196 

4.3 

4.4 

10.9 

17 

1,52 

Ravchem  (6) 

349.5 

6 

1361.7 

7 

3.3 

NM 

-13.3 

NM 

0.9 

NM 

-1.9 

NM 

-0,34 

Reliance  Electric 

399.0 

2 

1553.0 

2 

14.0 

100 

48.0 

41 

3.5 

1.8 

9.3 

29 

0,74 

Thomas  &  BeHs 

260.5 

87 

1051.1 

86 

18.9 

69 

50.9 

5 

7.3 

8.0 

1 1.0 

25 

2,72 

Westinghouse  Electric 

2346.0 

-31 

8447.0 

-34 

91.0 

-47 

348.0 

NM 

3.9 

5.0 

8.0 

14 

0,93 

ELECTRONICS 

GROUP  COMPOSITE 

14230.5 

12 

52273.1 

8 

749.0 

16 

1715.0 

-8 

5.3 

5.1 

8.1 

24 

1.66 

E-Systems 

554.9 

2 

2094.9 

5 

29.3 

-2 

109.0 

0 

5.3 

5.5 

13.3 

11 

3,31 

General  Instrument 

298.1 

28 

1074.7 

16 

7.2 

NM 

-41.4 

NM 

2.4 

NM 

-14.2 

NM 

-0,84 

GM  Hughes  Electronics 

3452.3 

9 

12169.0 

6 

234.8 

-8 

-49.5 

NM 

6.8 

8.1 

-0.7 

NM 

-0,1 1 

Harris  (6) 

768.8 

2 

3058.8 

2 

25.4 

32 

101.6 

13 

3.3 

2.5 

9.3 

14 

2,59 

Litton  Industries  (5) 

1367.3 

0 

5699.0 

7 

42.8 

3 

175.7 

168 

3.1 

3,1 

12.5 

12 

4,24 

Loral  (9) 

941.1 

32 

3155.2 

10 

45.6 

53 

155.7 

39 

4.8 

42 

1 1.6 

1  1 

4.34 

Motorola 

371  1.0 

22 

13303.0 

17 

181.0 

44 

576.0 

27 

4.9 

4,1 

1 1.2 

27 

2,16 

Raytheon 

2395.0 

-1 

9057.9 

-2 

170.0 

8 

635.1 

7 

7.1 

6,5 

17.0 

11 

4,72 

SCI  Systems  (6) 

450.6 

104 

1385.5 

39 

6.4 

NM 

15.2 

NM 

1.4 

NM 

7.7 

30 

0,71 

Varian  Associates  (3) 

291.3 

-4 

1275.1 

-7 

6.6 

-14 

37.6 

-29 

2.3 

2,5 

8.9 

21 

2,02 

INSTRUMENTS 

GROUP  COMPOSITE 

4667.7 

8 

17347.8 

6 

117.7 

-37 

681.0 

11 

2.5 

4.4 

13.1 

16 

1.86 

Ametek 

191.5 

4 

769.6 

8 

10.6 

2 

44.4 

17 

5.5 

5.7 

20.0 

16 

1,01 

Beckman  Instruments 

250.2 

7 

908.8 

6 

12.4 

19 

43.8 

15 

5.0 

4.5 

12.3 

15 

1,53 

Honeywell 

1705.2 

0 

6222.6 

0 

32.1 

-69 

399.9 

21 

1.9 

6.0 

19.7 

12 

2,88 

Imo  Industries 

250.2 

-5 

928.3 

-9 

0.3 

-89 

-55.0 

NM 

0  1 

1.1 

-22.2 

NM 

-3,26 

Johnson  Controls  (3) 

151 1.3 

24 

5452.4 

18 

34.6 

22 

129.2 

31 

2.3 

2.3 

1 1.8 

15 

2,99 

Millipore 

193.2 

-6 

777.0 

2 

6.8 

-58 

39.9 

-27 

3.5 

8.0 

8.8 

20 

1,41 

Perkin-Elmer  (5) 

232.7 

17 

945.6 

9 

12.5 

38 

62.2 

NM 

5.4 

4.5 

20.0 

20 

1,82 

Tektronix  (7) 

333.5 

10 

1343.6 

3 

8.4 

5 

16.7 

-63 

2.5 

2.7 

3.4 

43 

0,57 
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COMPANY  SAIJS   PROFITS  

MARGINS  ifTURNON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4^ 

CHANGE 

12 

ChASC-E 

.s~- 

4TH 

EQUITY 

PfUCE- 

MOKI 

QUA5TcI! 

FROM 

MONTHS 

F50V, 

■  SJASTS 

RiOM 

MONTHS 

rSO.w, 

QUARTBi 

12  MONTHS 

EAiiN»IGS 

EAXta 

1991 

1992 

1991 

■  0^1 

^991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PS 

S  MIL 

SMiL 

SHAI 

(d)SEMICONDUCTORS 

GROUP  COMPOSITE 

5944.6 

22 

21428.1 

13 

703.8 

137 

1908.9 

159 

11.8 

6.1 

15.7 

22 

Advanced  Micro  Devices 

400.2 

9 

1514.5 

23 

69.6 

-35 

245.0 

69 

17.4 

29-2 

22.4 

9 

2J5 

AMP 

845.0 

7 

3337.0 

8 

70.0 

10 

290.0 

12 

8.3 

8-0 

14.9 

20 

27 

Intel 

1856.8 

54 

5844.0 

22 

428.6 

127 

1066.5 

30 

23.1 

15.7 

19.6 

23 

4.9 

LSI  Logic 

1611 

-2 

617.5 

-12 

6.7 

613 

-1 10.2 

NM 

4.2 

0.6 

-55.7 

NM 

-2.4 

Molex  10) 

202,5 

7 

817.6 

1 1 

16.7 

2 

71.3 

13 

8.3 

8.7 

10.4 

25 

1.1 

National  Semiconductor  (7j 

491  9 

19 

1857.6 

12 

35.3 

498 

99.2 

NM 

7.2 

1-4 

1 1.6 

13 

0.8 

Texas  Instruments 

1987,0 

13 

7440.0 

10 

77.0 

NM 

247.0 

NM 

3.9 

N,M 

12.4 

22 

2.5 

10  FOOD  f 

INDUSTRY  COMPOSITE 

80281.5 

5 

309214.3 

3 

2159.9 

12 

7149.3 

-10 

2.7 

2.5 

18.8 

20 

1.5 

(a)FOOD  DISTRIBUTION 

CROUP  COMPOSITE 

10532.5 

7 

42165.7 

5 

133.7 

-2 

513.8 

2 

1.3 

1.4 

12.6 

18 

1.3i 

Fleming 

31  14,0 

1 

12930.9 

0 

29.9 

NM 

1 14.5 

58 

1.0 

N.M 

10.9 

10 

3.2( 

Nosh  Finch 

636.5** 

16 

2520.7 

8 

6.8 

20 

20.1 

5 

1.1 

1.0 

10.8 

11 

1.8i 

Richfood  Holdings  (8) 

235.8 

-3 

1071.6 

5 

3.5 

34 

15.5 

42 

1.5 

1.1 

21.4 

16 

\M 

Rykoff-Sexton  (8) 

393.1 

2 

1532.5 

4 

2.6 

-50 

6.7 

-52 

0.7 

1.3 

3.5 

30 

0.5( 

Smart  &  Final 

191.7 

22 

765.1 

15 

3.2 

29 

14.4 

427 

1.7 

1.6 

13.3 

26 

0-7 

Super  Food  Services  (4) 

282.6** 

-36 

1415.3 

-23 

2.1 

-17 

-5.9 

NM 

0.7 

0.6 

-4.8 

NM 

-0.5- 

Super  Rite  "2 

326.2 

7 

1243.8 

17 

0.6 

-74 

6.7 

105 

0.2 

0.8 

-10.9 

NM 

-0.3- 

Supervalu  '  C 

2960.4 

20 

11343.0 

10 

36.7 

-57 

162.1 

-22 

1.2 

3.4 

14.9 

14 

2-2( 

Sysco  (6) 

2392-3 

10 

9342  9 

10 

48-4 

10 

179.7 

11 

2.0 

2.0 

15.4 

26 

0.9; 

(3  FOOD  PROCESSING 

GROUP  COMPOSITE 

34825.0 

5 

133819.3 

5 

1607.8 

8 

5514.3 

-5 

4.6 

4.5 

20.5 

21 

1.7' 

Borden 

1824  6 

-1 

7142.6 

-1 

28.4 

-34 

-210.6 

NM 

1.6 

2.3 

-1  8.7 

NM 

-1-4; 

^               III   C«..»  /CI 

Campbell  boup  p) 

1 695.5 

10 

641 1 .5 

4 

156.6 

21 

517.9 

22 

9.2 

8.4 

24.7 

1 9 

2-0< 

ConAgra  {7^ 

5564.4 

2 

21503.5 

3 

129.9 

16 

393  8 

1 1 

2.3 

2.0 

16.3 

16 

1.55 

CPC  International 

1 790.5 

16 

6599-0 

7 

1 17.6 

7 

430.6 

7 

6.6 

7.1 

26.0 

16 

2Jl 

Curtice-Burns  Food  [61 

239.8 

-1 

894.2 

-1 

2.2 

-13 

6.1 

176 

0.9 

1.0 

5-7 

22 

0.71 

Dean  Foods  (7) 

572.3 

4 

2322.4 

7 

1 7.2 

8 

61.8 

-15 

3.0 

2.9 

1 3-6 

1 8 

1 .54 

Dole  Food 

763.6 

9 

3375.5 

5 

-22.9 

NM 

65.2 

-51 

NM 

4.2 

6-0 

29 

1.05 

Doskocil 

218.1 

5 

770.7 

-6 

-28  6 

NM 

-26.8 

NM 

NM 

1 .9 

-29-9 

NM 

-4.63 

Flowers  Industries  (6) 

220.0 

7 

912.2 

9 

7-5 

37 

36-4 

52 

3.4 

2-7 

1  3-7 

1  7 

1  -02 

General  Mills  (7) 

2096.9 

5 

7985.3 

7 

138.1 

8 

532.9 

8 

6.6 

6-4 

38.3 

20 

3-24 

Gerber  Products  (9) 

299.2 

-3 

1298.7 

5 

26.5 

83 

139-3 

31 

89 

4.7 

29.0 

17 

1.88 

Heini  (H.  J.)  (8) 

1738.6 

9 

6792.3 

4 

154.2 

26 

559.0 

-16 

8.9 

7.7 

23.6 

20 

2.14 

Hershey  Foods 

969.5 

12 

3219.8 

11 

82.3 

10 

242.6 

11 

8.5 

8.7 

17.1 

19 

2.69 

Hormel  (Geo.  A.)  (2) 

841.7 

1 1 

2813.7 

-1 

42.0 

15 

95.2 

10 

5.0 

4.8 

14.8 

19 

1.24 

Hudson  Foods  (3) 

231.7 

9 

827.5 

5 

4.3 

NV 

6  4 

-18 

1.8 

0.0 

4.6 

32 

0.44 

IBP 

2779.2 

10 

1  1 128.4 

7 

18.4 

54 

63  6 

NM 

0.7 

0.5 

12.3 

14 

1-34 

Imperial  Holly  (9) 

177.5 

-5 

636  4 

-1 1 

4.5 

NM 

-4.9 

NM 

2.5 

NM 

-3.8 

NM 

-0-49 

Interstate  Bakeries  [7) 

271.9 

2 

1162.9 

4 

9.4 

-3 

32.6 

539 

3.5 

3.7 

15.6 

12 

1-54 

International  Multtfoods  (10) 

596  8 

-6 

2238  6 

-1 

15.5 

3 

39.9 

5 

2.6 

2.4 

12.5 

13 

2-06 

Kellogg 

1420  8 

-2 

6190.6 

7 

127.9 

8 

682.8 

13 

9.0 

8.2 

29.2 

21 

2.86 

Lancaster  Colony  (6) 

170.8 

17 

599.9 

16 

12.0 

54 

39,6 

57 

7.0 

5.3 

23.7 

18 

2.31 

McCormick  (1) 

452.2 

5 

1471.4 

3 

35.0 

17 

95.2 

18 

7.7 

7.0 

22.5 

22 

1.16 

Pet  ,61 

486.2 

-2 

1768.6 

-3 

38.7 

6 

106.6 

12 

8.0 

7.4 

18.4 

15 

098 

Pilgrim's  Pride  (3) 

220.5 

13 

842.3 

6 

6.8 

NM 

-18.6 

NM 

3.1 

NM 

-15.7 

NM 

-0.81 

Quaker  Oats  (6) 

1332.7 

-1 

5704.7 

2 

58.5 

31 

281.5 

10 

4.4 

3.3 

39-6 

17 

3  77 

Ralston  Purina  (3) 

2177.5 

7 

7900.7 

6 

136.0 

4 

326.0 

-16 

6-2 

6.4 

101.6 

17 

2-92 

Sara  Lee  16] 

3840.0 

7 

13965.2 

10 

220.0 

16 

669.8 

-6 

5.7 

5.3 

20.3 

21 

1-33 

Smithfield  Foods  (8) 

265.6 

2 

1043.5 

-3 

0.3 

-95 

15.3 

-48 

0-1 

1.9 

1 1.5 

17 

0.97 

Thorn  Apple  Valley  (7) 

182.1 

-4 

715.1 

-1 1 

4.7 

-28 

18.7 

-14 

2.6 

3.4 

22.6 

8 

3.20 

Tyson  Foods  31 

1083.3 

13 

4295.4 

8 

39.4 

24 

168.1 

13 

3.6 

3.3 

13.7 

19 

1.20 

Wrigley  (Wm.)  Jr. 

301.7 

10 

1286.9 

12 

25.4 

10 

148.6 

1 5 

8.4 

8.4 

29.8 

24 

1.27 

(c)FOOD  RETAILING 

GROUP  COMPOSITE 

34924.0 

3 

133229.2 

0 

418.4 

33 

1131.1 

-33 

1.2 

0.9 

15.7 

20 

1.05 

Albertson's  ,11) 

2585  1 

21 

9634  9 

3 

71.5 

20 

251.3 

0 

2.8 

2  8 

19.3 

25 

1-90 

American  Stores  '  ' 

4574.3 

-7 

19417.5 

-9 

42.8 

48 

171.5 

-36 

0.9 

0.6 

10.7 

15 

2-46 

Bruno's  £ 

746.9 

5 

2725.6 

5 

16.6 

-12 

53.1 

-23 

2.2 

2.6 

13.5 

18 

0-66 

Casey's  General  Stores  8) 

177  2* 

13 

643.9 

6 

4.4 

13 

12.6 

14 

2.5 

2.5 

12.1 

15 

1-13 

Delchamps  [6) 

250.2 

7 

9874 

6 

3.5 

NM 

11.7 

13 

1.4 

0.1 

9-9 

16 

1-64 

Eagle  Food  Centers  (11) 

268.4 

-1 

1079.8 

-4 

2.0 

2 

8.4 

NM 

0.8 

0.7 

12-0 

9 

0-75 

Food  Lion 

2268.1 

12 

7195  9 

12 

27.3 

-55 

178.0 

-13 

1.2 

3.0 

18-6 

19 

0-37 

Foodarama  Supermarkets  (2) 

169.4 

-4 

695.2 

0 

-0.5 

N,M 

0.7 

NM 

NM 

NV 

2-2 

23 

0-64 

Giant  Food  :'C1 

778.5 

1 

3511.8 

3 

13.8 

-3 

69.5 

-32 

1.8 

1.8 

10-9 

18 

1-17 

Great  Atlantic  &  Pacific  Tea  (10) 

2375.8 

-9 

10863.8 

-7 

0.4 

-89 

-42.3 

NM 

0.0 

0.2 

-3.9 

NM 

-1.11 

Hannoford  Brothers 

540.3** 

7 

2066  0 

3 

13.3 

25 

48.9 

14 

2.5 

2.1 

14-7 

18 

1.21 

Ingles  Markets  (3) 

274.6 

7 

1083.4 

4 

2-5 

69 

6.5 

-34 

0.9 

0.6 

4-6 

18 

0.37 

Kroger 

5700  8 

11 

22144.6 

4 

68.8 

67 

101.2 

0 

1-2 

0.8 

NM 

15 

1.1 1 

Marsh  Supermarkets  (9) 

275.8*** 

3 

1 151.1 

2 

1.9 

293 

10.7 

12 

0.7 

0.2 

11-3 

10 

1.37 

Fenn  Traffic  (1  1) 

701. e** 

3 

2790.1 

1 

-0.2 

NM 

1.2 

NM 

NM 

NM 

8-1 

NM 

0-14 

Riser  Foods  (6) 

263  c 

14 

1039.9 

4 

-1.0 

NM 

4.5 

-51 

NM 

0.9 

8-7 

12 

0-54 

Ruddick  (3) 

422.4 

9 

1602.8 

7 

8.0 

4 

31-1 

8 

1-9 

2.0 

12.2 

16 

1  32 
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:OMPANY  SALES   PROFITS 


MAROINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

ilH 

EQUITY 

PRICE- 

MONTHS' 

1  A  DTCD 

UUAKl  CK 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1 2  MONTHS 

tAKNINQjb 

C  A  DklLAI/~  C 

tAKNINu5 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

% 

SMIL 

SMIL 

% 

% 

12J1 

219 

SHARE 

loicwoy 

4849  8 

15151  9 

Q 

98  4 

25 

0  5 

37  9 

1 5 

0  83 

imith's  Food  &  Drug  Centers 

686.9 

16 

2649  9 

20 

13.1 

13 

53.7 

19 

19 

2.0 

10.6 

18 

1.79 

itop  &  Shop  (11) 

759.5 

4 

3863.1 

0 

10.3 

61 

70.8 

31 

1.4 

0.9 

52.1 

14 

1.41 

lupermarkets  Gen'l  Holding  (11) 

1 155.4 

-19 

4793.9 

-19 

-10.2 

NM 

-406.9 

NM 

NM 

NM 

NM 

NA 

NA 

'illage  Super  Market  (5) 

165.6 

4 

721.3 

4 

0.2 

20 

0.5 

-71 

0.1 

0,1 

1.0 

39 

0  18 

'on$ 

1359.6 

10 

5595  5 

5 

27.6 

53 

82.1 

24 

2.0 

1.5 

16.6 

12 

1.89 

Veis  Markets 

328.2 

-2 

1289.2 

0 

17.1 

-24 

71.7 

-1 1 

5.2 

6.8 

10.7 

16 

1.63 

Vinn-Dixie  Stores  (6) 

3244.7 

3 

10481.0 

3 

63.0 

17 

232.4 

31 

1.9 

1.7 

23.6 

25 

3.03 

:UEL 


NOUSTRY  COMPOSITE 

110136.3 

0 

422230.8 

0 

4616.0 

100 

13188.5 

-11 

4.2 

2.1 

9.2 

22 

2.14 

;OAL 

)ROUP  COMPOSITE 

1129.8 

15 

4134.3 

12 

40.0 

NM 

108.9 

260 

3.5 

NM 

11.1 

13 

1.70 

ishland  Coal 

163.6 

46 

579,7 

31 

12,4 

8 

35,7 

-7 

7.6 

10.3 

12.6 

13 

2.01 

Jacco  Industries 

422.3 

8 

1481,5 

8 

12,0 

18 

24,1 

18 

2.8 

2.6 

6.8 

19 

2  71 

'ittston 

543.9" 

14 

2073,0 

10 

15,6 

NM 

49,1 

NM 

2.9 

NM 

14.4 

1 1 

1.32 

MIL  &  GAS 

iROUP  COMPOSITE 

103385.7 

0 

396494.8 

0 

4556.0 

126 

12398.1 

-8 

4.4 

2.0 

9.3 

21 

2.32 

Imerada  Hess 

1618.9** 

0 

5970,4 

-7 

17.9 

NM 

7,5 

-91 

1.1 

NM 

0.2 

NM 

0.09 

Imoco 

7243.0*** 

1 

28223,0 

0 

548.0 

258 

850,0 

-28 

7  6 

2.1 

6.3 

33 

1 .71 

0 

TOaIU,  \ 

c 
J 

O  A  "7 

/ 

oO,o 

NM 

1  n 
1  .U 

1  .u 

—A  O 

NM 

itiantic  Richfield 

5014.0* 

4 

18668,0 

3 

372.0 

39 

1  193,0 

68 

7.4 

5.5 

16.7 

16 

7.39 

iurlington  Resources 

337,2 

12 

1 141,4 

10 

96.3 

256 

189,7 

89 

28.6 

9.0 

7.9 

31 

1.44 

Jostle  Energy  (3) 

163,5** 

NM 

498,8 

342 

4.0 

NM 

-16,4 

NM 

2.5 

NM 

NM 

NM 

-1.28 

!hevron 

1  1400,0*** 

1 0 

5 

1 088,0 

NM 

22 1 0,0 

71 

9.5 

0.4 

1 5.2 

1 2 

6.52 

'oostal 

2534,2 

-2 

10062.9 

5 

-154,6 

NM 

-126,8 

NM 

NM 

0.7 

-6,1 

NM 

-1 .23 

•iamond  Shamrock 

666,6 

5 

2602.6 

1 

-3,8 

NM 

26,4 

-29 

NM 

NM 

5,8 

21 

0.92 

xxon 

i. 

A 
\J 

\  4UU.U 

AO  \  U.VJ 

—  1  A 

4.  1 

1  J./ 

T  QO 
J. OA 

ina 

901.6 

5 

3397,5 

2 

1 1,3 

-48 

24,1 

-43 

1.3 

2.5 

2,2 

41 

1  55 

lerr-McGee 

865.1 

-1 

3381,5 

3 

-100,1 

NM 

-26,0 

NM 

NM 

4.0 

-1,7 

NM 

-0.53 

ouisiana  Land  &  Exploration 

203.7** 

-8 

787,4 

-5 

11,8 

100 

-1,1 

NM 

5.8 

2.7 

-0,3 

NM 

-0.04 

4apco 

739.1* 

1 

2786,8 

0 

12,0 

-61 

100,7 

-20 

1.6 

4.2 

21,5 

15 

3.37 

^axus  Energy 

198.0 

-4 

718,4 

-9 

125,3 

NM 

74,2 

NM 

63.3 

NM 

102,2 

31 

0,27 

Mitchell  Energy  &  Oevel.  ( 1 1 )  t 

250,7 

13 

908,1 

5 

16,3 

16 

30,6 

-37 

6.5 

6.3 

4,8 

28 

0.65 

Aobil 

1 5392.0** 

1 

57217.0 

1 

5 1 4,0 

29 

1 309,0 

-32 

3.3 

2.6 

7,5 

2 1 

3. 1 3 

Aurphy  Oil 

454.0** 

10 

1684,9 

0 

21,7 

-17 

62,8 

NM 

4.8 

6.3 

5,2 

26 

1  40 

>ccidental  Petroleum 

2315.0 

-6 

8494.0 

-1 1 

14,0 

100 

126,0 

-66 

0.6 

0.3 

2,8 

48 

0,41 

>ryx  Energy 

295,0** 

-20 

1392,0 

-13 

25,0 

NM 

73,0 

284 

8.5 

NM 

7,5 

27 

0,74 

'ennzcil 

620,3** 

8 

2356,7 

2 

15,8 

891 

17,4 

-57 

2.5 

0.3 

1,4 

NM 

0,43 

'hiilips  Petroleum 

3081,0 

-4 

1 1933,0 

-5 

144,0 

NM 

270,0 

176 

4.7 

NM 

10,0 

26 

1  04 

)uaker  State 

174,0 

I 

724,4 

3 

1,7 

-38 

9,4 

-38 

1.0 

1.6 

3,2 

33 

0,35 

un 

2667.0-** 

-7 

10682.0 

-8 

33,0 

NM 

-317,0 

NM 

1.2 

NM 

-16,6 

NM 

-2,98 

exaco 

9702.0** 

-1 

37663,0 

-2 

313,0 

-3 

1012,0 

-22 

3.2 

3.3 

10,5 

18 

3  53 

osco 

600.7 

24 

2155,0 

9 

-18,9 

NM 

14.3 

-81 

NM 

6.9 

1,1 

NM 

0,14 

Mtramar 

654.3 

-3 

2595,5 

-6 

15,3 

188 

43,1 

-16 

2.3 

0.8 

8.3 

18 

1,15 

Inion  Texas  Petroleum  Holdings 

187.0** 

-7 

714,0 

-34 

17,0 

-37 

110,0 

-61 

9.1 

13.4 

20.3 

26 

0,86 

Inocal 

2223.0** 

-12 

9069,0 

-8 

103,0 

NM 

196,0 

169 

4.6 

NM 

7.0 

35 

0,75 

ISX-Marathon  Group 

3238,0* 

-9 

12782,0 

-9 

-120,0 

NM 

109,0 

NM 

NM 

NM 

3,2 

49 

0,37 

'alero  Energy  t 

303,7 

55 

1234,6 

22 

8,2 

-64 

83,9 

-15 

2.7 

1 1.7 

10,1 

1 1 

1,94 

ETROLEUM  SERVICES 

;R0UP  COMPOSITE 

5620.8 

0 

21601.7 

-2 

20.0 

-94 

681.5 

-44 

0.4 

6.1 

6.8 

38 

0.91 

<aker  Hughes  (3) 

684,1 

14 

2620,1 

-5 

4,2 

-83 

-15,3 

NM 

0.6 

4.1 

-1,4 

NM 

-0,17 

>aroid 

170,0 

2 

614,5 

0 

5.6 

152 

17,7 

-1 

3.3 

1.3 

7.0 

28 

0  24 

iBI  Industries 

432,4** 

3 

1672  8 

4 

17,6 

-3 

71,1 

16 

4.1 

4.3 

1 1,2 

16 

1,79 

•resser  Industries  (2) 

1010,1 

-6 

3797,0 

-4 

16,7 

-67 

69,9 

-47 

1.7 

4.8 

7.4 

36 

0,52 

lalliburton 

1692,2** 

-5 

6565,9 

-6 

-178.2 

NM 

-123,5 

NM 

NM 

NM 

-5.8 

NM 

-1,15 

'chlumberger 

1631,9 

1 

6331,5 

3 

154,1 

-50 

661.6 

-19 

9.4 

19.0 

15,6 

21 

2,75 

lEALTH  CARE 


NDUSTRY  COMPOSITE 

50591.7 

11 

194839.5 

10 

4004.8 

22 

16939.5 

8 

7.9 

7.2 

23.4 

17 

2.08 

>RUC  DISTRIBUTION 

iROUP  COMPOSITE 

12907.6 

16 

49589.1 

16 

115.3 

3 

383.7 

-38 

0.9 

1.0 

6.7 

31 

0.86 

lergen  Brunswig  (4) 

1600,3*" 

39 

5499,3 

24 

11.9 

80 

58,3 

16 

0  7 

0.6 

14,4 

13 

1,57 

lardinal  Distribution  (9) 

511,6 

13 

1950,8 

30 

8.0 

22 

31,6 

40 

1,6 

1,4 

13,0 

16 

1,67 

>rug  Emporium  (10) 

183,3 

3 

760,2 

5 

-2.2 

NM 

-7,1 

NM 

NM 

0,4 

-14,5 

NM 

-0,54 

ckerd  (Jack)  (11) 

861,4 

5 

3656,8 

4 

-21.9 

NM 

-2,9 

NM 

NM 

NM 

NM 

NA 

NA 

ay's(ll) 

216,1 

2 

883,6 

12 

15 

43 

10,5 

14 

0,7 

0,5 

1 1,9 

13 

0,53 

oxMeyer  (9) 

121 1,8 

54 

4095.1 

36 

-17.7 

NM 

5.2 

-78 

NM 

0,9 

1,1 

73 

0,16 

look-SuperRx  (4) 

544,1 

9 

2177,7 

7 

-1,7 

NM 

16.5 

211 

NM 

NM 

10,6 

12 

0,79 

ongs  Drug  Stores  (11) 

593,7 

4 

2457,3 

2 

9,3 

-19 

52.1 

-9 

1,6 

2,0 

1  1,8 

14 

2,53 

AcKesson  (9) 

3011,4** 

10 

1 1493,3 

18 

27  8 

64 

55.7 

-39 

0,9 

0.6 

10,6 

36 

1,20 

Aedco  Containment  Services  (6) 

597,6 

36 

2130.7 

36 

32  0 

17 

1 13,9 

34 

5.4 

6.2 

14,5 

42 

0,74 

'erry  Drug  Stores  (2) 

166,9 

1 

674.4 

5 

2,1 

14 

8,3 

37 

1,3 

1,1 

12,0 

1 1 

0,75 
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COMPANY  SAI.E$   PROFITS 


MARGINS 

cm  i&Kj  om 

COMMON 

,. 

4TH 

CHANGE 

12 

CHANGE 

m  CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MON 

/^l  1  A  DTCC 
UUAKItK 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNI 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

pe' 

Sm,. 

°- 

SMIL 

% 

SMIL 

SMIL 

% 

% 

12-31 

219 

SHA 

Revco  D.  S.  (7) 

485.3 

5 

2141.7 

10 

-0.5 

NM 

-315.1 

NM 

NM 

NM 

-95.8 

NM 

-6.1 

Rite  Aid  (101 

1009.4 

9 

3987.4 

9 

26.4 

4 

131.3  . 

11 

2  6 

2  7 

13.1 

13 

l.i 

Walgreen  (4] 

1914.6 

12 

7680.9 

1 1 

40.3 

1 4 

225.4 

14 

2.1 

2.1 

18.0 

20 

l.£ 

(b)DRUCS  *  RESEARCH 

GROUP  COMPOSITI 

17511.6 

7 

66887.0 

9 

3453.3 

13 

10873.7 

6 

14.0 

13.3 

39.8 

16 

3.1 

Allergan 

237.9 

5 

897.7 

7 

33.0 

28 

105.8 

NM 

13.9 

11.3 

21.2 

14 

l.d 

American  Home  Products 

2002.5 

10 

7873  7 

1  1 

361 .6 

-3 

1 150  7 

-16 

18.1 

20.5 

32.6 

16 

3.< 

Amgen 

A/ 

1  OkO 
1  Uto.U 

ou 

133.8 

123 

357.6 

265 

43  4 

28.5 

38.3 

1 9 

2.i 

Bristol-Myers  Squibb 

2823.8 

1 

1 1  155.8 

6 

-43.1 

NM 

1537.9 

-23 

NM 

17.6 

24.9 

1 8 

2.5 

Lilly  (Eli) 

1655.4 

5 

6167.3 

8 

3112 

Q 

827  6 

-37 

18,8 

19.8 

16.5 

17 

2.{ 

Marion  Merrell  Dow 

797.0 

3 

3320.0 

16 

145.0 

12 

685  0 

17 

18,2 

16.7 

36.0 

9 

2.i 

Merck 

2601.1 

12 

9662.5 

12 

609.1 

15 

2446.6 

15 

23,4 

22  9 

44.7 

17 

2.1 

1 947  1 

c 
J 

/  ZOU.^ 

278.8 

NM 

1  Ut  J.O 

0  1 

1 4  3 

0.0 

20.0 

1 7 

3.i 

■  j  

Rnone-Poulenc  Rorer 

1 1 77.8** 

6 

4095.9 

7 

169  5 

36 

423  3 

30 

1 4,4 

1 1 .2 

33.8 

14 

IS 

Schering-Plough 

994.4 

15 

4055.7 

12 

167.7 

13 

720.0 

12 

1  6,9 

1 7.2 

47.2 

15 

3.< 

Syntex  (5) 

492.2 

-2 

2068.8 

11 

-5.2 

NM 

334.8 

-22 

NM 

26.4 

28.8 

12 

1.i 

Upjohn 

999.8 

9 

3668.9 

7 

154.2 

13 

547.2 

2 

1 5,4 

1 4  8 

26.6 

9 

3.C 

Warner-Lambert 

1474.4 

10 

5597.6 

1 1 

1 37.6 

NM 

643  6 

357 

9.3 

NM 

43.2 

13 

4.7 

(c)  HEALTH  CARE  SERVICES 

CROUP  COMPOSITE 

94«1.7 

8 

37336.3 

4 

360.3 

183 

1390.7 

13 

3.8 

1.5 

11.7 

31 

0.8 

American  Medical  Holdings  (4) 

541.9 

1 

2241.2 

-9 

10.6 

440 

1 18.2 

NM 

1.9 

0.4 

17.5 

7 

1.5 

Beverly  Enterprises 

689.0 

13 

2596.7 

13 

-28.2 

NM 

4  2 

-86 

NM 

1.1 

0.8 

NM 

0.( 

Caremarlc  International 

385.7 

2 1 

1 46 1 .2 

22 

-15.2 

N.M 

27.3 

-60 

NM 

5.5 

NA 

36 

0.^ 

Charter  Medical  (3) 

321 .5 

3 

1 283.0 

5 

-7  2 

NM 

38.8 

NM 

NM 

NM 

202.2 

NA 

Continental  Medical  Systems  (6) 

21 1 .9 

36 

777.8 

70 

9.5 

42 

30,9 

52 

4  5 

4.3 

12.1 

16 

o.a 

FHP  International  (6) 

464.5 

24 

1755.5 

23 

6.2 

49 

35.5 

6 

1,3 

1.1 

10.7 

20 

1.0 

rounaaTion  rteaiTn  (o) 

334.1 

4 

1 285.2 

1 5 

9.6 

-23 

49,5 

27 

2,9 

3.9 

1 9.6 

1 3 

1 X 

HCA~Hospital  Corp*  of  AniGricQ 

1 238.0 

0 

5125.7 

3 

134.0 

NM 

28.2 

NM 

10,8 

NM 

2.1 

NM 

0.1 

Healthtrust  (4) 

591.8 

6 

2299.0 

9 

33.3 

51 

104,5 

333 

5,6 

4.0 

17.8 

10 

1.2 

Hillhaven  (7) 

313.5 

-8 

1  199.2 

-7 

1 1.1 

NM 

28,2 

NM 

3.5 

NM 

15.9 

13 

0.2 

rlumona  (4J 

974.0 

~5 

3995.0 

~35 

58.0 

-22 

1 86.0 

-48 

6.0 

7.2 

9-3 

1 6 

1 .1 

Lifetime 

227.3 

14 

885.6 

14 

3.9 

-8 

5.2 

-67 

1.7 

2,1 

4.0 

27 

0.5 

Manor  Care  (7) 

253.7 

12 

964.0 

1 1 

17.3 

41 

77.1 

107 

6.8 

5.4 

22.8 

16 

1.3 

Medical  Care  America 

173.5 

20 

641.1 

23 

9.7 

-50 

41.1 

-20 

5.6 

13.3 

8.2 

18 

1.1 

National  Health  Laboratories 

]  7 

72 1 .4 

1  y 

-50.6 

NM 

4U.O 

O  1 

NM 

1 7.4 

1  j.U 

J  J 

U.4 

National  Medical  Enterprises  (7| 

933.3 

-6 

3844.6 

-3 

52.4 

-26 

93  3 

-68 

5,6 

7.1 

5.4 

18 

0.5 

PacifiCare  Health  Systems  (3) 

489.4 

34 

1828.9 

37 

10.7 

61 

All 

60 

2.2 

1.8 

17.6 

16 

1.8 

U.  S.  Healthcare 

573  3-* 

25 

2189.2 

28 

59.7 

38 

200.0 

32 

1 0.4 

9.4 

43.9 

23 

1.8 

United  HealthCare 

388.4 

49 

1441.8 

70 

32.2 

51 

1  14.2 

53 

8.3 

8.2 

18.8 

28 

1.6 

Universal  Health  Services 

176.6 

1 

700.2 

2 

3. 1 

33 

20.0 

-1 

1.7 

1.3 

9.9 

10 

1.4 

(d)MEDICAL  PRODUCTS 

CROUP  COMPOSITE 

10710.8 

13 

41137.0 

13 

1076.1 

33 

4391.3 

16 

10.0 

9.3 

33.5 

17 

3.« 

Abbott  Laboratories 

2096.5 

1 1 

7851.9 

14 

349.0 

1 1 

1239,1 

14 

16.6 

16.7 

37.1 

17 

1.4 

Amsco  International 

163.9 

22 

498  2 

23 

15.3 

13 

36.2 

27 

9,3 

10.0 

17.2 

16 

1.1 

Bard  (C.  R.) 

255.5 

1 3 

990.2 

1 3 

21.1 

40 

75.0 

3 1 

8,3 

6.7 

1 9. 1 

1 9 

1 .4 

Bausch  &  Lomb 

428  4 

1 1 

1709.1 

12 

51.7 

NM 

1 71 .4 

99 

12,1 

NM 

1 9.3 

1 8 

2.8 

Baxter  International 

2303.0 

10 

8471.0 

9 

175.0 

8 

561.0 

1 1 

76 

7.7 

12.8 

14 

1.9 

Becton/  Dickinson  (3) 

DOU.D 

1  0 

1  z 

1  1 

25.7 

18 

1 2 

4  6 

4.3 

1  T  0 
1  O.Z 

1  4 

5  2 

j     Imcera  Group  (6) 

441.2 

5 

1759.4 

6 

28.5 

10 

132  1 

15 

6  5 

6.2 

10.9 

16 

1.7 

!     Johnson  &  Johnson 

3503.0 

11 

13753.0 

1 1 

307.0 

12 

1625.0 

1 1 

8  8 

8.7 

27.2 

17 

2.4 

Medtronic  (8) 

331.8 

19 

1294.9 

20 

60.2 

56 

192,6 

29 

18,1 

13.8 

21.9 

24 

3.2 

Owens  &  Minor 

305.1 

1 1 

1 177.3 

15 

4.8 

63 

15,4 

60 

1,6 

1.1 

13.2 

21 

1.1 

U.  S.  Surgical 

322.0 

33 

1 197.2 

42 

37  9 

32 

138.9 

52 

1 1  8 

1 1,8 

23.5 

27 

2.3 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

783S.4 

7 

30380.7 

5 

130.9 

NM 

707.3 

NM 

1.5 

NM 

13.6 

30 

1.1 

(olBUILDINC  MATERIALS 

CROUP  COMPOSITE 

4807.6 

4 

19687.4 

5 

80.0 

NM 

554.9 

NM 

1.7 

NM 

14.9 

31 

U 

Lafarge 

380.5 

0 

151 1.2 

-4 

-17.7 

NM 

-37,1 

NM 

NM 

NM 

-4.7 

NM 

-0.6 

Owens-Corning  Fiberglas 

734.0 

7 

2878.0 

3 

12.0 

NM 

72,0 

NM 

16 

NM 

NM 

26 

1.6 

PPG  Industries 

1413.3 

-1 

5813.9 

3 

67.9 

116 

319,4 

59 

4,8 

2.2 

11.8 

22 

3.0 

Sherwin-Williams 

607.9 

10 

2747.8 

8 

23,4 

4 

144.6 

13 

3  9 

4.1 

14.9 

19 

1.6 

Tecumseh  Products 

273.1 

-2 

1258.5 

5 

7.1 

-34 

52,3 

23 

2  6 

3.9 

6.9 

13 

4.7 

USG 

436.0 

5 

1777.0 

4 

-60.0 

NM 

-191.0 

NM 

NM 

NM 

NM 

NM 

-3.4 

Valspar  (2) 

184.6 

8 

683.5 

8 

10.3 

6 

34,4 

24 

5,6 

5.7 

20,3 

21 

1.5 

Vulcan  Materials 

270  9 

6 

1078.0 

7 

20.4 

NM 

91,0 

73 

75 

NM 

13,0 

23 

2.4 

York  International 

507.2 

10 

1939.4 

17 

16.6 

155 

69.3 

433 

3,3 

1.4 

15,2 

18 

1.9 

j  (b)CONSTRUCTION  A  REAL  ESTATE 

CROUP  COMPOSITE 

3037.8 

13 

10593.3 

6 

40.9 

-33 

153.4 

33 

1.4 

3.3 

8.1 

34 

0.8: 

Centex  (9) 

648.7** 

19 

2374.2 

10 

17.6 

74 

55.1 

87 

2,7 

1.9 

9.8 

17 

1.7. 

Kaufman  &  Broad  Home  (1) 

384.6 

21 

1094.2 

-10 

14.9 

13 

28.2 

6 

3,9 

4.2 

8.9 

23 

0.7 

Perini 

297.1 

4 

1070.9 

8 

-22.2 

NM 

-17.0 

NM 

NM 

0.4 

-13.3 

NM 

-4.6 

PHM 

439.5" 

24 

1369.9 

13 

23  8 

14 

72.2 

70 

5.4 

5.9 

15.8 

10 

2.6^ 

Footnotes  on  page  103 

1 10  BUSINESS  WEEK/MARCH  15,  1993 

CORPORATE  SCOREBC 

COMPANY  SALES   PROFITS 


MARGINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

m 

CHANGE 

12 

CHANGE 

iW 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

$MIL. 

% 

$Mll 

SMIL 

% 

SMIL 

% 

% 

% 

12.31 

219 

SHARE 

Rouse 

168,6** 

7 

597.1 

4 

-10 

NM 

-15.8 

NM 

NM 

9.4 

NM 

NM 

-0  34 

Ryland  Group 

395.8 

15 

1442.3 

19 

6.9 

309 

27.5 

191 

1.8 

0.5 

8.3 

12 

1,66 

Turner 

693.6" 

0 

2644.8 

-1 

0.8 

NM 

2.2 

-80 

0.1 

NM 

0.1 

58 

0,15 

1  LEISURE  TIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

23532.0 

8 

84213.0 

8 

1317.0 

149 

4911.5 

39 

5.6 

2.4 

14.1 

21 

1.64 

IIATIKG  PLACES 

SROUP  COMPOSITE 

4156.0 

7 

16065.1 

7 

196.5 

-17 

1052.5 

11 

4.7 

6.1 

16.3 

22 

1.41 

Bob  Evans  Farms  (8) 

163.7 

15 

606.0 

16 

1 1.0 

7 

41.7 

15 

6.7 

7  2 

14.3 

17 

0,99 

Foodmaker  (3) 

403.3" 

10 

1255.8 

6 

10.9 

351 

30.4 

NM 

2.7 

0.7 

12.3 

12 

0.78 

McDonald's 

1828.4 

6 

7133  3 

7 

227.9 

14 

958.6 

12 

12.5 

1 1  6 

17.7 

19 

2.60 

Morrison  Restaurants  (7) 

281.6" 

8 

1067.1 

7 

10.4 

17 

35.4 

23 

3.7 

3.4 

16  4 

19 

1.41 

Shoney's  (2) 

251.0** 

7 

1062.3 

7 

-64.8 

NM 

-26.6 

NM 

NM 

4.0 

NM 

NM 

-0.65 

TW  Holdings 

925.9 

4 

3720.3 

3 

-13.5 

NM 

-51.8 

NM 

NM 

NM 

NM 

NM 

-0.47 

Wendy's  International 

302.1 

13 

1220  3 

16 

14.7 

35 

64.7 

25 

4.9 

4.1 

12.5 

20 

0.64 

lENTERTAINMENT 

GROUP  COMPOSITE 

4161.8 

18 

13918.3 

17 

454.1 

27 

1378.0 

40 

10.9 

10.1 

13.5 

25 

1.57 

Blockbuster  Entertainment 

398.2 

58 

1200.5 

38 

45.1 

55 

142.0 

52 

1 1.3 

1  1.5 

20.6 

23 

0.77 

Disney  (Walt)  (3) 

2391.4 

25 

7979.1 

20 

260.3 

25 

868.9 

29 

10.9 

10.9 

17.0 

28 

1.62 

King  World  Productions  (4) 

169.7 

-15 

473.8 

-5 

38.5 

5 

96  8 

3 

22.7 

18.4 

25.1 

13 

2.48 

Paramount  Communications  (2) 

1202,5 

3 

4264.9 

9 

1 10.2 

32 

270.2 

121 

9.2 

7.1 

6.7 

21 

2.27 

1  HOTEL  «  MOTEL 

OROUP  COMPOSITE 

4135.6 

4 

14128.6 

5 

83.8 

7 

425.7 

44 

2.0 

2.0 

12.6 

25 

1.31 

Belly  Mfg. 

299,6" 

5 

1297.0 

3 

-16.1 

NM 

0.6 

NM 

NM 

NM 

-0.6 

NM 

-0.05 

Caesars  World  (5j 

232,6 

1 

Vz/  .U 

2 

15.0 

—35 

64.8 

1  1 

6.4 

9.8 

1 6.2 

1 6 

2.69 

Circus  Circus  Enterprises  (11) 

223,9 

z 
O 

0  jy  .o 

o 

JO.Z 

O  A 

O  1 
z  1 

1  o.z 

13.9 

27.1 

O  1 

z  1 

2.11 

Hilton  Hotels 

336,0** 

19 

1230.1 

1 1 

26.5 

-10 

103.9 

23 

7.9 

10.4 

10.5 

20 

2.17 

Marriott 

2785,0 

2 

3722.0 

5 

19.0 

-30 

85.0 

4 

0,7 

1.0 

12.0 

36 

0.64 

Promus 

258.5 

J 

1113.1 

8 

3.3 

NM 

51.4 

71 

1 ,3 

NM 

1 2.0 

34 

1 .53 

)OTMER  LEISURE 

GROUP  COMPOSITE 

11078.6 

7 

40101.0 

7 

582.5 

NM 

2055.4 

59 

5.3 

NM 

13.8 

17 

1.98 

American  Greetings  (10) 

489.5 

5 

1646.0 

9 

43.9 

8 

105.1 

13 

9.0 

8.7 

1  1.4 

16 

2.91 

Brunswick 

4649 

1 

2059.4 

12 

-1.1 

NM 

39.7 

NM 

NM 

NM 

4.4 

36 

0.43 

Carnival  Cruise  Lines  (1) 

31 1.0 

2 

1473.7 

5 

43.1 

1  1 

281.7 

1  1 

13.9 

12,7 

20,7 

17 

2.00 

Eastman  Kodak 

5404.0 

6 

20183.0 

4 

299.0 

NM 

994.0 

NM 

5.5 

NM 

14.8 

16 

3.06 

Fisher-Price 

207.6 

12 

693.9 

8 

14.9 

137 

41.3 

139 

7.2 

3.4 

17.8 

20 

1.30 

Fleetwood  Enterprises  (8) 

473.3 

21 

1743.2 

20 

15.6 

72 

49  2 

44 

3,3 

2.3 

10.1 

20 

2.15 

Gibson  Greetings 

212.1 

5 

485.8 

-7 

16.7 

-27 

8.0 

-81 

7.9 

113 

2.8 

37 

0,50 

Horley-Davidson 

312.2 

31 

1 105.3 

18 

14.5 

101 

54.2 

47 

4.6 

3.0 

19.1 

22 

1.51 

Harmon  International  Industries  (6)  1 77.3 

9 

627.3 

7 

3.3 

126 

5.3 

NM 

1.9 

0.9 

4.8 

31 

0.55 

Hasbro 

831.3 

9 

2541.1 

19 

65.6 

46 

179.0 

119 

7.9 

5  9 

16.2 

15 

2.01 

Huffy 

186.7 

16 

703.3 

4 

-0.3 

NM 

1 1.8 

-40 

NM 

2.4 

9.2 

17 

0  92 

Mattel 

511.0 

-2 

1847.9 

12 

35  7 

20 

143.9 

18 

7.0 

5.7 

26.6 

15 

1.43 

Musicland  Stores 

421.0 

8 

1020  5 

9 

29.1 

43 

24.2 

168 

6.9 

5.3 

12.1 

16 

0.83 

Outboard  Marine  (3) 

178.3 

-8 

1049.7 

8 

-18.9 

NM 

0.8 

NM 

NM 

NM 

0.2 

NM 

0.06 

Polaroid 

649.2 

3 

2152.3 

4 

29.6 

-49 

99.0 

-86 

4.6 

9.2 

12.2 

14 

2.06 

Tyco  Toys 

249.1 

36 

768.6 

40 

-8.2 

NM 

18.0 

-6 

NM 

4.1 

6.0 

20 

0.60 

MANUFACTURING 

INDUSTRY  COMPOSITE 

28322.1 

6 

108963.3 

4 

866.3 

119 

3535.5 

26 

3.1 

1.5 

9.8 

28 

1.46 

)GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

10742.7 

4 

42303.2 

5 

637.2 

21 

2649.3 

14 

5.9 

5.1 

15.2 

22 

2.17 

Alliant  Techsystems  (9) 

237.5 

3 

1206.7 

25 

-70.0 

NM 

-42.4 

NM 

NM 

3.4 

-75.5 

NM 

-4,44 

Avery  Dennison 

629.7 

-3 

2622.9 

3 

18.9 

7 

80.1 

27 

3.0 

2.7 

10.0 

20 

1,33 

Blount  (10) 

194.1 

14 

709,1 

17 

4.3 

197 

4.0 

NM 

2.2 

0.9 

2.6 

42 

0,33 

Corning  t 

1003.1** 

20 

3744.0 

14 

34.6 

-60 

266.3 

-14 

3.5 

10.3 

14.6 

22 

1.40 

Crane 

316.0 

0 

1307.0 

0 

14.2 

32 

24.3 

-46 

4.5 

3  4 

8.6 

33 

0.79 

Duracell  International  (6) 

622.3 

6 

1682.3 

6 

98.3 

-1 

168.0 

48 

15.8 

16.8 

14.9 

22 

1  42 

First  Brands  (6) 

268.0 

10 

1021.1 

2 

14.9 

23 

46.7 

18 

5.6 

5.0 

18.4 

14 

2.14 

Horsco 

414.1 

-29 

1624.9 

-16 

25.2 

-8 

91.5 

20 

6.1 

4.7 

18.3 

1  1 

3.52 

Hillenbrand  industries  (1) 

384.7 

16 

1429.8 

19 

24.1 

-7 

105.5 

18 

6.3 

7.8 

19.3 

28 

1.47 

Illinois  Tool  Works 

714.5 

1 

281 1.6 

7 

51.5 

9 

192.1 

6 

72 

6.7 

14.3 

21 

3.44 

Jostens  (6) 

222.2 

-10 

878.1 

-2 

9.9 

-38 

53.9 

-18 

4.4 

6.4 

14.8 

21 

1.29 

Mark  IV  Industries  (10) 

302.7 

5 

1202.8 

7 

12.0 

39 

43.5 

53 

4.0 

3  0 

12.3 

15 

1.14 

Minnesota  Mining  &  Mfg. 

3375.0 

5 

13883.0 

4 

289.0 

12 

1236.0 

7 

8.6 

8.0 

18.7 

19 

5.65 

Newell 

421.5 

20 

1451.7 

15 

46.9 

13 

152.5 

12 

11.1 

1 1.8 

17.8 

18 

1.96 

Nortek 

182.7 

-11 

800.0 

-13 

-1.4 

NM 

-21.0 

NM 

NM 

NM 

-16.0 

NM 

-1.67 

Parker  Hannifin  (6) 

588.7 

3 

2427  5 

3 

14.7 

22 

66.9 

54 

2.5 

2.1 

7.1 

23 

1.38 

Rubbermaid  t 

434.4 

6 

1805.3 

8 

44.1 

14 

166.9 

3 

10.1 

9.4 

16.9 

30 

1.04 

Trinova 

431.6 

4 

1695  5 

1 

6.1 

NM 

14.4 

NM 

1.4 

NM 

4.1 

49 

0.51 
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COMPANY  SALES   PROFITS 


MARGINS 

RETURN  ON 

COMMON 

.ITH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQurnr 

PRICE- 

MONTI 

QUARTER 

FROM 

MONTHS 

FROM 

'  QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNISI 

1991 

1 992 

'%' 

1 992 

1 991 

1 992 

1991 

1992 

1991 

ENDING 

RATIO 

per! 

$,MIL 

SMIL, 

S  MIL 

SMIL 

'° 

% 

12-31 

2-19 

SHAR 

(b)MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

3133.9 

10 

11339.7 

8 

-47.7 

NM 

133.7 

63 

NM 

3.1 

3.3 

55 

0.4; 

Black  &  Decker 

1394.5 

4 

4779.6 

3 

-102.2 

NM 

-73  3 

NM 

NM 

2.4 

-6.4 

NM 

-1,1 

Cincinnati  Milacron 

218  1 

8 

789.2 

5 

6.9 

73 

16.1 

NM 

3.2 

2.0 

12.2 

31 

0,5! 

Clark  Equipment 

191.3 

9 

802.7 

1 1 

-2.8 

NM 

-27.9 

NM 

NM 

NM 

-1 1.0 

NM 

-1,6( 

Danaher 

OA  1   1  ** 

ZO  1  .  1 

1  "7 

7JO.0 

I  4 

0  7 

O./ 

31.6 

1 37 

3.3 

0.4 

9.2 

24 

1 ,0 

299  1  *• 

37 

983  8 

1 2 

1 2  8 

-32 

66  0 

—10 

4  3 

8.6 

o  o 

7.7 

0  1 

1  -5( 

SPX 

171 .1 

2 

801 .2 

19 

2.6 

NM 

22.1 

NM 

1  5 

NM 

1 0.7 

1 ) 

1 ,5' 

Stanley  Works 

598.8 

17 

2217.7 

13 

26.4 

-2 

98.1 

1 

4.4 

5.3 

1  4. 1 

20 

2.1' 

(c)  SPECIAL  MACHINERY 

CROUP  COMPOSITE 

11375.1 

6 

42992.9 

3 

176.4 

NM 

503.6 

65 

1.6 

NM 

4.1 

55 

0.7t 

Applied  Materials  (2) 

210.5 

31 

751.4 

18 

13.0 

106 

39.5 

51 

6.2 

3.9 

8.3 

34 

1.0<' 

Briggs  &  Stratton  (6) 

305.2 

15 

1094.3 

13 

23.4 

29 

57.4 

31 

7.7 

6  8 

17.9 

15 

3.9; 

Caterpillar 

2734  0 

1 1 

10194.0 

0 

-2.0 

NM 

-218.0 

NM 

NM 

NM 

-13.8 

NM 

-2,U 

Deere  (2) 

1896.0" 

0 

6960.7 

-I 

4.2 

NM 

37.4 

NM 

0.2 

NM 

1.4 

94 

0.4S, 

Dover 

581.8 

6 

2271.6 

3 

33.9 

10 

129.1 

1 

5.8 

5.6 

16.0 

21 

2  2: 

FMC 

1002.4 

-1 

3973.6 

2 

31.4 

4 

192  6 

1  1 

3  1 

3.0 

40.2 

9 

5.2; 

General  Signal 

377.8 

-9 

1618.3 

0 

-37.6 

NM 

9.2 

-86 

NM 

4.5 

2.5 

NM 

0.4; 

Harnischfeger  Industries  (2) 

358.1" 

-9 

1390.1 

-13 

20  7 

1  1 

56.7 

-12 

5.8 

4.7 

9.6 

9 

\.9t 

Ingersoll-Rand 

1091.7 

17 

3783.9 

6 

32.4 

-41 

115.6 

-23 

3.0 

5.9 

6.9 

29 

1.11 

Interlake 

180.7 

1 

708.2 

-1 

-6.1 

NM 

-14.0 

NM 

NM 

NM 

NM 

NM 

-0.8/ 

Pentair 

321.0 

9 

1238.7 

6 

14.9 

9 

42  8 

4 

4.7 

4.6 

12.8 

14 

3.2: 

Stewart  &  Stevenson  Services 

1 1  \     oda  "i 

I  1  )  ZUo.J 

1  0 

1  z 

/  /  O.o 

1  A 
\  O 

117 

ZD 

ATA 
A  1  .A 

5.6 

5.0 

1  J./ 

ox 
zo 

1  0/ 

Timken 

J 

1  AAO  Q 
1  04j£  .0 

A 
U 

n  1 

ij.  1 

A 

0.0 

NM 

U.J 

NM 

u.  1 . 

Tyco  Laboratories  (6) 

765  1 

1 

3131.0 

2 

25  9 

12 

101.5 

3 

3.4 

3.0 

9.7 

19 

2.21 

Varity  (11) 

844.4 

1  1 

3459.1 

9 

10.5 

NM 

-93.1 

NM 

1 .2 

NM 

-42.4 

NM 

-4.47 

(d)TEXTILES 

CROUP  COMPOSITE 

3170.4 

7 

12337.6 

8 

100.3 

130 

350.9 

180 

3.3 

1.5 

8.0 

27 

0.94 

Amoskeag 

337.4" 

-4 

1247.9 

0 

3.2 

227 

7.1 

446 

0.9 

0.3 

5.7 

12 

2.0< 

Burlington  Industries  Equity  (3) 

459.2 

-2 

2054.4 

5 

12.0 

NM 

-67,8 

NM 

2.6 

NM 

-14.1 

NM 

-0.8( 

Cone  Mills 

178.1 

1 1 

705.4 

1 1 

1 1.6 

91 

45,4 

348 

6.5 

3.8 

36.6 

9 

1.67 

Delta  Woodside  Industries  (6) 

162.7 

-2 

685.0 

3 

6.0 

-24 

35.2 

1 

3.7 

4.8 

10.7 

10 

1.34 

DWG  (8) 

308.5 

2 

1295.2 

6 

-1.2 

NM 

-2.1 

NM 

NM 

NM 

-2.6 

NM 

-0.0£ 

Fieldcrest  Cannon 

328.8 

-4 

1217.3 

0 

7.8 

222 

20.4 

545 

2.4 

0.7 

7.2 

14 

1.81 

Shaw  Industries  (6) 

585.4 

43 

2036.0 

26 

24.5 

96 

78.7 

119 

4  2 

3.1 

12.7 

30 

1.18 

Springs  Industries 

531.8 

6 

1975.7 

5 

14.6 

23 

44.5 

64 

2  8 

2.4 

7.6 

17 

2.50 

Unifi  (6) 

278.4 

7 

1  120  7 

1 1 

217 

24 

89.5 

88 

7.8 

6.7 

20  6 

21 

1.48 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

13393.2 

4 

53877.4 

1 

-956.5 

NM 

-893.8 

NM 

NM 

NM 

-4.8 

NM 

-0.87 

(a)ALUMINUM 

CROUP  COMPOSITE 

5815.8 

1 

33893.6 

-3 

-353.3 

NM 

-314.9 

NM 

NM 

NM 

-3.0 

NM 

-0.73 

Aluminum  Co.  of  America 

2452.3 

1 

9491.5 

-4 

-80.0 

NM 

22.4 

-64 

NM 

NM 

0.4 

NM 

0.24 

Amax 

945.4 

5 

3697.8 

-2 

-1 13.4 

NM 

-147.7 

NM 

NM 

NM 

-7.1 

NM 

-1.71 

Kaiser  Aluminum 

496.0 

5 

1909  1 

-5 

2.6 

-90 

26  9 

-75 

0.5 

5.8 

4.7 

19 

0.47 

Maxxam 

576.4 

8 

2202.6 

-2 

-10.3 

NM 

-73 

NM 

NM 

1.8 

-1,6 

NM 

-0.77 

Reynolds  Metals 

1345.7 

-6 

5592.6 

-2 

-152.1 

NM 

-109.2 

NM 

NM 

1.7 

-3.7 

NM 

-1.83 

(b)STEEL 

GROUP  COMPOSITE 

5638.3 

6 

33330.9 

5 

-671.7 

NM 

-893.6 

NM 

NM 

NM 

-31.1 

NM 

-2.05 

Allegheny  Ludlum 

256.6 

1 1 

1036.0 

3 

112 

-14 

46.9 

14 

4.4 

5.6 

18.2 

25 

1.42 

Armco 

571.7 

40 

2073.6 

30 

-368.3 

NM 

-421.5 

NM 

NM 

NM 

-82,1 

NM 

-4.37 

Bethlehem  Steel 

990.4 

-3 

4007.9 

-7 

-53.1 

NM 

-199.3 

NM 

NM 

NM 

-60.5 

NM 

-2.73 

Commercial  Metals  [4] 

326.2" 

25 

1230.6 

9 

2.9 

1 

12,5 

12 

0.9 

1.1 

5.9 

24 

1.15 

Inland  Steel  Industries 

830.4 

-2 

3494.3 

3 

-67.7 

NM 

-159.4 

NM 

NM 

NM 

-17.7 

NM 

-5.83 

Lukens 

245.3 

86 

880.6 

40 

8.5 

NM 

33.1 

44 

3.5 

NM 

10.9 

20 

2.31 

Nucor 

418.1 

13 

1619.2 

1 1 

25.1 

15 

79.2 

22 

6.0 

5.9 

10.4 

45 

1.83 

USX-U.  S.  Steel  Group 

1242.0 

-5 

4947.0 

2 

-225.0 

NM 

-271.0 

NM 

NM 

NM 

NM 

NM 

-4.92 

Weirton  Steel 

278.2 

-1 

1078.7 

4 

-3.4 

NM 

-36.1 

NM 

NM 

NM 

-18.1 

NM 

-1.57 

Wheeling  Pittsburgh 

217.3 

-8 

929.8 

-3 

-16.8 

NM 

-33.6 

NM 

NM 

0.9 

-13.6 

NM 

-1.85 

Worthington  Industries  (7) 

262.0 

8 

1023.1 

15 

14.9 

7 

56.6 

22 

5.7 

5,8 

14.1 

28 

096 

(c)  OTHER  METALS 

GROUP  COMPOSITE 

1939.2 

7 

7663.0 

7 

68.3 

NM 

314.7 

-40 

3.5 

NM 

3.5 

58 

0.49 

^  Asarco 

471.9 

-4 

1908.5 

0 

-58,0 

NM 

-29,1 

NM 

NM 

2,5 

-2.1 

NM 

-0.70 

i     Cyprus  Minerals 

■.07.7 

6 

1641.4 

-1 

14.2 

NM 

-246,0 

NM 

3.5 

NM 

-31.6 

NM 

-6.31 

Freeport-McMoRan  Copper  &  Gold      08  8 

72 

714.3 

53 

36.4 

-20 

129.9 

27 

17.4 

37,7 

19.0 

32 

0.66 

Magma  Copper 

V.4 

0 

819.5 

13 

10.2 

NM 

58.3 

NM 

5  2 

NM 

9.8 

13 

1.37 

Phelps  Dodge 

6  T.4 

7 

2579.3 

6 

65.5 

-13 

301,6 

1  1 

10.0 

12.3 

15.3 

12 

4.28 
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COMPANY  SAiiS   PROFITS 


MAROINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE. 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

SMIL 

SMIL. 

% 

SMIL 

SMIL 

% 

12.31 

2-19 

SHARE 

NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

63310.2 

-1 

249162.5 

1 

1493.2 

-58 

13049.9 

-9 

2.4 

5.3 

10.2 

17 

2.77 

FINANCIAL  SERVICES 

OROUP  COMPOSITE 

30007.6 

5 

112557.2 

4 

1106.3 

-32 

6887.0 

4 

3.7 

5.4 

14.9 

14 

3.19 

Alexander  &  Alexander  Services 

342.9 

-5 

1350.2 

-1 

8.4 

NM 

54.9 

NM 

2.5 

NM 

14.4 

20 

1.34 

Alleghany 

474.0 

19 

1788.4 

27 

13.3 

NM 

63.7 

193 

2.8 

NM 

8.2 

14 

9.76 

American  Express 

6699.0" 

0 

26962  0 

4 

82.0 

-66 

436  0 

-45 

1.2 

3  6 

5.4 

29 

0.83 

Bear  Stearns  (6) 

631.1" 

-10 

2617.1 

4 

64.3 

-17 

297.3 

28 

10.2 

1  1.1 

25.6 

6 

2.63 

Beneficial 

457.0 

2 

1819.3 

1 

23.3 

-40 

148.4 

-1 

5.1 

8.7 

12.0 

12 

5.50 

Block  (H&R)  (8) 

211.4 

10 

1363.3 

11 

-4.0 

NM 

159.9 

15 

NM 

NM 

28.9 

28 

1  47 

Countrywide  Credit  Industries  (10)  177.4" 

102 

573.3 

106 

37.8 

120 

123.0 

173 

21.3 

19.6 

18.4 

13 

2.33 

Crawford 

163.4 

20 

597.7 

1 1 

11.1 

27 

40.4 

8 

6.8 

6.4 

21.9 

21 

1.13 

Edwards  (A.  G.)  (10) 

258.9" 

12 

1037  7 

22 

28.7 

6 

1 13.9 

24 

11.1 

11.7 

19.6 

10 

2.48 

Equifax 

303.4 

3 

1 134.3 

4 

26.0 

65 

85.3 

58 

8.6 

5.4 

22.9 

19 

1.04 

Fannie  Mae 

37765" 

1 1 

14558.4 

7 

427.9 

17 

1648.7 

13 

1 1.3 

10.8 

25.5 

13 

6.01 

First  American  Financial 

326.4" 

48 

1 1 15.5 

47 

12.3 

423 

43.3 

NM 

3.8 

1.1 

25.3 

6 

4.55 

First  Financial  Management 

436.9" 

1 

1404.7 

-7 

-36.6 

NM 

15.8 

-82 

NM 

7.8 

1.4 

NM 

0.27 

Loews 

3433.4" 

-5 

13691 .5 

1 

-620.7 

NM 

-22.1 

NM 

NM 

7.6 

-0.4 

NM 

-0.33 

Marsh  &  McLennan 

705.2" 

6 

2937.0 

6 

54.3 

0 

303.8 

-1 

7.7 

8.1 

25.7 

22 

4.21 

Merrill  Lynch 

3267.5** 

5 

13428.3 

9 

221.4 

30 

952.4 

37 

6.8 

5.5 

21.0 

8 

8.36 

Morgan  Stanley  Group  (11) 

1629.0** 

NA 

NA 

NA 

110  6 

A  ft 

O.o 

1  7  X 

NA 

NA 

PoineWebber  Group 

8360** 

1 

3363.7 

6 

41.4 

-12 

213.2 

41 

5.0 

5.7 

22.6 

6 

4.24 

Primerica 

1269.0" 

-6 

5095.8 

-2 

221.3 

68 

756.2 

58 

17.4 

9.8 

19.9 

8 

6.68 

Salomon 

o  1  J* o  n** 
J.  1 4z.U 

38 

8196.0 

-11 

143.0 

NM 

550.0 

8 

6.7 

NM 

14.0 

9 

4.18 

Schwab  (Charles) 

228.1  ** 

2 

909.0 

14 

25.2 

56 

81.2 

64 

110 

7.2 

34.4 

15 

2.08 

Student  Loan  Marketing  Assn. 

662.6 

-12 

2786.6 

-14 

101.2 

1 1 

393.9 

14 

15.3 

12.2 

38.1 

1 1 

4.21 

SunAmerica  (3)  t 

21 1.2** 

4 

839.8 

3 

27.1 

88 

84.9 

81 

12.8 

7.1 

15.0 

17 

2.04 

f  ransom  erica 

20 

49878 

8 

86.9 

NM 

342.9 

660 

6.4 

NM 

11.2 

12 

4.1 1 

INSURANCE 

tROUP  COMPOSITE 

30523.7 

-3 

124208.6 

2 

452.1 

-73 

5905.6 

-17 

1.5 

5.4 

8.0 

20 

2.77 

^etna  Life  &  Casualty 

4313.5 

-1 

1 7497  2 

_3 

-191  9 

—5  3 

1  4 

NM 

MIAC 

1071.4 

1 9 

3986  5 

2 1 

48  8 

]  7 

183  4 

23 

4  6 

4  6 

1  A  0 

1  o 

Z.Z4 

IVmerican  General 

1192.0 

4602  0 

1 34  0 

1 3 

533  0 

1 1  2 

1  v.O 

1  1 

1  t  .o 

A  fiO 
A.OV 

IVmerican  International  Group 

4858.9** 

8 

18388.6 

9 

458.9 

15 

1625.0 

5 

9.4 

8.9 

13.0 

15 

7.65 

IVmerican  National  Insurance 

347.3 

1 4 

1318.1 

1 0 

52  9 

91 

1 68  6 

34 

15  2 

9  1 

9  5 

6  37 

^on 

yu  1 . 1 

22 

JO  JO.  J 

1 4 

1  2 

-Oft 

TO 

U.  1 

7  0 

1  A  7 
1  u./ 

1  Q 
1  0 

Z.OT 

Capital  Holding 

718.9 

f\ 
u 

2853.3 

7 

90.3 

36 

322.5 

29 

1 2.6 

9.2 

1 6.9 

1 2 

6.28 

Chubb 

1342.5** 

1 3 

4940.8 

g 

197  5 

42 

617.1 

1 2 

1 4.7 

1 1 .7 

1 5.6 

1 3 

6  96 

Cincinnati  Financial 

329.0 

14 

1304.1 

1 2 

35.5 

1 9 

171.3 

1 7 

10.8 

10.3 

10.6 

1 8 

3.39 

Conseco 

490.5** 

14 

1525.5 

10 

59.8 

25 

174.8 

44 

12.2 

1 1.2 

33.3 

10 

5.56 

Equitable 

1373.3** 

-4 

6282.0 

3 

-28.9 

NM 

-32.2 

NM 

NM 

NM 

-2.2 

NM 

-0.32 

610  6** 

Q 

o 

2420.0 

1 3 

22.2 

-55 

1 72.8 

—12 

3.6 

8.7 

1 3.9 

25 

2.39 

868  1 

3 

3386.8 

6 

151.3 

-18 

596.4 

-9 

17.4 

21.9 

14.2 

17 

6.84 

hiarfford  Steom  Boiler 

174.8 

7 

682.1 

8 

17.2 

15 

56.3 

-24 

9.9 

9.2 

15.1 

20 

2.71 

Morace  Mann  Educators 

174.7 

3 

706.4 

7 

18.4 

75 

71.8 

189 

10.5 

6.2 

20.9 

1 1 

2.48 

lefferson-Pilot 

306.6 

2 

1202.3 

2 

56.7 

18 

203.2 

16 

18.5 

15.9 

12.0 

12 

3.99 

iCemper 

-42 

2200.6 

-11 

-212.7 

NM 

-225.0 

NM 

NM 

0.7 

-11.5 

NM 

-4.61 

Lincoln  National 

-21 

8034.1 

-12 

77.2 

382 

362.9 

74 

3.8 

0.6 

13.6 

9 

7.81 

MWNL 

353.1 

5 

1378.0 

3 

17.6 

40 

60.6 

28 

5.0 

3.7 

8.7 

14 

4.14 

Ohio  Casualty 

459.9 

4 

1812.1 

6 

32.1 

24 

97.1 

-10 

7.0 

5.9 

1 1.8 

12 

5.40 

Progressive 

432.3** 

14 

1738.9 

16 

32.9 

NM 

139.6 

324 

7.6 

NM 

31.3 

15 

2  09 

Protective  Life 

167.6** 

18 

626.0 

21 

11.1 

1 

42  5 

19 

6.6 

7.8 

15.5 

10 

3.1 1 

Provident  Life  &  Accident 

709.0** 

-8 

2866.7 

1 

25.9 

8 

112.6 

31 

3.7 

3.1 

8.0 

12 

2.49 

Safeco 

845.1** 

-] 

3480.8 

3 

1 04.0 

23 

3)13 

20 

1 2  3 

9  9 

1 2  7 

1 2 

4  96 

Selective  Insurance  Group 

166.7** 

5 

616.1 

8 

5.2 

-51 

27.4 

1 

3.1 

6.6 

8.9 

12 

2  06 

St.  Paul 

1101.4 

-3 

4498.7 

3 

-417.5 

NM 

-232.5 

NM 

NM 

9.6 

-1 1 .7 

NM 

-5.69 

Torchmark 

514.0 

7 

2045  8 

7 

66  9 

265  5 

g 

13  0 

13  2 

24  9 

]  7 

J  .Do 

Transatlantic  Holdings 

163.0 

4 

618.9 

-1 

24.6 

30 

71.7 

2 

15.1 

12.0 

12  7 

17 

3.13 

Travelers 

1681.1 

-36 

9676.0 

-15 

-589.2 

NM 

-827.0 

NM 

NM 

2.2 

-1 9.4 

NM 

-8.1 1 

20th  Century  Industries 

259.5 

9 

990.6 

9 

23.4 

19 

1 17.5 

13 

9,0 

8  3 

21.0 

12 

2.29 

Jnitrin  t 

338.9 

5 

1362.6 

9 

38.9 

-13 

163  3 

20 

1 1.5 

13  9 

8.4 

13 

3.15 

JNUM 

679.2 

9 

2641.2 

9 

62.4 

26 

248.8 

21 

9  2 

79 

14.8 

14 

3.70 

JSF&G 

802.0 

-23 

3660.0 

-12 

13.0 

NM 

35.0 

NM 

1.6 

NM 

-1.6 

NM 

-0  16 

JSLife 

391.6 

5 

1529.5 

1 1 

12.5 

-45 

69.6 

-7 

3  2 

6.1 

6.9 

13 

3.05 

SAVINGS  &  LOAN 

KROUP  COMPOSITE 

2779.8 

-26 

12396.6 

-21 

-65.2 

NM 

257.3 

-57 

NM 

4.5 

2.6 

37 

0.56 

^hmonson  (H.  F.) 

868.5** 

-19 

3637.5 

-21 

15.5 

-76 

156.4 

-36 

1.8 

6.0 

5.3 

17 

1.20 

California  Federal  Bank 

324.6** 

-29 

1413.3 

-27 

6.4 

NM 

-61.9 

NM 

2.0 

NM 

-6.6 

NM 

-2.09 

3lenfed  (6) 

274.8** 

-44 

1358.2 

-33 

-85.0 

NM 

-270.3 

NM 

NM 

5.6 

-44.5 

NM 

-7.90 

Solden  West  Financial 

483.1 

-13 

2025.6 

-10 

69.9 

10 

283.5 

19 

14.5 

1 1.4 

16.4 

10 

4.46 

Sreot  Western  Financial 

633.3** 

-32 

3153.9 

-20 

-97.3 

NM 

53.9 

-82 

NM 

7.6 

1.8 

58 

0.30 

Standard  Federal  Bank 

195.5** 

-12 

808  0 

-8 

25.3 

18 

95.6 

45 

12.9 

9.6 

15.7 

8 

3.00 
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COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

EQUITY 

PRICE- 

MONT 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNII 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PEf 

$Mll 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

12-31 

2  19 

SHAI 

18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  COMPOSITE 

57652.2 

4 

# 

•tOMO.l 

-4327.8 

NM 

NM 

NM 

■5.4 

NM 

-0.9 

(a)BUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE 

4785.1 

18 

17452.6 

17 

230.0 

9 

742.4 

9 

4.8 

5.2 

16.1 

22 

1.2 

bell  ot  riowell 

1 87.6 

9 

670.0 

7 

8,2 

668 

5  0 

NM 

4.4 

0.6 

—25  8 

NA 

ft 

CompuCom  Systems 

204.9 

14 

713.0 

35 

3.0 

86 

7.3 

45 

1 .5 

1 9  2 

1 2 

0  2 

cue  International  (11) 

188.0" 

15 

714.0 

15 

15.0 

48 

37.4 

1 

8.0 

6.3 

48.8 

47 

0,5 

Deluxe 

412.5 

4 

1534.3 

4 

55.7 

6 

202.8 

1  1 

13.5 

13.3 

24.4 

17 

2,4 

Egghead  (9) 

188.3 

7 

684.8 

7 

2.3 

-63 

8  9 

-44 

1  o 

J.o 

6  3 

1 7 

HON  Industries 

188.2 

1 1 

706.6 

16 

10,5 

-9 

38.7 

18 

5,6 

6.8 

25.0 

24 

1,1 

Intelligent  Electronics  (11) 

648.1 

41 

2582.8 

35 

-2.4 

NM 

10.7 

-72 

NM 

1 .8 

3.3 

50 

0,2 

Merisel 

684.6 

47 

2238.7 

41 

7.5 

30 

19.7 

82 

1,1 

1.2 

10.2 

16 

0,6 

MicroAge(3j 

327.9 

33 

1098.6 

31 

1.8 

34 

5.1 

76 

0,5 

0,5 

8,7 

14 

0,9 

Miller  (Herman)  (7) 

205.0 

-1 

818  5 

2 

3.6 

-33 

-4.8 

NM 

1,7 

2,6 

-1,9 

NM 

-0,1 

Pitney  Bowes 

927.7 

2 

3434.1 

3 

94.6 

14 

312.2 

8 

10,2 

9,1 

18,9 

21 

1,9 

Reynolds  &  Reynolds  (3) 

163.5 

8 

656.6 

4 

12.1 

47 

41.9 

48 

7,4 

5,4 

16,3 

16 

1,8 

Standard  Register 

193.4 

5 

705.2 

2 

12.5 

-4 

39.4 

20 

6,5 

7,1 

1 1,8 

13 

1,3 

Tech  Data  (11) 

265.4 

51 

895  3 

57 

5.6 

73 

1 8.2 

82 

2.1 

1,9 

16,6 

22 

1.1 

(b)COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

45020.5 

1 

156228.9 

5 

-5627.8 

NM 

-7516.2 

NM 

NM 

NM 

-11.4 

NM 

-3.1 

»  III 
Amdahl 

745.0 

91 

2524.7 

48 

2.5 

NM 

-7.0 

NM 

0.3 

NM 

-0.5 

NM 

-0,0 

Apple  Computer  (3) 

2000.3 

7 

7224.2 

I  ] 

161.3 

-3 

525.7 

62 

8. 1 

8,9 

23,0 

1 3 

4,3 

AST  Research  (6) 

346.3 

45 

1 140  5 

38 

14.6 

-13 

57.6 

-18 

4  2 

7,0 

14.7 

10 

1,8 

^nmmnnnrt^  IntArnnHArmI  {A\ 

WUI  lllll  VUWI  C  II 1 1  CI  1  lUllwllUI  \K)  1 

237.7 

-36 

731.6 

-30 

-77.2 

NM 

-1 13.8 

NM 

NM 

10,8 

-37.2 

NM 

-3,4 

Compaq  Computer 

1 422.6 

63 

4099.8 

25 

89.5 

34 

213.2 

63 

6.3 

7,6 

1 1 .5 

19 

2,5 

Conner  Peripherals 

620.5 

49 

2238.4 

40 

8.5 

-36 

121  1 

3 1 

1 .4 

3,2 

20  4 

9 

2  1 

Cray  Research 

227.3 

-28 

797.6 

-8 

-26.5 

NM 

-14.9 

NM 

NM 

1 8.8 

-1.9 

NM 

-0,5 

Data  Gf^ntf^ral  (1) 

279.6 

-5 

1100.8 

-9 

0.8 

-81 

-65.8 

NM 

0.3 

1,4 

-15.1 

NM 

-2,0 

Dell  Computer  ( 1 1 ) 

570.0 

1 49 

1 679.3 

1 1 8 

28.6 

1 20 

85.8 

94 

5.0 

5,7 

25. 1 

1 6 

2,2 

Digital  Equipment  (6) 

3689.4 

6 

1 4 1 62.0 

-1 

-73  9 

NM 

-2500.8 

NM 

NM 

NM 

-52  9 

NM 

-19  8 

U A%A#lAM^_D#l^l^#«■•#4  /Ol 

4324  0 

16410.0 

13 

68.0 

-46 

881.0 

17 

1 ,6 

3,3 

11.7 

21 

3,4 

Intergraph 

307.3 

-2 

1 176.7 

-2 

-2.0 

NM 

8.4 

-88 

NM 

5,3 

1.1 

69 

0.1 

International  Business  Machines 

19560  0 

-11 

64523.0 

0 

-5463.0 

NM 

-6865.0 

NM 

NM 

NM 

-19.4 

NM 

-12.0 

Maxtor  (9) 

402  6 

59 

1389.0 

45 

13  6 

368 

89.0 

NM 

4.6 

1 .6 

42.2 

3 

3.0 

Quantum  (9) 

459.3 

60 

1536.2 

43 

28  0 

197 

84.8 

71 

6. 1 

3,3 

23.4 

9 

1.8 

Seagate  Technology  (6) 

776.7 

12 

3079.4 

15 

63.3 

474 

222.9 

NM 

8,1 

1.6 

23.2 

6 

3.2 

Silicon  Graphics  (6) 

270.2 

15 

948.8 

1 0 

22.0 

31 

-74.4 

NM 

8. 1 

7.2 

-1 6.0 

NM 

-14 

Storage  Technology 

414.3 

-13 

1521.5 

-4 

-7.7 

NM 

15.5 

-83 

NM 

7  7 

1.7 

54 

0.3 

Sun  Microsystems  (6) 

1050.8 

16 

3831.7 

11 

24.1 

-49 

128.0 

-36 

2.3 

5.2 

8.0 

28 

1.2 

Tandem  Computers  (3) 

483.9 

6 

2066  3 

7 

5.1 

NM 

58.6 

NM 

1.1 

NM 

4.7 

23 

0.5 

Unisys 

2256.4** 

-8 

8421  9 

-3 

101.2 

26 

296.2 

NM 

45 

3.3 

28.4 

11 

1.0 

Wang  Laboratories  (6) 

351  2 

-30 

1645.6 

-15 

0.4 

NM 

-406  2 

NM 

0.1 

NM 

NM 

NM 

-2.3 

Xerox 

4225.0** 

10 

13980.0 

1 

-614.0 

NM 

-256.0 

NM 

NM 

2.4 

-7,2 

NM 

-3.3 

(c)  COMPUTER  SOFTWARE  A  SERVICES 

GROUP  COMPOSITE 

7846.6 

13 

29219.8 

20 

791.8 

40 

2446.0 

30 

10.1 

8.2 

20.1 

29 

\.X 

Automotic  Data  Processing  (6) 

518.5** 

15 

2076.0 

15 

70.1 

16 

272.1 

14 

13.5 

13.4 

20,4 

28 

1.9. 

Ceridian 

225.2 

1 2 

830  3 

9 

1 0  6 

1 9 

-29.1 

NM 

4.7 

4.4 

NM 

NM 

-0.6' 

Comdisco  (3) 

571.0** 

3 

2223.0 

1 

20.0 

0 

20.0 

-75 

3.5 

3.6 

3,0 

34 

0.4: 

CompUSA  (6) 

324.5 

64 

1040.9 

58 

3.0 

-7 

9.7 

NM 

0  9 

1 .6 

1 1,5 

49 

0.5: 

Computer  Associates  Intl.  (9) 

501.5 

20 

1 770.8 

27 

80.2 

48 

204.2 

42 

16.0 

12  9 

21,4 

21 

1,1' 

Computer  Sciences  (9) 

608.4 

12 

2474  4 

27 

1 8  8 

]  7 

75  7 

1 6 

3. 1 

3.0 

1 1 ,4 

1 7 

4.5' 

Computervision 

266.1 

-20 

1065.6 

-12 

4  8 

NM 

-142.2 

NM 

1 .8 

NM 

NM 

NM 

-3.4. 

Electronic  Data  Systems 

2121.5 

2 

8155.2 

16 

178.0 

14 

635.5 

13 

8.4 

7.5 

20,7 

22 

1.3: 

First  Data 

323.4 

9 

1 205  3 

1  7 

43  4 

1 8 

141  4 

20 

1  J. 4 

12  4 

1 8,5 

25 

1 .3( 

Lotus  Development 

246.0 

-1 

900.1 

9 

14.6 

150 

80.4 

86 

5  9 

2.3 

19.6 

13 

1.8; 

Microsoft  (6) 

938  0 

38 

3252.3 

43 

236.0 

35 

833.9 

43 

25  2 

25.7 

30.3 

29 

2.7'. 

Novell  (2) 

260.1 

39 

933.4 

46 

69  6 

37 

249.0 

53 

26.7 

27.0 

26  6 

34 

0.8 

Oracle  Systems  (7) 

353.2 

24 

1309.9 

21 

33.5 

147 

89.0 

165 

9.5 

4.8 

20.5 

49 

0.6: 

Safeguard  Scientifics 

245.7 

13 

845.0 

31 

2.3 

-14 

9.9 

-14 

0.9 

1.2 

10.0 

1 1 

1.9; 

Western  Digital  (6) 

343.5 

59 

1 137.5 

24 

6  9 

NM 

-3.5 

NM 

2.0 

NM 

-3  0 

NM 

-0.1; 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

20617.0 

5 

82681.6 

5 

-67.4 

NM 

1200.4 

-4 

NM 

NM 

3.2 

50 

0.7i 

(a)FOREST  PRODUCTS 

'iROUP  COMPOSITE 

7277.3 

7 

29338.3 

5 

223.1 

NM 

416.5 

NM 

3.1 

NM 

4.1 

55 

0.84 

Boise  Cascade 

905.0 

-6 

3715.6 

-6 

-29.6 

NM 

-154.0 

NM 

NM 

NM 

-20.8 

NM 

-4,7', 

Georqia-Pacific 

2910.0 

4 

11847.0 

3 

1 13.0 

NM 

-60.0 

NM 

3.9 

NM 

-2.5 

NM 

-0.6'. 

Louisi  ina-Pacific 

528.7 

30 

2184.7 

28 

41.1 

367 

176.9 

216 

7.8 

2.2 

13,0 

22 

3.2( 

Weyeihaeuser 

2337.0 

10 

9218.7 

6 

85.3 

NM 

372.0 

NM 

3.7 

NM 

10,3 

23 

1,8: 

Willamette  Industries 

596.7 

10 

2372.4 

18 

13.2 

-13 

81.6 

78 

2.2 

2.8 

7,0 

27 

1.5; 
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BraaiHHtiaiBiinMaBiw 


OMPANY  SALES  PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

... 

SMIL 

S  MIL 

/. 

S  MIL 

1 2-3 1 

219 

SHARE 

APER 

ROUP  COMPOSITE 

13339.6 

5 

53343.3 

5 

-290.5 

NM 

783.9 

-43 

NM 

1.0 

2.8 

48 

0.72 

O  WOtG  F 

398.9 

22 

1493.9 

16 

-20.9 

NM 

-92.9 

NM 

NM 

0.5 

-1 1 .3 

NM 

-2.64 

hampion  International 

1237.4 

2 

4926.5 

3 

-28.9 

NM 

13.9 

-66 

NM 

0.9 

0.4 

NM 

-0.15 

hesapeake 

212.8 

4 

888.4 

6 

1.3 

-77 

14.4 

-7 

0.6 

2.8 

3.9 

35 

0.63 

onsolidated  Papers 

232.2 

14 

904.2 

4 

9.8 

-54 

50.4 

-45 

4.2 

10.5 

5.5 

34 

1.15 

art  Howard 

285.7 

4 

1 151.4 

1 

-28.0 

NM 

-69.4 

NM 

NM 

NM 

NM 

NA 

-1 1.84 

iternationai  Paper 

3400.0 

6 

13620.0 

7 

-176  0 

NM 

142.0 

-64 

NM 

2.1 

2.2 

54 

1.17 

ames  River  Corp.  of  Virginia 

1 141.7 

3 

4728.2 

4 

-121.4 

NM 

-122.1 

NM 

NM 

0.7 

-9.0 

NM 

-1.82 

imberly-Clark 

1809.3 

5 

7091.1 

5 

-55.8 

NM 

345.0 

-32 

NM 

8.0 

12.7 

26 

2.15 

lanville 

578,9 

15 

2223  8 

10 

16  9 

NM 

47.5 

NM 

2  9 

NM 

8,1 

43 

0.22 

lead 

1  135.1 

4 

4703.2 

3 

17.1 

-6 

37.6 

-50 

1.5 

1.7 

2.5 

68 

0.63 

otiatch 

323.6 

6 

1326.6 

7 

105 

-35 

78.9 

41 

3.3 

5.3 

8.3 

18 

2.71 

cott  Paper 

1225.4 

0 

4886.2 

4 

44.8 

NM 

167.2 

NM 

3.7 

NM 

8.3 

16 

2.26 

nion  Camp 

744.3 

0 

3064.4 

3 

7.3 

-64 

35.4 

-72 

1,0 

2.7 

1.8 

89 

0.51 

/estvaco  (2) 

614.5 

2 

2335.6 

2 

32,9 

-31 

135,9 

-1 

5.3 

7.9 

7.6 

17 

2  06 

•UBLISHING  &  BROADCASTING 

IDUSTRY  COMPOSITE 

14648.8 

7 

52034.1 

6 

838.3 

10 

2666.6 

21 

5.7 

5.6 

7.6 

40 

1.09 

ROADCASTING 

ROUP  COMPOSITE 

2859.5 

11 

9555.5 

5 

179.5 

21 

550.0 

31 

6.3 

5.8 

13.0 

35 

1.28 

apital  Cities/ABC 

1642  1 

5 

5344.1 

-1 

137.9 

3 

389.3 

4 

8.4 

8.6 

10.1 

21 

23.45 

lultimedia 

167.4 

17 

576  8 

10 

19.2 

32 

60.5 

25 

1  1.5 

10.2 

NM 

21 

1.61 

jrner  Broadcasting  System 

538.5 

34 

1769  9 

20 

10.7 

-62 

34.1 

-21 

2.0 

7,0 

NM 

NM 

0.13 

iacom 

5 11. 6 

10 

1864.7 

9 

1 1.7 

NM 

66.1 

NM 

2  3 

NM 

9.0 

72 

0.55 

UBLISHING 

ROUP  COMPOSITE 

11789.3 

6 

42478.7 

6 

658.8 

8 

2116.6 

19 

5.6 

5.5 

6.5 

41 

1.03 

ow  Jones 

476.1 

4 

1817.9 

5 

29.8 

748 

1 18.4 

64 

6.3 

0.8 

8.1 

25 

1,17 

un  &  Bradstreet 

1288.2 

2 

4750.7 

2 

176.5 

15 

553.5 

9 

13.7 

12.2 

24.6 

18 

3.10 

'Onnett 

935.1 

4 

3469.0 

3 

1 14.2 

18 

345.7 

15 

12.2 

10.8 

21.0 

21 

2.40 

night-Ridder 

618.7 

4 

2329.5 

3 

43.6 

-6 

146.1 

1 1 

7.0 

7.8 

11.6 

23 

2.65 

IcGraw-Hill 

578.7 

2 

2050.5 

6 

44.7 

-1 

153.2 

3 

7.7 

8.0 

15.3 

19 

3.13 

teredith  (6) 

190.1 

7 

734.5 

2 

4.7 

3 

1.7 

-92 

2.5 

2.6 

0.6 

NM 

0.13 

lew  York  Times 

468.2 

3 

1773.5 

4 

-3.7 

NM 

-1 1.3 

NM 

NM 

7.6 

-1.1 

NM 

-0.14 

eader's  Digest  Association  (6) 

806.7 

13 

2810.7 

14 

71.4 

14 

256.8 

16 

8.8 

8.8 

28.2 

23 

2.14 

cholastic  (7) 

191.9 

13 

518.3 

15 

21.2 

40 

19.5 

46 

1 1.0 

8.9 

15,4 

26 

1.35 

cripps  (E.W.) 

328.2 

-7 

1263  4 

-3 

60.5 

143 

106.3 

65 

18.4 

7.0 

15.2 

19 

1.43 

ime  Warner 

3721.0 

10 

13070.0 

9 

68.0 

51 

86.0 

NM 

1.8 

1.3 

-6.6 

NM 

-1.46 

imes  Mirror 

1010.6 

4 

3702.0 

2 

-61.7 

NM 

56.8 

-31 

NM 

NM 

3.0 

73 

0.44 

-ibune 

553.1 

5 

2108.6 

3 

42.0 

29 

136.6 

-4 

7.6 

6,2 

21.7 

28 

1.82 

/ashington  Post 

393.8 

7 

1450  9 

5 

34.8 

-26 

127.8 

8 

8.8 

12.8 

13.2 

22 

10.80 

/estern  Publishing  Group  (11) 

228.9" 

20 

629.2 

20 

12  9 

5 

19.6 

166 

5.7 

6.4 

8.7 

18 

0.90 

iERVICE  INDUSTRIES 

IDUSTRY  COMPOSITE 

20832.0 

13 

77707.0 

11 

828.1 

27 

3264.3 

35 

4.0 

3.5 

14.7 

21 

1.37 

ONSTRUCTION  &  ENGINEERING 

ROUP  COMPOSITE 

5090.3 

14 

18506.9 

4 

101.8 

-39 

354.4 

-5 

2.0 

3.7 

11.5 

24 

1.27 

G&G 

689  2 

8 

2788.8 

4 

25.9 

9 

87.8 

8 

3  8 

3.7 

19.4 

15 

1.56 

luor  (2) 

1832.8 

12 

6600.7 

0 

28.2 

-40 

135.3 

-12 

1.5 

2  9 

15.4 

27 

1  65 

aster  Wheeler 

768.0 

39 

2494.8 

25 

13.4 

8 

45.5 

5 

1.7 

2.2 

8.3 

23 

1.28 

acobs  Engineering  Group  (3) 

284.9 

12 

1 137.7 

11 

6.7 

17 

27.6 

29 

2,3 

2.3 

18.9 

24 

1.15 

IcDermott  International  (9) 

848.7 

2 

3200.1 

-9 

20.8 

-71 

44.9 

17 

2,4 

8.5 

6.4 

28 

0.87 

torrison  Knudsen 

666.7" 

24 

2284.9 

13 

6.9 

20 

13.4 

-62 

1.0 

1.1 

3.7 

47 

0.44 

IDUSTRIAL  DISTRIBUTION 

ROUP  COMPOSITE 

5521.7 

18 

21118.4 

18 

199.9 

21 

708.6 

32 

3.6 

3.5 

12.9 

22 

1.36 

idams  Resources  &  Energy 

168.9 

442 

550.1 

359 

0,1 

-90 

1.3 

-26 

0.0 

2.4 

14.3 

15 

0.32 

,rrow  Electronics 

453.4 

31 

1621  5 

55 

16  1 

107 

50.2 

479 

3.6 

2.2 

13.7 

17 

1.81 

.vnet  (6) 

526.8 

27 

1991.0 

18 

15.5 

32 

60.2 

17 

2.9 

2.8 

7.1 

19 

1.68 

earings  (6) 

198.5 

0 

819.8 

2 

1.8 

361 

0.2 

-96 

0.9 

0.2 

0.1 

NM 

0.02 

isher  Scientific  International 

205.3 

3 

813.8 

7 

7.1 

58 

26.8 

248 

3.5 

2.3 

18.5 

18 

1.66 

Genuine  Parts 

908.0 

8 

3668  8 

7 

62.5 

5 

219.8 

6 

6.9 

7.1 

18.3 

18 

1  92 

ietty  Petroleum  (11) 

208.6 

'26 

974.1 

-19 

-3.9 

NM 

-7.3 

NM 

NM 

NM 

-9.7 

NM 

-0.57 

Grainger  (W.W.) 

598.6 

15 

2364.4 

14 

35.9 

3 

137.2 

7 

6.0 

6.7 

15.0 

21 

2,58 

lall-Mark  Electronics 

176.5 

21 

695.0 

24 

7.1 

345 

21.5 

NM 

4.0 

1.1 

20.8 

10 

2,21 

^aman 

201.2" 

1 

784.7 

1 

4.2 

3 

17.4 

2 

2.1 

2.0 

8  4 

12 

0,95 

tonk-Austin  (6) 

167.5 

-15 

625.1 

NA 

9.2 

3 

28.2 

NA 

5.5 

4.5 

26  3 

10 

1,70 

tffice  Depot 

478.0 

40 

1733.0 

33 

12.2 

82 

37.8 

163 

2.6 

2.0 

10.8 

50 

0,62 

remler  Industrial  (7) 

171.7 

6 

662.6 

5 

22.5 

1 1 

84.1 

15 

13.1 

12.5 

22.1 

28 

0,97 

taples  (11) 

240.4 

50 

806.9 

62 

5.2 

117 

1 1.5 

773 

2.2 

1.5 

5.0 

53 

0,59 

Inlted  Stationers  (4) 

365  3 

48 

1212.3 

27 

5.1 

86 

13.7 

36 

14 

1.1 

6  1 

22 

0,81 

Inivar  (10) 

452.9 

12 

1795.3 

22 

-0.7 

NM 

6.0 

NM 

NM 

0.1 

3.5 

37 

0,31 
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CAI  EC 

HRWrlT9 

MARGINS 

RETURN  ON 

COMMON 

12 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONT' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNItS 

1992 

1991 

1992 

1991 

1992 

1991 

1 992 

1 991 

1992 

1991 

SMIL 

% 

SMIL 

% 

$MIL 

% 

SMIL 

% 

12-31 

219 

SHAI 

(c)  POLLUTION  CONTROL 

CROUP  COMPOSITE 

3613.3 

8 

14233.0 

12 

236.3 

196 

1228.5 

69 

6.5 

2.4 

17.4 

21 

1.3 

Air  &  Water  Technologies  (2) 

208.0 

16 

719.1 

9 

-7.5 

NM 

-10.0 

NM 

0  4 

-4.5 

NM 

-0.4 

Browning-Ferris  Industries  (3) 

848.2 

6 

3334.3 

5 

52.3 

30 

187.6 

320 

3.U 

13.1 

23 

1.1 

Chemical  ^A/aste  Mana^einent 

354  0 

-4 

1518  6 

1  9 

ft  7 

0-/ 

—00 

oo 

2  5 

1 2.9 

3 1 

0.6 

Waste  Management 

2203.1 

10 

8661.0 

15 

182.8 

589 

921.2 

52 

8.3 

1.3 

21.0 

19 

1 ,8 

(dIPRINTING  &  ADViRTISING 

CROUP  COMPOSITE 

2856.8 

6 

10151.0 

9 

182.3 

23 

573.0 

22 

6.4 

5.5 

19.8 

17 

1.7 

ADVO  (3) 

214.4 

15 

815.5 

13 

5,8 

20 

21.5 

10 

2.7 

2.6 

22.0 

23 

1,1 

Banta 

166  9 

13 

637.4 

13 

9.1 

21 

35.7 

26 

5.4 

5. 1 

14.3 

16 

2,6 

Donnelley  (R.  R.)  &  Sons 

1209  3 

6 

4193.1 

7 

73.1 

7 

234.7 

15 

6.0 

6,0 

12.8 

19 

1.5 

Grey  Advertising 

167.1 

5 

564.5 

7 

5.4 

NM 

16.5 

283 

3.2 

NM 

13.8 

10 

13,1 

Interpublic  Group 

534.1** 

2 

1856.0 

11 

46.6 

15 

111.9 

18 

8  7 

7  7 

18.2 

19 

1.5 

Omnicom  Group 

401  0 

7 

1385  2 

1 2 

23  8 

1  R 
1  0 

\  o 

5.9 

5,4 

1  Q  A 

1  / 

Z.J 

Valassis  Communications  (6) 

163.9** 

3 

699.4 

6 

18.5 

46 

87.4 

40 

1 1.3 

8,0 

NM 

9 

2.0 

(e) OTHER  SERVICES 

GROUP  COMPOSITE 

3750.0 

14 

13697.7 

14 

107.9 

16 

399.8 

31 

2.9 

2.8 

10.6 

20 

1.1 

Adio  Services 

21 1.2** 

27 

742.7 

15 

4.6 

84 

12.2 

45 

2.2 

1,5 

6,2 

19 

0.9 

American  BIdg.  Maintenance  (2) 

190.3 

-1 

757.7 

3 

3.8 

2 

12.0 

8 

2.0 

1,9 

1 1.9 

14 

1.4 

Borg-Warner  Security 

435.7 

1 1 

1620.6 

4 

10.6 

19 

65.0 

220 

2.4 

2.3 

9.3 

15 

1.3 

CDI 

218.3 

11 

855.1 

1 1 

0.7 

NM 

3.4 

NM 

0.3 

NM 

3,2 

57 

0.1 

Handleman  (8) 

321.9 

15 

1 108.8 

41 

14.4 

14 

40.8 

64 

4.5 

4.5 

15.1 

13 

1.2 

InaCom 

277  2 

10 

1014.5 

49 

3.9 

74 

10.7 

215 

1.4 

0.9 

1 1.0 

17 

1.2 

Kelly  Services 

477.0 

25 

1722.5 

20 

13.1 

44 

39.2 

2 

2.7 

2.4 

10.8 

30 

1.3 

Olsten 

278  9" 

26 

987.4 

17 

6.7 

55 

21.1 

45 

2.4 

2.0 

1 1.6 

33 

0.8 

PHH  (8) 

498.5 

8 

1987.4 

0 

12.8 

21 

53.6 

16 

2.6 

2.3 

12.5 

13 

3.1 

Pinkerton's 

218.0 

5 

703.7 

10 

5.0 

-5 

8.6 

-32 

2,3 

2,5 

7,3 

19 

1.0 

Safety-Kleen 

251.9 

13 

794.5 

14 

12.6 

-9 

45.3 

-12 

5.0 

6.2 

9.0 

26 

0  7 

Service  Corp.  International 

200.7 

11 

772.5 

20 

24.4 

21 

86.5 

18 

12.2 

11.2 

13.U 

16 

1.1 

Wackenhut 

170.4 

17 

630.3 

10 

-4.6 

NM 

1.1 

-85 

NM 

1.5 

2,4 

98 

0,1 

22  TELECOMMUNICATIONS 

INDUSTRT  COMPOSITE 

51774.5 

4 

197568.0 

3 

4160.1 

91 

16266.4 

57 

8.0 

4.4 

15.0 

18 

2.7( 

(a)  EQUIPMENT  *  SERVICES 

1. 

GROUP  COMPOSITE 

23707.6 

8 

88357.6 

5 

1229.7 

60 

4577.4 

329 

5.2 

3.5 

16.8 

21 

2.1| 

American  Telephone  &  Telegraph 

17504,0 

6 

64904.0 

3 

1000.0 

57 

3807.0 

629 

5,7 

3.9 

20,1 

19 

2.8i 

DSC  Communications 

162.7 

44 

536  3 

16 

13.1 

NM 

1  1.6 

NM 

8.1 

NM 

5,7 

98 

0.2i 

McCaw  Cellular  Communications 

494.2 

30 

1743  3 

28 

-82.5 

NM 

-364.7 

NM 

NM 

NM 

-26,2 

NM 

-2.0  s 

MCI  Communications 

2761.0 

13 

10562.0 

11 

160.0 

11 

609.0 

1  1 

5.8 

5.9 

19,7 

18 

2.n 

Pacific  Telecom 

186.3 

-1 

704.5 

-3 

19.6 

-21 

67.2 

-25 

10.5 

13.2 

11,2 

14 

1 .71 

Scientific-Atlanta  (6) 

186.6 

40 

677.1 

35 

1.4 

-37 

20.0 

NM 

0.8 

1.7 

6,4 

34 

0.5* 

Sprint 

2412.7 

10 

9230.4 

5 

1  18.1 

20 

427.2 

16 

4.9 

4.5 

15.5 

14 

1.9t 

(b)TELEPHONE  COMPANIES 

3.1 

GROUP  COMPOSITE 

28066.9 

1 

109210.3 

2 

2930.4 

109 

11689.0 

26 

10.4 

5.1 

14.4 

16 

Alltel 

538.4 

10 

2092.1 

11 

63  2 

23 

228.6 

15 

1 1.7 

10,4 

17.5 

19 

2.4. 

Ameritech 

2843.1 

4 

11153.0 

3 

335.5 

68 

1346.0 

15 

11.8 

7,3 

19,3 

15 

5.0 

Bell  Atlantic 

3254.2 

3 

12647.0 

1 

3275 

33 

1382.2 

12 

10.1 

7,8 

17,9 

17 

3.2 

BellSouth 

3910.1 

6 

15201.6 

5 

353.4 

-9 

1658.4 

10 

9.0 

10,5 

12.0 

16 

3.3 

Centel 

304.5 

2 

1 191  4 

1 

8.1 

-68 

83.8 

-25 

2.7 

8.6 

6.9 

38 

0,9 

Cincinnati  Bell 

285  2 

5 

1 136.3 

4 

0.6 

-96 

38.9 

-9 

0.2 

6.0 

5.9 

34 

0.55 

GTE 

5133.0 

-2 

19984.0 

2 

517.0 

7 

1787  0 

17 

10.1 

9.2 

14.4 

18 

1.9| 

Nynex 

3308.3 

2 

13155.0 

-1 

324.2 

NM 

131 1.2 

118 

9,8 

NM 

13.7 

14 

6.4? 


Pacific  Telesis  Group 

2499.0 

1 

9935.0 

0 

287.0 

82 

1142.0 

13 

11.5 

6,4 

13  8 

16 

2.8 

Rochester  Telephone 

210.5 

6 

804.0 

13 

20.2 

16 

70.5 

-6 

9.6 

8.8 

117 

18 

2.0 

Southern  New  England  Telecomms.  405.9" 

1 

1614.4 

0 

40.0 

20 

159  2 

30 

9,9 

8  2 

12  9 

14 

2.5 

Southwestern  Bell 

2722.0 

8 

10015.4 

7 

350.0 

1 1 

1301.7 

13 

12.9 

12.5 

14  2 

17 

4.3 

US  West 

2652.8 

-12 

10281.1 

-3 

303.6 

NM 

1 179  4 

113 

1 1.4 

NM 

14.3 

15 

2.8 

23  TRANSPORTATION 


INDUSTRY  COMPOSITE 

29998.4 

5 

117176.6 

6 

223.1 

NM 

390.2 

NM 

0.7 

NM 

0.4 

NM 

0.0' 

(a)AIRLINES 

GROUP  COMPOSITE 

12296.3 

7 

49646.1 

11 

-839.3 

NM 

-2178.8 

NM 

NM 

NM 

-24.0 

NM 

-7.0' 

Alaska  Air  Group 

258  9 

-2 

1  1 15.4 

1 

-44.6 

NM 

-803 

NM 

NM 

NM 

-44.2 

NM 

-6.5; 

America  West  Airlines 

302.0 

-7 

1294  1 

-8 

-17  6 

NM 

-131.8 

NM 

NM 

NM 

NM 

NM 

-5.5 

AMR 

3577.0 

5 

143960 

12 

-200  0 

NM 

-475  0 

NM 

NM 

NM 

-118 

NM 

-6.3 

Delta  Air  Lines  (6) 

2874.5 

10 

1 1579.3 

16 

-126.3 

NM 

-564  8 

NM 

NM 

NM 

-25  7 

NM 

-12,5 

Southwest  Airlines 

447.2 

27 

1685.2 

28 

27.2 

207 

91.0 

238 

6  1 

2.5 

1 1.0 

34 

0,9 

UAL 

3201.9 

10 

12889.7 

11 

-223.9 

NM 

-417,2 

NM 

NM 

NM 

-27.8 

NM 

-17.3 

USAir  Group 

1634.8 

-2 

6686.4 

3 

-254.0 

NM 

-600,8 

NM 

NM 

0.1 

-75.1 

NM 

-13.8 

(b)  RAILROADS 

GROUP  COMPOSITE 

8467.6 

3 

32832.3 

3 

867.6 

NM 

2051.4 

NM 

10.2 

NM 

11.1 

21 

2.2< 

Burlington  Northern 

1196.0 

0 

4630.0 

2 

1 1 1.0 

106 

299.0 

NM 

9.3 

4.5 

17.2 

14 

3.3- 

Chicago  &  North  Western  Holdings  249  1 

1 

985.0 

1 

1.3 

NM 

37.4 

NM 

0.5 

NM 

-14.7 

NM 

-0.5 

Consolidated  Rail 

857.0 

1 

3345.0 

3 

92.0 

NM 

282.0 

NM 

10.7 

NM 

9.8 

17 

3.2 
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COMPANY  SAiES   PROFITS 


MARGINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

iW 

EQUITY 

PRICE- 

MONTHS' 

UUARItR 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

SMIL. 

% 

SMll 

% 

SMIL. 

% 

SMIL 

% 

% 

% 

12J1 

219 

SHARE 

:sx 

2245.0 

-1 

8734.0 

1 

152.0 

NM 

20.0 

NM 

6  8 

NM 

0.7 

NM 

0.19 

<ansas  City  Southern  Industries 

199.0** 

24 

741.4 

22 

17.2 

26 

63.8 

40 

8  6 

8.5 

14.2 

20 

2.87 

Norfolk  Southern 

1173.3** 

6 

46066 

3 

128.2 

NM 

557.7 

NM 

10.9 

NM 

13.2 

16 

3.94 

Santa  Fe  Pacific 

632.2 

1 

2496.4 

6 

173.9 

430 

63.5 

-34 

27.5 

5  3 

6.8 

40 

0.34 

Jnion  Pacific 

1916.0 

6 

7294.0 

4 

192.0 

4 

728.0 

NM 

10.0 

10.2 

16.2 

16 

3  57 

rRANSPORTATION  SERVICES 

(ROUP  COMPOSITE 

4258.1 

4 

16369.2 

3 

90.6 

38 

67.6 

-34 

2.1 

1.6 

1.5 

NM 

0.39 

\ir  Express  International 

174.8 

6 

672.3 

12 

5.0 

14 

18.6 

35 

2.9 

2.7 

30.8 

14 

1.62 

\irborne  Freight 

392.9 

9 

1484.3 

9 

5.5 

-17 

5.2 

-83 

1.4 

1.9 

0.9 

NM 

0.12 

■ederal  Express  (7) 

1964.7 

1 

7610.5 

1 

37.9 

43 

-107.4 

NM 

1.9 

1.4 

-6.5 

NM 

-2.00 

{yder  System 

1333.1 

1 

5191.5 

3 

29.8 

41 

117.9 

79 

2  2 

1.6 

7.9 

21 

1.43 

Trinity  IncJustries  (9) 

392.6 

22 

1410.6 

13 

12.3 

81 

33.3 

44 

3.1 

2.1 

8.8 

28 

1.48 

rRUCKIHG  &  SHIPPING 

IROUP  COMPOSITE 

4976.4 

4 

18339.0 

4 

104.2 

416 

450.0 

45 

2.1 

0.4 

8.8 

20 

1.52 

\lexander  &  Baldwin 

205.9** 

3 

754.4 

1 

20.8 

-24 

76.4 

-14 

10.1 

1 3.6 

1 0.2 

1 4 

1 .65 

Vmerican  President 

669.3** 

0 

2504.8 

2 

10.6 

-12 

78.0 

18 

1 .6 

1 .8 

1 7.0 

9 

4.86 

Arkansas  Best 

240.6 

7 

959.9 

9 

3.7 

NM 

1 8.8 

142 

1 .5 

NM 

1 1.3 

15 

0.99 

Carolina  Freight 

259.3 

5 

801.1 

4 

-6.0 

NM 

-6.2 

NM 

NM 

NM 

-5.2 

NM 

-0.96 

Consolidated  Freightways 

1024.4 

2 

4055.6 

-1 

-14.2 

NM 

-3.7 

NM 

NM 

NM 

-3.1 

NM 

-0.58 

3ATX 

255.1** 

-3 

1019.1 

3 

12.4 

-41 

29.3 

-65 

4.9 

8.0 

2.9 

41 

0.82 

Greyhound  Lines 

165.1 

-7 

681.8 

-7 

5.3 

NM 

10.9 

NM 

3.2 

NM 

21.0 

13 

1.10 

Hunt  (J.  B.)  Transport  Services 

245.6 

23 

912.0 

24 

9.8 

10 

36.9 

25 

4.0 

4.5 

12.9 

21 

1.03 

toodway  Services 

1 134.7 

8 

3577.6 

13 

51.5 

0 

147.4 

16 

4.5 

4.9 

15.0 

18 

3.73 

°NT  Freightways 

217.2 

23 

800.0 

19 

3.8 

136 

21.1 

42 

1.8 

0.9 

9.2 

18 

1.18 

fellow  Freight  System 

559.2 

-3 

2262.7 

-3 

6.5 

355 

41.0 

54 

1.2 

0.2 

8.5 

19 

1.46 

JTiLITIES  &  POWER 

NDUSTRY  COMPOSITE 

51143.4 

6 

194804.6 

3 

4018.8 

52 

18262.2 

19 

7.9 

5.5 

10.7 

15 

2.09 

iLECTRIC,  WATER,  &  COGENERATION 

(ROUP  COMPOSITE 

39238.0 

4 

157235.5 

3 

3350.9 

51 

16704.2 

11 

8.5 

5.9 

10.8 

15 

2.17 

Allegheny  Power  System 

576.3 

1 

2306.7 

1 

53.8 

7 

221.8 

4 

9.3 

8.8 

1 1.2 

14 

3  66 

Vmerican  Electric  Power 

1291,9 

2 

5044.8 

0 

171.1 

33 

527.7 

-4 

13.2 

10.2 

11.1 

14 

2.54 

(oitimore  Gas  &  Electric 

604.1 

1 

2491.3 

1 

42.4 

154 

264.3 

13 

7.0 

2  8 

8.8 

16 

1.63 

(oston  Edison 

359.4 

6 

141 1.8 

4 

14.8 

16 

107.3 

13 

4.1 

3  8 

10.7 

14 

2.10 

Carolina  Power  &  Light 

663.0 

6 

2766.8 

3 

70.8 

20 

379.6 

1 

10.7 

9.5 

14.4 

13 

2.36 

lenterior  Energy 
:entral  &  South  West 

600.3 

2 

2438.3 

-5 

62.9 

-1 1 

276.6 

-7 

10.5 

1 1.9 

7.5 

13 

1.50 

874.0 

12 

331 1.0 

9 

87.0 

38 

404.0 

1 

10.0 

8.1 

13.1 

15 

2.03 

Cincinnati  Gas  &  Electric 

420.4 

6 

1553.4 

2 

45.1 

30 

202.3 

-2 

10.7 

8.8 

10.6 

12 

2.04 

Commonwealth  Edison 

1463.1 

-1 

6026.3 

-4 

105.0 

NM 

514.0 

442 

7.2 

NM 

7.8 

13 

2  08 

Consolidated  Edison  Co.  of  N.Y. 

1478.8 

10 

5932.9 

1 

100.6 

9 

604.1 

7 

6.8 

6.9 

1 1.6 

14 

2.46 

>etroit  Edison 

885.9 

2 

3558.1 

-1 

150.8 

11 

588.0 

4 

17.0 

15.6 

18.3 

9 

3.79 

>ominion  Resources 

893.2** 

-3 

3789.3 

0 

150.9 

55 

490.6 

-4 

16.9 

10.6 

11.0 

15 

2.76 

)Pl 

286.3 

10 

1034.4 

3 

27.6 

49 

148.2 

15 

9.6 

7.1 

13.9 

15 

1.34 

>QE 

282.1 

-3 

1184.6 

-1 

33.6 

9 

150.9 

5 

1 1.9 

10.7 

12.5 

13 

2.67 

)uke  Power 

941.3 

2 

3961.5 

4 

124.3 

24 

508.1 

-13 

13.2 

10.8 

10.9 

17 

2.21 

intergy 

1004.0 

9 

41 16.5 

2 

71.1 

-44 

500.5 

-8 

7.1 

13.8 

10.2 

14 

2.48 

'lorida  Progress 

493.5 

-1 

2095.3 

1 

40.2 

29 

192  4 

1 

8.1 

6.2 

10.1 

17 

2.06 

PL  Group 

jeneral  Public  Utilities 

1268.8 

7 

5193.3 

-1 

1 12.3 

114 

510.9 

22 

8.9 

4.5 

12.3 

15 

2.65 

840.2 

3 

3434.2 

2 

-35.7 

NM 

191.1 

-25 

NM 

0.6 

6.3 

21 

1.38 

}ulf  States  Utilities 

434.8 

5 

1773.4 

4 

12.4 

-38 

133.8 

9 

2.9 

4.9 

4.3 

24 

0.74 

Hawaiian  Electric  Industries 

281.6 

17 

1031.4 

4 

18.1 

9 

68.4 

9 

6.4 

7.0 

1 1.0 

14 

2.54 

Houston  Industries 

1065.6 

-3 

4596.4 

3 

32.7 

-50 

379.8 

-18 

3.1 

5.9 

9.9 

18 

2.63 

llinois  Power 

365.5 

0 

1479.4 

0 

21.0 

22 

122.1 

12 

5.7 

4.7 

6.3 

19 

1.23 

ong  Island  Lighting 

595.9 

4 

2621.8 

3 

34.6 

41 

302.0 

-1 

5.8 

4.3 

10.7 

13 

2.14 

Midwest  Resources 

298.7 

1 1 

1033.3 

1 

13.0 

-28 

46.3 

-40 

4.3 

6.7 

6.3 

22 

0.78 

<lew  England  Electric  System 

566.8 

8 

2181.7 

4 

44.7 

-1 

195.6 

3 

7.9 

8.6 

12.5 

14 

2.85 

ilew  York  State  Electric  &  Gas 

432.1 

1 1 

1691.7 

9 

34.2 

49 

184.0 

9 

7.9 

5.9 

10.3 

14 

2.40 

Niagara  Mohawk  Power 

963.6 

14 

3701.5 

9 

41.8 

19 

256.4 

5 

4.3 

4.1 

9.8 

13 

1  61 

'Jipsco  Industries 

462.6 

8 

1582.4 

3 

51.3 

15 

147.3 

2 

11.1 

104 

12  9 

14 

2  00 

<lortheast  Utilities 

908.5 

26 

3257.7 

18 

68.6 

14 

304.1 

9 

76 

8.3 

1  1.8 

14 

2.02 

Northern  States  Power 

572.1 

7 

2159.5 

-2 

29.9 

-19 

160.9 

-22 

5.2 

6.9 

8.9 

20 

2.31 

}hio  Edison 

577.4 

0 

2332.4 

-1 

66.4 

13 

283.5 

4 

1 1.5 

10.2 

10.5 

15 

1.70 

Sklahoma  Gas  &  Electric 

304.1 

7 

1315.0 

0 

10.6 

-13 

99.7 

-26 

3.5 

4.3 

10.8 

14 

2.42 

'acific  Gas  &  Electric 

2557.8 

-3 

10296.1 

5 

205.8 

-17 

1 170.6 

14 

8.0 

9  4 

13.3 

13 

2.58 

'acifiCorp 

'ennsylvania  Power  &  Light 

867.7 

2 

3242  0 

2 

20.7 

-84 

150.2 

-66 

2.4 

14.9 

-1.8 

42 

0.42 

686.3 

-1 

2744.1 

0 

91.0 

7 

346.7 

0 

13.3 

12.2 

13.1 

15 

2.02 

'hiladelphia  Electric 

983.2 

2 

3962.5 

-1 

153.9 

67 

478.9 

-10 

15.7 

9.5 

10.4 

15 

1.90 

'innacle  West  Capital 

403.1 

32 

1689.6 

15 

26.6 

NM 

182.9 

NM 

6.6 

NM 

10.3 

12 

1.73 

'otomoc  Electric  Power 

331.4 

-8 

1601.6 

-1 

20.7 

-25 

200.8 

-4 

6.3 

7.6 

10.2 

15 

1.66 

'ubiic  Service  Co.  of  Colorado 

505.6 

7 

1862  3 

4 

31.6 

-46 

136.6 

-9 

6.3 

12.3 

1 1.4 

13 

2.16 

'ubiic  Service  Enterprise  Group 
>uget  Sound  Power  &  Light 

1401.8 

11 

5356.8 

5 

100.9 

5 

536.0 

-6 

7.2 

7.6 

10.5 

15 

2.17 

284.9 

12 

1025.0 

7 

40  2 

36 

135.7 

2 

14.1 

1 1.6 

11.7 

13 

2.16 

ion  Diego  Gas  &  Electric 

475.2 

-2 

1870.9 

5 

60.1 

26 

210.7 

1 

12.6 

9.9 

13.9 

15 

1.77 

icona 

280.0 

-1 

1 138.4 

-1 

28.7 

15 

124.1 

-13 

10.2 

8.8 

1 1.1 

16 

2.84 
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COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MOriJ 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

UUAK  ItK 

UUAK 1 CK 

12  MONTHS 

EARNINGS 

EARfiC 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

P 

SMIL 

% 

SMIL, 

% 

SMIL 

% 

SMIL 

% 

% 

% 

12-31 

2-19 

SHE 

ere 

1 939.0 

0 

7968.9 

5 

162.2 

29 

781 .0 

5 

8.4 

6.5 

1  2.4 

14 

3  1 

Southern 

1 868  0 

-1 

8073.0 

0 

1 67.2 

-25 

1058.0 

7 

9.0 

1 1 .9 

13.1 

1  3 

3  ! 

295.8 

3 

1 183.2 

3 

35.4 

8 

152.6' 

3 

ion 

1  £..\J 

15.6 

17 

2  ) 

Texas  Utilities 

1 176.2 

2 

4907.9 

0 

1 10.0 

-2 

737.6 

NM 

9.4 

9.7 

9,4 

16 

2  i 

Union  Electric 

426.5 

2 

2015.1 

-4 

36.9 

157 

302.7 

-6 

8,7 

3.4 

13.2 

14 

2  ! 

UtiliCorp  United 

405.0 

8 

1299.2 

21 

25.6 

-10 

52  9 

-32 

6.3 

7.6 

7.2 

21 

1  ■ 

Western  Resources 

460.2 

35 

1556.2 

34 

39.3 

106 

127.9 

77 

8,5 

5.6 

9.3 

16 

2 

Wheelabrator  Technologies 

420.5 

26 

1483.1 

26 

37.2 

29 

1 76.4 

40 

8,8 

8.6 

1 7.2 

21 

0 

Wisconsin  Energy 

41 3.9 

3 

1551.8 

1 

49,0 

-1 

1 75.6 

-10 

1 1,8 

12  4 

1 1 .0 

1 6 

1  - 

(b)GAS,  OIL,  «  TRANSMISSION 

GROUP  COMPOSITE 

11904.4 

14 

37569.1 

6 

668.0 

55 

155S.0 

383 

5.6 

4.1 

9.4 

20 

1.1 

Arklo 

928  1 

1 1 

2743.8 

1 

8  5 

-58 

6.2 

-62 

0  9 

2.4 

0.1 

NM 

-0, 

MS50CIUTCU  i^uiurai     u ^ 

364  4 

56 

1 059.9 

53 

6,2 

88 

14.5 

67 

1  7 

1 ,/ 

1  .A 

8.3 

27 

1 

Atlanta  Gas  Light  (3) 

334.1 

1  1 

1028.5 

6 

22.1 

4 

56.3 

21 

6.6 

7  1 

1 1.6 

17 

2,. 

Brooklyn  Union  Gas  (3) 

347.3 

13 

1  1 14.8 

12 

40.5 

10 

63.5 

-3 

1 1.7 

12.0 

9.4 

17 

2.. 

Columbia  uas  system 

935  5 

1 8 

2922.0 

1 3 

87.8 

8 

90.9 

NM 

9.4 

10.3 

9.2 

1 3 

1 

Consolidated  Naturol  Gos 

790  3** 

4 

2520  9 

-3 

97.0 

1 

1 95,0 

1  6 

1  Z.J 

1  Z.O 

9,4 

21 

2 

Enron 

2019  9 

24 

6324.7 

14 

105.7 

57 

336.3 

39 

5,2 

4,1 

13.8 

20 

2 

Enserch 

874.5 

10 

2825.5 

0 

-19.0 

NM 

-12.6 

NM 

NM 

0.5 

-4.0 

NM 

-0,' 

MCN 

450.0 

14 

1 438.3 

13 

13.9 

158 

58,1 

60 

3  1 

1.4 

15.9 

14 

2, 

Kl#«fri<«nnl  FiiaI  Arte 

294  0 

8 

941 .5 

8 

25.9 

-4 

59,3 

8 

8.8 

9.9 

9.4 

17 

1 

586.4 

25 

1 61 1 .6 

6 

39,4 

5 

108.3 

0 

6,7 

8.0 

15.6 

14 

3 

Pacific  Enterprises 

878.0 

10 

2912.0 

-4 

37,0 

-21 

142.0 

-18 

4,2 

5.9 

13.4 

13 

1 

Panhandle  Eastern 

697.3 

-1 

2341.9 

-5 

44.5 

47 

188.6 

122 

6.4 

4.3 

13.3 

12 

1, 

Peoples  Energy  (3) 

376.1 

9 

1 126.9 

1 

31.4 

1 

71.9 

0 

8  3 

9.0 

1  1.5 

15 

2 

Sonat 

469.2 

17 

1484.4 

4 

40.9 

211 

101.0 

30 

8.7 

3  3 

8.8 

21 

2 

Transco  Energy 

795.6 

0 

2724.4 

-1 

22.1 

NM 

-49.3 

NM 

2.8 

NM 

-24.4 

NM 

-2 

Williams 

763  6 

23 

2448.1 

17 

64.0 

35 

128.3 

17 

8.4 

7  7 

9,4 

17 

2 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Sooreboard  category  under  which  it  is  listed 


A&P  10c 

Abbott  Loboratories  12d 
Abexl 

ACX  Tedinologies  ISA 
Adams  Resources  21b 
Adio  Services  21e 
Advanced  Micro  9d 
ADVOaid 

Aetna  Life  &  Cosualry  17b 
AFUC  17b 
Ahnr>anson[H.F  117e 
Air  &  Water  Techs.  21c 
Air  Express  Intl.  23c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaska  Air  Group  23ci 
Albeno^ulver6d 
Albertson's  lOc 
A!co  Standard  5 
Alcoa  16a 

AlexaryJer  &  Alexonder  17o 
Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Pov^er  24a 
Allergan  12b 
Alliont  Techsystems  15a 
AlliedSignol  5 
Alltel  22b 
Amax  16a 
Amdahl  18b 
Amerada  Hess  lib 
America  West  23a 
American  Brands  6e 
Americon  Building  21e 
American  Cyanomid  4 
American  Electric  24a 


American  Express  17a 
American  General  17b 
American  Greetings  14d 
Americon  Home  12b 
Amencon  \nti  Group  17b 
Amencan  Medical  12c 
American  National  17b 
Americon  President  23d 
Amencan  Stores  lOc 
Ameritech  22b 
Ametek  9€ 
Amgen  12b 
Amoco  lib 
Amoskeag  15d 
AMP9d 
AMR  23a 

Amsco  International  12d 
Anheuser-Busch  6c 
Aon  17b 

Apple  Computer  18b 
Applied  Motenals  15c 
Arco  Chemicol  4 
Arkansas  Best  23d 
Arklo  24b 
Armco  16b 
Armstrong  WoHd  6b 
Arrow  Electronics  21b 
Arvin  Industries  2b 
Asorco  16c 
Ashland  Coal  11a 
Ashland  Oil  lib 
Assoodfed  Noturd  Gos  24b 
AST  Research  18b 
AT&T  22a 

Atlanta  Gas  Light  24b 
Atlontic  Richfield  lib 
Automatic  Dota  18c 
AutoZone  8 
Avery  Dennison  15a 


Avnet  21b 
Avon  Products  6d 

B 


Boker  Hughes  llc 
Boll  7a 
Bally  Mfg.  14c 
Boltimore  G&E  24a 
Bone  One  3b 
Bancorp  Howaii  3d 
Bonk  of  Boston  3a 
Bank  of  New  York  3a 
BonkAmerico  3d 
Bankers  Trust  3a 
Bon Ponce  3c 
Bonto  21d 
Bord  [C  R112d 
Bomett  Bonks  3c 
Baroid  11c 
Bausch  &  Lomb  12d 
Baxter  International  12d 
BayBonks  3a 
Bear  Steams  17a 
Bearings  21b 
Beckmon  Instnjments  9< 
Becton,  Dickinson  12d 
Bell  &  Howell  18a 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Betz  Laboratories  4 
Beverly  Enterprises  12c 
Block  &  Decker  15b 
Block  (H&R)  17a 
Blockbuster  Ent.  14b 
Blount  15a 


Boatmen's  Bancshares  3b 
Bob  Evans  Forms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  lOb 

Borg-Womer  Security  21e 
Boston  Edison  24a 
Bowater  19b 
Bradiees  8 
Briggs  &  Stratton  15c 
Bristol-Myers  Squibb  12b 
Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown-Forman  6c 
Browning-ferns  21c 
Bruno's  10c 
Brunswick  14d 
Burlington  Coot  Factory  8 
Burlington  Industries  15d 
Burlington  Northern  23b 
Burlington  Resources  lib 

c 


Cabot  4 

Caesars  WoHd  14c 
Caldor  8 

California  Fed-  Bonk  17c 
Compbell  Soup  10b 
Capitol  CiHes/ABC  20a 
Capitol  Holding  17b 
Cardinal  Distribution  12a 
Caremark  IntI  12c 
Carnival  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Corter  Howiey  Hale  8 
Casey's  General  lOc 
Castle  Energy  lib 
Caterpillar  15c 
CBI  Industries  11c 


CDI  21e 
Centel  22b 
Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Ceridion  18c 
Champion  Intl.  10b 
Charming  Shoppes  8 
Charier  Medical  12c 
Chase  Manhattan  3a 
Chemical  Bonking  3a 
Chemical  Woste  21c 
Chesopeake  10b 
Chevron  lib 

Chioogo  &  No  Western  23b 
Chrysler  2a 
Chubb  17b 
Cinannoti  Bell  22b 
Cincinnati  Financial  17b 
Cincinnati  G&E  24a 
Cincinnati  AAilacron  15b 
Circuit  City  Stores  6b 
Circus  Circus  14c 
Citicorp  3a 
Clark  Equipment  15b 
Clorox  6d 
Coostal  lib 
Coca-Cola  6c 
Coco-Colo  Enterprises  6c 
Colgate-Palmolive  6d 
Coltec  Industries  5 
Columbia  Gos  24b 
Comdisco  18c 
Comerico  3b 
Commercial  Metals  16b 
Commodore  Intl.  18b 
Commonweolth  Ed  24a 
Compaq  Computer  18b 
CompuCom  Systems  18a 
CompUSA  18e 


Computer  Associates  l&c 
Computer  Sciences  18c 
Computervision  18c 
ConAgra  lOb 
Cone  Mills  15d 
Conner  Penpherols  18b 
Conseco  17b 
Consolidated  Edison  24a 
Cons,  Freightways23d 
Cons-  Notural  Gas  24b 
Consolidated  Papers  19b 
Consolidated  Rail  23b 
Consolidated  Stores  8 
Continental  Bonk  3b 
Continental  Medicol  12c 
Cooper  Industnes  9a 
Cooper  Tire  &  Rubber  2c 
Coors  (Adolph)  6c 
CoreStotes  Financial  3a 
Coming  15a 
Costco  Wholesale  8 
Countrywide  Credit  17a 
CPC  Intemotionot  10b 
Crone  15a 
Crowford  17a 
Cray  Research  18b 
Crestor  Finanaol  3c 
Crovk^  Cork  &  Seal  7o 
CSX  23b 

cue  International  18a 
CulbroOe 
Cummins  Engine  2b 
Curhce-Burns  Food  10b 
Cyprus  Minerals  16c 

D 


Dona  2b 
Do  no  her  15b 

Dart  Group  5 
Data  General  18b 


Do/ton  Hudson  8 

Eckerd  (Jack)  12a 

Dean  Foods  10b 

Ecolab  6d 

Deere  15c 

Edison  Brothers  8 

Delchamps  10c 

Edwards  (A  G.)  17. 

Dell  Computer  18b 

EG&G  21a 

Delta  Air  Lines  23a 

Eggheod  18o 

Delta  WoodsidelSd 

Electronic  Data  18c 

Deluxe  18a 

Emerson  Electric  9o 

Detroit  Edison  34a 

Engelhard  4 

Dexter  4 

Enron  24b 

Dials 

Enserch  24b 

Diamond  Shamrock  lib 

Entergy  24a 

Dibrell  Brottiers  6e 

Equifax  17a 

Digital  Equipment  18b 

Equitable  17b 

Dillard  8 

Ethyl  4 

Disney  (Wall)  14b 

Exxon  lib 

Dole  Food  10b 

F 

Dollar  General  8 

Dominion  Resources  24a 

F  &  M  DisVibutors  8 

Donnelley  |R.R.)21d 

Family  Dollar  Stores 

Doskodl  lOb 

Fannie  Moe  17a 

Dover  15c 

Fay's  12a 

Dow  Chemical  4 

Federal  Express  23 

Dow  Jones  20fa 

Federal  Paper  Boon 

DPL24a 

Federal-Mogul  2b 

DOE  34a 

Federated  Dept.  Stoi 

Dresser  Industnes  11c 

Ferro  4 

Drug  Emporium  13a 

FHP  International  ia 

DSCCommuns  33a 

Fieldcrest  Cannon  li 

Du  Pont  4 

Fifth  Third  Bancorp  3 

Dulce  Power  24a 

Figgie  Intemotional  I 

Dun  &  Sradstreet  20b 

Finollb 

Duracett  Intemotional  15a 

Fingerhi't8 

DWG15d 

Fir^t  American  Rnl.  1 

E 

First  Bonk  System  31 

First  Brands  15a 

E-Systems  9b 

f  irst  Chicago  3b 

Eagle  Food  Centers  lOc 

First  Data  18c 

Eogle-Picher  Industries 

First  Empire  State  3« 

Eostrrran  Kodak  14d 

First  Fidelity  3a 

Eaton  2b 

First  Financial  Mgmt 

Echlin  2b 
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Introducing  the  affordable  Canon  FAXPHONE  B70 
1  Bubble  Jet'"  facsimile. 

Everything  youVe  ever  wanted  in  a  high  quality 
cut  sheet  plain  paper  fax  is  here.  Only  now,  it's 
affordable. 

The  new  personal  FAXPHONE  B70  offers 
Canon's  patented  Bubble  Jet  technology  with 
360  X  360  dpi  to  give  you  laser  quality  output. 

What's  more,  Canon's  exclusive  UFiQ'"  imaging 

©  1991  ( .in„n  USA.  Ini,  Hnmc  ( )llkr  Pr„Jutl<  Itamnii. 
.Ont  Cancir         I  jkt  Suiu-ss.      1 1042 
Canor  jnj  1-AXI'HONK  .irc  registered  trademarks  i.l  t  .inun.  Inc 
Bublilc  jet  and  IIHQ  ate  tfadctliarks  (if  Canon,  Ini 


technology  lets  you  send  text  and  multi-toned  graphics 
that  are  virtually  indistinguishable  from  the  original. 

And  with  its  unique,  upright  design,  it  takes  up 
very  little  space. 

So  whether  you  do  business  from  your  home  or 
office,  you  can  count  on  the  dependability  of  Canon, 
the  number  one  choice  in  plain  paper  fax. 

For  more  information  on  the  FAXPHONE  B70, 
simply  reach  for  your  phone  and  call  I -800-4321 -HOP 


FAXPHONE  B70  tf^ATIrtn 

BUBBLE  JET  FACSIMILE  ^--^C^  1 1 \j  1 1 
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Hamischfeger  15c 

Kellogg  lOb 

Meredith  20b 

Oryx  Energy  lib 

Reliance  Electric  9a 

Stondard  Register  18a 

First  Interstote  Bancorp  3d 

Horns  9b 

Kellwood  6a 

Mendian  Bancorp  3a 

Outboard  Manne  14d 

Republic  New  York  3a 

Stonhome  6d 

First  of  America  Bonk  3b 

Horsco  15a 

Kelly  Services  21e 

Merisel  18a 

Owens  &  Minor  12d 

Revco  D.  S.  12a 

Stonley  Works  15b 

First  Union  3< 

Hartford  Steam  17b 

Kemper  17b 

Merrill  Lynch  17a 

Owens-Coming  13a 

Reynolds  &  Reynolds  18a 

Staples  21b 

Firstar  3b 

Hartmarx  6a 

Kerr-McGee  lib 

Merry-Go-Round  8 

Owen^ltlinois  7a 

Reynolds  Metals  16a 

State  Street  Boston  3a 

Fisher  Scientific  21b 

Hasbro  14d 

KeyCorp  3a 

Meyer  (Fred)  8 

Oxford  Industries  6a 

Rhone-Poulenc  Rorer  12b 

Stewart  &  Stevenson  15c 

Fisher-Price  14d 

Hawaiian  Electric  24a 

Kimball  Intemationol  6b 

Michigan  Notional  3b 

P 

Richfood  Holdings  lOa 

Stone  Confoiner  7b 

Fleet  Financial  Group  3a 
Fleetwood  Ents  14d 

HCA12C 

KimbeHy-ClarV  19b 
King  WoHd  14b 

MicroAge  18a 
Microsoft  18c 

Riser  Foods  10c 

Stop  &  Shop  lOc 
Storage  Technology  iMl 

Healthtnjst  12c 

Poccar  2a 

Rite  Aid  12a 

Fleming  lOo 

Hechinger  8 

Kmart  8 

Midlantic  3a 

Paafic  Enterprises  24b 

Riverwood  Intemotional  7b 

Strawbridge  &  Clothier  8 

Florido  Progress  24o 

Heilig-Meyers  6b 

Knight-Ridder  20b 

Midwest  Resources  24a 

Pacific  G&E  24a 

fUR  Nabisco  6e 

Student  Loan  Mktg.  17a 

Flowers  Industries  lOfa 

Heinz  (H  J  ]  10b 

Kroger  lOc 

Miller  (Herman)  18a 

Pacific  Telecom  22a 

Roodwoy  Services  23d 

Sun  lib 

Fluor  21a 

Helene  Curtis  Industnes  6d 

L 

Millipore  9c 

Pacific  Telesis  Group  22b 

Rochester  Telephone  22b 

Sun  Microsystems  18b 

FMClSc 

Hercules  4 

Minnesota  Mining  15a 

PacifiCare  Health  12c 

Rockwell  International  5 

SunAmerico  17a 

Food  Ijon  10c 

Hershey  Foods  10b 

Lo-Z-Boy  Choir  6b 

Mitchell  Energy  lib 

PacifiCorp  24a 

Rohm  &  Haas  4 

Sunbeom-Oster  6b 

Foodarama  10c 

Hew^ett-Pockord  18b 

Lofarge  13a 

MNC  Financial  3a 

PoineWebber  Group  17a 

Rohrl 

Sundstrond  1 

Foodmaker  14a 

Hillenbrand  15a 

Lancaster  Colony  10b 

Mobil  lib 

Ponhondle  Eastern  24b 

Rose's  Stores  8 

SunTrust  Banks  3c 

Ford  Motor  2a 

Hillhaven  12c 

Londs'  End  8 

Molex9d 

Paramount  Communs  14b 

Ross  Stores  8 

Super  Food  Services  IOq 

Fort  Howard  19b 

Hills  Department  Stores  8 

Leggett  &  Piatt  6b 

Monk-Austin  21b 

Parker  Hannifin  15a 

Rouse  13b 

Super  Rite  10a 

Foster  Wheeler  21a 

Hilton  Hotels  14c 

Lifetime  12c 

Monsanto  4 

Poyless  Cashways  8 

Rubbermaid  15a 

Supervalu  10a 

Four>dation  Heolth  12< 

Home  Depot  8 

Ully  (Eli)  12b 

Morgan  (J  P  )  3a 

Penn  Central  5 

Ruddick  10c 

Supermarkets  Gen.  lOc 

FoxMeyer  12a 

Home  Shopping  8 

Limited  8 

Morgan  Stanley  17a 

Penn  Traffic  lOc 

Russell  6a 

Syntex12b 

FPL  Group  24a 

HON  Industnes  18a 

Lincoln  Notional  17b 

Morrison  Knudsen  21o 

Penney  [J  C.)8 

Ryder  System  23c 

Sysco  lOa 

Freeport-McMoRon  4 

Honeywell  9c 

Litton  Industnes  9b 

Morrison  Restaurants  14a 

Pennsylvania  Power  24a 

Rykoff-Sexton  lOo 

T 

FreeportMcMoRcn  C&G  16c 
Fruit  of  the  Loom  6a 

Hook-SuperR;(  12a 
Horace  Mann  17b 

bz  Claiborne  6a 

Morton  International  4 

Pennzoil  lib 

Ryland  Group  13b 

s 

Lockheed  1 

Motorola  9b 

PentairISc 

Tom  brands  6d 

Fuller(H  B}4 
Fuqua  Industries  5 

Hormel(Geo  A]10b 

Loews  17o 

Multimedia  20a 

Peoples  Energy  24b 
Pep  Boys  8 

Tandem  Computers  18b 
Tech  Data  18a 

Hom&Hardart8 

Long  Island  Lighting  24a 

Murphy  Oil  lib 

Safeco  17b 

G 

Household  International  5 

Longs  Drug  Stores  12a 

Musidond  Stores  14d 

PepsiCo  6c 

Safeguard  Sdentifics  18c 

Teco  Energy  24a 

Houston  Industnes  24a 

Longview  Fibre  7b 
Loral  9b 

N 

Penni  13b 

Sofety-Kleen  21e 

Tecumseh  Products  13a 

Gannett  20b 

HubbetlOa 

PerkirvElmer  9c 

Safeway  lOc 
Salomon  17a 

Tektronix  9c 

Gap  8 

Hudson  Foods  lOb 

Lotus  Development  18c 

Nocco  industries  llo 

Perry  Drug  Stores  12a 

Teledyne  5 

GATX  23d 

Huffy  14d 

Louisiana  Land  lib 

Naico  Chemical  4 

Pet  lOb 

Son  Diego  G&E  24a 

Temple-Ireland  7b 

Goyiord  Container  7b 

Humano  12c 

Louisiono-Pocific  19a 

Nash  Rnch  lOa 

Petne  Stores  8 

Santa  Fe  Pacific  23b 

Tenneco  5 

Geico  17b 

Hunt  (J  B]23d 

Lowe's  8 

National  City  3b 

Pfizer  12b 

Sara  Lee  10b 

Texaco  lib 

GenCorp  1 

Huntington  Bancshores  3b 

LSI  Logic  9d 

National  Fuel  Gas  24b 

Phelps  Dodge  16c 

Sea  no  24a 

Texas  Instruments  9d 

General  Cinema  5 

1 

LTV  5 

National  Health  Lobs  12c 

PHH  21e 

SCEcorp  24a 

Texas  Utilities  24a 

General  Dynamics  1 
General  Eledric  5 

Lubrizol  4 

National  Intergroup  5 
National  Medical  12c 

Philadelphia  Electnc  24a 

Scheringflough  12b 
Schlumbergerllc 

Textron  5 

IBM  18b 

Lukens  16b 

Philip  Moms6e 

Thiokol  1 

Generol  Instrument  9b 

IBPlOb 

Lyondell  4 

National  Semicond  9d 

Phillips  Petroleum  lib 

Scholastic  20b 

Thomas  &  Betts  9a 

General  Mills  10b 

Illinois  Power  24a 

M 

Notional  Service  9a 

Phillips- Von  Heusen  6a 

Schulmon  (A.)  4 

Thorn  Apple  Valley  10b 

General  Motors  2a 

lll.noisTool  Works  15a 

NationsBank  3c 

PHM  13b 

Schwab  (ChoHes)  17a 

3M15a 

General  Public  Uts,  24a 

IMCFertilizer4 

Macy(R  H  )8 

Navistar  International  2a 

Pilgrim's  Pride  10b 

SCI  Systems  9b 

Time  Worrwr  20b 

General  Re  17b 

Imcera  Group  12d 

Magmc  Copper  16c 

NBD  Bancorp  3b 

Pinkerton's21e 

Sdentific-AHonto  22a 

Times  Mirror  20b 

General  Signal  15c 

Imo  Industnes  9e 

MagneTek  9a 

NCH6d 

Pinnacle  West  24o 

Scott  Paper  19b 

TimkenISc 

Genuine  Parts  21b 

Imperiol  Holly  10b 

Manor  Care  12c 

Neimon  Marcus  Group  8 

Pitney  Bowes  18a 

Scnpps{E  W)20b 

TJX  8 

Georgia  Gulf  4 

InaCom  21e 

Manville  19b 

New  England  Electric  24a 

Pittstonllo 

Seagate  Technology  18b 

TNT  Freightwoys  23d 

Georgio-Pacific  IQa 

lngersoll-Randl5c 

Mapco  lib 

New  York  State  E&G  24a 

PNC  Bonk  3a 

Sears,  Roebuck  8 

Torch  mark  17b 

Gerber  Products  10b 

Ingles  Markets  10c 

Marion  Merrell  Dow  l^k 

New  York  Times  20b 

Polaroid  14d 

Selective  Ins.  Group  17b 

Tosco  lib 

Getty  Petroleum  21b 

Inland  Steel  16b 

Mork  IV  Industries  15a 

Newell  15a 

Potfotch  19b 

Service  Corp  Intl.  21e 

Toys  'R'  Us  8 

Giant  Food  10c 

Integra  Financial  3a 

Marriott  14c 

Niagara  Mohawk  24a 

Potomac  Electnc  24a 

Service  Merchandise  8 

Transamerico  17a 

Gibson  Greetings  14d 

Intel  9d 

Morsh  &  McLennan  17a 

Nicor  24b 

PPG  Industries  13a 

Shaw  Industnes  15d 

Tronsatlontic  Holdings  17b 

Gillette  6d 

Intelligent  Electronics  18a 

Marsh  Supermarkets  lOc 

Nike  6a 

Praxair  4 

Shawmut  Notional  3a 

Tronsco  Energy  24fa 

Glenfed17c 

Interco  6b 

Martin  Marietta  1 

Nipsco  Industries  24o 

Premork  International  5 

Sherwin-Williams  13a 

Travelers  17b 

GM  Hughes  Electronics  9b 

Intergraph  18b 

Masco  6b 

NL  Industnes  4 

Premier  Industnal  21b 

Shoney's14a 

Tribune  20b 

Golden  West  17c 

InteHake  15c 

Masco  Industries  2b 

Nordstrom  8 

Pnce8 

ShopKo  Stores  8 

Trinity  Industries  23c 

Good  Guys  6b 

Internationa!  Flavors  4 

Mattel  14d 

Norfolk  Southern  23b 

Pnmericc  17a 

Signet  Banking  3c 

Trinova  15o 

Goodnch(8  F)4 

Intf,  MulHfoodslOb 

Maxtor  18b 

Nortek 15a 

Procter  &  Gamble  6d 

Silicon  Graphics  18b 

TRW  5 

GoodyearHreS  Rubber 2c 

International  Paper  19b 

Maxus  Energy  lib 

Northeast  Utilities  24a 

Progressive  17b 

Smort  &  Final  lOo 

Tultex  6a 

Grace  (W  R.)4 

Interpublic  Group  21d 

Maxxom  16a 

Northern  States  24a 

Promus  14c 

Smith  (A  O  )  2b 

Turner  13b 

Grainger  {W  W  )  21b 

Interstote  Bakeries  lOb 

May  Deprartment  Stores  8 

Northern  Trust  3b 

Protective  Ljfe  17b 

Smith's  Food  &  Drug  10c 

Turner  Broadcasting  20a 

Great  A&PIOc 

InterTon  6b 

Maytog  6b 

Northrop  1 

Provident  Life  17b 

SmithHeld  Foods  10b 

TW  Holdings  14a 

Great  Lakes  Chemical  4 

ItelS 

McCaw  Cellular  22a 

Norwest  3b 

PS  Co  of  Colorado  24a 

Snop-on  Tools  15b 

20th  Century  inds  17b 

Great  Western  17c 

UTS 

McCormick  10b 

Novell  18c 

Public  Service  Ent.  24a 

Society  3b 

Tyco  Loborotories  15c 

Grey  Advertising  21d 

J 

McDermott  Inti  21a 

Nucor16b 

Puget  Sound  Power  24a 

Sonat24b 

Tyco  Toys  14d 

Greyhound  Ur\es  23d 
Grossman's  8 

McDonald's  14a 

NWNL17b 

Q 

Sonoco  Products  7b 

Tyson  Foods  lOb 

Jacobs  Engineering  21o 
James  River  19b 

McDonnell  Douglas  1 
McGraw-Hill  20b 

Nynex  22b 

Southern  24a 

u 

Grumman  1 

Quaker  Oats  10b 

Southern  New  Eng  Td.  22b 
SouthTnjst  3c 

GTE  22b 

Jomesway  8 
Jefferson-Pilot  17b 

MCI  Communicotions  22a 

o 

Quaker  State  lib 

U  S  Bancorp  3d 

Gulf  States  UHlities24a 

McKesson  12a 

Occidental  Pet.  lib 

Quontum  18b 

Southwest  AiHines  23a 

U  S,  Healthcare  12c 

H 

Johnson  &  Johnson  12d 

MCN24b 

Office  Depot  21b 

Quontum  Chemical  4 

Southwestern  Bell  22b 

U  S,  Shoe  8 

Johnson  Controls  9c 

Mead  19b 

Ogden  5 

Ohio  Casualty  17b 

QVC  Network  8 

Spiegel  8 

Springs  Industries  15d 

U  S.  Surgical  12d 

Hall-Mork  Electronics  21b 

JostenslSa 

Medco  Containment  12a 

R 

UAL  23a 

Halliburton  11c 

Medical  Core  Amer  12c 

Ohio  Edison  24a 

Spnnt  22a 

UJB  FinondaI3a 

Handlemon  21e 

K 

Medtronic  12d 

Oklahoma  G&E  24a 

Ralston  Purina  10b 

SPXISb 

Ultromorllb 

Hanna(M.A)4 

Kaiser  Aluminum  16a 

Mellon  Bank  3a 

0lin4 

Raychem  9a 

St.  Paul  17b 

UnifilSd 

Honnaford  Brothers  lOc 

Komon  21b 

Melville  8 

Olsten  21e 

Raytheon  9b 

Standard  Commercial  6e 

Union  Bank  3d 

HcHey-Davidson  14d 

Kansas  City  Southern  23b 

Mercantile  Stores  8 

Omnicom  Group  21d 

Reader's  Digest  20b 

Standard  Federal  17c 

LJnion  Camp  19b 

Harmon  Intemolional  14d 

Kaufman  &  Brood  13b 

Merck  12b 

Oracle  Systems  18c 

Reebok  Intemationol  6a 

Standard  Products  ^ 

Union  Carbide  4 

Union  Eledric  24a 
Union  Pacific  23b 
Union  Texas  Petrol.  1* 
Unisys  18b 
United  Healthcare  15 
United  Stationery  21fa 
United  Tectinologies  1 
UnitrinlTb 
Univor  21b 
Universal  6e 
Universal  Foods  6c 
Universal  Health  12c 
Unocal  lib 
UNUMITb 
Upjohn  12b 
USWest22b 
USAir  Group  23a 
USF&GITb 
use  13a 
USLife  17b 
UST6e 

USX.Marothon  lib 
USX.U  S.  Steel  16b 
UtiliCorp  United  24a 

V 


Valossis  Communs.  21 
Vatero  Energy  lib 
Volspor  13a 
Value  City  8 
Varion  Associotes  9b 
Vanty  15c 
Venture  Stores  8 
VF6a 
Viocom  20a 
Village  Super  Market  1 
VonslOc 
Vulcan  Materials  13a 

w 


Woban  8 
Wochovia  3c 
Wackenhut  21e 
Wal-Mart  Stores  8 
Walgreen  12a 
Wong  Laboratories  18 
Wamaco  Group  6a 
Wamer-Lombert  12b 
Washington  Post  20b 
Waste  Monogemenf  3 
Weirtan  Steel  16b 
Weis  Markets  lOc 
Wellman  4 
Wells  Fargo  3d 
Wendy" s  International  i 
Western  Digital  18c 
Western  Publishing  20 
Western  Resources  24 
Westinghouse  Electnc ' 
Westvaco  19b 
Weyerhoeusar  19a 
Wheelabrotor  Techs.  3 
Wheel  ingPitt^urgh  U 
Whirlpool  6b 
Whitman  5 
Wllarrotte  Industries  1* 
Williams  24b 
Winn-Dixie  Stores  lOc 
Wisconsin  Energy  24c 
Witco4 
Woolworth  8 
Worthington  Inds.  1 
Wrigley  (Wm.)Jr.l 

X,Y,Z 


Xerox  18b 
Yellow  Freight  23d 
York  International  13a  | 
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CORPORATE  SCOREBOil 


HOW  To  SUCCEED 
IN  BUSINESS 


PRODUCE  A  WINNING  PRODUCT. 

stablish  the  highest  editorial  standards.  Then  it's  no 
jrprise  when  the  awards  roll  in.  From  the  Overseas 
ress  Club.   From  the 
/ashinglon  Journalism 
eview.  And  Business  Week 
as  won  5  National  Magazine 
.wards  — including  the 
992  Award  for  its  Single- 
opic  Issue,  The  Quality 
yiperiitive . 


.TTRACT  AND  KEEP  MORE  CUSTOMERS 
HAN  THE  COMPETITION. 

s  the  only  business  magazine  with  a  paid  worldwide 
rculation  over  1  million.  Business  Week  is  the  magazine 
lore  business  people  turn  to  for  business  news  and  analysis. 


\.«HOff/y 


MVEST  IN  TALENT  AND  RESOURCES 

O  CREATE  VALUE  FOR  YOUR  PRODUCT. 

^ith  24  news  bureaus  worldwide.  Business  Week 
elds  a  staff  of  more  than  200  reporters  and  editors, 
'ur  readers  get  foreign  business  news  and  inter- 
retation  in  context:  from  inside  the  cultures  and 
;onomies  where  the  news  has  its  initial  impact. 


FIGURE  OUT  WHERE  THE  MARKET'S 
GROWING,  AND  GET  THERE  FAST. 

Business  Week's  intemational  edition 
and  its  4  local-language  editions 
are  good  examples.  In  1986,  we 
pioneered  Business  Week/China. 
In  1 990,  we  became  the  first  major 
American  magazine  to  publish  a 
Russian-language  edition  in  the 
Soviet  Union.  And  BusinessWeek's 
Hungarian  and 
Polish  editions 
serve  the  emerging 
East  European 
economies. 


BPEMJl 
6EPE)Ki1HBbix 


LEVERAGE  YOUR  STRENGTHS 
TO  BENEFIT  YOUR  CUSTOMERS. 

With  our  broad  management  reach 
more  than  7  million  readers  a 
week —  Business  Week  can 
effectively  target  audience 
segments.  In  1993,  we  will  offer 
advertisers  29  different  geographic 
buys  and  2  demographic  editions. 


RECOGNIZE  AND  MEET  THE  NEEDS 
IN  THE  MARKETPLACE. 

Business  Week  allows  our  advertisers  to  customize  their 
audience  contacts.  Through  Executive  Conferences, we 
join  with  coiporate  co-sponsors  to  bring  together  senior 
executives  for  symposia  throughout  the  United  States,  in 
Europe,  and  in  Asia.  Through  our  Strategic 
Programs  division,  we  work  with  advertisers 
to  develop  special  sections  and  undertake 
custom  publishing  projects  and  events. 

DR  HENRY  KISSINGER  SPEAKING  AT  1992  BUSINESS  WEEK 
SYMPOSIUM  OF  CHIEF  EXECUTIVE  OFFICERS 


BUSINESS  WEEK  ATTRACTS  MORE  ADVERTISING  DOLLARS 

AND  MORE  PAID  CIRCULATION  THAN  ANY  OTHER 
BUSINESS  MAGAZINE  IN  THE  WORLD.  THAT'S  SUCCESS. 
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)  1993  McGraw-Hill,  Inc. 
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rst  I  i    college  economics  1 

textbook  published  for  the  1 

emerging  free  mari<et  | 

system  of  the  new  Russia.  j 

Shepard's  Federal  Estate  Tax  Software 

At  McGraw-Hill,being  first 
is  almost  second  nature. 


The  iHst  satellite-deliverod 


price  and  news  system 


tailored  to  the  $l()0-billion 


natural  gas  industry. 
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The  first  worldwide 


securities  identification  system 
on  CD-ROM  laser  disk. 
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Standard  &  Poor's  CUSIP ISID-CD 


The  Multimedia  Encyclopedia  of  Mammaliaii  Biology  on  CD-ROM 


At  l^Qraw-Hill,  being  first 
is  sdftiost  second  nature. 


The  first  multimedia  learning 
system  integrated  with  a 
public  television  series  for  the 
study  of  Spanish. 
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The  first  real-time  Japanese 
bond  and  money  market 


analysis  for  financial 
professionals  worldwide. 
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Electronics 


POWER  IN 
YOUR  PAUH 


When  they  were 
introduc-ed  to  con- 
sumer's back 
in  handheld 
electronic  organiz- 
er's could  do  little 
moi'e  than  store 
telephone  numbers 
and  daily  "to  do" 
lists.    Their  tiny 
keypads,  limited 
memor'y,  and  bare- 
ly   legil)le  li(|uid- 
crystal  displays 
made  therii  imprac- 
tical     for'  more 
sophisticated  op- 
er'ations.  | 

The  pocket-size 
organizers  have 
come  a  long  way 
since  those  days. 
Some  machines  now 
offer'  word  pi'ocess- 
ing,  spr'eadsheets, 
and  othei'  high-pow- 
ered functions.  And 
although  they'r'e  not 
(piite  in  the  category 
of  so-called  palmtop 
computer's,  which  can 
use  the  same  softwar'e 
as  HIM  I'Cs,  the  new 
or'ganizer's  ar'c  mor't 
computer'- fi'ienrlly.  Spe 
cial  softwar'e  allow; 
them  to  shar'e  stor'ei 
data  with  any  IHM-com 
patible  PC  through  .i 
connecting  wir'e.  Oui 
model  even  tr'ansmits 
via  intVar-ed  light,  much 
like  a  r\'  r'emote  contr'ol. 
BEEP  BEEP.  What's  r:ior-e, 
a  fimction  that  lets  you  take 
onscr'een  notes  offers  glimpses 
of  the  powerful  Per'sonal  Dig- 
ital Assistants,  oi'  (pi)As),  ex- 
pected to  be  available  later' 
this  year'.  Instead  of  pecking 
away  at  a  tiny  keyboar'd,  PDA 
u.ser's  will  be  able  to  wr'ite  out 
commands.  In  this  way  they 
can  car'r'y  out  a  var'iety  of 
tasks,  such  as  sending  faxes 
and  electr'onic  mail,  and  in- 


ter'pr'eting  yoirr  handwr'iting 
to  cr'eate  printed  memos. 

Of  cour'se,  if  you  just  want 
an  electronic  diary  that  does 
nothing  more  complex  than 
beep  to  r'emind  you  of  an  irii- 
por'tant  date,  you  need  spend 
as  little  as  $50.  If  you  want 
spi'eacLsheets  or  PC  compatibil- 
ity or'  r'eal  computing  power', 
expect  to  pay  at  least  $200. 


Among  the  simjilei'  and 
less  costly  of  the  upper'-end 
pr-odircts  is  the  DM2]t)0  Note- 
book Or'ganizer  from  Royal 
Consrrmer'  Birsiness  Pr'oducts, 
a  division  of  Olivetti  Office 
USA.  The  unit,  which  lists  for 
$;300  but  can  be  had  for'  one- 
thir'd  less  at  fliscount  stores, 
has  more  than  24  functions, 


such  as  an  expe: 
manager  and 
electronic  ledger  t 
keeps  tr'ack  of  che 
book  balances.  Bu 
doesn't  offer  the  v 
satility  and  compl 
ity  of  certain  un 
from  Sharp  and  ( 
sio,  which  togetl 
hold  the  lion's  shi 
of  the  electronic  or; 
nizer  mar'ket. 

For  instance,  ( 
sio's  $450  SF-R20,  1 
top  of  its  Executi 
Business  Or-gani; 
Schedule  Syst( 
(BOSS)  line,  comes  w 
a  Lucid  3-D  spres 
sheet  built  in.  Li 
similar  spreadsh( 
pr'ograms  found 
lar'ger'  and  pricier  P 
Lucid  allows  owners 
do  soi^histicated  calci 
tions  sirch  as  ledger 
counting  or  financ 
analysis  involving  co 
plex  formulas.  Nurnb( 
cr'unched  thr'ough  Lu( 
can  be  shared  with  t 
l)opular  Lotus 
spr'eadsheet  progi'am  : 
Cs. 

The  state-of-the-ar-t 
digital  or-ganizers  is  t 
(550  Wizard  OZ-96 
from  Sharp.  This  lat( 
Wizar'fl  model  also  focr 
es  on  a  task  that  w 
typically  left  to  larg 
notebook  PCs:  word  pi 
cessing.  Its  word  proc( 
sor  can  pi'oduce  short  li 
ters  or'  memos  with  fo 
type  styles.  You  can  even  pi 
view  what  the  printed  paj 
will  look  like  on  the  L( 
screen— a  feature  typical 
found  in  desktop  publishing 
However,  the  Wizard's  lii 
ited  memory— only  256  kil 
bytes,  compared  with  a  not 
book  PC's  2,000— means  y( 
can't  write  anything  of  gre 
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igth.  sun,  it's  a  leap  al)ove 
3vious  Wizards,  which  at 
3t  allowed  simple  outlines 
i  unstructured  memos. 
Some  of  the  new  organizers 
n't  limit  the  owners  to 
!lt-in  functions.  Both  Casio's 
-R2()  and  Sharp's  Wizard 
-9t)()()  accept  memory  cards 
it  provide  extra  file  stor- 
j  or  contain  software  pro- 
ms, such  as  a  spell-checker 
i  language  translator.  The 
'ds  can  also  be  a  means  to 
1  extra  hardware,  such  as  a 
dem  oi-  other  commu- 
ations  devices, 
r  ADVANTAGE.  Build- 
;  such  sophisticated 
ictions  into  such  a 
all  package  under- 
;s  for  many  users  the 
itral  limitation  of  the 
m:  tiny,  hard-to-use 
^boards.  In  some  elec- 
nic  datebooks,  keys 
■ve  multiple  functions 
it  require  cumber- 
ne  keystrokes  or 
nbinations  of  keys, 
fortunately,  most  or- 
lizers  still  must  rely 
tiny  keys  to  keep  the 
t  size  small  enough 
fit  in  a  pocket.  But 
arp  seems  to  have 
■  most  innovative  so- 
ion  to  cramped  and 
ifusing  keyboards, 
tipler  to  use  and 
re  appealing  to  look 
Sharp's  OZ-9600  is 
lipped  with  a  touch- 
isitive  screen  and  a 
•aphical  user  inter- 
e."  Like  Microsoft's 
ndows,  the  program 
!S  small  pictures,  or 
as,  on  the  LCD  screen 
represent  functions, 
jching  a  picture  of  a 
ck,  for  instance, 
ickly  brings  up  the 
16.  By  moving  more  func- 
as  onto  the  screen,  Wizard 
s  able  to  make  the  OZ-960() 
fs  about  75%  the  size  of 
.ndard  typewriter  keys— 
ich  larger  than  those  on 
ler  organizers. 
The  touch-sensitive  screen 
es  the  (  )Z-960()  another  dis- 
ctive  feature:  pen  input, 
en  though  the  keyboard  is 
'  largest  of  any  organizers, 
arp  figures  it  is  still  too 
all  for  certain  jobs.  A 
rapbook"  function  and  a 


plastic  stylus  allow  owners  to 
write  directly  on  the  screen, 
which  makes  it  easy  to  take 
down  (juick  notes  or  draw 
sketches  and  store  them.  For 
example,  instead  of  just  hav- 
ing an  address  of  a  client's 
Iniilding,  you  could  keep  a 
rough  sketch  of  a  map  to 
show  how  to  get  there.  Sharj) 
is  working  on  technology  that 
will  take  this  one  step  fur- 
ther, allowing  users  to  store 
photos  and  computer  graph- 
ics as  well. 


infrared  receiver,  due  out  lat- 
er this  year,  will  allow  PCs 
and  computer  printers  to  re- 
ceive information  from  the 
Wizard  as  well. 

However,  some  of  Sharp's 
rivals  are  quick  to  point  out 
that  while  the  OZ-9600  has 
some  PDA-like  features,  it  is 
far  from  a  PDA.  One  impor- 
tant feature  that  PDAs  will 
have  over  electronic  organiz- 
ers is  handwriting  recognition. 
Although  the  OZ-9600  will 
store  your  handwritten  re- 


A  FISTFUL  OF  HANDHELDS 


Product 

Price' 

Features 

ELECTRONIC  ORGANIZERS 

SHARP  WIZARD 
OZ-9600 

$650 

targe  keyboard;  plastic  pen  lets  you  jot 
down  notes;  can  transmit  files  to  similar 
units  via  infrared  rays;  will  soon  be  able 
to  store  photos  and  computer  graphics 

CASIO  BOSS 
SF-R20 

450 

Built-in  spreadsheet  program;  accepts 
memory  cards  that  give  it  extra  functions, 
such  as  spell-checker  and  expense  tracking 

ROYAL  DM2160 

300 

24  functions  include  electronic  ledger  for 
checkbook  management;  currency  and 
metric  converter 

PALMTOP  COMPUTERS 

HEWLETT-PACKARD 
95LX 

800 

Built-in  totus  1-2-3  spreadsheet  program; 
memory-card  slot  compatible  with  those  on 
laptop  computers;  1  megabyte  of  memory 

ATARI  PORTFOLIO 

300 

Address  directory  that  automatically  dials 
phone  numbers;  uses  IBM  DOS  software 
so  you  can  transfer  files  to  and  from  a  PC 

PERSONAL  DIGITAL  ASSISTANTS 

(Coming  later  this  year) 

APPLE  HEWTOH 

Under 

$1,000 

Pen-based;  lets  you  write  commands; 
easy-to-use  software  will  allow  owners 
to  send  and  receive  faxes;  future  ver 
sions  mightuse  cellular  transmission  ^ 

CASIO/TAHDY 
ZOOMER 

Under 

$700 

Pen-based;  handwriting  recognition;  JH 
icon  programming;  will  connect  to  JM 
on-line  information  services  B^m 

'  Suggested  relail 

DATA;  BUSINESS  WEEK  .^MK 

on  a  PDA  called  Zoomer  that 
will  offer  access  to  America 
Online,  a  computer  informa- 
tion service  that  ncjrmally  re- 
(juires  a  P<'  and  phone  line. 
I"\iture  versions  of  PDAs  might 
use  cellular  transmission. 
CARD  SWAP.  Somewhere  be- 
tween the  most  i)owerful  or- 
ganizers and  the  forthcoming 
PDAs  is  another  category  of 
handheld  devices  called  palm- 
top computers.  While  they  of- 
ten feature  organizer-like 
functions  such  as  appointment 
reminders  and  an  ad- 
dress data  base,  palm- 
tops are  much  more 
general-purpose  ma- 
chines. Hewlett- 
Packard's  95LX  and 
Atari's  Portfolio  run  spe- 
cial versions  of  the  basic 
IBM  software,  DOS,  which 
allows  the  machines  to 
share  files  with  PCs 
more  easily  than  elec- 
tronic organizers  can. 
What's  more,  some 
palmtops  such  as  the 
95LX  use  the  same 
types  of  memory  cards 
found  in  notebook  and 
laptop  I'('s,  so  you  can 
transfer  information  l)y 
just  swapping  cards. 

While  palmtop  com- 
jniters  and  PDAs  are  tak- 
ing miniaturization  to 
new  extremes,  the 
Sharp  and  Casi(j  lines— 
with  more  than  40  mod- 
els between  them— offer 
a  fair,  albeit  limited, 
amount,  of  comput- 


Further  blurring  the  line 
between  Sharp's  latest  Wiz- 
ard and  PDAs  is  the  wireless 
communication  feature.  Like 
other  electronic  organizers, 
the  OZ-9600  can  share  infor- 
mation in  its  memory  with 
other  9600s  or  PCs.  But  in- 
stead of  using  a  cable,  the 
OZ-9600  transmits  information 
via  infrared  light  waves.  To 
send  data  between  9600s, 
owners  merely  point  the  de- 
vices at  each  other  and  press 
a  "send"  button.  A  separate 


minder  to  "call 
Mom,"  it  will  not 
understand  that  as 
a  command  to  find 
Mom's  phone  num- 
l)er  in  its  directory 
and  dial  it. 

PDAs  will  also 
have  much  greater 
communication  capabilities. 
Ai)ple's  PDA,  code-named 
Newton,  will  allow  owners  to 
send  and  receive  faxes  over 
a  telejjhone  line.  Casio,  in  con- 
jucLion  with  Tandy,  is  wor-king 


ASIO'S 
SF-R20  DOES  COfii 
LEDGER  ACCOUNTING 


ing  i)Ower.  But  as  the  tech- 
nol(jgy  continues  to  improve, 
many  people  may  discover 
that  they  will  be  carrying 
their  main  PC  in  their 
pocket.  Paul  Eng 
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Planning 


IN  CASE  OF  FIRE 
OR  THEFT- 
KEEP  A  LIST 


This  is  one  chore  you 
don't  want  to  put  oft'  un- 
til disaster  strikes.  If 
you  come  home  to  find  the 
place  ransacked— or  not  there 
at  all,  as  Hurricane  Andrew 
victims  (lid— you'll  l)e  ^]i\d  you 
made  an  inventory  of  your 
possessions.  Even  a  simple  list 
of  items  and  theii"  value  can 
make  the  difference  l)etween 
a  (luick  claim  recovery  and  an 
insurance  nightmare. 

Most  homeowner's  policies 
supply  you  with  a  checklist 
for  your  l)elongings.  For  a 
more  oi'ganized  tracking  sys- 
tem, you  can  buy  software  for 
your  personal  computer.  Per- 
sonal Record  Keeper  (Nolo 
Press;  $49.95)  is  a  comi)lete 
package  for  IBM-compatible 
PCS  or  Macintosh  computers 
that  includes  electronic  forms 


for  wills,  taxes,  securities,  and 
inventory-taking.  MyTreas- 
ures  (MySoftware;  $i4.95)  is 
an  inventory  ])rogram  only, 
for  IBM  compatibles. 

Personal  Record  Keepei-  or- 
ganizes possessions  by  cate- 
gory—furniture, appliances, 
collectibles,  etc.  It  has  room 
for  descriptions  and  asks  such 
cjuestions  as:  Did  you  buy  the 
item,  inherit  it,  or  receive  it 
as  a  gift?  Where  is  it  located? 
How  much  did  it  cost?  What's 
the  replacement  value? 
WORTH  1,000  WORDS.  Wheth 
er  you  choose  the  high-tech 
route  or  prefer  a  handwritten 
list,  you  first  need  to  grab  a 
notepad  and  start  walking. 
Go  through  each  room 
and  closet  methodically 
jotting  down  all  items  worth 
more  than  $25.  Think  like  an 
insurance  agent  oi'  i)olice  offi- 
cer. Note  the  makes,  models, 
and  serial  numbers.  Save 
sales  receipts,  esj^ecially  for 
big-ticket  items. 

( )nce  you've  got  a  paper  or 
computer  file,  it's  time  for  the 
camera.  Taking  clear,  color 
pictures  makes  it  easier  for 
claims  agents  to  vei'ify  value. 


Making  a  video  is  even  l)et- 
ter.  Remember  to  update 
your  list  and  the  photo  record 
as  soon  as  possilile  after  ac- 
quiring something  new.  Did 
you  upgrade  yom-  computer? 
Get  an  expensive  lamj)?  Buy  a 
pearl  necklace? 

Although  you  don't  get  any 
breaks  on  your  insurance  pre- 
miums for  making  an  inven- 
tory, the  cost  and  time  spent 


are  well  worth  it.  "A  rohl 
or  natural  disaster  is  a  t 
matic  time  for  people," 
Mary  DiLeo,  a  spokeswo: 
for  Aetna  Life  &  Casus 
"They  aren't  focusing  on 
little  details,  and  having 
up-to-date  inventory  m£ 
everything  go  a  lot  smo 
er."  .Just  make  sure  you  s 
it  in  a  safe  place— other  t 
your  home.        Julie  Tilt 


ere's  an  easy  way  to  in- 
duce nausea  on  Wall 
Street:  Say  the  words 
"health  care."  You  name  it, 
these  stocks— drug  compa- 
nies, biotech  startups,  and 
health-care-service  companies 
alike— have  been  hurt  by  fear 
of  the  Clinton  Administra- 
tion's impending  health-care 
jirogram.  But  contrai"ians  are 
betting  that  there  are  gems 
among  the  wreckage. 

Stock  pickers  are  avoiding 
health-care-service  companies, 
such  as  nursing  home  opera- 
tor Beverly  Enterprises,  in 
the  view  that  these  stocks 
will  remain  troubled 
as  the  Clinton  plan 
takes  shape.  But  they 
are  taking  a  sharp 
look  at  companies  like- 
ly to  cash  in  from 
cost-containment.  "Any 
company  that  can 
save  money  or  get 
someone  out  of  the 
hospital  a  day  earlier 
is  going  to  thrive  in 
this  new  environ- 
ment," observes  Evan 
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Smart  Money 

HEALTH-CARE  STOCKS 
THAT  MAY  THRIVE 


Sturza,  editor  of  Sturza's 
Medical  hivestnieiit  Letter  in 
New  York. 

Mail-oi'der  pharmaceuticals 
are  one  especially  promising 
sector  of  the  health  biz.  Hos- 
pitals and  employee-benefit 
plans  are  cutting  costs  by 
buying  directly  from  drug 
sujjpliers.  Of  mail-order  com- 


SOME  COMPANIES 
ANALYSTS  LIKE 


Company                            Stock  Prke 

Mar,  2, 1993 

Prite-earnings 
rotio 

CHRONIMED  10^ 

61 

DATASCOPE  19 

34 

HEART  TECHNOLOGY  18 

N/A* 

MEDICAL  CARE  AMERICA  19^ 

18 

SYSTEMED  6 

60 

UIVRA  25'^ 

17 

*Hol  applkoble 

DATA,  WAU  STREET  ANALYSTS,  BRIDGE  INEORMATION  SYSTEMS  INC 

panies  cashing  in  on  this 
trend,  the  best-known  is 
Medco  Containment  Servic- 
es. But  less  famous  compa- 
nies may  offer  better  values. 
Sturza  likes  SysteMed  in  La- 
guna  Hills,  Calif.,  which  ca- 
ters to  small  and  midsize 
businesses.  SysteMed's  prof- 
its have  been  under  pressure 
becau.se  of  a  one-time 
loss  from  the  closing 
of  a  facility  in  Ireland, 
but  otherwise  its  pros- 
pects look  fine. 

•Jim  Steiner,  a 
health-stock  analyst  at 
Dain  Bosworth,  is 
bullish  on  Chronimed, 
a  Minneaj)olis  mail-or- 
der drug  distributor 
that's  getting  a  grow- 
ing clientele  among 
"third-party  payers," 


insurers  and  health-main 
nance  organizations.  S; 
Steiner:  "You're  going 
see  third-party  payers  p 
viding  patients  in  bulk 
Chronimed." 
GOOD  BUY.  Companies  s 
cializing  in  home  health  a 
and  ambulatory  surgery- 
patient  centers  that  i 
cheaper  than  hospitals— i 
also  likely  to  do  well.  Steii 
likes  Medical  Care  Amer 
and  Vivra,  which  operate  s 
gery  centers.  The  sto( 
have  languished  in  recc 
months,  and  Steiner  belie\ 
they  are  a  good  buy  at  pri 
earnings  ratios  of  18  and 
respectively. 

Generic  drug  compan 
are  worth  a  second  look, 
are  makers  of  medical  de\ 
es  that  reduce  hospital  sta 
Sturza's  picks:  Datascoi' 
which  makes  a  prcxluct  aiii- 
at  plugging  vascular  pui 
tures,  and  Heart  Technold: 
whose  Rotablator  cle; 
clogged  arteries  — and  ci 
the  number  of  coronary  1 
pass  operations.   Gary  H  V 


PERSONAL  BU; 


USE  A  UTTIE  RESTRAINT 
WITH  VDUR  WPS. 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on  the  road,  that  place  is  buckled  in  their 
)wn  safety  belts,  and  firmly  Do  this,  and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 

YOU  COULD  LEARN  A  LOT  FROM  A  DUMMY 
BUCKLE  YOUR  SAFETY  BELT. 

WkI  a  Public  Service  ol  US  Departmcnl 

'^5  TuisPubiicaiion  ^P^g  information,  call  Ihe  Aitbag  &  Child  Safety  Hotline  800-424-9393  (in  the  U  S )  or  202-366-0123  (m  Washington,  D  C.)  oi Transportation 
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Take  a  year ... 
to  make  a  difference. 


If  you're  interested  in  an  opportunity  to 
work  in  the  White  House  and  deal  one- 
on-one  with  America's  leaders,  take  a 
close  look  at  the  White  House  Fellowships. 

■White  House  Fellows  are  a  select  group 
of  men  and  women  who  take  a  year  off 
early  in  their  careers  to  serve  as  paid 
assistants  to  the  President.  Vice-President, 
or  cabinet-level  officials. 

They  are  people  of  exceptional  abilities, 
strong  motivation  and  a  desire  to  serve 
their  country. 

■White  House  Fellows  have  gone  on  to 
become  leaders  in  many  fields  ...  business. 


politics,  science  and  the  arts.  And  they  al! 
agree  on  one  thing:  Their  year  as  a  Fellow 
changed  their  lives. 

If  it  often  seems  as  though  you  have  to 
choose  between  helping  others,  and 
helping  yourself — here's  a  chance  to  do 
both.  As  a  White  House  Fellow,  you  can 
serve  America  while  learning  skills  you  wll 
use  your  entire  life. 

And  instead  of  just  reading  about  work 
events,  you  can  help  shape  them. 

Call  (202)  395-4522  for  a  brochure, 
application  and  the  opportunity  of  a 
lifetime. 


THE  WHITE  HOUSE  FELLOWSHIPS 
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iex  to  Companies 

dex  gives  the  starting  page  for  a  story  or  fea- 
ith  a  significant  reference  to  o  company.  Most 
iaries  are  indexed  under  their  own  names, 
anies  listed  only  in  tables  ore  not  included^ 
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International  96 
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Gannett  7 
GE  32 

General  Dynomics  65 
General  Mills  68 
GM  7,32,47,65,68,83,100 
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Lorry  H,  Meyer  &  Associates  26 

Lazord  Freres  68 

Lens  68,74 
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Lockheed  68,93 
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Rand  78 

RAS  Securities  90 
RCA  32 
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Renault  49 

Revelation  Technologies  96 
RJR  Nabisco  41 
Rowe  Price  Fleming 

International  74 
Royal  Consumer  Business 

Products  128 
RWE  74 


Manor  Core  68 
Maxwell  Communications  74 
McCann  Erickson  Worldwide  84 
McDonald's  7 

McDonnell  Douglas  30,  41,  134 
Medco  Containment  Services  130 
Medical  Core  America  130 
Merck  130 
Microsoft  7,  96 
Miramax  Film  38 
MMS  International  24 
Morgan  Stanley  100 
Motorola  96 


Salomon  68 
SAP  98 

SCP  Publications  93 
Seoly  68 
Seais  68,  100 
Shonlro  New  York  36 
Sharp  128 
Siemens  74 

Sierra  Pacific  Resouices  89 
Sillcox  74 
Sony  84,  90,  94 
Stenograph  90 

Sumitomo  Bank  Capitol 
Markets  36 

Sybase  96 

Syntex  89 

SysteMed  130 

T 


Notional  Identification  Systems  84 
Notional  Westminster  Bank  41 
Notionole  Nederlonden  74 
NotWest  Securities  32 
NBC  32,65 
NEC  93,94 
Nestle  74 
News  65 

Nicole  Millei  34 

Nikko  Securities  87 

NMB  Postbank  74 

Nomura  Securities  74,  87 

Noifolk  Southern  7 

Northwest  Airlines  41 

Novell  96 

NYNEX  36 


Hawaiian  Electric  Industiies  26 
Heart  Technology  130 
Heinz  (H  J  )  31,  52 
Hewlett  Pockard  128 
Hitachi  93,94 
Hughes  Aircraft  65 


T  Rowe  Price  Dividend  Growth 

Fund  89 
Tandy  128 

Tele-Communications  7 
Teledonmork  74 
Tenneco  68 
Texaco  83 

Thocher  ProfFilt  8.  Wood  36 

Thomson  49 

Time  Warner  7,  90 

Toshiba  93 

Tug  Fork  Land  83 

Turner  96 

Twentieth  Century  Fund  68 
TXO  Productions  83 


Okason  Internotional  America  36 
Oklohomo  Gas  8.  Electric  89 
Olivetti  128 
Oppenheimei  87 
Oracle  96 


UAP  49 

United  Airlines  30,98 
United  American  Heolthcon 
Upiohn  89 
USX  83,90 


IBM  7,65,68,89,94,96,100, 
128 

Ice  Copodes  41 

Idemitsu  Koson  94 

Imperial  Chemical  Industries  74 

IMRS  96 

Informix  96 

Intel  7 


Paramount  Communications  32, 

38,  84 
Pentor  54 
PeopleSolt  96,98 
PepisCo  41,84 
Phor  Mor  68 
Philip  Morns  52,  100 

Polly  Peck  International  74 

Postel  Investment  Management  74 

Powersoft  98 

Primerico  31 

Procter  8.  Gamble  52,  54,  84 
Progress  Soflwore  96 
Prudential  Securities  34,  52 


Valley  National  41 
Vanguard  Group  26,  68,  90 
VeryFine  7 
Vivro  130 
Volkswagen  47 

w 


Wogons-Lits  74 

Wol-Mort  100 

Walt  Disney  31 

Wainer-Lombert  52 

Weil  Gotshol  8.  Manges  68 

Wellington  Management  68,  90 

Westergaard  Research  90 

Westinghouse  7,  68 

WPP  Group  74 


Yomoichi  International  87 
Young  &  Rubicam  54 


National 
Stuttering 
Awareness 
Week 

MAY  10^16 


Legendary  star  of  the 
Chicago  Bulls  Boh  Love, 
who  personally  overcame 
a  speech  impediment, 
leads  the  1993  campaign 
to  educate  the  public 
about  stuttering  with  a 
message  of  help  and  hope. 


HI 


Fur  mure  inturmation,  write: 

Stuttering 
foundation 
OF  America 


A  Nim-Prij/it  Orj;(.iiii;iitiun 
Since  1947  - 
Helfiinj;  Those  Whu  Stutter 

no  Box  11749  •  Memphis,  TN  38111-074^ 
1-800-992-9392 
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THE  1993  BUSINESS  WEEK  EXECUTIVE  PROGRAMS 


Minds  O™ 
World  MmiRS 


Every  year,  Business  Week 
Executive  Programs  brings  together 

the  leaders  from  business, 
government,  and  academia  to  tackle 
today's  most  pressing  issues. 


til/ 


JANUARY  28  THROUGH  30 
The  Western  Roiuidtable  of  Cliief  Executive  Office 

at  the  Phoenix  (3pen,  Scottsdale,  Arizona 

FEBRUARY  11  THROUGH  1-4 
The  1993  Presidents'  Forum 

at  the  Boll  Hope  Chiysler  Classic,  Indian  Wells,  California 

APRIL  15  THROUGH  T 
The  1993  Forum  of  Chief  Financial  Officers 

at  the  PGA  Seniors  Championship,  Palm  Beach,  Florida 

MAY  S  THROUGH  6 
Tlie  Future  of  World  Conmiunications 

at  McGrawTiill  Worid  Headquarters,  Neu  York.  New  York 

jUNF  28  THROUGH  29 
Retliiiikiiig  the  Computer 

at  the  Hotel  .Macklowe,  New  York.  New  York 

.SEPTEMBER  20  THROUGH  22 
The  1 993  Asia  Symposium  of  Cliief  Executives 

Shanghai,  China 

SEPTEMBER  22  THROUGH  23 
Information  Hifjhways 

at  McGraw-Hill  Worid  Headquarters,  New  York,  Ne^'  York 

OCTOBER  20  THROUGH  22 
The  1993  Symposium  of  Chief  Executive  Officers" 

Washington.  D.C 


NOVE.MBER  4  THROUGH  S 
The  1993  European  Roiimllahle  of  Chief  Executivi  j 

Paris,  France  n 


For  information  about  corporate  .sponsor.ship,  plea.se  contact: 
William  H.  DeGraff  Director  of  Sales,  .Strategic  Programs 


NOVEMBER  (DATE  TO  BE  DETERMINED) 
The  1993  Health  Care  Summit 

Washington,  D.C. 

212.512.6012 
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Money  market  fund 
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a  on  this  page  are  as  of  market  close  Wednesday,  Mar  3,  1993,  unless  otherwise  indicated  Mar.  2  Mutual  fund  returns  are  as  of  Feb.  26  Relative  portfolios  are  valued  as  of  Mar  2  A  more 
/  groups  include  S&P  500  companies  only,  performance  ond  share  prices  are  as  of  market  close        detailed  explanotioc   r  this  page  is  available  on  request 
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TOUGH  TALK  ON  TRADE 


^flB  all  it  the  new  Doctrine  of  Comparable  Action  or  call  it 
the  old  notion  of  reciprocity,  but  no  matter  what  the 
name,  it  translates  into  a  tou^'her  trade  policy  for  the 
Clinton  Administration  (page  30).  If  this  doctrine  means  us- 
ing a  little  American  muscle  to  open  up  restricted  markets 
overseas  for  U.  S.  exports,  we're  all  for  it.  But  if  DCA  comes 
to  stand  for  "Don't  Come  to  America"  for  foreign  goods  and 
services,  it's  plain  old  protectionism,  and  it  stinks. 

In  his  Feb.  26  address  on  trade  at  American  University, 
President  Clinton  made  clear  that  his  Administration's  foreign 
policy  focus  was  aimed  at  boosting  the  international  economy, 
and  the  way  to  do  that  was  to  open  up  global  markets.  The 
President  said  he  preferred  negotiations,  but  if  that  didn't 
work,  he  warned,  the  U.  S.  would  resort  to  retaliation  against 
unfair  trade  practices.  In  cases  where  trading  partners  re- 
fused to  stop  such  practices,  he  said,  the  U.  S.  would  respond 
in  kind.  Talk  of  retaliation,  of  coui'se,  makes  the  Japanese  and 
Europeans  extremely  nervous.  Yet,  given  the  recent  drift  of 
world  trade  into  regional  blocs  and  toward  the  prolifera- 
tion of  new  barriers,  Clinton  may  have  little  choice.  To  give 
muscle  to  the  Administration's  drive  to  open  up  foreign 
markets.  Congress  should  send  Clinton  a  new  Super  301 
bill,  which  would  require  the  White  House  to  retaliate 
against  unfair  trading  partners  who  don't  mend  their  ways. 

Tokyo  will  bristle,  but  for  all  the  controversy  that  surroui 
ed  the  lapsed  law  (co-sponsored  by  Treasury  Secreta 
Lloyd  M.  Bentsen  when  he  was  Senate  Finance  Committ 
chairman),  it  scored  modest  successes  in  its  brief  teni 
from  1989  to  1990,  opening  markets  in  Korea,  Taiwan,  a 
Brazil.  In  addition,  Carla  A.  Hills,  President  Bush's  al 
Trade  Representative,  was  never  so  successful  as  when  s 
set  firm  deadlines  for  retaliation  against  the  Japanese  : 
their  closed  markets  in  satellites  and  wood  products.  T 
Japanese  quickly  compromised. 

The  fear  is  that  a  Doctrine  of  Comparable  Action  mij 
lead  to  the  unwise  doling  out  of  subsidies  in  the  U.  S.  to  p 
tect  local  industries  or  to  tariffs  on  imports.  The  noisy  le 
of  angst  over  Boeing  Co.  by  the  Clinton  Administration 
worrisome.  Even  some  Boeing  and  McDonnell  Douglas  Co 
officials  are  privately  nervous  they  may  lose  more  than  tli 
gain  from  an  overly  aggressive  Washington  stance  on  Eu 
pean  subsidies  to  Airbus  Industrie. 

Having  offered  a  credible  deficit-reduction  plan  that  a 
stresses  retraining  and  public  investment  at  home,  Clint 
can  now  press  U.  S.  trading  partners  harder  to  meet  th 
own  responsibilities.  But  with  the  carrot  comes  the  stick.  1 
ing  it  to  open  up  overseas  markets  while  not  triggering 
trade  war  will  be  one  of  President  Clinton's  great  challeng 

DRUG  PRICES:  RENEGOTIATE  THE  DEAL 

|^p|he  crying  game  is  an  apt  description  of  the  melodrama 

^B^now  being  played  out  on  the  Washington  stage,  with 
H  both  the  Clinton  Administration  and  the  pharmaceuti- 
cal industry  crying  foul,  feeling  betrayed,  and  acting  deeply 
wounded  (page  78).  The  performances  could  simply  be  dis- 
missed as  bad  soap  opera,  were  it  not  for  the  importance  of 
the  issue  at  the  heart  of  the  dispute— drug  prices  and  the 
need  to  curtail  soaring  health-care  costs. 

The  White  House  and  the  Democratic  Congress  are  pub- 
licly castigating  the  drug  companies  for  greed.  They  say 
they  can  prove  that,  despite  strong  promises  to  show  re- 
straint, the  pharmaceutical  industry  raised  drug  prices  far 
above  inflation  last  year.  Amid  whispers  of  price  controls,  the 
President  declared:  "We  cannot  have  profits  at  the  expense 
of  our  children,"  in  language  that  was  a  lot  rougher  than  the 
words  John  F.  Kennedy  used  to  beat  up  on  Big  Steel  three 
decades  ago.  Drugmakers  say  the  Clintonites  are  demonizing 
them  for  political  points.  They  say  they  had  a  deal  to  keep 
prices  within  the  consumer  price  index  before  getting 
attacked  and  humiliated. 

So  what's  really  going  on?  We  know  that  the  larger  drug 
companies,  speaking  for  the  industry,  did  strike  a  bargain 
with  some  members  of  the  Clinton  transition  team.  They 
promised,  as  they  had  to  Congress  earlier  in  the  year,  to 
keep  average  drug  prices  from  increasing  faster  than  the  rate 
of  inflation.  In  return,  the  Clinton  people  said  that,  once  in  of- 

fice,  they  wouldn't  single  drugmakers  out  for  price  contn 
much  less  public  bashing. 

Unfortunately,  it  appears  that  the  two  sides  spoke  p 
each  other  by  using  two  different  drug-price  measures.  1 
Administration  and  Congress  chose  to  look  at  wholesale 
prices,  the  prices  charged  to  local  pharmacies.  These, 
fact,  did  jump  far  in  excess  of  the  CPI.  But  the  drug  com 
nies  want  everyone  to  look  at  the  average  price,  which 
eludes  the  sharply  lower  discounts  negotiated  by  heal 
maintenance  organizations  as  well  as  the  much  higher 
prices.  They  argue  that  this  average  price  for  drugs  was 
low  the  CPI,  and  therefore  they  are  good  guys,  not  I 
guys. 

Our  advice  is  to  end  the  histrionics  and  renegotiate  ' 
deal.  The  pharmaceutical  industry  is  one  of  America's  m 
competitive  global  powerhouses,  and  Washington  should  s 
making  political  hay  by  beating  up  on  it.  The  drug  com 
nies,  in  turn,  should  keep  all  prices  within  the  CPI  for 
next  two  or  three  years,  the  time  it  will  take  to  get  mana^ 
competition  in  health  care  off  the  ground.  Experience  she 
that  bargaining  with  large  managed  health  plans  low 
drug  prices  dramatically.  As  more  people  come  under  m 
aged-care  plans,  the  industry's  gravy  train— charging  hig' 
prices  for  individuals  who  lack  the  buying  clout  of  groups 
eventually  going  to  come  to  a  dead  stop.  Best  learn  to  livt 
that  new  reality  now. 
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We've 

installecl 

a  new 
power  line. 


The  1994  Full-Size  Dodge  Ram  Van.  We're  not  just  talking  about  a 
serious  work  truck  here.  We're  talking  a  whole  line  of  work  trucks 
that's  like  nothing  else  on  the  road  or  on  the  job. 


Ram  Van  109.6"  wheelbase 


Ram  Van  127.6"  wheelbase 


Ram  Max/van .127.6"  wheelbasm; 


Ram  Van  starts  off  with  more  standard  horsepower  than 
vans  from  Ford,  Chevy  or  GMC.  And  our  available  360  cubic  inch, 
5.9  liter  Magnum  V-8  outpowers  their  comparable  V-8s  with  an 
impressive  230  horsepower  and  325  Ibs-f  t  of  torque. 

But  Magnum  power  is  just  the  beginning.  With  up  to  304.5 
cubic  feet  of  cargo  capacity,  you  get  more  maximum  interior 
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Anfl  since  we 
know  how  much  kids 
enjoy  playing  musical 
chairs,  we  designed 
our  QUEST  TRAC~ 
Flexible  Seating  System 
to  be  reconfigured 
up  to  24  different  ways!^ 
In  fact,  you  can  re- 
move  the  second  row 
^^--'■'■mmiJ.Jl^m^^^K^^    ^nd  by  simply  flip- 
ping a  lever  you  can 
slide  the  third  row 
into  five  different 
positions  along  the 
QLIESTTRAC. 

Which  means 
with  the  new  Nissan 
Quest  a  parent  can 
finally  sit  back  and 
relax  until,  that  is, 
your  kids  start  mak- 
ing faces  at  the  car 
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Tiics  is  so  complete     rors  are  nestled  in       children  as  well.  ond  row  even  has  its  Qiiest 

A  second  row  of      own  set**  of  air  con-  aw-i^m 
luxurious  captain's        ditioning  controls,  It's  time  to 

chaii"s**  is  provided        headphone  jacks  expect  more  from 

to  keep  your  kids  and  audio  controls.  a  minivan: 


tMrseal  belts.  *G\E  modfl  **(}jjli<iiuil  im  C,XE  vwdel  'O/iliantil  on  XE  motki,  standard  on  GXE.  ^GXKiihth  optumal  2nd-row  captaini  chain. 


IVIOUS 

to  tne  explodin 
SUPERNOVAS  atove,  an 


s 


AST 


engineer  s 


C^Ao  lier  PC. 


I  'nderstand  it's  n^t  that  luir  people  siiftcM'  from  a  lack  of  free  time.  Its  just  that  thev  would 
rather  spend  their  free  time  perfectinj^  I'Cs.  Obsessive?  Perhaps.  Hut  it's  from  this  commit- 
ment that  (Hir  latest  hii;h-perftirmance  system  was  born.  Our  Premmia '  computer  is  the 

■fcj   lesult  t")f  customer  research  that  we  conduct  worldwide  to  find  out 

% 

I  exactly  what  people  want  in  a  PC.  As  a  result,  it  boasts  a  local  bus  design 


that  delix'ers  outstanding  \'ideo  performance.  In  shttrt,  a  PC  that's  per- 
-  •-' — '''-'It^/'^'^'  ^/M      feet  for  t(Klay's  —  and  future  —  Windows  applications.  The  Premmia 


s\stem  is  just  one  ot  the  least^ns  that  businesses  in  tn'er  100  ciumti  ies  Knik  to  us  ft 


PC  based  siilutions.  And  with  results  like  that,  we  honestly  ck^i't  mind  missing  a  streaking 
ciimet  or  twxx  Discowr  how  oui  obsession  can  meet  vour  PC  needs.  Call  800-87b-4AST 


/isr  compuTER 

The  Product  Of  Our  Obsession. 


)  ,  1S7  R,-,niu  h.  In,  All  rinlil'.  rnirml  .  1S7. .  I.SV  t«.),jrr  nx'i'.u-rnl  lr,i,l,  m,irlf.  amU  n  mnn,!  n  ,i  n,i,l,m,iri.-  0/ ,  \y;  Rfwinli.  In. 


P  R  E  M  M  I  A 


POWER 

Intel  486SX/?3,  486DX/33, 
4860X2/50  or  486DX2/66  micro- 
proceaor  Internal  cache.  Up  to  512KB 
second-level  cache  available. 


SPEED 

Local  bus  video,  with 
1MB  memory  supporting  full 

?2-bit,  486  operation. 
Optional  2MB  delivers  64'bit 
video  performance. 


FLEXIBLE 

Five  EISA  slots.  Five  drive  bays 
Up  to  128MB  memory 
Optional  modules  providing 
networking,  SCSI  and  audio 
enhancements. 


UPGRADABLE 

Flash  BIOS  jor  "service  free" 
upgrades;  Intel  Pentium'"  processor 
and  OverDrive™  Ready. 


SECURE 

Multiple  password  levels, 
port  locking,  asset  management,  and 
patent-pending  Walk-n-Lock  -  which 
invokes  password  protection  after 
a  period  of  inactivity. 


VISION 

Parks  Astronomical  Telescope 
with  an  equatorial  mount  and  80mm 
refractor  All  optional,  of  course. 


m  luuiemurki  ami  ihe  Itih-I  InmU-  log,,  is  „  repHer,;!  lr,i,trm,<rk  „t  lnl,-l  C„rp„r„t„,n  .Ml  „lh,r  ,T,i,l,m„rks  ,m-  tlu-  pr„p,rty  ,>t  llwir  respeiWe  oumers. 
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PRODUCTION 

Chonge  from  last  week  -0.3% 
Change  from  last  year:  2  7% 

190  


1967=100  (four-week  moving  overage) 


LEADING 

change  from  last  week:  0-1% 
Change  from  last  year:  4  8% 

225  
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220.7 


220. 
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183  5 


210. 


1992 
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1992 


1992 
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220.4r 
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1992 


Feb. 
1993 


The  production  index  felt  in  tfie  week  ended  Feb  27.  On  a  seasonally  adjusted 
basis,  truck,  and  crude-oil  refining  production  dropped  wfiile  paper  and  paperboard 
output  were  unchonged  from  the  previous  week.  Output  levels  of  steel,  autos,  electric 
power,  coal,  lumber,  and  rail-freight  traffic  all  increased  Before  calculation  of  the 
four-week  moving  average,  the  index  rose  to  184.2  from  183  1  For  the  month  of 
February,  the  index  wos  little  changed  at  183,  from  183,1  in  Januory 

BW  production  mde-  copyr.ghl  1993  by  McGrow-Hill  Inc 


The  leading  index  increased  slightly  during  the  week  ended  Feb.  27.  Lowi 
bond  yields,  higher  stock  prices,  a  drop  in  the  number  of  business  failures,  or 
improved  growth  rotes  for  materiols  prices  and  M2  all  indicate  stronger  growth 
the  economy.  The  change  in  real  estate  loans  deteriorated  in  the  week.  Befoi 
calculation  of  the  four-week  moving  overage,  the  index  rose  to  220.3  from  220.  If 
index  stood  at  220.7  in  February  vs.  220.8  in  the  month  of  January, 

Leading  mdex  copyright  1  993  by  Center  for  Inlernationol  Business  Cycle  Research 


CmiMiEinniSH 


lotest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (3/6)thous.  of  net  tons 

1,772 

1,866# 

-0  8 

AUTOS  (3/6)  units 

1 18,623 

131,342r# 

0.1 

TRUCKS  (3/61  units 

99,760 

93,343r# 

33.6 

ELECTRIC  POWER  (3/6|  millions  of  kilowott-fiours 

58,334 

60,999# 

1  1.2 

CRUDE-OIL  REFINING  (3/6)thous  ofbbl./day 

12,861 

12,861# 

4.8 

COAL  (2/27)thous.  of  net  tons 

18,570# 

17,870 

-3.0 

PAPERBOARD  (2/27)  thous.  of  tons 

836.0# 

829  5r 

0.3 

PAPER  (2/27)  thous,  of  tons 

792.0# 

785. Or 

4.9 

LUMBER  (2/27)  millions  of  ft. 

497.4# 

465.2 

-4  2 

RAIL  FREIGHT  (2/27)  billions  of  ton-miles 

20. 6# 

19.9 

-1.9 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA  ,  SFPA",  Association 
of  American  Railroads 

rOREIGH  EXCHANGE  1 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/10) 

118 

117 

133 

GERMAN  MARK  (3/10) 

1.67 

1.64 

1  67 

BRITISH  POUND  (3/10) 

1.43 

1.45 

1.71 

FRENCH  FRANC  (3/10) 

5.65 

5  57 

5  66 

CANADIAN  DOLLAR  (3/10) 

1  25 

1.25 

1  20 

SWISS  FRANC  (3/10) 

1.54 

1.52 

1.51 

MEXICAN  PESO  (3/io) 

3.099 

3.074 

3.084 

Sources:  Major  New  York  banks  Currencies  expressed 
pound  expressed  m  dollars 

n  units  per  U.S.  dollar,  exce 

3t  for  British 

PRICES  4 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/10)  S/troyoz. 

326.100 

329.550 

-6.6 

STEEL  SCRAP  (3/9)  #1  heavy,  S/lon 

108.50 

1  10.00 

20.6 

FOODSTUFFS  (3/8)  index,  1967=100 

200.1 

201  1 

-2  6 

COPPER  (3/6)  c/lb 

99  0 

103.0 

-7.4 

ALUMINUM  (3/6)  c/lb 

54.5 

56.0 

-9  6 

WHEAT  (3/6)  #2  hard,  $/bu. 

3.68 

3  68 

-13.0 

COTTON  (3/6)  strict  low  middling  1 -1 /I  6  in  ,  C/lb 

56  17 

56  52 

9.2 

Sources:  London  Wednesday  finol  setting,  Chicago  market.  Commodity  Research  Bureau,  Mefa/s 
Week,  Kansas  City  market,  Memphis  market 

LEADING  INDICATORS 


latest 
week 


Week 
ago 


%  Chai 
year  ( 


STOCK  PRICES  (3/51S&P500 


446.52 


439.33 


CORPORATE  BOND  YIELD,  Aaa  (3/5) 


7.56% 


7.61% 


INDUSTRIAL  MATERIALS  PRICES  (3/5) 


100.0 


100.5 


BUSINESS  FAILURES  (2/26) 

370 

401 

-11 

REAL  ESTATE  LOANS  (2/24)  billions 

$397.5 

$398.4 

r. 

MONEY  SUPPLY,  M2  (2/22)  billions 

$3,439.6 

$3,438.4 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/20)  thous. 

351 

325 

-1' 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  D 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonc 
data  on  business  failures  and  real  estate  loons 

m  &  Br 
ally  adji 

MONTHLY  ECONOMIC  INDICATORS 

latest 
month 

Month 
ago 

%  Choi 
year  i 

BUSINESS  WEEK  PRODUCTION  INDEX  (Feb) 

183  0 

183. Ir 

BUSINESS  WEEK  LEADING  INDEX  (Feb  ) 

220  7 

220. 8r 

EMPLOYMENT,  CIVILIAN  (Feb  )  millions 

1 18.5 

1 18.1 

UNEMPLOYMENT  RATE,  CIVILIAN  (Feb  ) 

7.0% 

7. 1  % 

Sources:BW,  CIBCR,  BLS 

1 '  f .! '  h  ^M'l  1 M  ii  rv.w.1  ivi^^^hhJ 

latest 
week 

Week 
ago 

%  Choi 
year  i 

MONEY  SUPPLY,  Ml  (2/22) 

$1,034.3 

$1,031.1 

11 

BANKS'  BUSINESS  LOANS  (2/24) 

276.5 

278. 2r 

FREE  RESERVES  (3/3) 

692 

l,459r 

-2 

NONFINANCIAL  COMMERCIAL  PAPER  (2/24) 

146.5 

146.2 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  are  expressed  fc 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

y 

FEDERAL  FUNDS  (3/9) 

2.98% 

3.19% 

3.9 

PRIME  (3/10) 

6.00 

6.00 

6.5' 

COMMERCIAL  PAPER  3-MONTH  (3/9) 

3.18 

3.15 

4.2' 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/i0) 

3.1 1 

3.1  1 

4.2 

EURODOLLAR  3-MONTH  (3/5) 

3.08 

3.08 

4.2i 

Sources:  Federal  Reserve  Board,  First  Boston 

#Raw  dota  in  the  production  mdicotors  ore  seosonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmt 
1  =  Western  Wood  Products  Assn.     2  ^Southern  Forest  Products  Assn.     3 -Free  market  value     NA^  Not  available     r=  revised     NM  =  Not  meaningful 
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WHERE  MICROSOFT 
GETS  ITS  POWER 


Enou^ii  is  eiiou^^i.  In  your  article  "Is 
Microsoft  too  powerful?"  (Special 
Report,  Mar.  1),  Philipe  Kahn  of  Borland 
International  states:  "Microsoft  is  the 
IBM  of  the  '90s."  Kahn  is  way  off  base. 
IBM  used  tactics  such  as  proprietary 
hardware,  incompatible  software,  loss  of 
support  contracts,  etc.,  to  force  its  cus- 
tomers to  use  IBM.  Microsoft  uses  none 
of  these  tactics.  The  bottom  line  is  they 
make  a  first-quality  product  that  the 
customer  wants  and  needs.  The  beauty 
of  the  PC  revolution  is  that  it  has  been 
totally  consumer-driven, 
not  company-driven. 

J.  Tilmon  Brown 
Mobile,  Ala. 


Businessweek 


■have  used  a  lot  of 
word  processors  and 
spreadsheets,  but  my  cor- 
porate and  personal 
choices  are  Word  and  Ex- 
cel by  Microsoft.  Is  this 
because  Microsoft  has  an 
advantage  over  Lotus, 
Borland,  WordPerfect, 
and  a  thousand  other 
companies  because  they 
wrote  MS-DOS  and  Windows?  Not  likely.  I 
use  a  Macintosh.  Sorry,  chaps — Micro- 
soft just  does  it  better. 

Peter  T.  Magee 
West  Lebanon,  N.  H. 

lere's  Microsoft's  secret  for  domi- 
Inating  the  desktop-computer  mar- 
ket. I  just  linked  two  computers  in  my 
office.  I  got  bids  of  $600  to  $1,000  for 
hardware,  software,  and  installation, 
plus  advice  to  budget  for  training.  In- 
stead, I  went  to  Egghead  Inc.,  paid  $400 
for  Microsoft  Windows  for  Workgroups, 
installed  it  in  an  hour  and  a  half  (count- 
ing the  time  to  watch  the  instructional 
videotape  included  in  the  box),  and  had  a 
working,  easy-to-use  network. 

Alexander  Auerbach 
Sherman  Oaks,  Calif. 

■ find  that  Microsoft  products  have  dis- 
tinct personalities.  I  recently  installed 
two  Windows  applications,  one  from  Mi- 


MICROSOFT 

IS  IT  TOO  POWERFUL? 


crosoft  and  one  from  Borland.  If  it 
weren't  for  the  implicit  standardization 
of  Windows  and  some  common  cosmet- 
ics, you  wouldn't  know  the  two  products 
were  from  the  same  company.  Documen- 
tation and  installation  processes  were 
substantively  different,  and  post-installa- 
tion adjustments  on  the  Microsoft  pack- 
age require  either  technical  or  arcane 
knowledge.  The  Borland  package,  on  the 
other  hand,  was  delightfully  straightfor- 
ward and  well-documented,  with  subse- 
quent adjustments  almost  intuitive. 

This  suggests  that  as  long  as  the  pri- 
mary market  for  software  is  large  in- 
stallations with  dedicated  technical 
staffs,  Microsoft  will  be  effective.  How- 
ever, your  sidebar  on  In- 
tuit and  my  experience 
with  Borland  show  that 
Microsoft  is  vulnerable 
when  marketing  to  a 
more  general  audience. 

Forrest  E.  Stanlev 
Bakersfield,  Calif. 


Your  comprehensive 
report  on  Bill  Gates 
omitted  the  more  pointed 
speculation  that  Gates  is 
on  the  road  to  becoming 
the  most  powerful  indi- 
vidual in  history. 
The  expanding  microcomputer  market 
has  increased  lO'X  to  45'/  each  year  for 
all  but  one  of  the  past  10.  This  increas- 
ing growth  leaves  behind  a  larger  in- 
stalled base  of  machines  and  users  for 
continuing  sales — by  Microsoft  and  oth- 
ers— of  software  and  peripherals. 

America  has  nearly  one  microcomput- 
er for  every  three  adults  aged  20  to  64 — 
a  ratio  that  is  likely  to  double  over  the 
next  five  years.  New  educational  initia- 
tives are  sorely  needed  to  help  our  stu- 
dents cope  with  the  wrenching  changes 
that  Gates  and  his  colleagues  brought  to 
office,  school,  and  home. 

Glenn  Ralston 
Indianapolis 

Sorry,  but  you  guys  were  really  off 
the  mark  in  your  story  about  Bill 
Gates  and  Microsoft.  My  son  Jan  joined 
Microsoft  on  graduation  from  Cornell 
two  years  ago.  Somebody  has  got  to  no- 
tice that  Microsoft  is  a  mother's  dream! 
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Imagine  how  successful  a  digital  audio 
/stem  would  be  if  it  could  also  play  the  billions 
of  standard  cassettes  people  already  own. 


Close  your  eyes.  Now  imagine  music  with 
such  power  and  purity  you  thinl<  it's  coming 
from  a  compact  disc.  Now  open  your  eyes; 
what  you  see  is  the  new  DCC -Digital 
Compact  Cassette.  And  it's  playing  on  the 
new  Technics  Digital  Compact  Cassette  deck. 

The  DCC  deck  brings  you  something  no 
other  digital  audio  system  can.  Thanks  to  an 
ultra-thin-t'ilm  multi-track  head  it  can  play 
and  record  digital  cassettes.  And  it  can  also 
play  all  your  analog  cassettes  in  analog  format 
like  a  conventional  cassette  deck.  It's  even 
smart  enough  to  recognize  whether  it's 
playing  an  analog  or  a  DCC  tape  and  adjust 
itself,  automatically. 

This  digital  audio  system  gives  you  a 
wide  range  of  music.  The  music  industry 
has  plans  to  release  rock,  pop  and  classical 
music  on  DCC  tapes.  And  when  you  add  all 
the  pre-recorded  cassettes  you  already  own, 
there's  hardly  any  type  of  music  you  can't 
listen  to  on  the  DCC  deck. 

The  DCC  System  from  Matsushita.  It's  not 
just  a  new  technology,  but  a  new  way  to  enjoy 
music -yesterday's,  today's  and  tomorrow's. 


MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS 


People  dress  casually,  and  there  are 
iKj  time  clocks  or  punch  cards.  Employ- 
ees rate  their  own  performance,  as  well 
as  their  boss's.  Each  building  lias  a 
cafe — complete  with  trees  and  skylights, 
lots  of  separate  counters  where  you  can 
buy  herbal  tea  or  espresso,  Italian  ices, 
quiches,  whatever  one's  ethnic  or  semi- 
ethnic  heart  desires.  People  are  smart 
and  friendly.  They  greet  each  other! 
They  don't  even  blanch  at  an  occasional 
mom  wandering  around  muttering:  "I 
must  have  done  something  right." 

If  you  want  to  know  about  Microsoft 
and  its  CEO,  ask  the  employee — or  better 
yet,  ask  a  parent.  It's  obvious  Bill  Gates 
is  Clark  Kent  in  disguisel  (P.  S.  If  you 
see  this,  Jan,  please  call  home.) 

Lyn  Coffin 
Ann  Arbor,  Mich. 

REEVALUATE  THAT 
REVALUATION  IDEA,  RUDI 

1  felt  that  Professor  Rudi  Dornbusch's 
B  column  suggesting  Asian  currency  re- 
valuation ("It  s  tmie  to  end  Asia  s  30- 
year  free  ride,"  Economic  Viewpoint, 
Mar.  1)  was  misleading  and  ill-conceived. 

He  suggests  the  Asian  countries  re- 
value their  currencies  by  30';  as  one 

measure  to  alleviate  trade  imbalances. 
Yet  when  I  came  to  Japan  in  1985,  the 
dollar  was  worth  248  yen;  today,  it  buys 
a  measly  119  yen,  and  the  Japanese 
trade  surplus  with  the  U.  S.  is  higher 
than  ever.  Will  an  additional  30'^'  yen 
revaluation  necessarily  lead  to  the 
change  Dornbusch  desires? 

Some  of  the  Asian  currencies  float, 
and  some  have  a  managed  float  to 
smooth  out  volatility.  But  with  the  ex- 
ception of  Hong  Kong,  the  exchange 
rates  reflect  the  economic  realities  of 
interest  rates  inflation,  trade  balances 
and  capital  inflows.  Just  like  the  text- 
books tell  us. 

James  M.  Bogin 
Tokyo 

BRIDGiS '  UPPIM: 
HE  BEGS  TO  DIFFER 

1  n  your  piece  on  Robert  James 
Bier's  novel  The  Bridges  of  Madisc 
County  ("How  a  little  novel  from  n 
where  hit  the  big  time,"  Top  of  tl 
News,  Mar.  1),  I  was  dismayed  by  tl 
glib  assessment  of  its  phenomenal  su 
cess.  Touting  "generational  [niche]  ms 
keting"  missed  by  a  country  mile- 
though  it  squared  with  what  is  awi 
with  much  of  product  marketing  in  ge 
eral  and  book  publishing  in  particular, 
The  success  of  Bridges  has  less  to  ( 
with  an  appeal  to  "baby  boomers  tryii 
to  hold  on  to  their  youthful  feeling! 
than  with  the  fact  that  it  is  a  finely  to 
tale  with  great  resonance — for  people 
any  age.  Was  Alice  Walker  s  Ihe  CoU 
Purple  successful  only  because  it  a 
pealed  to  African-Americans? 

Frank  0.  Smi 
South  Portland,  M' 

CORRECTIONS  &  CLARIFICATIONS 

An  article  on  the  efforts  of  a  group 
called  New  York  Boycott  Colorado  to 
pressure  Celestial  Seasonings  Inc. 
("Herbal  teas  in  hot  water,"  Top  of  the 
News,  Mar.  1)  erroneously  described 
Colorado's  Amendment  2.  It  bars  mu- 
nicii)alities  from  passing  laws  protect- 
ing homosexuals  from  discrimination. 

Letters  to  the  Editor  should  be  sent  to  Read( 
Report,  Business  Week,  1221  Avenue  of  the  Ame 
cos.  New  York,  N.  Y.  10020.  Fax:  (212)  512-44(! 
Telex;  12-7960,  Intl.  4998204.  All  letters  must 
elude  on  address  and  daytime  and  evening  te 
phone  numbers.  We  reserve  the  right  to  edit  letti 
for  clarity  and  space. 

"JETRO  IS  HERE 
TO  HELP  YOUR  COMPANY  INVEST  IN  JAPAN" 


The  Japanese  government  invites  your  company  to  join  Haagen- 
Dazs,  Denny's,  Apple  Computer,  Century  21  Real  Estate,  Motorola, 
and  hundreds  of  other  U.S.  companies  that  have  already  invested 
in  Japan.  These  corporations  are  earning 
handsome  profits  selling  their  products 
and  services  in  one  of  the  world's 
wealthiest  markets. 

'  Over  3,000  U.S.  affiliated  businesses 
operate  in  Japan 

'Since  1951.  US  companies  tiave 
invested  nearly  $10  billion 
in  Japan 

'  U  S.  affiliated  companies 
in  Japan  average 
tiigher  profits  on 
sales  than  do 
Japanese 
corporations 


In  order  to  internationalize  its  domestic  economy,  Japan  Is  actively 
promoting  inward  foreign  investment.  A  wide  variety  of  comprehen- 
sive incentives  are  now  offered  by  the  Japanese  government  to 
encourage  U.S.  investment  in  Japan. 

These  incentives  include: 


*  Preferential  tax  treatment 
for  foreign  investors 

'  Low/  interest  loans  and 
loan  guarantees  from 
Japanese  institutions  for 
plant  and  land  procurement 

'  Extensive  cost-free  site 
location  and  personnel 
consulting  with 
investment 
experts  located  in 
New  York,  Cfiicago, 
Los  Angeles, 
and  Houston 


Now,  more  than  ever,  is  the  time  to  invest  in  Japan  and  JETRO  is  ready  to  assist  you.  To  receive  more  information  on  the  Japanese 
investment  climate,  please  contact  the  nearest  JETRO  office.  Comprehensive  publications  and  multi-media  materials  are  provided 
by  JETRO  free  of  charge  to  interested  investors. 


JETRO  Chicago 

401  North  Michigan  Ave 
Suile  ftfiO 

Chicago,  IL  bOhll 
TEL:  ?l2-527-9(XK) 
FAX:  312-670-122.1 


Japan  External  Trade  Organization 


.lETRO  Los  Angeles 

725  S  Fifiueroa  .Slreel 
Suite  18% 

Los  Anuelev  CA  90017 
TEL  21.3-624-88,55 
FAX  2I.V629-8127 


JETRO  New  York 

44lh  El,.  McGraw-Hill  Bldg 
1221  Ave  (if  the  Amencas 
New  York.  NY  10020 
TEL:  2 1  2-997-0400 
FAX:  212-997-0464 


JETRO  Atlanta 

245  Peachtree  Center  Ave. 
Marquis  One  Tower 
Suite  2208 
Atlanta.  GA  .3030.3 
TEL:  404-681-0600 
FAX:  404-681-0713 


JETRO  Houston 

1221  McKinney 
One  Houston  Center 
Suite  2360 
Houston.  TX  77010 
TEL:  713-759-9595 
FAX:  713-759-9210 


JETRO  San  Francisco 

235  Pine  Street 
Suite  1700 

San  Francisco.  CA  94104 
TEL:  415-392-1333 
FAX:  415-788-6927 


JETRO  Denver 

1 200  1  7tt)  Street 
Suite  1110 
Denver.  CO  80202 
TEL:  303-629-0404 
FAX:  303-893-9522 


This  malenal  is  disseminated  by  JETRO  Atlanta  which  is  registered  under  ttie  Foreign  Agents  Registration  Act  as  an  agent  of  the  Japan  External  Trade  Organization  in  Tokyo.  Japan  This  material  is 
filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection  Registration  dose  not  indicate  approval  of  the  malenal  by  the  United  States  Government. 
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COMMERCIAL 


Co-sponsored  by  Aviation  Weel<  &  Space  Technology, 
Business  Week,  KPMG  Peat  Marwick,  NASA  and 
The  United  States  Space  Foundation 

April  13-14,  1993 


The  Broadmoor  Hotel  •  Colorado  Springs,  Colorado 


ntroducing  the  first  major  exhibit  of  advanced 
■JASA  technologies  that  are  available  for 
:ommercial  business  development.  Open  to  all. 
ield  in  conjunction  with  the  Ninth  National 
ipace  Symposium  (April  13-16),  the  Expo  fea- 
ures  a  one- day  program  and  two-day  exhibit. 
\.  special  Customer  Service  Center  will  be  staffed 
vith  experts  on  licensing  and  financing. 

iear  from  the  experts  about  the  latest  technology 
levelopments  at  NASA's  1 7  Commercial  Centers 
or  the  Development  of  Space.  Business  leaders 
vill  translate  the  newest  technologies  into  busi- 
less  opportunities. 

Technologies  on  Display: 

ixotic  New  Materials  Communications 
\utomation/Robotics  Biotechnology 
rhin  Films  Polymers 
\dvanced  Electronics 
demote  Sensing  &  Mapping 


Who  Should  Attend: 

•  Venture  Capitalists 

•  Corporate  Business  Development  Executives 

•  Scientists  and  Engineers 

•  Commercial  Space  Industry  Representatives 

•  Entrepreneurs 

•  Researchers —  University  &  Corporate 

•  International  Partners  Welcome 

For  more  information  on  attending  the 
Commercial  Space  Expo  and  the  Ninth  National 
Space  Symposium,  contact: 

U.S.  Space  Foundation 

2860  S.  Circle  Drive,  Suite  2301 

Colorado  Springs,  CO  80906 

TEL:  (719)  576-8000  FAX:  (719)  576-8801 


AVIATION  WEEK 

^  SPAC  E  TEC  H  NO  LOG  Y 


Biisine$^IMeek 


The  United  States 
Space  Foundation 


ooks 


BOILING  POINT:  REPUBLICANS, 
DEMOCRATS,  AND  THE  DECLINE  OF 
MIDDLE-CLASS  PROSPERITY 

By  Kevin  Phillips 

Random  House  •  307pp  •  $22.50 


AMERICAN  POPULISM:  A  SOCIAL 
HISTORY  1877-1898 

By  Robert  C.  McMoth  Jr. 
Hill  &  Wang  •  245pp  •  $30 


THE  MIDDLE-CLASS  REVOLTS 
OF  1860, 1968— AND  1992 


F 


or  l:5  years,  politicians  have  ig- 
nored Kevin  Pliillips  at  their  peril. 
In  1967,  as  an  adviser  to  Richard 
Nixon,  he  identified  the  first  stirrings 
of  the  white  middle-class  resentment 
that  would  change  American  jjolitics  for 
a  generation.  In  1990.  in  The  Politics  of 
Rich  and  Poor,  he  took  another  look  and 
found  the  middle  class  angrier  than 
ever— its  rage  focused  on  the  economy. 

In  Boiling  Point,  Phillips  reassesses 
that  rebellion  in  light  of  the  1992  Presi- 
dential election.  And  he  senses  a  sea 
change:  George  Bush's  stunning  defeat 
in  1!*92  was,  according  to  Phillips,  as 
much  a  i)olitical  "hi.g  l)ang"  as  the  crush- 
ing Democratic  defeats  in  ISliO  and  a 
century  later,  in  19(i8.  Only  this  time,  it's 
the  Republicans  who  ai'e  in  deep  trouble. 


The  middle-class  revolt  may  l)e  a 
gr"eat  oppoi'tunity  for  Democi'ats,  Phillips 
writes.  If  Clinton  can  "I'evitalize  and  sus- 
tain the  economy,"  the  party  could  hold 
power  for  years.  But  1992's  "Democratic 
middle-class  watershed"  also  carries 
risks.  Phillips  recalls  how  easily  the  OOP 
gave  up  its  gains  among  the  Silent  Ma- 
jority. If  this  anger  "could  destroy  Bush 
and  his  Presidency  in  18  months,"  he 
writes,  "his  successor  can  also  be  de- 
stroyed by  the  same  angry  electorate." 

Phillips'  dissection  of  the  politics  of 
frusti'ation  is  worth  r-eading,  but  unfortu- 
nately, he  spends  less  than  half  of  this 
book  on  politics.  The  rest  focuses  on  ec- 
onomics and  tax  policy— not  his  strength. 

Most  of  the  volume  i"ecites  the  now-fa- 
miliar litany— taxes  up,  incomes  flat,  lay- 


offs soaring,  services  down,  and  pe 
sions  at  risk.  But  Phillips  never  me' 
tions  that,  while  the  middle  class  pa} 
most  of  the  taxes,  it  also  enjoys  tl 
l)ulk  of  government  subsidies,  such  ; 
the  mortgage-interest  deduction.  An^ 
trade  hawk  that  he  is,  he  rejects  tl 
possil)ility  that  global  gi'owth  could  cr 
ate  opportunities  for  U.  S.  workers. 

Phillips  has  a  curious  perspective,  e 
pecially  for  someone  usually  identifit 
as  a  Republican.  For  instance,  he  b 
moans  the  fate  of  the  residents  of 
New  York  suburb  who  must  now  p; 
for  public  beaches,  pools,  and  golf  com- 
es that  were  once  "free."  Phillips  shou 
know  better.  These  services  were  nevi 
free.  If  the  residents  of  Nassau  Count 
weren't  supporting  them,  other  taxpa 
ers  were.  Similarly,  he  hates  privatiz 
tion,  because  it  means  that  those  wl 
use  public  facilities  must  pay  for  thei 
Nevei'  mind  that  these  services  might  1 
provided  more  efficiently. 

In  the  short  I'un,  the  weaknesses 
Phillips'  unremittingly  bleak  analysis  > 
the  economy  are  probably  beside  tl 
point.  As  long  as  most  people  share  h 
view,  they'll  remain  angry  at  gover 
ment  and  the  financial  Establishmeii 
And,  as  Phillips  says,  that  fury  dro\ 


The  Optical  Drive. 

JP|  POWERED  BY  The  SoHv  Magneto  Optical  Disk  Drive  makes  a  sizeable  contribution  to  the 
■■i  MOTOROLA  world  bv  storing  huge  amounts  of  data  in  a  small  amount  of  space— and 

transferring  volumes  of  information  in  milliseconds. 
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hillips  dis- 
sects frustration 
politics;  McMath 
gives  historical 
perspective 


;h  back  to  Houston.  In  1992,  a  stun- 
j  62%  of  voters  turned  thumbs  down 
Bush  and  his  country  club  set. 
{ill  Clinton  has  that  tiger  by  the  tail 
!.  But  he'll  have  only  a  brief  opportu- 
'  to  criticize  the  Washington  that  he 
I  lai'gely  controls.  Then  it  will  sink  in 
t  he  is  the  political  Establishment. 
1  in  1996,  the  state  of  the  economy 
be  his  reward— or  his  burden. 
Clinton  has  bet  the  ranch  on  his  high- 
file  deficit-reduction  plan,  an  effort 
t,  for  now,  has  the  backing  of  the 


middle  class.  But  they're  going  to  bear 
the  burden  of  deficit-cutting:  For  in- 
stance, Clinton  has  already  proposed  to 
raise  taxes  on  Social  Security  recipients 
with  incomes  of  moi'e  than  $82,000.  And 
their  sacrifice  will  taste  bitter  unless 
they  also  enjoy  some  rewards— a  strong- 
er economy  and  more  jobs.  Phillips  ar- 
gues that  Clinton  is  on  the  right  track 
with  his  anti-special-interest  rhetoric. 
But  the  President  still  has  to  deliver. 

Today's  middle-class  angst  is,  of 
course,  just  the  latest  manifestation  of  a 


pcjpulist  thread  that  has  run  through 
U.  S.  politics  since  its  earliest  days.  "Ge- 
nealogists seeking  the  ancestry  of  po- 
litical alienation  in  the  early  1990s,"  Phil- 
lips notes,  "will  find  forel)ears  in  the 
late  19th  century."  If  you're  interested  in 
putting  current  developments  into  histor- 
ical perspective,  you're  in  luck:  Also 
new  in  the  bookstores  is  Robert  C.  Mc- 
Math's  clear-eyed  and  readable  Aniericm 
Populism. 

McMath  reminds  readers  of  the  na- 
ture of  Populism-with-a-capital-P,  a  move- 
ment that  ultimately  failed  but  that 
helped  define  American  politics  in  the 
late  18()0s.  Most  important,  he  recalls 
that  populism  has  always  Ijeen  a  move- 
ment of  the  middle  class,  rather  than 
the  poor.  A  century  ago,  it  was  driven 
by  yeoman  fanners  and  small-town  shop- 
keepers whose  com.fortable  lives  were 
rocked  by  technological  and  social 
change.  They  l^lamed  banks.  Catholics, 
and  the  government.  Today,  the  disaf- 
fected blame  Wall  Street,  the  Japanese, 
and  the  government. 

Listen  to  Ross  Perot  and  radio  talk 
show  hosts  l:)last  "special  interests,"  and 
you're  hearing  echoes  of  long-ago  voices 
in  American  politics.  In  1828,  Andrew 
Jackson  got  himself  elected  President 
by  railing  against  "special  privilege." 

In  1988,  Jesse  Jackson  learned  that 


The  Focus. 

The  optical  disk  drive's  high  speed  read/write  mechanism  is  directed  by  Motorola's  lightning 
fast  DSP56001  chip.  From  disk  drives  to  cameras,  the  world's  most  innovative  products  are 
powered  by  Motorola. 

Microprocessor  and  Memory  Technologies  Group 

i 

:  ( 
^  I 


APPLYING  OPEN  SYSTEMS 
FOR  BUSINESS  VALUE 


Open  systems —  voirxc  heard  about  tliem  for  years.  Stan- 
dards. I'latforni  independence.  Interoperahilitx .  It  all  sounds 
fi;reat,  but  w  hat  does  it  really  mean.'^  What  open  system  teeh- 
nolo<i;\'  exists  today,  and  what  can  you  expect  in  the  future.'^ 
Kven  more  critical,  w  hat  tangible  business  v  alue  can  open 
systems  brint;  to  your  organization.'^ 

Tot^ether,  Open  .Software  Foundation  (OS!'),  the  lead- 
ing open  systems  membership  or^^ani/ation,  and  W  alker 
Interactive  S\ stems,  the  leading 
supplier  of  business  and  financial 
control  applications  to  the  l-"ortune 
1  ()()(),  brinj;  you  11  IK  SIX  I II  WNI  AL 
S(  )l  ,1  no.N'.S  SF.MIN  \K:  AI'I'I  .\  IXC.  ( )I'K\ 
S'lS  I  KMS  l  ()R  BrSINi:.SS\  AI,l  K.  This 
concise  and  insightful  symjiosium 
addresses  w  hat  is  sme  to  be  the 
techn()lo,iJ;y  topic  of  the  '"^iOs. 

(jome  share  the  expert  s  \  lew  ot 
open  systems,  both  from  a  technoloL;\ 
as  well  as  a  business  perspective.  In 

one  fast-paced  mornintz;,  you'll  <^am  insight  into  the  state  ot 
open  systems  and  how  thev  can  pro\  ide  real  \  alue  w  ithin  the 
context  of  your  business.  You'll  de\  elop  a  clear  picture  ot  your 
o|-)tions  in  the  move  toward  an  investment  in  open  systems.  In 
short,  you  w  ill  be  better  prepared  to  exploit  this  e\ olutionary 
businessprocess  to  benefit  your  orii;ani/,ation. 

This  special  event  is  a  must  for  all  MIS  and  financial  pro- 
fessi(jnals  concerned  w  ith  charting 
stratef;ic  directions  that  result  in 
tangible  business  value.  Rej^ister 
today,  (^all  S()()-,W-.i,S2]. 


OSF&  Walker 
'     invite  you  to 

THE  SIXTH 
ANNUAL  SOLUTIONS 
SEMINAR:  APPLYING 
OPEN  SYSTEMS  FOR 
BUSINESS  VALUE. 

"Noiee.^.' ;  :;f 
Space  is  limited.;*! 
iCall  800-395-3521;^ 


'I  II  K 


Walker  Inlcractivc  Systems 
SIXTH  ANNTAL  SOLITIONS  SKMIXAR 


Mninc.ipolis,  March  ^ii;  St  Louis,  M.iali  ^1;  D.ill.is.  ,\piil  1,  I. (is  Anodes,  April  Z 
X.ishMlIc,  April  tr.  K.ilcinh,  April  7,  Atl.iiit.i,  April  S;  TormiKi.  April  1^ 
(:lcvi;laiul,  A|iril  14;  Dcinm.  April  IS;  ChKaf^o,  April  Id;  W  asliinmoii  DC,  \pril  :(): 
I'liiladclpliia,  April  Z\:  Xlm  Vnrk,  April  11:  Hiistun,  April       S.in  1-raiuiM.n,  April  11 
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Jiisl  IWIdw  Calilorniii.  ,  '•  '• 


we  rc  niiiLctl  IMi  in  ihr  nitlian  lor  new  CALABA  MA" 


plants  ,w(]  expansion.  unJ number  live 

in  lon^  term  rdnkiiijis.  •      .,  i  '  ""  r  •  .  \ 


vVliere  exactly  is 
Alabama? 


ansas 


Alaska 
Missouri 
Tenj 
labamai 


Nol  bar  Kfom  Alaska. 

Now  there  s  a  slate  thai  doesn  t 
have  many  people  or  much  crime. 
)el  our  crime  rale  is  even  lower. 


MINNESOTA 
TLNNL55LL 
ALAbAMA  i 
LOUISIANA 
[:ONNECTICU" 


Rjulil  BclweenTeiinessee 
And  Louisiana. 

In  1990.  we  had  a  civilian  labor 
force  of  1.892.000.  one  of  the 
highest  in  the  region. 


It's  the  same  place  it  was  when  you  studied  geography. 
But  in  economics,  humanities,  history,  and  science,  it  s 
probably  a  long  way  from  where  you  think.  In  fact,  during 
the  past  few  years  Alabama  has  risen  in  several  business 
and  lifestyle  rankings,  surpassing  states  that  are  larger 
and  more  populated.  The  surge  in  popularity  is  taking 
place  for  a  combination  of  reasons.  First  of  all.  Alabama  s 
always  been  known  lor  its  natural  beauty.  But  now  . 
these  resources  have  been  combined  with  a  modern,  pro- 
business  environment,  creating  a  total  package  that  s  greater 
than  the  sum  of  some  very  strong  parts.  As  a  result,  our 
researcli  parks,  health  ( are  industry,  skilled  labor  force,  and 
joint  programs  between  edu(  ation  and  business  are  drawing 
attention  and  praise  both  nationally  and  internationally. 
And  that  s  really  putting  Alabama  on  the  map.     ,  . 


WivPasI 
Al.mM.N'^    .\„rll,  Carolina. 

We  nave  a  higher 

WEST  VIRGINIA 

TENNESSEE  percentage  ol 
ARKANSAS  high  school 

that  s  Liunvn  lor 
■ :         ^         its  echication. 


AIJIlleAlmveRI  kkIc  Island. 

Alabama  has  more  fortune  500 
headquarters  than  states  you 
would  expect  hi  lind  ahead  ol 
us  in  this  category. 


f- 


■J 


It    Isn't    Where     You     Think    It  I 


I'lir  jiKiri'  in/iirm,i(i»n,  t  iinlm  I  l/ie  Econiimii  Dovelupmcnl  M;  r/ncrs/l//)  ul  AL'thdniii.  2  Surlh  .hi  L>uii  ilrcvl.  Aiuii/;;uHicn .  .Mdijdiiid  jdlU  I.  I'limir  .'03.'J>-3,"f)(J. 


Hold  on  to  your  homburg. 

A  full-fledged,  honest-to-goodness 
sports  car  from  Volkswagen? 

Once  you  think  about  it,  it  makes 
The  V6  Corrado  SLC      perfect  sense. 

We've  taken  everything  you  love 
about  German  sports  cars  and  all  the 
good  stuff  about  Volkswagens. 

The  result  is  the  enthusiasts  wish 


list  we  call  the  Corrado  SLC. 

It  has  a  178-horsepower  V6  thi 
so  revolutionary  it  earned  a  cove 
Popular  Mechanics  Design  and 
Engineering  Award.  { 

Plus  electronic  traction  conm 
ABS  brakes  and  our  Plus  Axle  sir 
pension,  which  reduces  torque  d 
while  improving  ride  and  handliri 


what  you  have  is  a  sports  car 
s  uncommonly  sensible,  yet 
essibly  fun. 

I'll  be  glad  to  know  it  bears 
utely  no  resemblance  to  other 
lan  sports  cars  in  one  important 
d.  its  price. 

le  wonder  4utomob(7e  Magazine 
!d  it  one  of  the  10  best  cars  in 


America,  saying  it  is  "so  good  it 
should  carry  a  Porsche  nameplate." 

Corrado  is  built  in  limited  numbers 
by  Karmann  Coachworks.  So  it  is 
unfortunately  in  short  supply. 

For  details,  call  1-800-444-8987. 
Or  see  your  Volkswagen  retailer. 

And  test  drive  Corrado  by  the  seat 
of  your  lederhosen. 


Experience 
Fahrvergniigen 


r 


[ 

'  ©1993  Volkswagen  [iealbelts  save  lives  Pon  t  drink  and  drive. 


Economic  Viewpoint 


THE  SPENDING  MONSTER 
STILL  HAS  TOO  LONG  A  LEASH 


BY  GARY  S  BECKER 


The  Administration's 
search  for 
ineffective  or 
unnecessary 
programs  found  only 
11  in  a  $L5  trillion 
budget.  If  tax 
revenues  are  ever  to 
outpace  federal 
spending,  it'll  have  to 
do  better  than  that 


GARY  S  BECKER,  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


t'si)ite  misgivings  about  higher  taxes, 
Americans  generally  support  President 
Clinton's  proposals  tor  tax  increases 
because  he  has  convinced  them  that  they  will 
significantly  reduce  the  budget  deficit.  But  if 
I  he  past  12  years  are  any  guide,  federal  spend- 
ing is  likely  to  expand  as  tax  revenues  grow. 

Federal  expenditures  at  the  end  of  Jimmy 
Carter's  Presidency  in  1980  were  $591  billion, 
and  taxes  l)rought  in  $517  billion,  so  the  deficit 
was  $74  billion.  By  the  end  of  Ronald  Rea- 
gan's second  term  in  1988,  tax  revenues  had 
i-isen  to  $909  billion  despite— or  because  of— the 
Tax  Reform  Act  of  1986.  That  would  have 
created  a  large  budget  surplus  if  federal 
spending  hadn't  risen  even  more,  increasing 
the  gap  to  more  than  $150  billion. 

The  trend  during  the  past  four  years  is 
even  more  revealing,  since  the  defense  build- 
up—started under  Cartel'  and  accelerated  by 
Reagan— tapered  off.  But  notwithstanding  the 
1990  Inidget  accord  between  Congress  and 
President  Bush  in  which  he  was  persuaded 
to  break  his  vow  not  to  raise  taxes,  the  deficit 
grew  sharply,  to  $300  billion,  because  spending 
grew  faster  than  taxes  did. 

And  it  did  so  despite  the  fact  that  the  gov- 
ernment shunted  large  expenditures  onto  the 
business  sector.  It  mandated  business  outlays 
for  environmental  cleanup,  aid  to  handicapped 
em])!oyees,  old-age  support,  health  care,  and 
othci-  programs. 

HEAVY  PRESSURE.  President  Clinton  says  he 
will  both  raise  taxes  and  reduce  spending,  but 
his  proposals  put  much  more  emphasis  on  tax 
increases  than  on  spending  cuts.  But  the  net 
reduction  in  expenditures  amounts  only  to  a 
little  over  $100  Inllion,  even  after  including 
the  $55  billion  in  spending  cuts  Clinton  says  he 
will  accept  if  Congress  agi'ees  to  higher  spend- 
ing on  jobs,  roads,  and  other  "investments." 
According  to  the  Administration's  estimates, 
the  proposed  hike  in  energy  and  income  taxes 
will  bring  in  about  $250  billion  of  additional 
revenue  during  the  next  five  years.  And  dur- 
ing the  next  two  years,  the  Administration 
is  not  even  asking  for  any  reduction  I'-ecause 
the  President  wants  an  additional  $.'30  billion  to 
be  spent  on  stimulating  the  economy— despite 
the  strong  4.8%  growth  in  gross  domestic 
product  during  the  last  quarter  of  1992  and 
2%-plus  growth  during  the  whole  of  last  year. 

The  heavy  weighting  of  the  President's  pro- 
posals toward  higher  taxes  and  the  deficits 
exjjerienced  during  the  past  dozen  years  are 
nf)t  accidents,  nor  do  they  only  reflect  partisan 
conflicts.  There  are  enormous  pressures  on 
Congress  and  Clinton  to  spend  on  thousanrls  of 
programs  favored  by  groups  with  i)olitical 
clf)ut.  In  addition  to  the  two  biggest  compo- 


nents, health  and  retirement  benefits,  the  ft 
list  would  take  up  many  BUSINESS  WEI 
pages:  It  would  include  education  and  trainii 
programs  to  help  children;  a  delicatessen 
pork,  featuring  roads,  public-transportati( 
systems,  and  airports;  the  environment;  ass: 
tance  to  the  handicapped,  minorities,  and  tl 
poor;  improving  life  in  the  cities;  fightii 
di'ugs  and  crime;  supporting  Big  Science  ai 
university  research;  and  helping  industry  d 
velop  commercially  vial:)le  technologies. 
LONG  ODDS.  The  President  sought  to  weak( 
the  opposition  to  new  taxes  and  to  make  tl 
proposed  tax  increases  more  popular  by  co 
centrating  the  hike  in  ihcome-tax  rates  on  tl 
so-called  rich,  saying  they  do  not  bear  the 
fair  share  of  the  tax  burden.  However,  tl 
White  House  greatly  overstates  the  effect 
these  rate  increases  on  government  revem 
l)ecause  it  neglects  the  adjustments  to  a  ste( 
rise  in  the  tax  rate  from  31%  to  an  effect^ 
tax  rate  of  well  over  40%  when  one  includi 
the  higher  tax  for  medicare  and  the  limits  ( 
itemized  deductions.  High-income  families  w 
convert  more  of  their  income  into  tax  shelter 
and  some  workers  who  have  spouses  wii 
high  incomes  will  drop  out  of  the  labor  fore 

Whatever  additional  revenue  is  actually  pr 
duced  by  the  income-  and  energy-tax  increa 
es  will  set  off  a  battle  in  Congress  and  amor 
the  President's  advisers  over  the  wish  to  cat( 
to  the  many  powerful  interests  clamorirl 
for  gi-eater  government  benefits,  vs.  the  polij 
ical  advantages  of  lowering  the  deficit.  Ov(! 
the  past  dozen  years,  this  battle  has  consii 
tently  l)een  won  l)y  the  advocates  of  moij 
spending.  | 

I  do  not  claim  that  there  is  an  iron  law  ^ 
democratic  politics  whereby  expenditures  £ 
ways  expand  by  more  than  added  revenues, 
say  that  powei-ful  forces  clearly  push  in  this  c 
rection.  It  is  stark  testimony  to  the  strength 
this  spending  impetus  that  the  Clinton  team 
search  for  jjrogi-ams  that  don't  work  or  are  i 
longer  needed  found  only  11  in  a  budget  of  £ 
most  $1.5  trillion.  Along  the  way,  the  plan  e 
aggerates  the  feasible  reduction  in  defeni 
spending,  disguises  some  tax  increases  ; 
spending  cuts,  and  attempts  to  shift  the  oni 
of  cutbacks  onto  the  ojjposition  by  challengir 
the  Republicans  to  suggest  programs  to  1: 
slashed. 

It  appears  that  Congress  has  received  tl 
message  sent  by  the  public  in  the  last  electic 
and  is  now  determined  to  reduce  .spending  I 
much  more  than  President  Clinton  has  pr^ 
posed.  I  certainly  hope  so.  But  I  wouldn 
make  book  on  it,  taking  into  account  the  ii 
credible  appetite  for  government  spending  i 
the  U.  S.  and  all  other  democratic  countries. 
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"Rvo  Reasons  To  Trade  In 
Your  Speakers  Now! 


The  Bose  Acoustimass-5  Series  II 
speaker  system.  Technology  that 
sets  the  standard  for  purer 
sound  with  even  smaller  size. 

The  AcoustimasS'5  Series  II  speaker  system  uses 
Bose  patented  Acoiistimass  speaker  technology 
to  simultaneously  overcome  the 
placement  limitations  ot  large  speakers 
and  die  periomiance  compromises  of 
conventional  small  speakers. 

We  believe  its  combination  ot  full  fidelity 
sound  and  small  size  give  you  die  best  reason  to 
trade  up  from  your  present  speakers. 

'%fact,  the  mm  I  m  Acoustimass  speoJios , 
the  more  cmnzed  I  am . " 

-  lulian  1  lirsch,  Sim'u  Kei'ieu' 


The  Btise  Acoustimass-5  Senes  II  speaker 
system  includes  Direct/Reflecting  cube 
speaker  arrays  and  a  hideaway  Acoustimass 
bass  module  (not  shown). 


2 


A  $  100  trade  up  allowance 
from  your  Bose  dealer. 

For  a  limited  time,  our  participating  dealers 
nationwide  will  give  you  at  least  $100  off  die  regular 
price  when  you  trade  up  to  die  new  Bose 
AcoustimasS'5  Senes  II  speaker  system  or  an 
AcoustimasS'7  home  dieater  speaker  system. 

Bonus!  Get  50%  off  the  price  of  a  pair  of  Bose 
1 0 1  speakers  for  rear  channel  use  when  you  buy 
an  AcoustimasS'7  svstem. 

To  find  out  more  about  diis  limited  time  offer,  and 
for  names  of  Bose  dealers  near  you,  call  toll-free: 

1'800'444'BOSEExt.  222 

USA  and  Canada,  Weekdays  9AM-9rM.  Saturday  ^^AMoPM  (ET). 


©  1995  Bi»e  Corporation,  The  Mountain,  Fr.lmingham  MA  01 701  -9168  USA 


Bett&- sound  through  researchn 


Sign  of  the  times. 


To  connect  with  Applet  Bi 

Everyone's  talking  about  open  systems  these  ds 
and  for  quite  a  good  reason.  They've  become  a  busin 
necessity. 

After  all  it's  hard  to  run  a  business  without  opf 
access  to  information,  and  having  diflerent  logos 
on  your  systems  (not  to  mention  the  systems  of  your 
customers  and  suppliers)  is  no  longer  an  excuse. 
Multivendor  environments  are  a  fact  of  life. 

That's  why  IBM's  open  strategy  starts  with  the 
systems  you  have  now,  why  it  begins,  not  just  with 
products,  but  with  consulting  and  integration  service 
too.  You  want  new  flexibility  but  without  sacrificing 


1,  HI^  NCR,  Sun  and  Unisys,  call  IBM. 


existing  investments,  and  we  want  to  help  you. 

Call  us  and  we'll  listen  to  your  business  needs 
then  we'll  eonstruct  a  plan  for  pulling  things 
her.  And  ol  course  we'll  work  with  other  vendors — 
i  what  open  systems  are  al)out. 

In  fact,  IBM  has  a  lab  in  Dallas  just  for  demon- 
ing  how  your  open,  multivendor  system  will 
.  It's  equipped  with  systems  from  all  the  leading 
irs,  connected  by  networking  standards  so  we  can 
late  a  customer's  situation  and  run  it  in  advance. 

We  recently  used  the  lab  to  help  Ametek  Corpora- 
build  an  open  system  that's  in  synch  with  the 


company's  re-engineering  plan.  Says  Bill  Lawson, 
Director  of  Business  Systems,  U.S.  Gauge  division  ol 
Ametek,  "IBM's  design  work  was  absolutely  outstand- 
ing. So  good,  in  fact,  we're  having  them  implement  the 
whole  system.  Everything's  getting  connected — IBM, 
DP:C:  hp:  all  kinds  of  PCs  and  PC  LANs-in  a  timely 
manner  and  well  within  our  budget.  IBM  truly  is  our 
partner  in  networking  and  open  systems.  We  got  much 
more  than  we  expected." 

We're  open  to  helping  —  jST  s) 

you,  too.  To  learn  more,  call  us  at       ~  ZIZ:  

1  800  IBM- 6676,  ext.  704.  ==1^=  r  = 
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conomic  Trends 


BY  GENE  KORETZ 


WILL  SOARIHG  WOOD 

PRICES  WEAKEH 

THE  HOUSING  UPTURN? 


Inflation  seems  to  be  relatively  quies- 
cent, but  there  is  one  industrial  sector 
in  which  it  has  appeared  with  a  \'en- 
geance.  Lumber  prices  have  soared  an 
astounding  90%  since  early  October,  pro- 
voking an  angry  reaction  from  home- 
builders  and  other  consumers. 

At  first  glance,  there  seems  little  rea- 
son for  such  an  outsize  jump.  On  the 
demand  side,  neither  housing  starts  nor 
existing  home  sales  (which  spark  pur- 
chases of  lumber  for  remodeling)  explod- 
ed at  the  end  of  the  year,  though  they 
did  strengthen  perceptibly.  On  the  sup- 
ply side,  the  market  had  long  been 
aware  of  the  restrictive  impact  of  re- 
duced federal  timber  sales  on  long-term 


THE  COST  OF  LUMBER 
GOES  THROUGH  THE  ROOF 
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supply.  But  demand  is  affected  by  per- 
ceptions as  well  as  by  actual  activity, 
and  buyers'  perceptions  changed  dra- 
matically in  the  final  months  of  the  year. 

W'hat  haj^pened,  say  industry  experts, 
is  that  market  participants— from  mills 
to  homebuilders  and  remodelers— real- 
ized that  the  housing  recovery  was  final- 
ly on  a  strong,  sustainable  path.  As  the 
pickup  in  economic  activity  and  the 
downward  trajectory  of  mortgage  rates 
resulted  in  strong  interest  from  home 
buyers,  lumber  users  boosted  orders. 

At  the  same  time,  however,  lumber 
supplies  were  being  constrained  by  gox'- 
ernment  policy.  Since  1990.  when  con- 
cerns al)0Ut  the  survival  of  the  northern 
spotted  owl  emerged  in  the  Pacific 
Northwest,  the  sale  of  timber  on  federal 
land,  which  accounts  for  nearly  half  of  all 
softwood  timber  stock,  has  declined  by 
over  50%.  As  a  result,  more  than  !(.)() 


lumber  mills  have  closed.  Meanwhile, 
timber  harvesting  in  Canada,  the  major 
source  of  imported  lumber,  is  also  being- 
cut  back  for  environmental  reasons. 

The  upshot  is  that  a  surge  in  demand 
fi'om  Ixiiklers  late  last  year  hit  a  market 
with  reduced  capacity  to  respond— a  sit- 
uation aggravated  by  unusually  low 
stocks  in  the  hands  of  lumber  wholesal- 
ers and  dealers.  And  as  demand  surged 
through  the  pipelines  and  prices  took 
off,  some  buyers  boosted  their  orders 
to  beat  future  hikes,  while  some  sellers 
slowed  sales  to  profit  fi"om  the  runup. 

To  the  extent  that  all  this  represents 
a  speculative  bubble,  the  predictalile 
outcome  is  a  near-term  correction.  But 
homebuilders  fear  that  the  correction 
will  Ije  small  and  short-lived.  They  calcu- 
late that  price  increases  since  early  (Oc- 
tober add  some  S4,600  to  an  average 
single-family  home  costing  about 
S  120.000.  "The  high  cost  of  lumber 
threatens  to  weaken  both  the  housing 
upturn  and  the  economic  recovery," 
warns  economist  Michael  Carliner  of  the 
National  Association  of  Home  Builders. 

Meanwhile,  though  companies  that 
gi'ow  their  own  trees  ai"e  currently  coin- 
ing money  from  their  wood  operations, 
those  mills  that  buy  fi'om  government 
lands  are  being  scjueezed.  So  forest-prod- 
uct companies  are  pressing  the  White 
House  to  convene  its  promised  "timber 
summit"  within  the  next  few  months  to 
resolve  the  environmental  debate  over 
timber  policy  and  ensure  a  dependable 
long-term  solution  to  the  supply  prob- 
lem. And  carpenters,  lumber  dealers, 
and  homebuilders  are  lobbying,  as  well. 

The  irony  for  the  latter  gi'oups,  how- 
ever, is  that  any  steps  approved  at  the 
summit  are  unlikely  to  affect  lumber 
prices  for  many  months.  As  the  spring 
and  summer  building  seasons  approach, 
lumber  prices  are  in  the  gi'ip  of  the  mai'- 
ket.  And  this  vear,  the  market  is  a  tiger. 


BANK  LENDING  MAY  BE 
COMING  OUT 
OF  ITS  SLUMBER 


m't  look  now,  liut  lending  activity 
ly  commercial  banks  is  finally  on 
the  upswing.  Economist  Alan  Levenson 
of  UBS  Securities  Inc.  points  out  that 
the  latest  monthly  tally  indicates  that 
commercial  and  industrial  loans  posted  a 
0.4%  advance  in  .January,  their  largest 
gain  since  October,  1989.  And  a  0.7% 
rise  in  personal  loans  i:)ushed  such  lend- 
ing to  its  highest  level  since  April,  1989. 
The  January  pickup  in  bank  lending,  he 
says,  "should  allay  some  of  the  fears 
aroused  by  the  recent  weakness  in  pop- 
ulai-  measures  of  the  money  supply." 


ENJOY  THE  SURGE 
IN  PRODUCTIVITY- 
IT  MAY  NOT  UST 


Although  business  productivii 
surged  by  3.2%  last  year,  its  sti-on 
est  showing  in  two  decades,  economi 
Michael  Moran  of  Daiwa  Securitii 
America  Inc.  notes  that  it's  still  far  t( 
early  to  conclude  that  this  gain  repr 
sents  a  long-term  improvement  in  tl 
economy's  performance.  "Productivi; 
has  a  strong  cyclical  component  and  ty 
ically  gi"ows  very  rapidly  in  the  ear 
stages  of  an  expansion,"  he  says. 

In  fact,  Moran  calculates  that  produ 
tivity  growth  during  the  first  sevt 
quarters  of  the  current  upswing  ju 
about  matches  the  average  of  the  prii 
six  recoveries.  The  robust  expansic 
that  began  in  late  1982,  he  cautions,  al: 
fueled  speculation  that  the  use  of  ne 
technologies  was  pushing  productivii 
onto  a  higher  grou1:h  path. 


COLLEGE  GRADS  FIND 
FEWER  JOBS— AND  NOW 
FOR  LESS  PAY 


The  bad  news  in  Michigan  State  Ur 
versity's  recent  annual  nationwic 
survey  of  prospective  employers  is  th; 
they  plan  to  cut  their  hiring  of  new  c( 
lege  graduates  again  this  year— for  t\ 
fourth  year  in  a  row.  The  hint  of  goc 
news  is  that  the  projected  2.1%  drop  : 
hiring  this  school  year  is  far  below  tl 
average  10%  decline  of  the  previoi 
three  years. 

"Employers  say  the  jol)  market  cou 
improve  by  the  end  of  1993,"  says  ! 
Patrick  Scheetz  of  Michigan  State's  Ct 
lege  Employment  Research  Institute. 

Such  words  are  cold  comfort  to  th 
spring's  graduating  class,  which  fac( 
poorer  job  prospects  and,  for  the  fin 
time  in  recent  memory,  starting  sal 
ries  that  will  be  down  in  real  term 
The  Michigan  State  survey  indicat( 
that  average  starting  salaries  for  ne 
l)achelor's-degi"ee  holders  will  be  up  on. 
1%  to  2%  over  last  year— below  the  pr 
jected  3%  rate  of  inflation.  By  contras 
starting  salaries  were  up  an  average  5 
or  so  in  recent  j^ears. 

Majors  garnering  the  highest  stari 
ing  salaries  at  the  baccalaureate  leV' 
include  engineering  (particularly  chem 
cal  engineering!,  computer  science,  nur 
ing,  and  physics.  At  graduate  level] 
MBA  starting  salaries  this  year  averagj 
839,143— more  than  the  average  for  oth( 
master's  degrees,  and  even  PhDs. 
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Small  Wonder 


Introducing  The  PCX,  The  Smallest  Cellular  Flip  Phone  Around. 

The  PCX™  has  features  to  satisfy  virtually  every  speed  dialing,  customized  roaming  access, 

personal  communications  need,  including  a  smart  ^^Hj  ^^'^     optional  alkaline  battery  pack, 

pager  with  a  voice  chip  that  answers  and  even  ^^^B  W'^'^  ci"  ^'^'^  ci'^d  more,  the  PCX  is  just 

let's  you  screen  your  calls.  Plus,  the  PCX  has  .^^^H  need.  Small  wonder. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


THE  INCREDIBLE  EXPANDING  FAX 

YOUR  BUSINESS  CAN'T  OUTGROW  IT 
THE  COMPETITION  CAN'T  OUTPERFORIVI  IT 


THE  RICOt 
R\X4500L 


Nothing  else  looks  like  it.  or  works  like  it, 

The  RICOH  plain  paper  laser  FAX4500L  gives  your 
business  a  whole  new  combination  of  expandability  and 
productivity.  Its  memory  can  expand  from  57  to  1.200  pages 
and  its  paper  supply  can  grow  from  250  to  an  unprecedented 
2,250  sheets.  Which  means  no  matter  how  big  your  business 
gets,  the  FAX4500L  just  gets  more  impressive. 

,  Productivity^  The  FAX4500L  scans  at  a 

g  rate  of  approximately  2  seconds  a  page,  and 

*  transmits  at  a  rate  of  6  seconds,  upgradable  to 

1.5  seconds*  a  page.  Unattended.  Plus, 
it  has  dual  access.  Allowing  you  to  scan 
a  document  into  memory  even  while 
you're  sending  or  receiving.  That  means 
less  time  faxing,  more  time  producing. 

Get  your  office  working  more  productively. 
Call  1-800-63-RICOH  ext,  1380  today. 


THE  NAME  TO  KNOW^ 


luoeH 

1-800-63-RICOH 


©  1992  Ricoh  Corporation.    *  In  Q-oup  4  operation. 
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BY  JAMES      COOPER  AND  KATHLEEN  MADIGAN 


INALLY,  THE  JOB  ENGINE 
\  REVVING  UP 


JOB  GROWTH 
G/^THERS  STEAM 


iir!jniiiiiiiiiiniiiiiiiiiiiiiiii 


fter  two  years  of  sputtering  along  because  of  a 
misfiring  job  market,  the  U.  S.  economy  is  now 
starting  to  hum.  Last  month's  surge  in  employ- 
it,  which  surprised  both  Washington  and  Wall  Street, 
ins  that  this  expansion  is  entering  a  completely  new 
.se,  as  growth  shifts  to  a  pace  that  consumers  and 
inesses  can  finally  feel. 

Stronger  job  markets  will  supply  the  missing  spark. 
1  in  the  steep  drop  in  long-term  interest  rates  and  the 
nomic  momentum  generated  at  the  end  of  1992,  and 
;  combination  will  fuel  demand  for  everything  from 
/  homes  to  household  appliances  to  high-tech  business 
ipment  in  a  way  that  has  been  lacking  since  the  recov- 
began  in  March,  1991.  The  resiilt:  an  economy  that  can 
ast  move  ahead  under  its  own  power. 

So  far,  businesses  have  bene- 
fited the  most  from  this  expan- 
sion. They  have  boosted  produc- 
tivity and  cut  costs— largely  by 
slashing  jobs,  holding  the  line  on 
wage  growth,  and  using  lower 
interest  rates  to  shrink  interest 
costs  on  old  debt.  Consequently, 
margins  are  fatter,  and  corpo- 
rate profits  have  surged  during 
the  past  year. 

Now,  households  will  share  the 
inty.  With  demand  picking  up,  financially  fit  business- 
are  feeling  more  confident  about  expanding  their  pay- 
,s  (chart).  At  the  same  time  consumers,  who  have 
in  getting  their  own  financial  act  together,  show  a 
V  willingness  to  borrow  and  spend.  Better  job  growth 
1  only  reinforce  that  trend. 

,ONG  The  February  employment  report  strong- 

tATES  ly  confirms  other  recent  indications  that 

!AN  STILL  the  labor  markets  are  firming  up.  Non- 
lECLINE  farm  industries  in  the  private  sector  add- 
364,000  workers  to  their  payrolls  last  month,  the  larg- 
monthly  increase  in  five  years.  Some  60%  of  the  3.56 
ustries  in  the  Labor  Dept.'s  survey  added  on  new 
rkers  in  February,  the  broadest  gain  in  four  years. 
Phe  size  of  the  gain  stunned  the  bond  market.  The 
)mise  of  deficit  reduction  and  other  reports  that  the 
inomy  might  be  losing  steam  had  lulled  the  market's  in- 
;ion  fears  to  sleep.  But  immediately  following  the  re- 
se  of  the  robust  job  report  on  Mar.  5,  bonds  sold  off 
irply,  pushing  long-term  rates  back  up. 
3owever,  by  the  end  of  the  day,  the  huge  sell-off  had  al- 
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most  reversed  itself.  The  message:  The  bond  market  re- 
mains keenly  focused  on  President  Clinton's  efforts  to 
cut  the  deficit.  Given  that,  little  stands  in  the  way  of 
further  declines  in  long-term  interest  rates  (page  58). 

Short-term  rates  are  a  different  story.  The  size  of  the 
February  job  gains  easily  killed  any  chance  that  the  Fed- 
eral Reserve  might  put  through  one  more  easing  of  mon- 
etary policy.  The  Fed's  own  regional  survey  of  economic 
conditions,  released  on  Mar.  10,  shows  "continued  im- 
provement in  early  1993."  As  a  result.  Fed  policy  now  ap- 
pears to  be  on  hold  for  a  very  long  time. 

Although  the  jump  in  payrolls 
clearly  is  good  nev/s  for  the  out- 
look, some  caution  is  due.  The 
February  gains  were  probably 
not  as  strong  as  they  look.  410 
Quirks  in  the  government's  sea- 
sonal adjustment  of  the  numbers 
appear  to  have  exaggerated  the 
96,000  job  advance  in  construc- 
tion and  131,000  increase  in  retail 
trade. 

But  even  allowing  for  that,  job 
growth  is  accelerating.  Rivate  payrolls  now  have  risen  six 
months  in  a  row,  with  job  gains  averaging  about  120,000 
per  month,  up  from  an  average  of  20,000  in  the  previous 
six  months.  Last  month's  advance  suggests  that  job 
growth  is  shifting  to  a  higher  plane. 

EVEN  THE  That  shift  should  become  increasingly  ev- 
NORTHEAST  ident  in  coming  months,  especially  when 
IS  GAINING    manufacturers  finally  give  in  to  the  need 

■'^^^  for  more  workers.  Factories  added  only 

10,000  employees  in  February,  following  a  29,000  increase 
in  -January,  but  that  pace  is  bound  to  pick  up. 

Already,  orders  are  backing  up  and  inventories  are 
running  low.  Manufacturers'  unfilled  orders  rose  0.4%  in 
January,  the  third  rise  in  the  past  four  months,  following 
a  string  of  13  consecutive  declines.  And  factory  inventories 
shrank  0.2%  in  January,  the  fifth  straight  drop.  Stronger 
demand  in  recent  months  has  pushed  the  ratio  of  factory 
inventories  to  shipments  to  a  near-record  low. 

Amid  all  this,  manufacturers  extended  their  workweek 
yet  again,  from  41.4  hours  to  41.5  hours  in  February 
(chart).  The  workweek  has  been  that  long  only  one  other 
time  in  the  postwar  era.  With  a  clear  impetus  for  further 
output  gains,  and  with  the  workweek  at  a  historic  high, 
the  need  for  additional  workers  seems  obvious. 

Another  of  the  many  bright  spots  in  the  latest  em- 
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ployment  numbers  is  the  clear  pickup  in  the  hard-hit 
Northeast.  Since  July,  1992,  job  gains  in  Massachusetts. 
New  York,  New  Jersey,  and  Pennsylvania  have  accounted 
for  nearly  40%  of  the  overall  growth  in  civilian  employ- 
ment. Yet  those  states  employ  only  17%  of  U.S.  workers. 

Faster  employment  growth 
continued  to  shrink  the  jobless 
ranks  in  February.  The  unem- 
ployment rate  fell  from  7.1%  in 
January,  to  7%  (chart).  However, 
joblessness  is  still  above  where  it 
was  at  the  end  of  the  recession, 
and  further  declines  will  be  slow. 
Although  hiring  is  picking  up,  it 
remains  below  the  pace  of  a  typ- 
ical expansion. 

The  good  news  is  that  layoff- 
mania  appears  to  be  subsiding.  The  percentage  of  unem- 
ployed people  in  February  who  lost  their  last  job  fell  to 
52.3%,  the  lowest  in  two  years.  Also,  the  (juality  of  new 
jobs  is  improving.  During  the  past  year,  people  who  work 
part-time  l)ecause  they  cannot  find  full-time  work  ac- 
counted for  only  5%  of  overall  employment  growth,  a 
sharp  reversal  from  the  recovery's  first  year. 

(ANOTHER  Because  unemployment  remains  so  high, 
GAIN  IN  businesses  will  l)e  under  little  pressure 
WAGES  AND  to  raise  wages  to  attract  new  workers. 
SALARIES       p.^y  trains  had  edged  up  at  the  end  of 

1992  because  of  increased  overtime.  But  since  new  work- 
ers tend  to  earn  less,  the  recent  gains  in  hiring  mean  that 
wage  growth  in  the  latest  months  has  slowed. 

Hourly  nonfann  pay  in  February  rose  a  modest  0.2%,  to 
$10.7.5.  And  wages  have  advanced  by  just  2.3%  in  the  past 
year— down  from  their  3%  pace  in  the  previous  12  months. 
The  average  weekly  pay  in  the  nonfarm  sector  also  in- 
creased only  0.2%  in  February,  to  $370.88. 

Household  finances,  though,  are  in  better  shape  than 


CONSUMERS  PULL 
OUT  THE  PLASTIC 


last  month's  pay  numliers  indicate.  For  one  thing,  week 
pay  rose  by  1%  in  Januai-y,  and  it  had  grown  at  a  3.1%  a 
nual  rate  in  the  fourth  quarter.  More  important,  the  larj 
influx  of  new  hires  means  that  the  wages-and-salari' 
component  of  Febraary  personal  income  should  show  a  S( 
id  gain  when  that  data  is  reported  on  Mar.  29 

In  addition,  consumers  have  spent  three  years  lighte 
ing  their  debt  burdens.  And  the  bond  rally  is  enablii 
thousands  of  homeowners  to  free  up  billions  of  dollars  1 
refinancing  their  mortgages  at  lower  rates 

With  smaller  monthly  bills  to 
pay,  consumers  are  beginning  to 
feel  more  comfortable  about  bor- 
rowing again.  Total  installment 
debt  rose  $904  million  in  Janu- 
ary. And  since  November,  credit 
has  grown  $5.2  billion,  the 
l)iggest  three-month  gain  in  "S/i 
years  (chart). 

Revolving  credit  grew  by  al- 
most $2  l)illion  in  January.  Some 
of  that  increase  likely  reflected  a 
delay  between  the  time  when  consumers  charged  a  pi: 
chase  during  the  holiday  season  and  when  the  Ijill  sho\\  ( 
up  in  the  Federal  Reserve's  data.  Reports  from  maj 
credit-card  companies  indicate  that  card  use  in  Februai 
continued  to  be  above  year-earlier  levels. 

Even  with  the  recent  spurt  in  borrowing,  thouu 
household  debt  burdens  are  shrinking.  Credit  outstandii 
as  a  percentage  of  aftertax  income  remained  at  its  7!^-yej 
low  of  16%  in  January.  And  debt  loads  will  decline  fmth 
as  jobs  and  incomes  continue  to  grow. 

Indeed,  if  a  faster  pace  of  hiring  has  finally  kicked  i 
the  economy  will  motor  along  a  lot  more  smoothly 
1993  than  it  did  during  the  expansion's  first  two  yeai 
And  consumers,  who  had  been  too  worried  about  the 
jol)s  to  notice  the  recovery,  may  at  last  be  able  to  sit  bai 
and  enjoy  the  ride. 


JULY  '92  JAN,  '93 

▲  BILLIONS  OF  DOLLARS,  THREE-MONTH  CH/ 
DflA.  FEDERAL  RESERVE,  BUSINESS  WEEK 


HOUSING  STARTS 


Tncsdaij,  Mar.  lii,  8:30  (i.iu. 
Housing  starts  jirohably  bounced  t)ack  to 
an  annual  rate  of  1.23  million  in  Fehi-u- 
ary,  after  dropping  7.2%  in  January,  to  a 
1.19  million  pace.  That  is  the  median 
forecast  of  economists  surveyed  by  MMS 
International,  a  division  of  McGraw-Hill 
Inc.  The  i'eV)ound  is  su.ggested  by  the 
continued  decline  in  mortgage  interest 
rates  and  an  increase  in  construction 
jolis  in  February. 

CONSUMER  PRICE  INDEX  

Wednesday,  Mar.  17,  8:30  a.»i. 
Consumer  prices  likely  rose  l)y  a  modest 
0.3%  in  Fehi'uary.  If  so,  that  would  calm 
inflation  fears  that  perked  up  after  the 


t'Fl  posted  a  0.5%  increase  in  January. 
One-time  jumps  in  the  price  of  tobacco 
l)i'oducts  and  airfares  contributed  to  that 
burst  of  inflation.  In  general,  price  hikes 
remain  subdued. 

INDUSTRIAL  PRODUCTION  

Wednesday,  Mar.  17,  U:1.5  (uiii. 
Output  at  the  nation's  factories,  mines, 
and  utilities  probably  rose  by  0.3%  in 
February,  after  a  0.5%  advance  in  Janu- 
ary. Thai's  suggested  by  increases  in 
factory  jobs  and  worktime,  plus  a  posi- 
tive reading  on  industrial  activity  from 
the  National  Association  of  Purchasing 
Management.  Tlie  MMS  survey  also  fore- 
casts that  the  capacity  utilization  rate 
for  all  industry  probably  rose  to  79.6% 
last  month,  from  79.5%  in  January. 


MERCHANDISE  TRADE  DEHCIT 

Thursday,  Mar.  18,  8:30  clih. 
The  foreign-trade  deficit  likely  wideni 
to  about  $7.2  l)illion  in  January,  from 
billion  in  December.  The  MMS  economis 
project  that  exports  fell  back  to  $39  h 
lion  after  jumping  4%  in  December, 
$.39.7  liillion.  Imports,  which  rose 
$46.7  billion  in  December,  probably  f 
slightly,  to  $46.2  billion  in  January. 

FEDERAL  BUDGET  

Friday,  Mar.  19,  2  p.m. 
The  MMS  survey  calls  foi-  the  U.  S.  Trei 
ury  to  post  a  $49.5  billion  deficit  in  Fe 
ruary,  about  the  same  deficit  level  as 
February,  1992.  The  federal  governme 
had  a  $29.8  billion  surplus  in  January. 
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Buick  Ultra. 

Even  the  lease  is 
comfortable. 


Buick  Park  Avenue  Ultra.  Buick's 
continual  dedication  to  quality  is  paying  off 
in  higfi  residual  values  for  Ultra  leases.  So 
right  now  you  can  get  very  attractive  monthly 
payments  when  you  SmartLease^"  an  Ultra. 

An  Ultra  lease  consei'ves  your  capital  and 
reduces  up-front  expenses.  Attractive 
monthly  payments  make  your  Ultra  as 
comfortable  to  lease  as  it  is  to  drive. 


SmartLease  Options.  If  you  drive  your 
Ultra  less  than  12,000  miles  a  year,  you  may 
be  eligible  for  the  Ultra  Luxury  Lease  Program. 
If  your  current  GMAC  lease  is  about  to  expire, 
your  security  deposit  and  first  monthly 
payment  on  Ultra  SmartLease  may  be  waived. 
Act  Now.  For  information  on  Ultra,  call 
l-800-4A-Buick.  For  information  on  Ultra 
SmartLease,  see  your  Buick  dealer. 


BllICK 

SMARTtEASE 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


"I'1993  GM  Corp  All  rights  reserved  Buckle  up,  America!  f  j' 
Park  Avenue  is  a  registered  trademark  of  CM  Corp  I  ! 


STRATEGIES  I 
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CUT  COSTS 
OR  ELSE 

COMPANIES  LAY  DOWN  THE  LAW  TO  SUPPLIERS 


When  more  than  r]{)0  General 
Electric  Co.  appliance  division 
suppliers  assembled  in  a  cav- 
e)'nous  ballroom  at  the  Hurstbounie  Ho- 
tel outside  Louisville,  Ky.,  last  Novem- 
ber, most  were  ap|)rehensive.  But  they 
were  hardly  expeciiuK  the  jolt  that  CE 
had  [prepared  for  them.  Executives  at 
the  meetinji  announced  "Tar^^et  10,"  a 
draconian  initiative  aimed  at  slashinjj  the 
appliance  unit's  supplier  costs  by  107' 
annually,  starting  in  Sui)pliers 
would  K'et  lielj)  from  (if:  in  findin^^  sav- 
ings, l)ut  those  that  didn't  alf)ng 
would  proliably  lose  CE's  business.  And 
with  appliance  margins  slim  and  price- 
cutting  fierce,  declared  ajjpliance  unit 
President  J.  Richard  Stonesifer  somber- 
ly: "We  see  no  relief  in  sight." 
Today,  (iE's  new  cost-saving  intiative 


is  in  full  swing,  and  many  of  its  contrac- 
tors are  struggling  to  find  ways  to  cope. 
A  few  have  resisted.  But  they're  buck- 
ing a  trend  that's  quickly  gaining  mo- 
mentum. Across  America,  in  industries 
big  and  small,  companies  are  giving 
their  suppliers  a  blunt  message:  Cut, 
cut,  and  cut  some  more. 

General  Motors  Corp.'s  cost-slashing 
messiah,  J.  Ignacio  Lopez  de  Arriortua, 
brought  the  issue  to  the  fore  when  he 
very  publicly  demanded  double-digit 
price  cuts  from  (;m  sup])liers  last  year. 
Now,  a  legion  of  big-name  U.  S.  con- 
cerns, including  AUiedSignal,  iHM,  Dow 
Chemical,  and  Du  Pont  are  playing  vari- 
ations on  the  cost-slashing  theme.  While 
the  companies  all  say  they  are  seeking 
"cooperation"  with  suppliers,  a  few  are 
clearly  taking  the  get-tough,  Lopez  ap- 


proach. United  Airlmes  Inc.  has  demanc 
ed  that  suppliers  come  up  with  cost  cut 
of  107'  or  more.  And  at  GE,  Chairma 
John  F.  Welch  Jr.  is  leading  a  company 
wide  drive  to  slash  supplier  costs.  Th 
Hurstbourne  meeting,  as  recorded  in 
videotape  made  by  GE  and  obtained  froi 
a  supplier  by  BUSINESS  WEEK,  show 
that  ge's  demands  are  hardly  mild. 
BOOMERANG.  For  Corporate  America' 
suppliers,  there's  often  no  alternativ 
but  to  go  along.  The  cost  of  purchase 
materials  accounts  for  more  than  507'-  c 
most  manufacturers'  expenses  (chart 
so  suppliers  know  it's  the  main  place  bi 
companies  must  cut.  Despite  the  stead 
recovery  in  the  U.  S.  economy,  viciou 
price  competition  and  customer  demand 
are  forcing  the  companies  to  browbea 
cajole,  and  beg  contractors  to  cut  costs 
And  they're  never  satisfied.  The  mei 
sage,  says  Alexander  A.  C.  Wilson,  dire( 
tor  of  U.  S.  manufacturing  at  IBM's  pei 
sonal-computer  company:  "207^',  209! 
207 — continual  price  reductions." 

The  trend,  moreover,  is  already  goin, 
global.  In  Germany,  auto  maker  Mei 
cedes  Benz  recently  announced  an  ovei 
haul  of  its  supplier  relations.  And  rivj 
'Volkswagen  in  early  March  asked  som 
suppliers  for  price  cuts  of  at  least  57 
Now,  ailing  VW  also  may  be  courtin: 
Lopez  for  a  top  spot.  Lopez  has  said  tha 
he's  happy  at  GM,  though  he  hasn't  shu 
the  door  on  a  move.  VW  won't  commeni 
though  it  says  it  will  consider  personnc 
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nges  at  a  Mar.  16  board  meeting, 
n  any  case,  Volkswagen  is  already 
'V/ing  just  why  Lopez  would  feel  at 
ne  there.  At  one  recent  meeting  with 
)pliers,  new  Chairman  Ferdinand 
ch  was  confronted  by  a  supplier  who 
isted  he  couldn't  afford  a  5%  price 
.  Attendees  at  the  meeting  say  Piech, 
engineer  by  training,  turned  to  one  of 

engineers  and  asked  if  the  supplier 
)roved  vw's  mileage.  Told  no,  Piech 
lied:  "0.  K.,  let's  do  without  them." 
''ew  companies,  however,  are  so  close- 
following  the  GM  formula.  Though  GM 
lies  it,  suppliers  say  Lopez  alienated 
ny  of  them  by  rebidding  long-term 
itracts,  offering 
jater  volumes  but 
netimes  ditching  old 
-tners  for  low-ball 
ders.  While  acknowl- 
?ing  that  GM  needs 

changes,  Robert  Ci- 
,  chief  executive  of 
Dper  Industries  Inc., 
big  Houston  parts 
oplier,  calls  that  a 
iveman"  approach. 
Phe  cutting  at  GM 
y  be  having  a  pun- 
ing  boomerang  ef- 
t.  Several  suppliers 
im,  for  instance,  that 
?y're  now  pulling 
;k  on  research  for  fu- 
•e  GM  parts.  They  also 


claim  they  will  turn  over  new 
ideas  to  Chrysler  Corp.  or  Ford 
Motor  Co.,  which  take  the  more 
cordial  approach  of  forging  tight 
cooperative  relationships  with 
their  suppliers.  GM  says  it  isn't 
aware  of  a  problem.  But  a  spokes- 
woman adds  that  suppliers  who  cut 
needed  research  and  development, 
won't  be  doing  business  with  GM 
much  longer." 

That  could  be  a  big  advantage  for 
rivals.  Thomas  T.  Stallkamp,  Chrysler's 
vice-president  for  procurement  and  sup- 
ply, says  his  company  is  mainly  interest- 
ed m  attacking  "sys- 
tem costs"  by 
working  with  suppli- 
ers so  vehicles  can  be 
made  more  cheaply. 
And  the  approach  is 
working:  One  cast- 
ings supplier  went  so 
far  as  to  recommend 
that  the  intake  mani- 
folds he  made  could 
be  replaced  by  plas- 
tic, saving  Chrysler 
$3  a  car.  That  cost 
him  the  business, 
since  he  didn't  make 
plastic  parts.  But  he 
was  rewarded  with 
new  orders  for  sus- 
pension components. 

Such  "partnering" 
has  been  a  buzzword 
for  some  time.  Companies  such  as  Xe- 
rox, Motorola,  Ford,  and  Du  Pont  in  the 
1980s  built  ties  that  involved  suppliers  in 
product  design  and  troubleshooting.  But, 
says  James  P.  Kuhn,  a  vice-president  at 
A.  T.  Kearney  Inc.,  there  was  a  "relax- 
ation, almost  imperceptible,  of  demands 
by  customers  for  price  competitiveness." 

Now,  companies  such  as  Du  Pont  Co., 
which  forged  close  ties  with  many  of  its 
contractors,  are  asking  vendors  for 


PARTS  ARE  A  BIG 
PIECE  OF  THE  PIE 

Cost  of  materials 

51,5  triiiion  ~~ 


Payroll 

S0.5  trillion 

Profits,  taxes, 
and  other  items 

SO. 8  trillion" 


Total  value  of  U.S.  manufacturers' 
factory  shipments  $2.8  trillion* 

•NUMBERS  ARE  FOR  1991,  THE  LATEST  AVAILABLE 
DATA,  U  S  BUREAU  OF  THE  CENSUS 


HOW  SOME  ARE  GETTING  TOUGH  WITH  SUPPLIERS 


Here  are  some  of  the  strategies  companies  are  using 

►  RENEGOTIATE  CONTRACTS  Send  suppliers 
letters  demanding  price  cuts  of  5%  or       the  improvem 
more;  rebid  the  con- 


tracts of  those  who 
refuse  to  cut  costs 
►  OFFER  HELP  Dispatch 
teams  of  experts  to  sup- 
pliers' plants  to  help 
reorganize  and  sug- 
gest other  productivity- 
boosting  changes; 
work  with  suppliers  to 
make  parts  simpler  and 
cheaper  to  produce 


more.  In  January,  Du  Pont  told  suppliers 
it  needed  57'  in  cost  cuts  this  year, 
through  lower  prices  or  savings  through 
process  changes.  Du  Pont  isn't  scrap- 
ping its  partnerships,  but  Philip  J.  Kel- 
ler, a  company  procurement-process 
manager,  wants  to  keep  the  pressure  on. 
"We  don't  want  to  get  fat,  dumb,  and 
happy,"  he  says.  The  goal,  he  adds:  "to 
keep  us  both  from  getting  flabby." 
NO  BEATING.  Other  large  corporations 
are  also  trying  to  build  on  the  relation- 
ships they  forged  during  the  1980s. 
Crown  Equipment  Corp.,  a  maker  of 
forklift  trucks,  sent  out  a  letter  in  late 
February,  asking  its 
top  suppliers  to  ferret 
out  savings  and  offer 
price  cuts,  though  it 
specified  no  exact 
percentage.  Crown 
isn't  trying  to  "beat 
suppliers  over  the 
head,"  says  its  pur- 
chasing manager, 
Mark  Gagle. 

And  the  partnering 
trend  isn't  going  to 
let  up  any  time  soon. 
AlliedSignal  Inc.  says 
it  plans  to  drop  807 
or  more  of  its  10,000 
suppliers  over  the 
next  three  years  as  a 
prelude  to  building 
closer  ties  with  those 
that  remain. 
Of  course,  all  these  painful  changes 
do  have  a  bright  side.  Consumers  bene- 
fit, for  one  thing.  Georgia  State  Univer- 
sity economist  Donald  Ratajczak  says  re- 
duced supplier  costs  are  one  big  reason 
inflation  will  remain  low,  because  the 
cuts  are  usually  passed  along  to  consum- 
ers in  lower  prices. 

But  the  penchant  of  some  companies 
for  hammering  very  hard  on  suppliers 
worries  some  pioneers  of  partnership.  "I 
think  it's  a  little  early  to 
judge,"  says  former 
Motorola  Inc.  purchas- 
ing chief  Ken  Stork. 
"But  I'd  share  a  con- 
cern that  things  are 
headed  in  a  negative  di- 
rection." Many  suppli- 
ers also  have  that  wor- 
ry. As  one  auto-supplier 
executive  moans:  "I'm 
preparing  for  the  worst 
year  of  my  life."  And 
it's  only  March. 

By  Kevin  Kelly  in 
Chicago  and  Zachary 
Schiller  in  Cleveland, 
ivitk  James  B.  Treece  in 
Detroit  and  bxireau 
reports 


to  cut  component  costs 

•  To  make  sure 
ents  keep  coming,  set 
annual,  across-the- 
board  cost-reduction 
targets,  often  of  5% 
or  more  a  year 
►  PARE  DOWN  SUPPLIERS 
Slash  the  overall 
number  of  suppliers, 
sometimes  by  up  to 
80%,  and  boost  pur- 
chases from  those  that 
remain  to  improve 
economies  of  scale 
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TRADE  I 


NAFTA  ISN'T  OUT, 
BUT  IT  SURE  IS  DOWN 


The  trade  pact  might  not  survive  Washington,  let  alone  Ottawa 


Somebody  had  better  check  the 
North  American  Free  Trade 
Agreement's  pulse. 
When  George  Bush  left  office,  the 
pact  looked  healthy.  It  was  expected  to 
glide  through  Congress,  adorned  with  a 
few  side  accords  to  meet  critics'  con- 
cerns. Supporters  hoped  the  agreement 
would  trigger  a  trade  boom  and  spawn 
similar  market-opening  pacts 
throughout  the  hemisphere. 

But  as  U.  S.,  Me.xican,  and 
Canadian  negotiators  plan  for  a 
Mar.  17  meeting  in  Washington 
to  hash  out  the  final  details,  the 
agreement  is  on  life  support. 
Some  of  the  Clinton  Adminis- 
tration's core  constituencies 
want  to  kill  it.  Conflicts  within 
the  Administration  may  hamper 
a  unified  strategy  for  curing 
some  of  the  agreement's  ills. 
What's  more,  investor  jitters 
about  l\Iexico"s  prospects  with- 
out the  deal  and  upcoming  elec- 
tions in  Canada  pose  further 
threats  to  the  Yukon-to-Yuca- 
tan  accord,  "naft.^  is  in  trou- 
ble," says  Robert  L.  McNeill, 
executive  vice-chairman  of  the 
Emergency  Committee  for 
American  Trade,  a  supporter  of 
the  agreement. 

One  reason  is  a  shift  in 
American  public  sentiment. 
Last  year,  polls  showed  approv- 
al of  the  pact  running  more 
than  2  to  1  among  the  small 
number  of  people  who  knew 
about  it.  But  as  familiarity  has 
grown,  so  has  opposition.  With 
slightly  more  than  half  of 
American  voters  now  saying 
they  are  aware  of  N  AFT.\,  oppo- 
nents outnumber  supporters, 
according  to  recent  polls.  That 
reflects  fears  that  American 
jobs  will  be  lost  to  low-cost  la- 
bor in  Mexican  plants. 

Rising  opposition  is  galvaniz- 
ing a  lobbying  effort  on  Capitol 
Hill.  Key  Clinton  supporters 
such  as  unions,  environmental- 
ists, and  minorities  are  griping. 
And  lawmakers  are  listening. 
"What  our  big  businesses  want 
to  do  is  make  products  down 
there  with  cheap  labor  and  sell 


them  on  the  open  market,"  complains 
House  Small  Business  Committee  Chair- 
man John  J.  LaFalce  (D-N.  Y.).  "Who 
benefits  from  that'?" 
STRAY  PACT.  To  win  passage,  the  Admin- 
istration will  have  to  become  far  more 
aggressive  than  it  has  been  up  to  now. 
Although  Clinton  has  endorsed  XAFTA, 
there  are  lingering  doubts  about  how 


JITTERS  THAT  COULD  SCUTTLE 
THE  FREE  TRADE  AGREEMEHT 


ANGER  UP  NORTH  Conservatives  plan  to  push  the  pact 
through  Parliament  in  June,  but  opposition  Liberals  vow 
to  demand  changes  if  they  v^in  elections  this  fall. 

MEXICAN  JITTERS  President  Carlos  Salinas  de  Gortori 
needs  speedy  ratification  to  ensure  victory  for  his  party 
in  elections  next  year.  Investors  already  are  worried  that 
a  scuttled  deal  might  derail  Mexico's  economic  reforms. 

TROUBLE  IN  THE  HEARTLAND  Polls  show  more  Americans 
now  oppose  the  agreement  than  support  it.  And  labor 
and  minority  groups  have  organized  to  kill  it. 

HOW  SERIOUS  IS  THE  ADMINISTRATION?  While  express- 
ing overall  support  for  NAFTA,  Clinton  may  allow  sub- 
stantial reworking  of  addenda  to  the  agreement- 
angering  Canada  and  Mexico. 

DAT*.  BUSINESSWEEK 


committed  he  is  to  George  Bush's  dea 
"This  Administration  didn't  negotiat 
XAFTA,"  says  U.  S.  Trade  Representati\ 
Mickey  Kantor.  "Our  challenge  is  t 
strengthen  this  agreement  and  make 
acceptable  to  the  public." 

To  assuage  opponents,  the  Admini: 
tration  plans  to  negotiate  a  series  c 
supplemental  treaties  governing  workt 
rights,  environmental  safeguards,  an 
protection  against  import  surges.  But  ii 
ternal  splits  could  hurt  these  effoi" 
The  Commerce,  State,  and  Treasury  Di 
partments  want  a  toothless  trinatioii; 
panel  to  monitor  abuses  and  publici;: 
them.  But  more  hawkish  Labor,  Interin 
and  the  Environmental  Protection  Agei 
cy  want  arbitration  panels  in  each  are 
that  could  impose  stiff  penalties  an 
even  confiscate  goods  if  compi 
nies  fail  to  adhere  to  standard 

The  Administration  faces 
delicate  task.  If  the  supplemei 
tal  accords  are  too  strict,  the 
could  embarrass  the  rulin 
Mexican  Institutional  Revolt 
tionary  Party  iPRIt,  which 
counting  on  x.AFTA  to  give  th 
Mexican  economy  a  boosi 
•We've  got  a  big  probleil 
liere,"  says  one  senior  U.  S.  ol 
ficial.  "It's  hard  to  folloH 
through  without  being  horribl! 
intrusive  or  allowing  countrie 
to  harrass  each  other." 

The  uncei 
tainty  ove 
XAFTA,  whic 
is  supposed  t 
take  effec 
•Jan.  1,  1994,  already  is  makin 
investors  nervous.  Outsider 
are  waiting  for  ratification  b^ 
fore  making  the  additional  \i 
vestments  in  Mexico  desperate 
ly  needed  by  the  government  cj 
President  Carlos  Salinas  dj 
Gortari.  "We  need  a  bit  of  god 
news  to  cure  these  jitters,"  wol 
ries  Mexican  economist  Luis  P; 
zos.  "People  in  Washington  a) 
pear  to  be  listening  mainly  t 
lobbies  and  ignoring  the  med 
um-  and  long-term  benefits  fc 
the  American  consumer." 
LONG  ROAD.  Even  if  XAFTA 
approved  on  Capitol  Hill  by  th 
end  of  the  year,  its  ultimat 
prospects  are  murky.  While  G 
nadian  Prime  Minister  Bria 
ilulroney's  Conservative  go' 
ernment  has  reaffirmed  its  ii 
tent  to  push  XAFTA  throug 
Parliament  by  June,  it  must  ca 
national  elections  this  fall.  Ani 
the  Conservatives  are  currentlj 
running  28  points  behind  the  0)j 
position  Liberals,  who  vow 
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n  for  rt'opeiiin^'  the  highly  unpopuhir 
eemenl  if  they  win.  Their  beef:  They 
it  a  precise  definition  of  subsidies  in 
agreement  to  stop  the  endless  U.  S.- 
adian  skirmishes  over  Canadian  ex- 
s.  "The  longer-term  success  of  free 
le  depends  on  the  ability  to  define 
.t  a  subsidy  is,"  says  Liberal  Member 
Parliament  Roy  MacLaren,  the  par- 
chief  trade  critic. 

espite  the  dangers  of  the  Clinton  Ad- 
istration's  high-wire  act,  few  experts 
eve  N.AFT.A  will  collapse.  "That  would 
ously  disrupt  the  whole  Mexican  eco- 
lic  game  plan,"  says  Bernard  W. 
nson,  outgoing  Assistant  Secretary 


of  State  for  Inter-Anu'riraii  Affairs.  He 
notes  that  in  anticipation  of  NAFTA, 
much  of  the  rest  of  Latin  America  has 
been  moving  toward  free-trade  pacts 
that  could  eventually  link  the  entire 
Western  hemisphere. 

That  has  always  been  the  dream.  But 
achieving  a  North  American  free-trade 
pact  still  will  require  delicate  surgery  in 
the  side  deals.  And  even  then,  Canada's 
allergic  reaction  makes  it  far  from  cer- 
tain that  NAFTA  will  survive  for  long. 
Somebody  get  a  respirator — quick. 

Bij  Doxglas  Harbircht  in  Washington, 
irith  Geri  Smith  in  Mexico  City  and 
William  C.  Si/inou(ls  in  Toronto 


HE  I 


lERE  MAY  NOT  BE  MUCH  CONFETTI 
r  MILAN  PANIC'S  HOMECOMING 


"J  Pharmaceuticals  has  been  doing  just  fine  without  its  founder 


^  s  a  rookie  diplomat,  Milan  Panic 
«  was  a  bust.  Just  six  months  after 
taking  a  sabbatical  from  ICN 
rmaceuticals  Inc.,  the  Costa  Mesa 
if.)  drug  company  that  he  founded  in 
),  Panic  was  ousted  as  Prime  Minis- 
of  Yugoslavia.  Civil  war  continues  to 
i  in  his  native  country,  undeterred 
,his  efforts  to  galvanize  the  Serbian 
Dsition  and  move  the  country  to  a 
ket  economy. 

lanic  returns  to  ICN  this 
ith,  but  this  homecoming 
'  not  be  any  more  fruitful, 
pite  a  sales  decline  of  9« 
the  third  quarter,  iCN's 
k  price  has  soared  839t 
e  January,  to  $1L  Pros- 
s  are  good — so  good,  in 
:,  that  some  investors 
lid  just  as  soon  see  the  63- 
r-old  Panic  (pronounced 
N-ish)  stay  in  Yugoslavia. 
RAWL?  Lideed,  sharehold- 
are  leaving  open  the  possi- 
y  of  a  proxy  fight  for  con- 

of  ICN's  board.  "Most 
Sessional  investors  would 

to  see  a  change  in  man- 
ment,  and  we'd  support  anyone  who 
lid  propose  a  more  independent 
e"  of  directors,  says  John  Kaweske, 
ortfolio  manager  at  Invesco  Trust 

whose  funds  own  an  estimated  G7' 
CN.  Adds  Seth  Glickenhaus,  a  New 
k  money  manager  and  ICN  investor: 
ere's  been  a  welling  disaffection 
1  Panic,  and  I  would  guess  that 
■e's  going  to  be  some  sort  of  strug- 
over  his  return." 

anic's  tenure  at  ICN  has  been  long  on 
troversy.  Over  the  years,  the  drug- 
cer  has  had  numerous  spats  with 


shareholders,  the  Securities  &  Exchange 
Commission,  and  the  Food  &  Drug  Ad- 
ministration. Two  years  ago,  it  paid  a 
$600,000  fine  to  the  FDA  and  signed  its 
second  SEC  consent  decree — both  with- 
out admitting  fault — over  the  promotion 
of  its  flagship  drug,  the  antiviral  Vira- 
zole,  an  aids  treatment. 

These  days,  investors  are  upset  that 
Panic  would  abandon  the  company  for  a 


age  in  February  managed  a  stock  offer- 
ing that  netted  $9  million  for  Viratek 
Inc.,  ICN's  78'-' -owned  research  subsid- 
iary. "And  they're  very  unhappy  that  he 
continually  sells  stock  on  the  open  mar- 
ket to  support  his  lavish  lifestyle,"  he 
adds.  Most  recently.  Panic  in  January 
cashed  in  $2.9  million  worth  of  K'N  op- 
tions, then  sold  the  shares. 

But  investors  are  bullish  on  R'N.  One 
big  reason:  the  company's  push  into 
Eastern  Europe.  "ICN  is  leading  the 
charge  of  Western  companies  by  provid- 
ing quasi-commodity  pharmaceuticals" 
to  the  region,  says  veteran  drug  analyst 
Samuel  D.  Isaly  of  New  York's  Mehta  & 
Isaly. 

In  May,  1991,  spi  Pharmaceuticals 
Inc.,  ICN's  half-owned  drugmaking  and 
marketing  subsidiary,  bought  75'/i  of 
Yugoslavia's  biggest  drug  company,  Ga- 
lenika — and  rewarded  Panic  with  $5.4 
million  in  SPI  stock.  Galenika  soared  in 
its  first  year  under  SPI,  then  lost  56'a  of 
its  sales  to  the  war  and  the  onset  of 
U.  N.  sanctions.  Now,  SPI  is  within 
weeks  of  formalizing  a  similar  deal  in 
Russia.  It  has  signed  a  letter  of  intent 
with  a  Polish  drug  concern  and  has  had 
discussions  with  Hungarian  companies. 
ALLURING  vows.  Investors  are  betting 
even  more  on  renewed  interest  in  ICN's 
proprietary  ribavirin.  One  of  the  few 
broad-spectrum  antiviral  agents,  riba- 
virin— ICN's  Virazole — seems  well  on  the 
way  to  FDA  approval  for  the  treatment 
of  hepatitis  C.  Analysts  say  that  ICN 


Panic  served 
for  six  months 
as  Yugoslavia's 
Prime  Minister 
but  continued 
to  receive  his 
$620,000 
annual  salary 
from  ICN 


fling  in  international  politics,  however 
well-intentioned.  They're  also  upset  that 
ICN's  board  continued  to  pay  his  $620,000 
annual  salary  while  he  was  on  leave. 
That  perk  reawakened  feelings  among 
investors  that  Panic  has  long  run  ICN 
and  its  subsidiaries  as  a  private  fiefdom. 
Panic,  traveling  in  Europe,  was  not 
available  to  be  interviewed. 

"Institutions  are  fed  up  that  the  board 
continually  replenishes  Panic's  pocket 
with  options  year  after  year,"  says  Ste- 
ven B.  Reid,  health-care  analyst  at  H.  J. 
Meyers  &  Co.  The  Beverly  Hills  broker- 


could  apply  for  FDA  approval  as  early  as 
yearend.  Approval  could  add  $500  million 
to  ICN's  annual  sales. 

Wall  Street,  of  course,  has  heard  such 
alluring  promises  before.  The  differ- 
ence? This  time,  they're  coming  from 
scientific  meetings  and  professional  jour- 
nals, instead  of  from  the  hastily  called 
press  conferences  often  favored  by  Pan- 
ic. Suddenly,  Virazole's  prospects  looks  a 
whole  lot  more  promising.  Indeed,  at  ICN 
these  days,  it's  Panic's  future  that's  up 
in  the  air. 

Bi/  Lain/  Ai'mstrong  in  Los  Angeles 
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DEALS  I 


HAVING  YOUR  CAKE 
AND  SELLING  IT,  TOO 


'Targeted  spinoffs'  let  companies  raise  equity  but  retain  control 


In  the  eyes  of  Wall  Street,  tobacco 
and  food  giant  R.JK  Nabisco  Inc.  is  an 
ungainly  beast.  Because  the  stock 
market  disdains  the  tobacco  industry — 
fearing  a  proposed  $2-per-pack  cigarette 
tax  and  liability  suits  from  cancer  vic- 
tims— it  has  punished  RJR  by  driving  the 
company's  share  price  down  257f  in  the 
past  two  years,  to  just  over  8. 

What's  a  behemoth  to  do?  Split.  RJR 
Nabisco  Holdings  Corp. 
plans  to  offer  stockholders 
separate  shares  in  its  to- 
bacco and  food  arms  while 
retaining  both  units  under 
the  R.JK  umbrella. 
LONGER  LEASH.  The  RJR  so- 
lution, announced  Mar.  2, 
will  be  closely  watched  by  a 
slew  of  other  big,  diversi- 
fied companies  that  want  to 
try  the  same  thing.  Most 
own  a  problem-ridden  sub- 
sidiary that  is  hurting  the 
entire  organization,  or  a 
healthy  division  buried 
among  not-so-hot  subs. 
With  the  stock  market  fly- 
ing high,  new  equity  cheap, 
the  economy  on  the  mend, 


and  few  1980s-style  raiders  hovering 
with  pesky  counteroffers,  such  corpo- 
rate cell  division  is  catching  on. 

These  spinoffs  let  companies  raise 
money  without  forfeiting  control  of 
slumping  subs  that  may  stage  a  come- 
back, rjr's  domestic  tobacco  sales  are 
lackluster,  for  example,  but  overseas 
prospects  show  promise.  At  the  same 
time,  corporate  parents  retain  such  effi- 


THE  NEW  CORPORATE  f  ISSION 

Increasingly,  companies  are  turning  to  stock  spinoffs  as  a  recovery  strat- 
egy. Here  are  some  of  the  biggest  deals  in  the  works-. 

IBM  Lagging  mainframe  sales  obscure  strength  in  other  areas.  So  the 
computer  giant  is  looking  to  peddle  separate  stocks  for  its  personal- 
computer  unit,  printer  group,  and  other  businesses. 

RALSTON  PURINA  Lost  fall,  it  yanked  a  plan  to  spin  off  100%  of  Conti- 
nental Baking,  a  longtime  earnings  drag,  due  to  cost  of  untangling  loan 
agreements.  Now,  shareholders  will  get  53%  of  the  unit. 

RJR  NABISCO  Plans  separate  stock  for  tobacco  and  food  divisions  this 
spring.  Reason:  Its  stock  is  drooping  amid  worries  that  new  taxes  and 
possible  legal  woes  will  clobber  the  tobacco  arm's  earnings. 

SEARS  ROEBUCK  The  troubled  retailer  later  this  year  will  sell  20%  of 
Allstate  Insurance,  hit  hard  by  Hurricane  Andrew.  It  has  also  divested 
part  of  its  Dean  Witter  brokerage  and  Discover  credit-card  unit. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


ciencies  as  shared  health  plans  and  c< 
mon  financial  systems.  Since  "tar^ 
stock"  companies  hold  on  to  th 
subsidiaries,  they  differ  from  typ; 
spinoffs,  where  a  division  is  given 
shareholders  and  becomes  an  indep 
dent  unit,  often  because  it  doesn't  fi' 

Some  big  deals  are  in  the  works 
ble).  Ralston  Purina  Co.  wants  to  unk 
55%  of  its  underperforming  Continer 
Baking  Co.  subsidiary  on  the  marl 
Sears,  Roebuck  &  Co.  aims  to  put  a  ^ 
stake  of  its  Allstate  Insurance  Co.  i 
public  hands  later  this  year,  evider 
thinking  that  Allstate  will  do  better 
the  market  than  its  retail  arm.  Se 
also  spun  off  20%  of  two  winners, 
Dean  Witter  Reynolds  Inc.  broken 
and  the  Discover  Card,  to  raise  moi 
for  paring  debt;  it  will  divest  the  rest 
those  units  by  yearend. 

The  largest  spinoff  to  come  sho 
prove  the  most  tortuous.  IBM,  wh' 
mainframe  division's  distress  oversh 
ows  successes  like  its  workstation  u 
has  hired  Morgan  Stanley  &  Co.  to  hi 
out  the  accounting  and  legal  eompl 
ities  of  .selling  targeted  stock  when 
subsidiaries  aren't  as  discrete  as  toba 
and  food.  Big  Blue  is  convinced  tha 
sale  of  workstation  stock  would  b( 
bell-ringer.  But  disentangling  IBI 
cross-pollinating  business  activities  ii 
puzzle — and  the  Securities  &  Exchai 
Commission  requires  three  years  of 
dited  results  in  a  subsidiary  before  it  ( 
peddle  stock.  IBM  set  up  its  present 
business  units  in  December,  1991,  •< 
has  never  done  separate  audits  of  th( 
SPOTTY  HISTORY.  The  history  of  ma 
spinoffs  is  too  brief  to  tell  for  s' 
whetjher  the  new  round  of  deals  will  j 
off.  General  Motors  Corp.  was  the  j 
cursor,  setting  up  a  special  Class 
stock  for  its  1984  acquisition  of  Electr 
ic  Data  Systems.  Demand  for  compu 
services  has  multiplied  EDS'  stock  sev 
fold.  GM  followed  the  same  route  in  1! 

when  it  bought  Hugl 
Aircraft,  but  the  result 
H  Class  stock  has  beer 
poor  performer.  The  fi 
big  company  to  sell  targ 
ed  stock  for  in-house  ur 
was  USX  Corp.,  in  1991. 
split  into  the  U.  S.  Steel  £ 
Marathon  Oil  arms,  un( 
pressure  from  financ 
Carl  C.  Icahn,  has  produ( 
mixed  results. 

One  thing's  certain: 
isolating  an  attractive  s 
sidiary,  targeted-stock  sj 
offs  can  make  it  easier 
a  troubled  company  to  ra 
needed  equity.  In  addit 
to  distributing  food  and 
bacco  common  stock  to 
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.ting  sUH'kliolders,  R.JR  intends  to  raise 
etween  $1.5  billion  and  $1.7  billion  in  ;i 
ublic  ofl'erinp:  of  new  food  shares.  lUK, 
h it'll  in  1989  became  the  largest  le ver- 
ged buyout  ever,  wants  to  use  the  pro- 
?eds  to  pay  down  its  $14.2  billion  debt. 
But  do  investors  win?  That's  not  clear, 
n  one  level,  the  unit  with  the  better 
lultiples  stands  to  fetch  a  better  price 
I  the  market.  Investors  can  shun  the 
ad  sub  and  buy  more  of  the  good  one, 
;  they  did  with  GM's  Class  E  shares, 
ays  Prudential  Securities  Inc.  analyst 
)hn  M.  McMillin:  "Separating  them  on 
iper  simply  has  to  create  value."  Yet 
3  one  has  conclusively  studied  the  ef- 
ict  of  such  transactions  on  sharehold- 
•s'  value. 

OOF-PROOF?  In  the  end,  even  the  most 
)rtuitous  spinoff  won't  save  sharehold- 
'S  from  poor  management  or  a  depress- 
g  business  environment.  Consider  a 
)0-share  investment  in  i:sx  in  early 
)91,  before  the  split,  when  company 
lares  were  26.  By  early  March,  that 
2,600  investment  was  worth  $2,540  in 
nin-off  U.  S.  Steel  and  Marathon  Oil 
ock — a  drop  of  37'.  Only  after  the  re- 
,'nt  market  run-up  did  their  total  value 
cceed  the  level  two  years  ago. 

One  advantage  of  targeted  stock 
3als:  They  don't  upset  bondholders,  be- 
luse  they  won't  remove  major  assets 
lat  support  debt  repayment.  Consider 
le  firestorm  around  Marriott  Corp., 
hich,  unlike  RJR,  is  trying  to  divide  into 
vo  separate  companies:  Marriott  Inter- 
itional  Inc.,  which  operates  hotels,  and 
ost  Marriott  Corp.,  the  actual  owner  of 
le  hotels.  Most  of  the  old  company's 
J.9  billion  debt  would  get  dumped  on 
ost  Marriott.  Since  the  plan's  unveiling 

the  fall,  the  stock  has  surged  and  the 
)nds  have  nosedived.  Marriott  is  trying 
'  work  out  a  compromise,  but  ii'ate 
)ndholders  are  pressing  suits  for  heavy 
images. 

Many  FUR  watchers  believe  its  split  is 
mechanism  to  permit  Kohlberg  Kravis 
oberts  &  Co.  to  buoy  the  drooping  val- 
3  of  its  497'  in  the  company,  which  it 
■ok  over  in  the  1989  LBO.  Why?  "So 
ley  and  their  investment  partners  can 
ish  out,"  says  Donald  W.  Mitchell, 
?ad  of  the  Waltham  (Mass.)  consulting 
rm  Mitchell  &  Co.,  which  tracks  the 
)mpany.  KKR  insists  it  is  a  long-term 
ayer  and  rejects  suggestions  that  it 
ill  sell  any  RIR  holdings. 
But  KKR  will  reap  big  rewards  when 
fR's  debt  paydown  allows  the  company 
'  start  paying  dividends.  The  partner- 
lip's  yearly  haul:  $244  million.  That's 
otivation  enough  for  KKi;,  certainly, 
it  no  guarantee  that  the  si)inofl'  will 
ork  for  everyone  else. 
Bi/  Lani/  Light  in  New  Yuri.-,  iritli 
'epiicn  Balicr  i)i  Piftsbi(i-(//i.  Mirliiicl 
■hiueder  in  ]\'as)i i ngton.  and  linrcan 
pu)is 


Commentary/by  Howard  Gleckman 

EXECUTIVE  PAY:  CLINTON'S  CURBS 

ARE  OUT  OF  TOUCH— AND  OUT  OF  BOUNDS 


Pi'esident  Clinton  thinks  that  ex- 
ecutives  make  lots  more  than 
they  deserve.  So  he  wants  to  cap 
at  $1  million  the  tax  deduction  compa- 
nies can  take  for  what  they  pay  their 
bigwigs. 

Clinton  is  a  master  at  populist  rheto- 
ric. And  he's  playing  off  of  what  an 
aide  calls  the  public's  "sense  of  out- 
rage" over  rock-star-like  compensation 
for  some  CEOs.  But  his  proposal  just 
gets  the  government  tangled  up  in 
matters  best  left  to  shareholders. 

Besides,  Clinton's  plan  will  do  little 
to  hold  down  the  megabucks  payouts 
that  have  grabbed  the  nation's  atten- 
tion. "Executive  pay  is  market-driven," 
says  Robert  Cizik,  chairman  and  CEO  of 
Houston-based  Cooper  Industries  Inc. 
"Tax  action  won't  make  a  difference." 

The  main  reason 
Clinton's  plan  won't 
work  is  that  he  would 
exempt  compensation 
packages  that  are 
linked  to  performance 
or  productivity.  Since 
nearly  all  executive- 
pay  is  tied  to  perfor- 
mance, it  won't  be 
hard  for  companies  to 
dodge  the  rules.  That 
means  that  the  Clinton 
plan  will  do  little  more 
than  change  the  way  a 
handful  of  high-priced 
execs  are  paid.  In  fact, 
fewer  than  400  execu- 
tives of  i)ublic  compa- 
nies earn  more  than  $1 
million.  And  those  mostly  large  busi- 
nesses will  barely  notice  the  tax  hike. 
"It's  not  on  my  radar  screen,"  says 
Lawrence  E.  Fouraker,  who  sits  on  the 
compensation  committee  at  Gillette  Co. 

PLAYING    THE    ANGLES.    Those  whose 

compensation  schemes  aren't  already 
linked  to  performance  will  easily  find  a 
way  around  the  rules.  "Creative  minds 
will  come  up  with  ways  to  reward  exec- 
utives [and]  satisfy  boards,"  says  An- 
drew Klein,  a  compensation  consultant 
at  Wyatt  Co.  Incentive  stock  options 
and  restricted  stock  could  provide  the 
loojiholes. 

Indeed,  incentive-based  options  are  a 
wonderful  example  of  what  happens 
when  the  government  tries  to  meddle 
in  the  complex  world  of  executive  pay. 
Not  only  do  they  provide  a  way  for 
companies  to  avoid  the  deductibility 


cap,  they  are  also  a  niieans  for  corpo- 
rate execs  to  duck  Clinton's  other  pro- 
posed tax  hikes.  For  instance,  Clinton 
wants  to  raise  the  top  income  tax  rate 
to  367  and  impose  a  surtax  on  high- 
income  individuals.  But  when  stock  ob- 
tained through  an  ISO  is  sold,  profit  is 
taxed  as  a  capital  gain — at  28'  ' .  And  it 
won't  be  subject  to  the  surtax. 

Proposed  new  accounting  rules  may 
require  employers  to  charge  the  value 
of  the  options  against  earnings,  howev- 
er. Says  Peter  Elinsky,  a  partner,  at 
KPMG  Peat  Marwick:  "Companies  are 
going  to  have  to  decide  what's  more 
important,  earnings  per  share  or  em- 
ployees demanding  a  tax  benefit  as 
part  of  compensation." 

And  that's  the  biggest  i)rol)lem  of 
all.  The  Clinton  plan's  effect  on  pay 


may  be  largely  syml:)olic,  but  it  could 
encourage  more  corporate  accounting 
gimmicks.  Says  Lilli  Gordon,  a  consul- 
tant: "There  are  all  sorts  of  ways  to 
manipulate  performance  data.  You  can 
lay  off  employees.  You  can  buy  back 
stock.  You  can  defer  charges.  It  can 
create  terrible  distortions." 

Curiously,  Clinton's  initiative  comes 
after  the  Securities  &  Exchange  Com- 
mission already  has  given  more  power 
over  compensation  to  the  people  who 
really  deserve  it — the  shareholders. 
And  big  institutions,  which  haven't 
been  shy  about  throwing  their  weight 
around  lately,  will  use  their  new  clout 
to  keep  pay  under  control.  The  Presi- 
dent may  be  trying  to  fix  a  problem 
that's  already  being  solved. 

Glccknutn  cuvins  economic  policy. 
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COMPUTERS  I 


YOU'VE  GOT 
COMPANY,  MAC 


NuTek  USA's  technology  mimics  the  Apple.  Now,  can  it  find  any  takers? 


The  Mac  clone,  fi- 
nally, is  alioul  to 
happen.  On  Mai'. 
1-'),  a  Sihcon  Valley  up- 
slai't  will  announce 
what  ill)-  nine  yeai's 
seemed  impossible:  tech- 
nolo^'y  that  opens  the 
way  t'oi'  tile  first  le^al 
imitations  of  Ap|)le 
Computer  Inc.'s  Macin- 
tosh computer. 

NuTek  rs.\  Corp.,  a 
little-known  company 
just  three  miles  west 
of  Apple's  Cupertino 
(Calif.)  heachjuarters, 
says  it  has  completed  a 
[) a i n  s t a  k  i  n  g ,  f o  u  r-y ear 
odyssey  to  develop  the 
critical  software  and 
hardware  from  scratch. 
It  is  ready  to  sell  its 
knowhow  to  assemblers 
and  resellers,  who  could 
build  Mac  compatibles 
selling  for  at  least  $3()U 
less  than  comparable 
Apples  (chart).  NuTek  also  plans  to  sell 
a  .1;2,996  machine  of  its  own,  called  the 
Duet,  which  I'uns  both  Mac  and  lii.M-com- 
patilile  software.  Says  NuTek  founder 
Benjamin  Cliou:  "We  guarantee  our 
technology.  It  is  absolutely  original." 
'WORKALIKES.'  On  the  surface,  at  least, 
NuTek's  achievement  is  remarkable.  It 
has  recreated  an  operating  system,  a 
chip  set,  and  a  user  interface — all  essen- 
tial components  that  took  the  talents  and 
resources  of  thi-ee  different  companies 
when  the  IBM  personal  computer  was 
cloned.  Even  more  impressive,  says  G. 
Gervaise  Davis  III,  an  intellectual-prop- 
erty attorney  retained  by  NuTek,  is  that 
Chou's  engineers  did  it  from  the  ground 
up.  The  hardware  and  operating  system 
are  not  carbon  copii's  of  the  Mac  but 
have  been  developed  to  act  like  a  Mac — 
what  NuTek  calls  Mac  "workalikes." 
The  prize:  a  piece  of  the  $'>.'>  billion 
Apple  market.  Clonemakers  have 
been  aljle  to  steal  away  most  of  the 
K-!'^  share  that  IBM  held  in  person- 
al computers  in  1984.  Not  so  for 
Apple.  For  nine  years,  it  has  en- 
joyed the  luxury  of  being  the  only  \)vo- 
vider  of  Macintosh  technology,  allowing 
it  to  sell  its  machines  at  a  10'/'  to  lo' 


CHOU:  "OUR 
TECHNOLOGY  IS 
ABSOLUTELY 
ORIGINAL" 


premium  over  iB.M's  computers.  It  is  an 
advantage  Apple  has  guarded  ferocious- 
ly, with  90  patents  on  its  various  Macs 
and  a  contingent  of  lawyers. 

Is  it  too  late  for  NuTek?  Analysts  be- 
lieve that  grabbing  even  a  small  piece  of 
Api)le's  market  will  be  tough  for  the 
startup.  Apple  now  sells  inexpensive 
Macs  f)f  its  own,  some  sold  at  street 
prices  below  .$1,000.  And  it  has  lowered 
prices  on  more  advanced  models.  Clone- 


ALMOST  A  MAC, 

BUT  CHEAPER 

RETAIt 

PRICE 

NUTEK 

MAC  llvx 

BASE  PRICE 

si,773 

51,899 

KEYBOARD 

45 

185 

MONITOR 

357 

539 

TOTAL 

52,175 

52,623 

DATA:  COMWNV  REPORT,  BUSINESS  WEEK 


makers  will  be  hard-pressed  to  signifi- 
cantly undercut  Apple.  The  lower-priced 
machines,  moreover,  likely  will  face  re- 
sistance from  distributors  and  retailers 
reluctant  to  antagonize  Apple. 
LEGAL  BRIGADE.  Even  if  Apple  fails  to 
thr(jw  around  its  distribution  weight,  it 
probably  will  deploy  plenty  of  lawyers. 
So  far,  the  only  companies  that  have 
built  Mac-compatible  machines  have 
used  chips  taken  from  old  Macs.  Others 
that  tried  to  create  clones  from  scratch 
have  backed  off  after  visits  from  Ap- 
ple's lawyers.  Similarly,  says  attorney 
.lack  Brown,  who  has  helped  Apple  in 
[last  infringement  suits,  Apple  will  prob- 
al>ly  [jursue  some  legal  action  to  be  sure 
NuTek's  claims  are  accurate. 

.Apple  executives  declined  to  comment 
on  NuTek's  technology  until  it  hits  the 
market,  saying  only  that  it  "aggressive- 
ly" defends  its  patents.  Says  an  Apple 
spokesman:  "Apple  does  not  believe  it  is 
possible  to  create  a  clone  of  a  Macintosh 
computer  without  violating  our  intellec- 
tual-in-operty  rights."  Chou  and  NuTek's 
other  financial  backers,  who  have  sunk  a  , 
total  of  $10  million  into  the  company, 
say  they  will  fund  any  legal  defense. 

Chou  has  plenty  riding  on  the  out- 
come. The  39-year-old  engineer  argues 
this  is  a  high-risk  gamble  that  could  also 
bring  in  "the  highest  return."  To  make 
that  happen,  he  and  15  engineers  in  1989 
began  studying  the  few  publicly  avail- 
able specifications  for  the  Mac,  then  doc- 
umented each  develoi)ment  to  prove  they 
did  their  own  work.  Chou  also  refrained  j 
from  hiring  any  former  Apple  employees  | 
to  head  off  claims  of  trade-secret  theft.  | 
The  "clean  room"  produced  a  machine ' 
that  isn't  a  Mac  yet  does  what  a  Mac  j 
does — though  Chou  doesn't  yet  claim  j 
lOO'/J  compatability. 

Chou  says  he  is  oidy  now  approaching ; 
dealers  and  resellers  about  his  NuTek  | 
technology.  And  the  early  response  isj 
good.  Chou  says  he  has  signed  up  60-) 
plus  companies  to  sell  the  so-called  Mac-{j 
alikes  in  the  U.S.,  Europe,  and  the  Far| 
East.  One  of  the  few  that  he  would  iden- ' 
tify,  reseller  Xcellant 
Corp.     in  Fremont, 
Calif.,    estimates  it 
eventually  will  .sell  7,000 
to  S,000  computers  a 
month.   Says  President 
Chen-Hwa  Shin:  "Apple  may 
sue  just  to  flex  its  muscles. 
But  if  they  sue,  they're  onlv 
going  to  make  a  name  for  us." 

But  NuTek  is  hoping  for  far 
more  than  a  name.  It  wants  some 
fortune,  too.  As  many  clone  start- 
ups before  it  have  discovered,  a  big 
splash  doesn't  necessarily  guarantee  a 
big  return. 

Bi/  Kathj)  Rcbcllu  in  Ciipertiiw.  Calif. 
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■DDEL:  FOR  15  YEARS  AT  GENENTECH,  HE  WAS  THE  INDUSTRY'S  MOST  PRODUCTIVE  SCIENTIST 


BIOTECH  PIONEER 

OES  AFTER  BIG  NEW  GAME 


vid  Goeddel  wants  to  exploit  chemicals  that  turn  genes  on  and  off 


■  ven  in  biotech  pioneer  Genentech 

■  !  lie's  notoriously  hard-driving  cul- 

■  ture,  David  V.  Goeddel  had  an  in- 
sity  that  few  could  match.  The  boyish 
D  routinely  worked  80-hour  weeks 
1  slept  at  the  lab.  By  his  30th  birth- 
,  he  had  taken  over  molecular-biolo- 
research.  For  15  years,  he  was  the 
astry's  most  productive  scientist.  He 
.  his  team  produced  Genentech's  first 
'  products,  including"  the  heart-attack 
g  TP.'\,  and  published  dozens  of  pa- 
s  in  scientific  journals.  On  his  rare 
ations,  he  climbed  serious  mountains. 
Tow,  Goeddel  is  channeling  energy  in 
ew  direction.  At  41,  he's  leaving  Gen- 
ech  to  head  research  at  Tularik  Inc., 
liotech  startup  he  helped  found  just 
r  a  year  ago  and  for  which  he  has 
n  working  part-time.  So  far,  Tularik 

raised  $12  million  to  corner  a  risky 
V  technology  involving  so-called  tran- 
iption  factors.  They  are  special  chemi- 
;  the  body  makes  that  turn  genes  on 
1  off.  Tularik  hopes  to  exploit  the  con- 
t  to  find  drugs  for  hepatitis,  herpes, 
h  cholesterol,  and  other  conditions. 
iDEMARK  GRIN.  In  the  late  1970s,  mo- 
jlar  biologists  such  as  Goeddel  be- 
le  expert  at  gene-splicing,  or  using 
'\es  to  produce  natural  proteins  that 

be  used  as  drugs.  Genentech,  which 
1990  sold  60'';  of  itself  to  Swiss  giant 
:he  Holding  Ltd.  for  $2.1  billion,  has 
it  its  focus  on  these  protein-based 


drugs.  But  many  complex  diseases  such 
as  cancer  and  AIDS  haven't  responded 
well  to  single-protein  drugs.  Proteins 
can  be  expensive  to  make  and  must  also 
be  injected,  rather  than  packed  into  pills. 
Those  limitations  have  spelled  opportuni- 
ty for  dozens  of  key  Genentech  employ- 
ees, who  have  moved  to  startups  to  pur- 
sue novel  technologies. 

Goeddel  himself  has  had  plenty  of 
chances  to  leave  before  now.  With  his 
trademark  leering  grin,  he  says  he 
scared  off  venture  capitalists  shopping 
uninspiring  ideas  by  demanding  a  salary 
of  $10  million  a  year.  The  money  didn't 
actually  matter  much.  Like  many  other 
early  Genentech  employees  who  bagged 
oodles  of  options,  Goeddel  became  a 
blue-jeaned,  tennis-shoed  millionaire 
through  the  Roche  buyout.  Besides,  he 
says,  Genentech  always  gave  him  what 
he  wanted:  "the  best  job  in  the  whole 
biotech  industry." 

But  that  wasn't  good  enough.  Goeddel 


His  quest  at  Tularik:  Drugs 

to  block  "transcription 
factors,"  which  switch  on 
harmful  effects  inside  cells 


dreamed  u))  Tularik  willi  two 
friends;  Steven  McKnight  of 
the  Carnegie  Institution  and 
Robert  Tijan  of  the  University 
of  California  at  Berkeley — 
both  of  them  noted  academics 
and  transcription  exj)erts. 
Their  strategy  was  to  find 
nonprotein  drugs  to  l)lock  the 
transcription  factors  that 
switch  on  the  deleterious  ef- 
fects inside  cells.  Tularik 
wants  to  make  |}ills  that  stop 
disease  at  the  source,  without 
the  side  effects  that  plague 
other  drugs.  In  herpes,  for  ex- 
ample, turning  off  the  factor 
that  allows  the  virus  to  repli- 
cate could  be  the  key  to  short- 
circuiting  the  disease  entirely. 
'ON  THE  EDGE.'  It's  a  strategy 
that  makes  Tularik  even  riski- 
er— if  that's  possible — than 
most  other  biotech  startups. 
No  other  company  is  focused 
exclusively  on  transcription 
factors.  But  many  academics  are  in  hot 
pursuit,  and  well-heeled  drug  companies 
are  devoting  more  research  to  them,  in- 
cluding Du  Pont  Merck  Pharmaceuticals 
Inc.,  whose  research  is  led  by  David 
Martin,  another  former  Genentecher.  He 
says  Goeddel's  move  makes  sense,  in 
part  because  Goeddel  "has  always 
stayed  on  the  edge  of  technology." 

Goeddel  becomes  the  fifth  Genentech 
alum  to  join  Tularik,  whose  chief  execu- 
tive, James  Gower,  launched  the  contro- 
versial TPA  for  Genentech  in  1987.  The 
"Genen-Exers"  already  have  cloned  a 
taste  of  the  old  corporate  culture:  Tu- 
larik will  have  Friday  beer  bashes,  and 
all  employees  will  be  shareholders.  It  re- 
mains to  be  seen  whether  Goeddel  will 
also  import  water-pistol  wars  and  dollar- 
bill  tossing — a  nouveau-riche  version  of 
pitching  pennies — in  the  hallways. 

Genentech,  foi-  its  part,  is  keeping  a 
stiff  upper  lip  about  losing  yet  another 
scientist.  "We've  done  well  recruiting," 
and  Goeddel's  loss  won't  be  devastating, 
says  Arthur  D.  Levinson,  Genentech's 
vice-president  for  research  and  develop- 
ment and  a  friend  of  Goeddel.  "This  is  a 
new,  uncertain  technology,  and  the  way 
Dave  lives  is  for  an  adrenalin  rush  asso- 
ciated with  tremendous  risks."  Levinson 
says  Genentech,  which  has  a  small  in- 
vestment in  Tularik,  is  not  pursuing 
transcription  factoi-s,  liecause  nobody  is 
certain  if  they  will  work  in  "5  or  30 
years." 

Well,  one  person  is,  anyway.  "This  is 
my  mountain.  If  this  jjlace  doesn't  make 
it  big,  that's  a  failure  to  me,"  Goeddel 
says  of  Tularik.  "I  flon't  want  to  have 
just  another  biotech  company  trading  at 
10  bucks  a  share." 

By  Joan  O'C.  Hmiulluit  in  South  San 
Francisco 
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Wemateiteasie 


Mkkosoi  I 
WINDOWS 


You  have 
an  important 
job  to  do.  May- 
be you  write 
letters,  memos  or  proposals.  Maybe 
you  analyze  complicated  data  or  track 
budgets.  Maybe  you  compile  reports 


combining  some  or  all  of  the  above. 

Wliatever  kind  of  work  you  tackle 
with  a  personal  computer,  Microsoft 
Excel  and  Word  for  Windows  can  makdl 
it  easier  to  accomplish. 

After  all,  they  were  designed  to 
work  together  perfectly  They  look  and 


iimr,  im:i malum  m^iil,  Ih  .ilil  ntlul  s/a/<  v        IHIKII -ti't, '141111,  I),  pi  HZ.I  < hihuk  lilt  I  S  and  Cmmilii.  rail  l:S'ia  H.'Ifi  Mlifil  Oistom.v--  in  Camtla.  mil  IHOW  ^63  9048.  <l  i 


15%  more  than  pn  .  '"T^"^^'  earns 


-Fortune  magazine 
August  24, 1992 


3  get  a  15^"  raise. 

^el  very  much  alike,  sharing  text,  graph-  for  Windows,  call  (800)  426-9400.  Ask 

:s  and  data.  Once  you  become  familiar  for  Department  HZ3. 

;ith  one  program,  you'll  intuitively  un-  We  can  show  you  how  to  raise  your 

erstand  the  basics  of  the  other  prospects,  if  not  your  actual  paycheck. 

For  details,  along  with  some  case  ^Kr^mu-^i:^^x.t§ 

tudies  of  people  who  have  actually  JNVCfOSOIT 

tarted  using  Microsoft  Excel  and  Word  Making  it  easier 
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Commentary /by  Mark  Landler 

50,000  CHANNELS 
AND  NOTHING  TO  WATCH 


Life  as  a  couch  potato  isn"t  as  easy 
as  it  looks.  Oh  sure,  you  never 
have  to  budge  from  the  Barca- 
iounger.  But  try  finding  something  to 
watch  on  a  Saturday  morning:  Too  of- 
ten, you  end  up  choosing  between  the 
Winston  Cup  Fishing  Tour  on  Sports- 
Channel  and  taped  coverage  of  a  U.  S. 
Senate  filibuster  on  C-SPAX  II. 

The  cable-T\'  industry  promises  to  ir- 
rigate this  video  desert  by  multiplying 
vour  number  of  channels  from  50  to 
500.  Or  even  50.000.  Today,  say  cable 
operators,  innovative  programming 
ideas  ai"e  being  strangled  because  con- 
ventional systems  can't  carry  any  more 
channels.  But  with  fiber-optic  wire  and 
digital  technology,  they  contend,  cable 
T\'  will  soon  become  the  Gutenberg 


programmers,  the  FCC  should  allow 
them  to  find  other  backers.  By  letting 
telephone  companies  compete  fully  in 
cable,  for  example,  the  FCC  could  un- 
cork a  flood  of  investment. 

Cable  programmers  will  need  every 
penny  of  it:  The  economics  of  program- 
ming are  tough  already,  and  the  prolif- 
eration of  channels  makes  matters 
worse.  Most  networks  get  more  than 
half  of  their  revenue  from  advertising. 
Trouble  is.  program  costs  are  spiraling, 
while  ad  dollars  are  split  among  nmre 
channels.  That's  why  so  many  }  tm- 
grammers  rely  on  reruns,  such  as  Lost 
in  Space  and  The  Flintstones. 

Some  networks  do  produce  decent 
original  programming.  Courtroom  Tele- 
vision Network,   for  example,  helps 


press  of  the  galactic  age.  enabling  pro- 
grammers to  produce  services  for  ev- 
ery viewer  interest  or  taste. 

Not  so  fast.  It  is  a  canard  to  say  that 
•")it()  channels  will  offer  viewers  a  pano- 
ply of  good  programs.  Illogical  as  it 
sounds,  viewers  may  actually  lose 
some  of  their  services  in  the  brave  new 
world  of  cable.  Harsh  economics,  gov- 
ernment regulation  of  cable  rates,  and 
restrictions  on  new  competitors  could 
choke  off  the  programming  pipeline 
just  when  cable  needs  a  greater  flow. 
AD  CRUNCH.  The  Federal  Communica- 
tions Commission  ought  to  keep  this  in 
mind  as  it  prepares  to  announce  new 
cable  regulations.  The  FCC  was  set  to 
pass  the  first  of  its  regulations  on  Mar. 
11,  and  it  will  impose  limits  on  rates 
next  month.  Certainly,  consumers  de- 
serve a  break.  But  to  avoid  penalizing 


viewers  unravel  thorny  cases,  such  as 
the  William  Kennedy  Smith  trial.  But 
reregulation  may  hobble  it  and  other 
plucky  competitors.  To  protect  their 
profits,  operators  are  likely  to  place 
small  networks,  such  as  Court  TV.  on 
premium  tiers,  where  subscribei-s  will 
have  to  pay  extra  to  get  them.  As  a 
result,  they  will  lose  some  of  their  au- 
dience and  with  it,  their  ability  to  sell 
ads.  That  could  spell  doom. 

Without  innovative  smaller  net- 
works, we  could  end  up  with  a  500- 
channel  strip  mall  of  home-shopping 
services  and  pay-per-view  movies. 
That's  certainly  convenient.  But  we  are 
forgetting  that  laughter  and  tears,  not 
discount  jewelry,  made  television 
worth  watching  in  the  first  place. 

Landler  corers  the  media  business. 


TELEVISION  I 


SO  THAT'S  WHY 
THEY  CALL  THEM 
SUPERHEROES 


X-Mcii  has  revitalized  Fox"s  entir 
Saturda}"  morning  lineup 


Their  leader  is  part  wolf  and  cu 
through  metal  with  his  claws, 
normal  day  at  the  office  involve 
protecting  banks  from  a  giant  robbe 
the  Juggernut,  who  can  crush  building 
three  times  his  size.  But  that's  smj 
potatoes  compared  with  the  work  the  1 
Men  have  done  for  their  employer.  ] 
just  nine  weeks  on  the  air,  the  marau 
ing  gang  of  do-gooding  animated  m 
tants  has  made  Fox  Broadcasting  Co. 
kids'  TV  superhero  in  its  own  right. 

The  X-^Ien  are  the  latest  phenomenc 
of  Saturday  morning  television.  An  est 
mated  4.3  million  children,  age  2  to  1 
tune  to  the  half-hour  cartoon  series  eac 
\\eek.  In  February,  that  gave  the  ne 
\\ork  a  rare  ratings  victory,  as  X-Me 
and  the  seven  other  offerings  on  Fc 
Children's  Network  (FCXi  edged  pa; 
longtime  Saturday  morning  leader  CI 
Inc.  in  the  race  for  the  estimated  -SK 
million  worth  of  network  advertisemen' 
:l:;;t  ki'Mit-^  watch  before  lunchtime. 
CRITICAL  BATTLE.  Fox  needs  the  lift.  A 
:er  years  of  viewer  growth,  ratings  fc 
rlie  network's  newly  expanded  prim 
time  lineup  are  off  by  1/f  this  season.  Ii 
stronghold  of  younger  viewers  ha 
weakened,  and  ratings  of  two  of  ii 
prime-time  anchors.  Married ...  n  it 
Children  and  /«  Liring  Color,  ar 
down  from  a  year  ago. 

In  late  March.  Fox  faces  a  critical  ba 
tie  for  children's  advertising,  as  spoi 
sors  commit  to  up-front  deals  for  th 
year  ahead.  Some  S500  million  is  i 
stake,  and  FCX  should  collect  from  10' 
to  20' '  more  than  the  .i;i05  million  it  sol 
last  year,  figures  Jon  Mandel,  a  senic 
vice-president  at  Grey  Advertising  Im 
A  30-second  spot  on  X-Men  could  fete 
.S13,500  to  S27,000. 

Fox's  good  fortune  comes  as  the  ca: 
toon  world  undergoes  a  mutant  turtlt 
like  metamorphosis.  In  the  past  yea' 
advertising  on  all  Saturday  mornin 
shows  has  jumped  an  impressive  lo'^' 
But  now.  the  Big  Three  networks  ai 
count  for  just  45' '  of  the  overall  marke 
down  from  60''  last  year.  And  XBC  Im 
has  pulled  out  of  cartoons  altogether,  t 
focus  on  sitcoms  and  other  shows  aj 
pealing  to  teenagers.  The  network:! 
worst  enemy  has  been  cable,  especiall 
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■kt'lodi'iin  and  lln'  l'i\'(-'-ni()nlh-(jl(l  C'ar- 
n  Network.  VVitli  the  plethora  of  ear- 
ns on  Saturday  mornings,  "there 
3  nothing  unique  or  special  about 
anymore,"  says  NBC  Executive 
e-Fresident  John  1).  Miller. 
SUE  AND  CYCLOPS.  Enter  Fox, 
ich  I'irsl  launched  its  Saturday 
edule  in  1990.  Its  big  break 
ne  when  FCN  President 
rgaret  Loesch  persuaded 
der-Man  creator  Stan  Lee 
license  for  TV  the  X-Men 
racters  that  have  been  hot 
lie-book  sellers  since  1963. 
aded  by  wheelchair-bound 
mtist  Professor  X,  the  he- 
s  and  heroines  possess  mu- 
genes  that  give  them 
cial  powers.  One,  named 
y\xe,  can  absorb  the  powers 
things  she  touches;  anoth- 
Cyclops.  destroys  enemies 
h  a  laser-like  beam  from  his  eye. 
'he  superheroes  got  a  boost  from  pro- 
tional  mentions  on  Fox's  muscular 
ee-hour  weekday-afternoon  cartoon 
ck.  Now,  the  show  is  top-ranked 
ong  viewers  age  6  to  17,  and  third 


TOPS  IN  TOONTOWN 


NOV.  '90 
▲  RATINGS  POINTS 


DATA:  A. 


overall.  Better  yet,  the  X-Men  effect  has 
rippled  through  the  Fox  lineup,  helping 
elevate  ratings  for  its  following  show, 
Super  Dave. 

That  has  been  enough  to  give  Fox  a 
robust  6.4  rating  (chart)  in  the  Saturday 


BEAUTY  OF  THE  BEAST:  McDONALD'S  AND 
HERSHEY  CHOCOLATE  ARE  FANS 

market.  It  also  lias  made  fans  of 
\  such  advertisers  as  McDonald's 
Corp.  and  Hershey 
Chocolate.  And,  while 
the  X-Men's  action 
exploits  appeal  espe- 
cially to  younger 
boys,  advertisers  of 
girls'  products  also 
have  given  the  show  a  chance. 
In  one  recent  episode,  Mattel 
Inc.  placed  ads  for  its  Barbie 
lookalike.  Party  'N  Play  Sta- 
cie.  Says  Vicki  Kline,  senior 
vice-president  for  national 
broadcasting  at  Dewitt  Media 
Inc.,  who  buys  time  for  client 
Reebok  International  Ltd.: 
"You  always  want  to  go  with 
the  No.  1  network." 
How  long  Fox  will  stay  on 
top?  Kids  are  notoriously  fickle  about 
their  cartoons.  But  for  now.  Fox  is  fly- 
ing high  with  its  superheroes — and  no 
doubt  hoping  someone  else  doesn't  mu- 
tate a  worthy  challenger. 

Bi/  Becky  M.  Johnson  in  Los  Angeles 
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ROM  TRASH  CAM 
fRAIGHT  TO 
EVENTH  AVENUE 


unge  looks  awful,  and  retailers 
te  it.  So  will  it  really  get  hot? 


■Total  cos 

$26 


ou  look  disgusting.  Your  ripped 
ind  filthy  jeans  don't  fit.  Your  T- 
shirt  is  the  lowest  form  of  rock- 
cert  paraphernalia,  and  the  flannel 
rt  you  have  wrapped  around  your 
ist  is  stained.  And  those  boots! 
luld  your  mother  let  you  out  look- 
like this?  She  might,  if 
I  had  just  forked  out 
500  for  your  outfit, 
^he  new  look  is  called 
•unge,"  and  it's  all  the 
;e  on  Seventh  Avenue.  Such 
w  York  designers  as  Donna 
ran,  Christian  Francis  Roth,  and 
na  Sui  have  introduced  their  pric- 
versions  of  a  style  that  springs 
m  the  laid-back  tastes  of  subur- 
1  twentysomething  slackers.  The 
jstion  now:  Is  this  one  of  fash- 
's 15  minutes  of  fame?  Because  if 
inge  has  staying  power,  big  re- 
.ers — who  generally  are  tepid  on 
trend — risk  missing  a  major 
hion  shift. 

A^hat  exactly  is  grunge,  anyway? 
u  will  recognize  it  immediately  if 


your  son,  daughter — even  significant 
other — has  been  looking  slovenly.  It's 
the  unwashed,  I-don't-care-what-I-look- 
like  style  of  bored  teens:  worn  Levis, 
flannel  shirts,  T-shirts,  and  work  boots. 
MOVERS.  A  few  high-price  designers  are 
trying  to  turn  the  look  into  big  cash. 
Donna  Karan  New  York,  with  sales  of 
some  $200  million  last  year,  says  grunge 
tank  tops  ($80),  denim  jackets  ($95),  and 
sloppy  cut-offs  are  moving  well. 

Those  prices  are  a  major  markup  over 
what  Christina  Thompson,  24,  a  grad 
student  at  Columbia  University,  pays  for 
her  grunge.  A  typical  outfit:  two  flannel 
shirts  (one  around  the  waist)  at  $2  each; 
torn  Levis  she  scavenged  for  free;  a  $12 
T-shirt,  and  a  $10  pendant.  Total:  $26. 


J.  $370 


Low-cost  alternatives  are  one  reason 
mainstream  clothiers  are  leery  of 
grunge.  Bloomingdale's,  Saks  Fifth  Ave- 
nue, and  other  tony  outfitters  are  selling 
only  selected  grunge  items.  Discount  re- 
tailers, meanwhile,  are  registering  down- 
right hostility  to  the  fashion  phenome- 
non. "Working  women  today  are  not 
going  to  go  to  work  in  grunge,"  says 
Corinne  Salfeety,  merchandise  manager 
for  Dress  Barn  Inc.,  a  moderate-price 
discount  clothing  chain. 

Given  the  style's  popularity  with  the 
twentysomething  set.  though,  grunge  is 
gaining  wider  influence  in  a  toned-down 
form.  Midrange  retailers  The  Gap  and 
Banana  Republic  are  filled  with  a  diluted 
grunge  look:  jeans,  T-shirts,  and  flannel 
shirts.  Don't  wash  them  for  a  few 
weeks,  layer  them  properly — and 
voila.  grunge. 

To  old-time  grungers,  the  idea  of 
mainstream  grunge  is  ludicrous. 
"I've  always  dressed  like  this,"  says 
Thompson.  "It's  because  I'm  a  slob 
and  like  to  be  comfortable.  It's  hilar- 
ious to  think  that  I'm  suddenly  in 
fashion."   Jonathan   Poneman,  co- 
owner  of  Sub  Pop  Records  in  Seat- 
tle, where  grunge  is  purported  to 
have  been  born,  contends  that 
"grunge  was  never  really  anything 
to  begin  with,  but  it's  even  less 
now"  that  the  Establishment  is 
adopting  it.  Maybe.  But  many  in  the 
rag  trade  are  going  to  have 
some  quick  shuffling  to  do  if 
grunge  turns  out  to  be  more 
than  they  were  expecting. 
By  Julie  Tilsner  in  Neir  Yorii 


BUSINESS  WEEK/MARCH  22,  1993  39 


When  you're  building  the  world's  most  respected 
personal  computers,  you  don't  have  time  to  waste. 
That's  why  Apple  has  relied  on  Tandem  online 
systems  since  1986  to  speed  its  Macintosh 
product  line  from  the  shop  floor  to  the  sales  floor. 


In  fact,  Tandem  onlme  systems  support  Ap 
manufacturing  excellence  from  Singapoi 
Ireland  to  the  USA.  And,  by  integrating  Tanc 
online  materials  planning,  shop-floor  control'. 
EDI  solutions,  Apple  is  ensuring  unmat(- 


Tandem  and  Ihe  Tandem  logo  are  liadematks  ol  Tandem  Compuleis  Incorpoialed  Apple  and  Macintosh  are  registered  trademarks  and  PowerBook  is  a  Kademark  ol  Apple  Computer,  Inc  ©1993  Tandem  Computers  Incorporated  All  ■ 

I 


uct  quality  and  maximizing  production 
jgtiput  to  meet  the  growing  demand  for 
owerBook"'  computers.  To  learn  how  we're 
}  it  for  Apple,  call  800-959-2492,  Ext.  610. 
liscover  what  Tandem  can  do  for  your  company. 


^^TANDEM 

Shouldn't  you  be  computing  like  this'j^ 
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DIRE  DIVIDENDS 

A  big  stock-price  runup  on 
Mar.  8  pushed  dividend 
yields  to  near-record  lows. 
The  yield  on  the  Standard  & 
Poor's  500-stock  index  fell 
to  2.74%.  Only  seven  times 
has  that  yield  dropped  be- 
low 2.9%,  and  each  inci- 
dence preceded  a  sharp 
nnarket  correction: 

MARKET 

DATE  YIELD  DECLINE 


AUG.  '87 

2.64% 

34% 

JAN.  73 

2.65 

48 

DEC.  '68 

2.87 

36 

OCT.  '65 

2.88 

21 

DEC.  '61 

2.81 

28 

JULY  '33 

2.83 

31 

OCT.  '29 

2.88 

83 
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A  BANKING  BREAK  FOR 
SMALL  BUSINESSES 


►  While  President  Clinton 
wrangles  with  Congress  over 
his  economic  stimulus  plan, 
the  White  House  is  pushing 
ahead  with  another  effort  to 
jump-start  the  economy  on 
the  cheap.  On  Mar.  10,  the 
White  House  unveiled  a  pack- 
age of  changes  in  banking 
regulations  it  hopes  will  gen- 
erate more  lending,  particu- 
larly to  small  businesses.  The 
changes  are  designed  to  ease 
the  regulatory  demands — 
partly  in  reaction  to  the  thrift 
crisis — that  banks  complain 
have  impeded  lending.  The 
new  rules  would  reduce  the 
heavy  documentation  banks 
need  to  prove  small  business- 
es can  repay  commercial 
loans  and  would  give  banks 
more  leeway  in  how  they 
classifv  troubled  loans. 


BLOCKBUSTER  BUYS 
INTO  A  PRODUCER 


►  H.  Wayne  Huizenga  is  tak- 
ing underleveraged,  cash-rich 
Blockbuster  Entertainment 
on  a  shopping  spree.  On  Mar. 


8,  it  acquired  48'a  of  the 
American  Financial's  Spelling 
Entertainment  Group,  a  lead- 
er in  the  TV  and  film  produc- 
tion industry,  in  a  $141.5  mil- 
lion stock  swap.  Blockbuster 
has  also  teamed  up  with  CBS 
to  develop  {)romotional  viik'os 
to  be  distributed  with  movie 
rentals.  The  deals,  together 
with  Blockbuster's  recently 
purchased  359^  stake  in  Re- 
public Pictures,  adds  more  ti- 
tles for  Blockbuster's  3,127 
video  stores.  They  also  create 
a  massive  film  library  that 
could  stock  a  future  Block- 
buster cable  channel. 


SHONEY'S  FOUNDER 
DIVESTS  HIS  STAKE 


►  The  turbulent  Raymond 
Danner  era  at  Shoney's  is 
coming  to  an  end.  The  Nash- 
ville-based restaurant  chain 
announced  Mar.  9  that  it  will 
pay  $110  million  to  buy  all 
remaining  shares  held  by  its 
founder  and  his  affiliates. 
The  company  also  said  that 
the  68-year-old  Danner  won't 
stand  for  reelection  to  the 
board. 

Danner  was  a  defendant  in 
a  lawsuit  that  alleged  blacks 
had  long  been  discriminated 
against  in  hirings  and  promo- 
tions at  Shoney's.  The  compa- 
ny agreed  last  year  to  pay 
$105  million  to  settle  the 
case,  and  Danner,  accused  of 
promoting  the  culture  of 
bias,  funded  83'';  of  the  set- 
tlement by  contributing 
Shonev's  stock. 


I  HATE  IT  WHEN  THAT  HAPPENS 


Every  so  often,  you  just  have 
one  of  those  weeks' — like  when 
you  get  zapped  into  the  sky  and 
spend  five  torturous  days  on  an 
evil  alien  spacecraft.  Travis  Wal- 
ton says  he  lived  that  week  in 
November,  1975.  He  penned  a 
book  chronicling  his  abduction, 
then  told  all  to  the  usual  TV  tab- 
loids. Now,  Walton  has  hit  the 
big  time  in  Paramount's  movie 
Fire  in  the  Sky,  opening  Mar. 
12  and  brazenly  billed  as  "based  on  the  true  story."  j 
Just  how  true?  In  one  eerie  scene,  chalky-skinned  E.  T.-lij 
creatures  prod  Travis  with  bizarre-looking  instruments  as  \ 
struggles  to  free  himself  from  the  jellylike  substance  tli 
straps  him  to  an  operating  table.  "I  just  flipped  out  and  l| 
came  hysterical,"  Walton  recalls  in  a  chilling,  exclusive  int(| 
view  with  BUSINESS  WEEK.  Who  wouldn't?  But  don't  worij 
there's  a  happy  ending:  Travis  gets  back  safely.  He  goes  | 
tour.  And  he  makes  a  bundle  from  the  movie  deal.  ! 


CRIMINAL  CHARGES 
FOR  CHARLES  KNAPP 


►  As  if  he  didn't  have  enough 
trouble.  Charles  W.  Knapp, 
who  filed  for  personal  bank- 
rupcy  last  September  and  is 
already  a  defendant  in  a  civil 
case  filed  by  the  Resolution 
Trust  Corp.,  was  indicted 
Mar.  4  with  two  business 
associates. 

The  eight-count  indictment, 
to  which  Knapjj  has  pleaded 
not  guilty,  charges  the  for- 
mer head  of  mortgage  and 
investment  company  Trafal- 
gar Holdings  with  fraud, 
money  laundering,  and  con- 
spiracy. At  issue  in  both  the 
t;tc  case  and  the  indictment 


is  a  $15  million  loan  made  i 
Trafalgar  back  in  the  su| 
mer  of  1988  by  Western  Sal 
ings  &  Loan  Assn.  in  Phc'j 
nix.  According  to  tli 
indictment,  Knapp,  aloij 
with  financial  adviser  Antn 
ny  C.  Sarno  and  Trafalgaii 
auditor,  Joseph  V.  Nash,  cci 
spired  to  manufacture  falJ 
financial  statements  in  ordi 
to  obtain  the  loan. 


COLA  COMBAT 
LOOMS  IN  VIETNAM 


►  After  nearly  two  decade 
cola  wars  are  set  to  resun 
in  Vietnam.  PepsiCo  hi 
teamed  up  with  Internation 
Beverage,  a  joint  venture  t 
tween  a  state  company  and 
Hong  Kong  investor  grou 
and  expects  to  sign  a  comm 
ment  letter  to  invest  $2  ra 
lion  in  production.  The  agre 
ment  depends  on  the  liftii 
of  the  U.  S.  embargo  on  Vi( 
nam  investments,  expect* 
later  this  year. 

Pepsi  is  eyeing"  a  soda  ms 
ket  that  drinks  approximat 
ly  30  million  locally  produce 
cases  annually,  a  figure  th 
could  double  in  two  year 
Coca-Cola,  which  once  don 
nated  Vietnam,  has  its  ov 
memorandum  of  understan 
ing  with  two  state-owne 
companies. 
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LINTON'S  SPOONFUL  OF  SUGAR  MAY 
«AKE  THE  MEDICINE  GO  DOWN 


emocratic  liberals— who  thought  the  defeat  of  George 
Bush  meant  an  end  to  12  years  of  Republican  assaults 
on  domestic  programs— have  been  strangely  quiet  as 
Clinton  has  gone  at  the  l)udget  with  an  ax.  Even  Clinton's 

r.  10  agreement  to  cut  still  deeper  didn't  trigger  an  explo- 

1  of  outrage.  What's  going  on  here?  Simple.  A  display  of 

riton's  trademark  political  mastery.  The  President,  having 

;t  channeled  public  discontent  into  support  for  his  econom- 

)rogi'am,  has  now  lined  up  both  wings  of  his  fractious  par- 
te drive  the  plan  through  Congress. 

rhe  secret  to  holding  together  liberal 

istituencies,  including  big-city  mayors 

1  labor',  is  the  dollop  of  social  spending 

t  Clinton  ladled  into  his  budget.  The 

nulus  package  "was  the  political  grease" 

t  got  liberals  on  board,  says  a  Clinton 

n.ser.  While  ostensibly  intended  to  give 

'  economy  a  boost,  most  of  the  $16  bil- 

1  in  extra  spending  slated  for  the  next 

)  years  would  go  to  programs  near  and 

ir  to  liberal  hearts— such  as  summer 

s  for  urban  youth,  community-develop- 

nt  grants,  mass  transit,  child  nutrition, 

1  Head  Start. 

LiTics  FIRST.  But  conservatives  and  mod- 
tes  rebelled  at  the  proposed  new  spend- 
.  With  Republicans  boycotting  Clinton's 
igram,  the  White  House  couldn't  afford 
lose  more  than  a  handful  of  Democrats  on  Capitol  Hill. 
\fter  feverish  negotiations,  the  White  House  agreed  to  up 
$90  billion  in  additional  cuts  through  1998.  Details  are 
irse,  and  the  mechanism  for  enforcing  the  deal  remains 
itchy,  but  deeper  spending  cuts  are  coming.  Clinton  will 
re  to  accept  a  scale-back  of  his  long-term  "investment" 
Igram,  but  the  short-term  stimulus  remains  intact. 
"It's  a  win-win  situation,"  says  Representative  Timothy  J. 
my  (D-Minn.),  a  leader  of  the  moderates.  "I  don't  think  any- 
ly  has  a  lot  to  complain  about." 


SCHMOKE:  "WE'VE  BEEN  NEGLECTED 


With  the  economy  moving  along  at  a  much  brisker  clip 
than  expected,  most  economists  agree  that  Clinton's  stimulus 
will  flo  little  good.  But  the  program  is  crafted  with  an  eye  to 
politics,  not  economics,  and  that's  why  the  White  House 
couldn't  take  the  easy  way  out  by  chucking  the  package. 
FEW  STRINGS.  Mayors— and  inner-city  House  meml)ers— are 
delighted  with  the  largess.  On  Mar.  5,  more  than  30  city 
leaders  lined  up  behind  Clinton  to  announce  their  support 
for  his  plan.  A  few  days  later,  the  President  dropped  in  to 
schmooze  at  the  National  League  of  Cities  meeting.  "We've 
been  neglected  for  many  years,"  says  Bal- 
timore Mayor  Kurt  L.  Schmoke.  "We  look 
at  the  stimulus  package  as  an  investment 
that  will  help  us  get  back  on  our  feet." 

It  will  hel{)  hard-pressed  mayors  as  well 
as  their  cities.  The  mayors  will  get  some 
"walking-around"  money,  including  $2.5  bil- 
lion in  new  Conmiunity  Development  Block 
Grants  and  $1  billion  in  extra  funding  for 
summer  jobs  programs  for  youth.  That's 
the  kind  of  money  that  big-city  pols  like 
best— funds  with  few  strings  attached  that 
can  be  dispensed  for  maximum  political 
benefit.  Conservatives  deride  the  spend- 
ing as  a  political  payoff.  "This  was  like 
writing  a  check  to  get  mayors'  support," 
says  analyst  Stuart  Butler  of  the  Heritage 
Foundation.  And  even  White  House  offi- 
cials admit  that  the  cash  infusion  is  just  a  palliative  for  the  cit- 
ies until  the  Administration  comi)letes  a  lai-ger  urban  strategy, 
which  will  include  enterprise  zones,  community-development 
banks,  and  welfare  reform. 

Those  proposals  lie  several  weeks  in  the  future  and  will  pro- 
duce new  stresses  among  Democrats.  For  now,  however,  Clin- 
ton has  shown  that  it's  possible  to  achieve  at  least  temporary 
unity  within  the  party.  All  it  takes  is  a  few  V)illion  dollars  and 
a  shrewd  politician-in-ehief  in  the  White  House. 

Bii  Susan  B.  Garland  and  Richard  S.  Diuihuni 


iPITALWRAPUPI 


ONEY  POLITICS 


M  ouse  Democrats  have  been  less- 
■  than-enthusiastic  supporters  of  any 
impaign  finance  reform  that  would 
;riously  crimp  the  role  of  political-ae- 
on committees.  A  list  of  1992's  top 
\C  recipients,  compiled  by  the  news- 
tter  Political  Hotline  shows  why.  Nine 
'  the  top  10  PAC-men  are  Democrats, 
nd  four  members  of  the  House  lead- 
•ship— Majority  Leader  Richard  A. 
ephardt  (Mo.),  Whip  David  E.  Bonior 
iich.).  Caucus  Chair  Steny  H.  Hoyer 
Id.,)  and  campaign  committee  chief 
ic  Fazio  (Calif.)— shared  $4  million  in 
mtributions.  The  lone  Republican 
aking  the  Top  10  was  Minority  Whip 


Newt  Gingrich  of  Georgia,  who  got 
$653,712  and  placed  10th.  No.  1  Ge- 
phardt got  $1.2  million. 

INVESTIGATIONS 

The  Democratic  takeover  of  the 
White  House  hasn't  ended  the  legal 
woes  of  House  Ways  &  Means  Commit- 
tee Chairman  Dan  Rostenkowski  (D- 
111.).  The  Justice  Dept.  is  continuing  a 
criminal  probe  of  alleged  irregularities 
in  Rostenkowski's  financial  dealings 
with  the  House  post  office.  Should  Ros- 
ty  be  indicted,  Sam  M.  Gibbons  (D- 
Fla.)  would  become  acting  chairman 
pending  trial.  But  should  Rostenkowski 
be  forced  out  of  office,  the  Democratic 
Caucus  would  likely  pass  over  Gibbons, 


73,  and  closely  tied  to  business  lol;)by- 
ists,  and  turn  instead  to  Charles  B. 
Rangel  (D-N.Y.)  as  a  permanent  re- 
placement. 

GOVERNORS  

I  ew  Jersey  Democrat  Jim  Florio, 
1  the  only  governor  up  foi'  reelec- 
tion this  year,  is  crawling  back  from 
political  near-death.  A  poll  conducted 
by  Newark's  Star-Ledger  shows  that 
36%  of  voters  think  Florio  is  doing  a 
"good"  or  "excellent"  job,  while  60% 
rate  him  fair  or  worse.  In  October, 
1990,  Florio  bottomed  out  at  18%  ap- 
proval. He  has  been  aided  by  turmoil 
over  gim  control  and  taxes  in  the  over- 
whelmingly Republican  legislature. 
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OUR  COMPETITION  DREAMS  OF  MAKING 
A  CAR  LIKE  TAURUS. 

SWEET  DREAMS. 


ued  to  improve  everything  supplemental  restraint  system  Always  wear  your  safety  I 


n  Taurus'  suspension  and 
dling  to  its  er^onomicallv 
igned  controls.  We  even 
ed  the  security  of  available 
i-lock  brakes. 

^ou  can  wait  until  the  other 


guys  make  their  dreams  come 
true.  Or  you  can  get  behind 
the  wheel  of  a  Ford  Taurus 
today. 

"Based  on  1992  calendar  year  manufacturers  reported 
retail  deliveries 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


nternational  Business 


IS  BRITAIN 

REALLY  ON  THE  MEND?  

As  the  EC  watches,  Major's  easy-money  plan  seems  to  be  working 


I 


n  his  oO  years  building  homes  in  Brit- 
ain. Duncan  Davidson  has  never  had 
to  weather  a  recession  as  long  as  the 
current  three-year  slump.  Now,  the 
chairman  of  Yorkshire-based  Persimmon 
F'Lf  has  seen  sales  shoot  up  30^''  so  far 
this  year.  With  the  British  economy 
seemingly  on  the  mend,  Davidson  is 
pinching  himself  to  make  sure  the  good 
news  is  real.  "This  rebound  is  going  to 
be  sustained,"  he  says.  "I  think." 

Davidson's  guarded  optimism  sums  up 
the  prevailing  mood  in  Britain  these 
days.  With  retailers,  car  dealers,  and  e.x- 
porters  all  seeing  sales  increases,  the 
economy  may  finally  have  turned  a  cor- 
ner (table).  The  upbeat  feeling  has 
spread  to  the  City,  where  stocks  are 
hitting  record  highs.  "Some  sort  of 
recovery  is  under  way,"  says  Howard 
Davies,  director-general  of  the  Con- 
federation of  British  Industry. 
SWIFT  KICK.  Signs  of  life  come  not  a 
moment  too  soon  for  Prime  Minister 
John  Major,  whose  popularity  has 
taken  a  big  tumble.  His  moves  last 
fall  seem  to  be  the  reason  for  the 
brighter  economic  picture.  After  Brit- 
ain was  booted  out  of  the  Exchange 
Rate  Mechanism,  he  set  the  country 
adrift  from  the  rest  of  the  European 


Community  by  letting  the  pound  depreci- 
ate up  to  20'^  against  other  currencies. 
He  pushed  through  an  easy-money  poli- 
cy by  lowering  interest  rates  and  abol- 
ished the  sales  tax  on  new  cars.  "It  was 
a  high-risk  policy,  and  it  worked,"  says 
David  Kern,  chief  economist  at  National 
Westminster  Bank  PLC. 

British  companies  are  also  looking 
healthier.  Productivity  is  up  after  a  lay- 
off binge  in  the  past  two  years.  Wage 
settlements  are  averaging  2.6''  across 
the  whole  economv — the  first  time  since 


THE  BRIGHT  SPOTS  IN 
BRITAIN'S  ECONOMY 

►  Retail  sales  advance  1  1  %  in  January 

►  New-car  sales  up  1 6%  in  February 

►  New-home  sales  spurted  20%  in  1  993's  first 
eight  weeks 

^  Inflation,  at  3.2%,  is  the  lowest  in  26  years 

►  Interest  rates,  at  6%,  are  the  lowest  since  1 977 

DATA:  BUSINESS  WEEK 


1980  that  pay  increases  have  been  belc 
3''.  The  pound's  drop  makes  British  e 
ports  competitive  in  the  American  m 
ket.  where  companies  such  as  Cadbu 
Schweppes,  BAT  Industries,  and  Smit 
Kline  Beecham  are  reporting  sales  : 
creases.  Exports  for  the  three  mont 
ending  in  January  are  up  117f  over  ti 
same  period  a  year  ago. 
ARM  UP.  On  top  of  it  all,  the  British  ba 
interest  rate  of  G??  is  the  lowest  in  E 
rope.  With  inflation  still  tame  at  39<,  co 
ditions  are  right  for  rates  to  drop  ft 
iher.  And  since  nearly  all  Briti 
mortgages  are  adjustable,  the  rate  cu 
can  provide  an  additional  boost  to  t 
economy.  In  April,  a  downward  adju: 
ment  of  25'.'  of  all  mortgages  will  fri 
up  $4.5  billion  of  consumer  spending 

Even  so,  Britain  is  unlikely  to  have 
rollicking  recovery.  Growth  in  bai 
loans  is  still  flat,  and  unemploymer 
now  at  10.6' will  continue  to  ris 
That's  because  companies — in  fiel 
from  banking  to  telecommunications 
energy — are  investing  more  in  new 
formation  technology  that  will  rephi 
clerical  and  other  workers.  "Until  cc 
panies  stop  sacking  people,  consume 
will  resist  borrowing  and  instead  w 
pay  off  old  debt,"  says  David  Owen 
economist  at  Kleinwort  Benson  Secu 
ties  Ltd.  "It's  not  going  to  fee!  like 
recovery  for  many." 

With  lots  of  businesses  still  workit 
off  inventories  and  manufacturing  oi 
put  static,  the  consensus  among  ecor 
mists  is  that  growth  will  be  an  anen 
1''  this  year  and  2.5''  next  year.  "We" 
out  of  the  freezer  and  into  the  refrigei 
tor,"  says  Liverpool  University  ecoi: 
mist  Patrick  Minford. 

The  comeback  also  is  likely  to  be  i 
ratic  because  of  problems  across 
channel.  Just  as  Britain  appears  to 
clawing  out  of  its  recessionary  p 
France  and  Germany  are  slowly  sinkii 
into  one.  Continental  Europe  is  Britair 
biggest  export  niarket.  But  many  thir 
the  recession  on  the  Continent  shouldi 
derail  Britain.  "It  won't  stop  the  reco 
ery,"  Owen  says. 

Major  still  faces  some  delicate  m 
neuvering.  He  must  come  up  with 
budget  that  lowers  an  expected  defi< 
of  S70  billion,  or  8'';  of  GDP,  witho 
snuffing  out  the  fledgling  recover 
He  may  try  a  Clintonesque  combin 
tion  of  spending  cuts  and  vaiue-addi 
tax  hikes,  plus  new  excise  taxes  ( 
gasoline  and  tobacco.  It's  possib 
that  the  tax  hikes  will  be  delayed 
year  to  prevent  a  relapse.  And  wi 
the  pound's  devaluation,  the  threat 
inflation  still  lurks.  But  that's  anot 
er  problem  for  another  day. 

Bj/  Paula  Diryer  in  Londi 
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A  TEAR  IN  MEXICO'S  CURTAIN  OF  DEMOCRACY 


If  there's  one  thing  President  Carlos 
Sahnas  de  Gortari  has  sought  for 
Mexico,  it's  credibility.  When  he 
)ok  office  four  years  ago,  he  boldly 
ledged  to  slash  inflation,  turn  the  gov- 
rnnient  deficit  into  a  surplus,  and  pri- 
atize  like  crazy — in  short,  to  engineer 
n  about-face  for  Mexico's  battered 
conomy.  He  has  wooed  foreign  invest- 
lent  and  negotiated  a  ground-break- 
ig  free-trade  agreement  with  the 
'orld's  greatest  power. 
That's  why  it's  so  hard  to  believe 
lat  Salinas  has  suddenly  blundered  so 
adly.  At  a  dinner  in  his  honor  on  Feb. 
3,  nearly  30  of  Mexico's  most  power- 
al  executives  were  presented  with  a 
roposal  that  most  of  them  would  find 
ard  to  refuse.  Each  was  asked  to  con- 
•ibute  a  cool  $25  million  to  a  proposed 


Cementos  Mexicanos,  which  has  won 
many  contracts  in  Salinas'  drive  to  im- 
prove the  country's  infrastructure. 

So  when  the  $25  million  question 
came  up,  at  least  one  dinner  guest  was 
inclined  to  fatten  the  kitty.  TV  tycoon 
Emilio  Azcarraga  Milmo,  whose  Te- 
levisa  network  enjoys  a  near  monopoly 
in  Mexico,  offered  $30  million.  "As 
long  as  the  [Mexican]  people  are  hap- 
py, the  businessmen's  investments  will 
be  safe.  And  the  better  off  the  [Mexi- 
can] people  are,  the  more  money  the 
businessmen  will  make,"  says  Antonio 
Ortiz  Mena,  a  former  finance  minister. 

Salinas'  technocrats  may  have  eco- 
nomic policy  under  control,  and  they're 
quite  sophisticated  at  taking  the  politi- 
cal pulse  of  their  northern  neighbor. 
But  this  sorry  episode  shows  that  it's 


UINAS:  IN  PUBLIC,  POLITICAL  SAVVY.  IN  PRIVATE,  PATRONAGE  AND  PAYOFFS 


1  billion  trust  fund  aimed  at  providing 
alinas'  Institutional  Revolutionary 
'arty  (PRI)  with  a  permanent  source  of 
inancing  to  help  make  it  invincible  in 
pcoming  1994  elections. 
LOSED  DOORS.  The  executives  didn't 
lanch.  Most  have  benefited  tremen- 
ously  from  Salinas'  policies,  such  as 
is  huge  sell-off  of  state-owned  assets, 
fi  attendance,  for  example,  was  Carlos 
lim,  a  Salinas  intimate  and  majority 
wner  of  Telefonos  de  Mexico  (Tel- 
lex),  the  nation's  only  telephone  com- 
any.  Its  market  value  has  zoomed 
rom  $200  million  to  $26  billion  since  its 
rivatization  three  years  ago.  Another 
^as  cement  king  Lorenzo  Zambrano  of 


still  business  as  usual  when  Salinas 
and  his  cronies  go  behind  closed  doors. 
The  PRI,  which  has  dominated  the  gov- 
ernment for  64  years,  has  traditionally 
siphoned  off  public  funds  to  build  up  a 
huge  patronage  system.  At  election 
time,  money  has  flowed  from  grateful 
execs,  who  pick  up  the  tab  for  buses  or 
sound  systems  or  that  executive  jet. 
And  the  PRI  has  always  won. 

Today,  however,  the  PR!  faces  un- 
precedented challenges.  Since  Salinas 
narrowly  squeaked  into  office  in  an 
election  marred  by  charges  of  fraud, 
opposition  parties  have  made  big  gains. 
Meanwhile,  Salinas'  privatization  of  big 
state  companies  has  cut  loose  thou- 


sands of  government  workers  who  no 
longer  pay  regular  tribute  to  the  party. 
His  stringent  state  spending  cuts  have 
also  hampered  the  PRl's  ability  to  use 
patronage  the  way  it  did  before. 

So,  while  the  PRI  still  dominates,  it 
has  been  forced  to  come  up  with  more 
innovative  financing.  Two  months  ago, 
for  example,  the  PRI  introduced  a  Visa 
credit  card  to  30,000  supporters.  From 
every  purchase,  the  PRI  gets  a  0.57( 
cut.  There's  a  new  PRi-sponsored  lot- 
tery, too,  that  has  already  pulled  in 
about  $1.3  million.  Hundreds  of  PRI- 
owned  billboards  are  now  for  rent,  and 
the  PRI  will  earn  a  commission  on  a 
recent  art  auction  that  netted  $65,000. 
ALIEN  CONCEPT.  This  scramble  for  cam- 
paign cash  muddies  the  modern  image 
that  Salinas  is  trying  to  project  to  the 
world.  With  the  North  American  Free 
Trade  Agreement  ready  for  ratification 
in  the  U.  S.  and  Canada,  Salinas  is  un- 
der intense  pressure  to  show  that  he's 
not  just  another  authoritarian. 

But  to  the  Salinas  administration,  de- 
mocracy is  an  alien  concept  that  clash- 
es head-on  with  Mexico's  style  of  gov- 
ei-nment  from  above.  The  executive 
branch  makes  a  decision.  Then,  it  sets 
about  building  a  consensus  to  back  it 
up.  If  opponents  defy  it,  they  are  la- 
beled antidemocratic. 

Meanwhile,  in  the  U.  S.,  many  mem- 
bers of  Congress,  such  as  Representa- 
tive John  LaFalce  (D-N.  Y.),  expect 
Mexico  to  look  more  democratic  as  a 
precondition  to  free  trade.  So  Mexico 
will  do  just  that — look  democratic. 
Whether  or  not  the  country  actually 
will  be  democratic  is  another  story  al- 
together. "The  problem  with  Salinas  is 
that  he  believes  democracy  begins  and 
ends  with  him,"  says  Colegio  de  Mexi- 
co political  scientist  Lorenzo  Meyer. 

Until  now,  Salinas  has  shown  a  lot  of 
political  savvy — at  least  in  public. 
When  the  dinner-party  news  leaked, 
Salinas  quickly  dropped  the  $25  million 
plan  and  proposed  new  limits  on  politi- 
cal contributions.  Even  so,  the  fiasco 
shows  that  he  and  his  crew  still  suffer 
from  the  arrogance  that  has  character- 
ized the  PRI  for  decades.  Economic  poli- 
cies may  need  to  be  set  from  the  top 
down,  but  true  democracy  requires  a 
sensitivity  and  receptiveness  to  popular 
will — something  Salinas  and  his  tech- 
nocrats have  yet  to  learn. 

Smith  corers  Mexican  busittc.ss  and 
politics  from  Mexico  City. 
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WITH  THE  SCOUNDRELS  GONE, 
WHO  WILL  RUN  ITALY? 


Over  the  past  few  weeks,  Italians  have  watched  the 
most  profound  political  upheaval  since  World  War  II 
with  remarkable  optimism.  Most  of  them  cheered  as 
pi-osecuLors  in  the  "Clean  Hands"  investigation  slapped  handcuffs 
on  an  assortment  of  senior  ])oliticians  and  businessmen.  The  Mi- 
lan stock  exchan><e  soared— even  though  officials  at  blue-chip 
companies  such  as  Fiat,  Ferruzzi,  and  Montedison  were  caught 
up  in  the  scandals.  It  would  all  woi'k  out  for  the  liest,  Italians 
thought. 

But  now,  the  mood  is  changing.  Hopes  that  the  nine-month- 
old  government  of  law  professor  Ciiuliano  Amato  woukl  lead 
the  country  into  a  new  era  have  been 
dashed.  The  Prime  Minister  dealt  him- 
self what  may  prove  a  fatal  blow  on 
Mar.  5  by  attempting  to  push  through 
emer'gency  decr'ees  that  would  have 
curtailed  the  corruption  investigations. 
Once  seen  as  a  selfless  savior,  Amato 
is  now  viewed  as  striving  to  preserve 
the  discredited  system.  The  hapless 
Pr'ime  Minister  was  even  shoutfd 
down  when  he  tried  to  addr-ess  Italy'- 
most  prestigious  business  school,  in 
Milan,  in  early  March. 

The  "Clean  Hands"  investigation 
does  seem  to  have  dr-iven  a  spike 
through  the  heart  of  the  old  order— a 
system  in  which  an  endless  proces- 
sion of  ineffective  coalition  govern- 
ments was  sustained  l)y  payoffs  fr'om 
favor-ed  businesses.  Scor-es  of  Italy's 
high  and  mighty  are  now  languishing 
in  damp  prisons  in  Rome  and  Milan. 
Italians  had  gradually  come  to  realize 
that  this  setup  was  costing  them  l)il- 
lions  of  dollars  a  year  in  gi'aft  and  in- 
efficiency. By  running  up  enormous 
budget  deficits  and  dragging  its  heels 
fm  i)rivatization,  the  political  Estab- 
lishment was  also  contributing  to 
Italy's  falling  danger'ously  behind 
France  and  Cermany  in  economic  competitiveness. 
GUIDING  LIGHT.  But  now,  Italians— and  their  fellow  Eur-o- 
peans— are  starling  to  realize  that  bitnging  down  the  sys- 
tem that  has  governed  the  country  for  four  decades  was  just 
the  easy  part.  Building  a  new  i)olitical  system— with  new 
laws,  new  parties,  and  new  faces— is  going  to  take  time.  The 
public's  white-hf)t  rage  at  disgraced  Socialist  leader  Bettino 
Craxi  and  other  politicians  promises  to  complicate  the  job. 
Says  actor-  Marcello  Mastroianni:  "I  would  put  these  thieving 
jjoliticians  in  a  cage  under  the  wind  and  the  rain,  as  in  the 
Middle  Ages." 

Who  the  architects  of  the  new  system  will  be  is  a  major 
question.  Italy's  aging  i)oliticians  permitted  few  Clinton-style 
baby  boomers  to  get  much  exposure.  Younger,  mor-e  modern 
politicians  who  just  might  have  formed  the  backlione  of  a 
new  political  class— men  such  as  Socialist  Claudio  Martelli 
and  leader  of  the  pro-business  Republican  Party  Giorgio  La 
Malta— have  harl  their  car-eer-s  blighted  l)y  the  current  corTup- 


CRAXI  IN  EFFIGY  AT  A  VIAREGGIO  FETE:  ITALIANS' 
RAGE  AT  THEIR  EX-PRIME  MINISTER  IS  WHITE  HOT 


tion  investigations.  Some  executives  and  pundits  are  ev( 
asking  whether  European  Community  officials  should  be  ask( 
to  step  in  to  help  with  technical  assistance  on  political  and  e 
onomic  reform— although  that  seems  unlikely. 

One  politician  who  is  suddenly  getting  a  lot  more  notice 
a  soft-spoken  Sardinian  named  Mario  Segni.  Son  of  a  for'mi 
Italian  President,  53-year'-old  Segni  has  been  a  maverick  figir 
within  Italy's  lar-gest  party,  the  Christian  Democrats.  He  h; 
l)een  the  guiding  light  behind  a  br"oad -leased  movement  th; 
seeks  to  rejjlace  Italy's  tr'aditional  voting  system  of  proportio 
al  r'e])r-es(intation  with  a  British-  or  American-style  winne 
take-all  system.  Italians  are  expect( 
to  approve  the  measures  in  a  natio 
wide  referendum  on  Apr.  18.  If  tl 
l)ruised  Amato  is  forced  to  leave  tl 
scene,  as  many  now  think  likely,  Se 
ni  could  be  appointed  by  the  Italij 
President  to  head  a  technocratic  go 
ernment  until  new  parliamentary  ele 
tions  can  lie  or-ganized. 
IMMVSSE.  Ther'e  ar'e  many  other  peop 
moving  to  fill  the  vacuum.  (.)n  the  lei 
there  are  uni'econstructed  communist 
while  on  the  right,  neofascists  hof 
to  score  big  gains  in  the  country 
urxlerdeveloped  South.  A  key  orga 
ization  is  the  grass-r-oots  Lega  mov 
ment  of  the  rich  North,  which  ain 
to  restructure  the  123-year-old  ce 
tralized  Italian  state,  r'eplacing  it  wii 
a  German-style  federal  system.  Eve 
Confindustria,  the  influential  associ 
tion  representing  big  business,  hi 
opened  up  back-channel  discussioi 
with  Lega,  which  has  already  captun 
key  city  councils  in  the  North. 

Besides  their  fear  of  getting  caugi 
in  the  prosecutors'  net,  executives  ai 
concerned  that  the  investigation  cou 
paralyze  the  economy.  To  date,  moi 
than  335  i)oliticians,  officials,  and  bus 
nessmen  have  been  arr-ested. 

Judges  show  no  signs  of  stopping:  On  Mar.  9,  they  jaiU 
Gal)riele  Cagliari,  chairman  of  ENI,  the  state-owned  enere 
gi'oup.  The  investigations  are  causing  extreme  anxiety  in  co 
porate  Italy.  Executives  spend  their  days  worrying  who: 
prosecutors  will  target  next. 

Important  economic  programs,  including  the  Amato  go' 
er"nment's  multibillion-dollar  plan  to  privatize  large  sections  i 
state  industry,  have  been  brought  to  a  halt.  It  is  unlikely  th; 
they  will  resume  until  much  later  in  the  year. 

The  serious  political  instability  is  not  just  an  Italian  prol 
lem.  Italy,  the  thir-d- largest  economy  in  Europe,  is  a  maj( 
trade  partner  with  other  EC  countries.  A  crippled  Italy  wea! 
ens  the  EC.  Alr-eady,  officials  in  London,  Paris,  and  Bonn  ai 
starting  to  look  nervously  at  the  turmoil  in  Rome.  Europe 
accustomed  to  r-aucous  Italian  politics.  But  Italy  in  chaos  is  ai 
other  matter'. 

By  John  Rossant  in  Ron 
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Finally,  there's  a  plain  paper  fax 
^  *  that  IS  within  your  reach, 


fntroducing  the  affordable  Canon  FAXPHONE"  B70 
L  Bubble  Jet'"  facsimile. 

Everything  youVe  ever  wanted  in  a  high  quality 
ut  sheet  plain  paper  fax  is  here.  Only  now,  it's 
iffordable. 

'    The  new  personal  FAXPHONE  B70  offers 
Canon's  patented  Bubble  Jet  technology  with 
)60  X  360  dpi  to  give  you  laser  quality  output. 
What's  more,  Canon  s  exclusive  UHQ'"  imaging 


technology  lets  you  send  text  and  multi-toned  graphics 
that  are  virtually  indistinguishable  from  the  original. 

And  with  its  unique,  upright  design,  it  takes  up 
very  little  space. 

So  whether  you  do  business  from  your  home  or 
office,  you  can  count  on  the  dependability  of  Canon, 
the  number  one  choice  in  plain  paper  fax. 

For  more  information  on  the  FAXPHONE  B70, 
simply  reach  for  your  phone  and  call  1-800-4321 -HOP. 


>m\i  jn..n  USA.  Int.  H.imt  DUitc  Pniducn  Divis 
nc  LAnm  I'l.i7.i,  1  akc  Sucifss,  NV  1 1042 
anor  jnj  bAXPHONF  ate  icjiiMcrtd  trjji-m.irk^  ..1 
abblcjtl  and  UHQ  .vi:  ir.idtiMrk^  .,1  ( .iiiun,  ln> 


FAXPHONE- B70 

BUBBLE  JET  FACSIMILE 
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STRATEGIES  I 


NESTLE:  A  GIANT 
IN  A  HURRY 


Pledging  to  double  sales — to  $72  billion — it  is  showing  real  agility 


The  top  brass  at  food  giant  Nestle 
had  always  coveted  leadership  in 
the  fast-growing  mineral  water 
business.  That  meant  buying  France's 
Source  Perrier — but  it  didn't  seem  for 
sale.  Then  one  day  in  November,  1991, 
the  phone  rang  at  the  company's  lake- 
side headquarters  at  Vevey,  facing  the 
Swiss  Alps.  A  friend  told  Chairman  Hel- 
mut Maucher  the  jolting  news  that  Ita- 
ly's Agnellis  were  about  to  bid  for  the 
holding  company  that  controlled  Perrier. 

Maucher  moved  fast  to  keep  his  prize 
from  being  wrested  away.  He  plunked 
down  a  $2.3  billion  cash  bid  to  challenge 
the  Agnellis.  He  bested  the  family  in  the 
French  courts  and  cut  side  deals  with 
old  friends  in  French  business  such  as 
Antoine  Riboud,  head  of  food  giant  BSN. 
Then  he  deftly  swung  top-drawer 
French  banks  to  his  side.  After  two 
months  of  pummelling,  the  Agnellis 
gave  up.  European  Community  bureau- 
crats, worried  about  antitrust  issues,  re- 
quired Maucher  to  spin  off  some  of  Per- 
rier's  capacity,  but  they  are  set  to  grant 
final  approval.  "Now,"  he  says,  "we  are 
in  everything  we  want  to  be  in." 

Nestle  is  in  quite  a  lot.  With  iiil- 
lion  in  sales,  it's  the  world  leader  in  in- 


stant coffee,  mineral  water,  confections, 
condensed  milk,  frozen  food,  and  infant 
food,  as  well  as  No.  2  in  U.  S.  pet  foods. 
Maucher  has  stocked  Nestle's  larder 
with  more  than  $10  billion  worth  of  ac- 
tiuisitions,  starting  with  Carnation  in 
1985  (page  54).  And  in  uncharacteristic 
moves  for  the  staid  Swiss  company,  he 
has  formed  joint  ventures  with  Coca- 
Cola  Co.  in  canned  coffee  and  tea  drinks, 
and  with  General  Mills  Inc.  in  cereals. 
ASIAN  KEY.  But  amid  a  global  food 
shakeout.  Nestle  will  have  to  maintain 
its  frenetic  pace  just  to  stay  even.  So 
Maucher  is  revving  the  company  up  to 
double  sales  in  a  decade — the  hard  way, 
without  counting  acquisitions  he's  sure 
to  make.  To  achieve  that,  sales  will  have 
to  grow  at  a  compounded  rate  of  more 
than  17'  every  year,  including  inflation. 

Problem  is,  European  and  U.  S.  food 
markets  alike  are  both  flat  and  fiercely 
competitive.  So  Maucher  is  counting  on 
new  markets  and  new  businesses  for 
growth.  Nestle  is  setting  its  sights  on 
consumers  in  fast-growing  Asia.  And  it's 
angling  to  take  over  French  cosmetics 
maker  L'Oreal. 

As  it  pushes  its  way  into  new  world 
markets,  though.  Nestle  is  often  bump- 


t 


ing  into  some  aggressive  rivals  \\ 
have  gotten  there  first.  Nestle  is  t 
world's  biggest  food  company,  but 
competes  against  the  likes  of  Philip  M 
ris'  Kraft  General  Foods  division  and  t 
Anglo-Dutch  Unilever  Group.  "If 
succeed,  we  will  probably  just  abc 
keep  our  relative  position  within 
global  players,"  Maucher  concedes. 

To  accomplish  even  that  mu( 
Maucher  has  to  remake  Nestle's  stod^ 
centralized  bureaucracy.  The  65-year-( 
Maucher  is  a  product  of  the  very  culti 
he's  seeking  to  change.  He  started  w 
the  company  as  an  apprentice  in  t 
same  German  plant  as  his  father.  By  t 
time  he  moved  into  the  top  job  in  19: 
Nestle  was  a  giant — but  a  sluggish,  n 
cent  one.  It  was  loath  to  make  host 
bids  and  was  plagued  with  consun 
boycotts  because  of  the  way  it  sold  ba 
formula  in  the  Third  World. 

Its  operations  were  tightly  controll 
by  the  predominantly  Swiss  brass  in  v 
vey.  But  Maucher,  who  is  German,  h 
transformed  the  top  ranks.  Now,  N 
tie's  executive  board  is  a  mini-U.  N.  th 
conducts  business  in  English.  Mauche 
deputy,  Ramon  Masip,  is  a  Spaniard, 
Frenchman  heads  European  operatior 
and  an  American  the  U.  S.  Last  f; 
Maucher  finally  did  what  other  big  co 
panics  had  done:  He  slashed  the  pow 
of  headquarters  bureaucrats  by  pushi: 
decision-making  down  to  seven  "stra 
gic  business  units,"  such  as  milk  pre 
ucts,  coffee,  and  ice  cream.  That  thn 
responsibility  to  a  class  of  globally  mir 
ed  operating  executives. 

As  a  result,  the  giant  is  looking  mo 
nimble,  developing  products  quickly  a 
getting  them  to  market  fast.  It's  makii 
the  most  of  its  reach  by  picking 
brands  in  one  country  and  sowing  the 


POK  NESTU  IS 
PIIACTICALLY 
PROGRAMMED. 
IT  IS  BAmiNG 
TO  GAIN 
CONTROL  OP 
L'ORIAL,  T 
WORLD'S 


MAKER,  WITH 
1992  SALES  OP 
$6.7  BILLION. 
IT  ALREADY 
HOLDS  A  25% 
STAKE  IN  THE 
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■OSS  borders.  Since  buying  Italy's  Bui- 
li,  for  example,  Nestle  has  invested 
lO  million  in  the  company.  The  goal  is 
develop  authentic  Italian  pasta  dishes 

sell  around  Europe.  And  since  it 
anced  on  candy  maker  Rowntree 
ckintosh  PLC,  it  has  been  pushing 
tain's  favorite  "sweeties"  such  as  Af- 

Eight  dinner  mints  and  Smarties  can- 
s  on  the  Continent.  Exports  from 
tain  zoomed  60%  in  two  years. 
&CHHEADS.  If  his  company  is  to 
lieve  Maucher's  goals  of  doubling 
9S,  however,  the  crucial  battleground 
1  be  in  developing  countries.  They  ac- 
mted  for  barely  20%  of  Nestle's  sales 
1992  but  offer  huge  growth  potential 

their  consumers  acquire  both  the 
te  and  the  money  for  processed 
ds.  Morgan  Stanley  &  Co.  reckons 


sales  in  the  developing  world  will  grow 
at  a  VS7'  annual  clip,  providing  a  third  of 
Nestle's  total  sales  by  the  year  2000. 

China  will  be  one  reason.  True,  it's  a 
nation  of  tea  drinkers — but  Nestle  is  es- 
tablishing beachheads  for  coffee  in  ur- 
ban areas  such  as  Guangzhou  and 
Shanghai.  It  has  two  joint  ventures:  a 
Nescafe  coffee  and  Coffee-Mate  creamer 
plant  as  well  as  an  infant-formula  and 
milk-powder  plant  near  Harbin.  And 
Nestle  is  making  a  big  push  in  ice 
cream,  just  the  sort  of  product  the  Chi- 
nese are  flocking  to.  After  having 
bought  51%'  of  Jardine's  Dairy  Farm  In- 
ternational operation  for  $160  million  in 
November,  1992,  Nestle  now  controls  an 
ice-cream  plant  in  Guangzhou. 

Besides  bringing  Western-style  foods 
to  China,  Nestle  is  also  experimenting 


with  Chinese  dishes.  One  hot  new  prod- 
uct: frozen  dim  sum,  the  small  Canton- 
ese-style appetizers.  And  in  Southeast 
Asia,  Nestle  will  spend  $ir30  million  over 
the  next  two  years  to  build  five  plants  to 
make  such  local  goodies  as  soya  sauce 
as  well  as  Western  products.  The  assault 
on  Asia  has  persuaded  most  Nestle- 
watchers  that  Maucher  may  well  pull  off 
his  goal  of  increasing  global  sales  vol- 
ume by  47'  a  year  and  raising  prices  by 
3%  a  year.  "It  should  be  possible  without 
any  acquisition,"  says  Rene  Weber,  food 
analyst  at  Zurich's  Bank  Vontobel. 
NEXT  TARGET.  But  acquisitions  are  clear- 
ly the  way  of  the  future  in  Europe.  The 
advent  of  an  internal  market  means  that 
Europe's  fragmented  consumer  busi- 
nesses will  consolidate  rapidly.  Small 
deals  happen  regularly.  And  Nestle's 
next  major  target  is  practically  prepro- 
grammed: France's  L'Oreal,  the  world's 
No.  1  cosmetics  company,  with  1992 
sales  of  $6.7  billion.  Nestle  has  had  a 
257'  indirect  stake  since  1974,  and,  says 
Maucher,  "Nestle  would  of  course  like 
to  have  the  majority  one  day."  That  day 
could  come  any  time  from  1994  on,  when 
a  standstill  agreement  keeping  Nestle 
from  buying  more  L'Oreal  shares  lapses. 

Before  Nestle  gets  its  majority, 
though,  Maucher  will  have  to  win  over 
France's  richest  woman  and  Nestle's 
largest  shareholder,  Liliane  Bettencourt. 
Bettencourt,  who  is  in  her  late  60s,  owns 
51%,  and  Nestle  4d7",  of  a  company 
called  Gesparal  set  up  in  1974  to  control 
55%  of  L'Oreal  stock.  "Liliane  Betten- 
court has  said  nothing  will  change  while 
she  is  alive,"  warns  L'Oreal  Chairman 
Lindsay  Owen-Jones,  who  opposes  a 
Nestle  takeover.  All  the  same,  Nestle 
insiders  say,  Maucher  is  optimistic.  A 
takeover  would  cost  him  at  least  $3.2 
billion,  and  perhaps  twice  that. 

The  big  question  is  whether  Nestle 
can  simultaneously  handle  all  its  man- 
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i£;Kactly  how  fast  i 
graphics  performa 
Image"  Series  PCsl 


Let's  just  say  we  developed 
Image  Video"  technology  expressly 
for  all  you  high-performance  speed 
demons  Fact  is,  we've  engineered 
our  Image'"  Series  PCs  with  a  power- 
fui  combination 
ofoursecond- 
generation  local 
bus  and  graphics 
accelerator,  allow- 
ing graphics  infor- 
mation to  travel 
directly  between 
the  CPU  and  video 
memory,  so 
Windows'"  IS  a  breeze  and  you 
can  sprint  through  today's  most 
demanding  graphics  applications 
Based  on  Intel's  powerful  486 
chip,  each  Image  Series  PC  has 
OverDrive'"  capability  for  easy 
processor  upgradability.  An  on-board 
SCSI  II  interface  means  you  can 
quickly  connect  to  a  wide  variety 
of  peripherals  And  with  our  new 
OptiBus'"  technology,  your  peripheral 
performance  is  up  to  30%  faster 
than  ordinary  systems  We've  even 
made  it  easier  for  you  to  network 


NEC  has  the 
uliimate  system 
for  graphics 
applications: 
lighining-quick 
Image  Series  PCs 
with  integrated 
SCSI  II  interface, 
legendary  MultiSync 
FG  monitors,  and 
our  pioneenng 
CD  ROM  readers 
with  MultiSpin" 
technology 


your  PCs  with  an  optional  factory- 
integrated,  high-performance 
lOBaseT  Ethernet"'  adapter. 

Plus,  every  Image  Series  PC  is 
designed  with  True  Color  support  of 
up  to  16.8  million  colors  for  photo- 
realistic images,  as  well  as  our 
exclusive  ImageSync  "  technology 
for  flawless  performance  when 
connected  to  our  award-winning 


MultiSync"'  FG'"  series  monitors.  1( 
result?  Clear,  flicker-free  ir 
without  any  adjusting. 

So  call  1-800-NEC-INFO 
Canada,  1-800-343-4418),  or  K 
FastFacts'"  at  1-800-366-0476 
IMAGE)  Then  hold  on  to  your  spii 


Because  ^  is  the  way  you  want  to 

NEC 


i^uRiSvic  »  a  legair^  irademait  an}  FG  Cmoge  InuKK  VkIoo  Im^oeSviC.  (. 
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a^'ement  challenges.  With  its  fast  expan- 
sion of  other  businesses,  big  joint  ven- 
tures to  run,  and  Perrier  to  absdrb.  "I 
just  don't  know  whether  they  have  got 
[the  management  capacity  |,"  says  Bank 
Baer  analyst  Roger  Birrer. 
ON  THE  MOVE.  Part  of  that  management 
l)urden  is  falling  to  Masip,  the  No.  '1. 
When  he  arrived  in  Vevey  from  Spain  in 
UM),  Masip  was  shocked  to  find  that  the 
800  people  Nestle  classifies  as  interna- 
tional staffers  wei-e  working  practically 


everywhere  except  Europe.  So  he  start- 
ed a  program  to  move  rising  managers 
around  the  Contineyit  and  insists  that  all 
management  trainees  should  be  at  least 
bilingual.  Now,  he  has  about  80  execu- 
tives who  can  react  like  Europeans  rath- 
er than  Germans  or  French.  Creating 
that  depth  is  a  key  step  in  transforming 
Nestle  into  the  stateless  corporation  that 
Maucher  has  been  building  for  a  decade. 

Although  at  65  he's  already  reached 
normal  retirement  age,  Maucher  acts  as 


though  he  intends  to  see  most  of  li, 
plans  through.  He  reminds  anyor 
cheeky  enough  to  ask  that  Nestle  dire 
tors  can  stay  in  office  until  they're  7 
Fellow  executives  say  Maucher  is  st 
goading  them  to  hunt  for  new  opportui 
ties.  With  challenges  on  all  fronts,  tl 
odds  are  Maucher  will  be  around  fi 
plenty  more  battles. 

Bjl  .John    Tci/i jilrii/aii    i )i    I'crc//.  iv} 
Slcii'dii  Toy  in  I'd  lis.  Dare  Lindorff 
Hong  Kong,  and  bntcdii  reports 


AT  CARNATION,  NESTLE  MAKES  THE  VERY  BEST... CUTBACKS 


Fi 


lor  years,  Timm  F.  CruU  enjoyed 
I  his  independence.  Indeed,  in  the 
five  years  following  Nestle's  1985 
ac(iuisition  of  Carnation. Co.,  Crull,  who 
was  then  Carnation's  president,  spoke 
by  phone  only  twice  to  Nestle  Chair- 
man Helmut  Maucher.  Called  back  to 
Vevey  headquarters  for  only  two  visits 
each  year,  Crull  ran  Carnation  with 
minimal  interference  from  his  new 
boss.  "We  would  go  months,  and  I 
wouldn't  hear  from  him,"  Crull  recalls. 

Those  days  are  gone.  In  late 
1990,  Nestie  folded  Carnation 
and  other  U.  S.  businesses  into  a 
$7.4  billion-a-year  food  giant. 
And  for  the  past  year,  Crull,  62, 
has  been  spending  one  week  ev- 
ery month  at  Vevey.  As  chair- 
man and  CEO  of  Nestle  USA  Inc., 
he  is  scrambling  to  reshape 
what  had  been  a  sprawling,  inef- 
ficient organization. 
PRICE  WARS.  Nestle  got  tough 
because  life  was  getting  tough 
for  its  U.  S.  units.  Rivals  such  as 
Procter  &  Gamble  Co.  and  Philip 
Morris  Cos.  were  slashing  costs. 
And  in  1990,  nasty  price  wars  in 
pet  food  and  frozen  food  cut 
Nestle  t:sA's  operating  income 
by  '.i'/' ,  to  about  $516  million,  es- 
timates Goldman,  Sachs  &  Co. 
analyst  Nomi  Ghez.  "We  knew 
if  we  didn't  act  quickly  we  weren't  go- 
ing to  be  competitive,"  Crull  admits. 

Breaking  with  Nestle's  tradition  of 
keeping  executives  of  acquired  compa- 
nies in  place,  Maucher  turned  over  all 
U.  S.  operations  to  Crull.  Eased  into 
retirement  was  James  M.  Biggar,  a 
son-in-law  of  the  founder  of  Stouffer 
Corp.  "Timm  believed  more  in  central- 
ization than  I  do,"  Biggar  says. 

With  Maucher's  blessing,  Crull  reor- 
ganized the  comi)any  along  six  product 
lines.  Nestle's  $3  billion-a-year  business 
in  nonfrozen  foods,  which  includes  Car- 
nation Evaporated  Milk,  Nestle  Crunch 
bars,  and  Friskies  pet  food,  was  put 


under  one  roof  in  Glendale,  Calif.  Crull 
is  also  slashing  the  number  of  distribu- 
tion centers  from  20  to  8  and  has  cut 
what  had  been  115  sales  offices  nation- 
wide to  22. 

The  streamlining  prompted  a  $240 
million  charge  in  1991,  but  it  has  al- 
ready cut  Nestle  Lisa's  annual  costs  by 
$100  million,  Crull  estimates.  Media 
buying,  for  example,  is  now  done 
through  one  agency  instead  of  12,  and 
Nestle  is  scjueezing  price  savings  out 


of  suppliers  such  as  boxboard  provid- 
ers, pared  to  3  from  43. 

Now  Crull  faces  the  tougher  task  of 
turning  Nestle,  an  also-ran  in  many 
products,  into  an  industry  leader.  To 
regain  lost  market  share  in  frozen  din- 
ners and  entrees,  its  Stouffer  and  Lean 
Cuisine  lines  waged  a  bloody  price  war 
against  ConAgra  Inc.'s  Healthy 
Choice.  Nestle  is  now  in  a  dead  heat 
with  ConAgra  for  first  place. 

Still,  Nestle  USA  remains  third  or 
fourth  in  cutthroat  markets  such  as 
infant  formula,  coffee,  and  chocolate 
candy,  according  to  Information  Re- 
sources   Inc.    With    mass  merchants 


such  as  Wal-Mart  Stores  Inc.  increas 
ingly  shunning  also-ran  brands,  tha 
can  spell  trouble.  "In  this  business,  th( 
No.  1  brand  makes  good  money.  No.  i 
struggles,  and  No.  3  has  a  tough  tim( 
making  any  money  at  all,"  says  Boo; 
Allen  &  Hamilton  consultant  Marc  C 
Partieelli. 

TOUGH  TIMES.  That's  why  Crull  is  con 
stantly  on  the  prowl  for  big  game.  "W( 
would  love  to  do  a  big  acquisition,"  h( 
says.  But  many  possible  targets  ar( 
either  overpriced  or  would  pres 
ent  Nestle  with  antitrust  prob 
lems,  so  Crull  has  to  do  smallei 
deals.  In  1987,  he  bought  tinj 
New  York  City-based  Pasta  & 
Cheese  Inc.,  repackaging  the  $1' 
million  refrigerated  pasta  branc 
under  the  Contadina  name  anc 
Ituilding  it  into  a  $138  million  na 
tional  business. 

Not  bad — but  such  additions 
alone  won't  fuel  sales  enough  t( 
overcome  the  industry's  glacia 
growth.  "They'll  have  to  find  £ 
lot  of  $50  million  acquisitions  t( 
make  a  flifference,"  warns  on( 
consultant.  And  new-produci 
successes  in  food  are  about  as 
plentiful  as  shelf  space  at  th( 
local  market.  So  Crull  is  trying 
to  wring  every  last  dollar  out  ol 
the  brands  he  does  have.  Ir 
1991,  Nestle  successfully  introduced  ar 
ice-cream  bar  named  for  its  Butter 
finger  candy  bar.  But  its  Lean  Cuisim 
ice  cream  has  flopped. 

That  shows  how  tough  it  will  be  foi 
Nestle  USA  to  gain  new  ground  in  th( 
U.  S.  supermarket.  Even  an  economic 
recovery  isn't  likely  to  bring  back  th( 
good  old  days  of  price  hikes  in  today's 
era  of  value-oriented  consumers.  Bu' 
whatever  news  he  brings  from  th( 
U.  S.  front,  the  well-traveled  Timnr 
Crull  will  find  his  once  aloof  Vevej 
boss  listening  intently. 

Bi/  Ann/  Barret!  in  Glendale,  Calif, 
irith  Zaeharij  Seliiller  in  Clereland 
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THE  CORPORA1 


Behind  this  smart  new  look 
is  an  intelligent  idea» 


There's  more  to  this  newly  designed  Optima^'"'  Card 
than  meets  the  eye.  Because  it's  been  redesigned  in 
an  even  more  substantial  way — to  recognize  your 
individual  financial  responsibility. 

Low  Interest  Rates  You  Control 

As  an  Optima  Cardmember,  the  rate  you  receive  is 
a  reflection  of  the  way  you  manage  your  account. 
Compare  this  to  many  major  credit  card  issuers,  who 
charge  you  the  same  high  interest  rates  they  charge 
everyone. 

With  the  Optima  Card,  you  receive  one  of  the  lowest 
rates  available  from  any  major  card  issuer,  currently 


14.25%  for  purchases,*  simply  by  paying  your  bills  in 
a  timely  manner. 

And  you  can  automatically  receive  an  even  lower 
rate,  currently  12%  for  purchasesf  tor  managing  all 
your  accounts  impeccably  and  for  spending  $1,000  or 
more  with  the  Optima  Card  in  a  year. 

American  Express  Service 

You  also  have  something  no  other  credit  card  can 
give  you:  unsurpassed  American  Express*  personal 
service. 

More  than  ever,  the  smart-looking  Optima  Card  is 
the  smart  credit  card  to  choose. 


*Competitive  data  according  to  RAM  Research's  Bankcard  Update,  January,  1993  Optima  Cardmembers  m  good  standing  receive  an  Annual  Percentage  Rate  for  purchases  that's 
currently  14  25%  |16  90%  tor  cash  advancesi  Cardmembers  in  good  standing  over  a  12-month  review  period  with  at  least  one  year  of  tenure  on  then  American  Express  and 
Optima  Card  accounts  who  spent  at  least  $1,000  on  the  Optima  Card  during  the  review  period  qualify  for  an  APR  that's  currently  12  00%  for  purchases  (16  90%  for  cash  ^^^^^ 
advances)  All  other  accounts  receive  a  competitive  APR  that's  currently  18  25%  for  purchases  (18  90%  for  cash  advancesi  All  rates  are  adjusted  semiannually  based  on  the       ^iBII^B  CSIXlS 
Prime  Rate  as  listed  in  The  Wall  Street  Journal  The  annual  fee  tor  the  Optima  Card  is  $15  ($25  for  non-American  Express  CaidmembersI  For  more  information  or  to  apply 
call  1-800-OPTIMA-6  ©  1993  American  Express  Centurion  Bank 
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WHAT  THE  WORLD  NEEDS  NOW, 
IT'S  GETTING:  CHEAP  MONEY 


Plunging  interest  rates  can  be  both  a  short-term  tonic  and  a  spark  for  sustained  economic  growth 


Welcome  to  a  world  of  cheap 
money.  In  the  past  three 
months,  30-year  U.  S.  Ti-eas- 
ury  bond  yields  abruptly  plunged  below 
6.75%  for  the  first  time  ever.  And  long- 
term  interest  rates  in  Britain,  Germany, 
and  Japan  fell  sharply,  too. 

This  sudden  decline  in  rates,  the 
"money  shock"  of  1993,  could  have  as 
dramatic  an  impact  on  the  world  econo- 
my as  the  oil  shock  of  1973.  But  unlike 
the  oil  shock,  which  sent  the  global  econ- 
omy reeling  into  recession,  cheap  money 
may  be  just  the  medicine  to  pull  the  in- 
dustrial world  out  of  its  slump. 

Indeed,  cheap  money— if  it  persists— 
could  set  off  an  era  of  sustained  eco- 
nomic growth  without  triggering  a  new 
bout  of  inflation.  Cheap  money  means 
that  the  cost  of  capital  stays  low  and  in- 
vestments become  much  more  afford- 
able. Higher  rates  of  investment  will 
boost  productivity.  Better  productivity 
raises  economic  growth  and  keeps  a  lid 
on  inflation.  "In  the  '90s,  we  could  have 
a  low  and  stable  cost  of  capital,  more 
capital-intensive  investment,  more  busi- 
ness investment,  and  more  productivity 
gains,"  says  Neil  M.  Soss,  chief  econo- 
mist at  First  Boston  Corp. 

The  money  shock  had  l)een  Iniilding 


for  a  long  time  as  inflation  rates  around 
the  world  declined.  Long-term  interest 
rates  have  been  falling  since  the  second 
half  of  1990.  Yields  on  10-year  govern- 
ment bonds  have  dropped  by  2.5  per- 
centage points,  to  5.9%,  in  the  U.  S.,  by 
2.5  percentage  points,  to  6.5%,  in  Germa- 
ny, and  by  4  percentage  points,  to  4%,  in 
Japan. 

DEFICIT  DRUG.  In  the  U.  S.,  homeown- 
ers, businesses,  and  governments  are 
feverishly  refinancing  to  take  advantage 
of  cheap  money.  The  annual  interest  bill, 
excluding  the  federal  government  and 
financial  institutions,  is  down  to  $600 
billion  from  more  than  $800  billion  two 
years  ago,  calculates  Edward  Yardeni, 
chief  economist  at  C.  J.  Lawrence  Inc. 
That's  a  lot  of  money.  And  lower  rates 
will  keep  the  federal  government's  annu- 
al interest  payments  the  same  in  1993  as 
last  year  despite  the  rising  deficit. 

But  the  impact  of  cheap  money  goes 
much  further  than  easing  borrowing 
costs.  Low  rates  will  keep  the  U.  S.  ecjui- 
ty  market  strong  as  investors  shift  more 
of  their  assets  into  stocks  to  boost  their 
long-term  returns.  Mutual  fund  inves- 
tors poured  $87.3  billion  into  equity  mu- 
tual funds  last  year,  and  another  $100 
l)illion  could  flow  into  equities  in  1993, 


estimates  Gail  M.  Dudack,  market  stra 
egist  for  S.G.  Warburg  &  Co.  And  pei 
sion  funds  are  also  flocking  to  the  stoc 
market  to  improve  returns. 

Cheap  l^orrowing  costs  and  high  stoc 
prices  lower  Corporate  America's  coi 
of  capital.  Companies  can  not  only  a 
ford  to  invest  more  in  new  capital  equij 
ment  but  can  wait  longer  for  a  paybac 
from  their  investments.  Take  the  diffe: 
ence  between  a  10%  cost  of  funds  an 
7%.  That  three  percentage-point  savin 
means  the  cost  of  financing  a  five-yes 
investment  project  would  be  13%  les 
and  a  15-year  project  a  staggering  34' 
less.  "The  cost  of  debt  and  equity  capit; 
has  come  down  considerably,  thereb 
providing  for  substantial  new  corporal 
l)usiness  investments  in  plant  and  equi] 
ment  and  working  capital  that  only  ver 
recently  provided  unacceptable  rates  ( 
return,"  says  Joel  M.  Stern,  partner  i 
Stern  Stewart  Inc.,  a  corporate  financ 
consulting  firm. 

Already,  companies  are  investin 
moi-e  and  keeping  payrolls  lean  to  boo.' 
productivity.  U.  S.  productivity  in  th 
last  quarter  of  1992  rose  at  an  annu; 
rate  of  4.8%  and  at  a  2.8%  annual  rat 
for  all  of  1992-the  best  year  since  1971 
If  long-term  productivity  gi-owth  increa 
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U)  2%  a  year  IVom  the  1%  it  averaged 
er  the  past  two  decades,  the  economy 
n  grow  at  a  3%  annual  rate  without 
niting  inflation  instead  of  the  Federal 
\sei-ve's  estimate  of  2%.  Says  Henry 
lufnian,  head  of  his  own  economic  con- 
Iting  firm  and  better  known  on  Wall 
reet  as  Dr.  Doom:  "I  am  much  moi'e 
timistic  about  the  remainder  of  this 
cade  than  I  was  about  the  1970s  and 
8()s." 

■RMAN  CUT?  Cheaper  rates  are  also 
Iping  to  unwind  the  spectacular  l)or- 
wing  excesses  of  the  last  decade  in 
pan  and  Europe.  Eventually,  reduc- 
y;  debt  should  foster  better  economic 
owth  everywhere.  But  much  of  Eu- 
pe  is  waiting  for  the  German  central 
nk  to  relax  its  tight  monetary  policy 
d  bring  short-term  rates  down 
roughout  the  Continent.  The  German 
)netary  officials  may  cut  the  discount 
te  from  8%  currently  to  as  low  as  4% 
er  the  next  18  to  24  months,  says  the 
esident  of  one  major  French  bank.  In 
itain,  after  nearly  three  years  of  reces- 
m,  the  Bank  of  England  cut  rates  five 
les  in  six  months,  and  a  mild  recovery 
under  way  (page  46). 
The  Bank  of  Japan  has  lowered  its 
icial  discount  rate  since  1991  from 
15%  to  2.5%,  the  lowest  in  memory. 
)rtgage  rates  from  the  government's 
)using  Loan  Corp.  have  fallen  to 
15%,  just  shy  of  a  1987  record  low  of 
1%.  And  in  January,  77.1%  of  new  con- 
s  put  on  the  market  that  month  were 
d,  up  10.9  percentage  points  year-on- 
ar,  according  to  Baring  Securities  (Ja- 
n)  Ltd.  Housing  starts  rose  by  2.4%.  in 
)2,  but  jumped  by  8.9%  in  the  third 
arter  and  8%  in  the  fourth 
arter.  Still,  the  Japanese 
jnomy  needs  a  dose  of  fiscal 
mulus,  and  one  is  in  the 
!>rks.  It  will  include  some  tax 
ts  and  huge  public-works 
3nding  projects. 
Low-cost  money  in  the  in- 
strial  world  will  spur  invest- 
!nt  in  the  developing  nations, 
).  As  interest  rates  fall  and 
;es  of  return  on  stocks  de- 
le,  capital  will  seek  out  high- 
returns  in  the  emerging 
irket  economies  of  Latin 
nerica,  China,  and  Eastern 
Tope.  Indeed,  foreign  direct 
'estment  in  the  non-oil  de- 
loping  countries  tripled  from 
).6  billion  in  1985  to  $3:3.H 
lion  in  1991,  according  to  the 
-ernational  Monetary  Fund, 
id  in  1992,  real  plant  and 
aipment  investment  gi-ew  l)y 
I  8%  on  top  of  the  previous 
ar's  8.7%  increase,  according 
DRI/McGraw-Hill  Inc.  With 
this  fresh  investment,  new 
port  markets  will  open  up 
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for  the  industrialized  nations,  and  world 
trade  could  expand  rapidly. 

Of  course,  this  rosy  global  forecast 
hinges  on  how  long  money  stays  cheap. 
And  some  skeptics  say  that  won't  be 
for  very  long.  The  culprit:  rising  infla- 
tion. To  Alljert  Wojnilower,  senior  advis- 
er at  First  Boston  Asset  Management, 
inflation  is  dowTii  because  global  econom- 
ic gi'owth  is  sluggish.  In  every  business 
cycle,  he  says,  high  rates  of  unemploy- 
ment and  idle  industrial  capacity  ease  in- 
flationary pressures.  When  economic 
growth  picks  up  in  the  industrialized 
nations,  the  next  move  in  inflation  will 
be  up,  insists  Wojnilowei'. 

Other  skeptics  argue  that  Clinton's 
proposals  for  steep  tax  hikes  will  soon 
reverse  the  inflation  gains  of  the  past 
several  years.  "How  long  low  inflation 
lasts  is  a  political  problem,  not  an  eco- 
nomic problem,"  says  Milton  Friedman, 
Nobel  laureate  in  economics  and  senior 
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fellow  at  the  Hoover  Institution.  "The 
record  is  clear.  Raising  taxes  is  not  the 
way  to  get  a  boom.  If  Clinton  gets  his 
plan  through,  we  will  have  lower 
gi'owth,  higher  unemployment,  and  all 
the  political  pressure  will  be  for  higher 
inflation." 

In  Europe,  some  economists  doubt 
that  Britain  and  Italy,  which  have  deval- 
ued their  currencies  in  recent  months, 
will  escape  another  inflationary  spiral. 
Says  Jurgen  Pfister,  head  of  economic 
research  at  Germany's  Commerzbank: 
"All  past  experience  shows  that  massive 
devaluation  will  be  followed  by  an  up- 
swing in  inflation."  Much  of  Europe's  re- 
cent progress  against  inflation  has  com- 
ing from  national  governments'  tying 
their  financial  policies  to  the  tough-mind- 
ed German  central  bank  in  an  effort  to- 
ward monetary  union.  But  that  mone- 
tary union  is  once  again  a  distant  dream, 
the  European  currency  system  is  in  dis- 
array, and  so  a  critical  anti-inflation  dis- 
cipline has  been  removed. 
HARD  LESSONS.  Still,  the  forces  keeping 
inflation  down  are  so  powerful  that  it  is 
hard  to  make  the  case  that  inflation  is 
about  to  take  off  soon.  "I  think  we  are 
unwinding  the  entire  inflation  psycholo- 
gy of  the  1970s  and  early  1980s,"  says 
Steven  H.  Nagourney,  international 
strategist  at  Shearson  Lehman  Broth- 
ers Inc.  Adds  Robert  D.  Hormats,  vice- 
chairman  of  Goldman,  Sachs  Internation- 
al and  formerly  a  trade  official  in 
previous  Administrations:  "Unless  some- 
thing unexpected  or  irrational  happens, 
low  inflation  is  sustainable." 

Start  with  the  world's  central  bank- 
ers. They  are  all  strong  anti-inflation 
hawks  these  days,  convinced 
that  low  inflation  is  necessary 
for  sustained  economic  growth 
and  determined  not  to  repeat 
the  mistakes  of  the  1970s.  To- 
day, the  money  supply  of  the 
seven  major  industrialized  na- 
tions is  expanding  at  less  than 
a  1%  annual  rate,  a  pittance. 
By  contrast,  the  global  money 
supply  soared  from  a  3%  an- 
nual rate  to  an  18%  pace  from 
1967  to  1973-and  inflation 
surged  even  before  OPEC 
jacked  up  oil  prices. 

The  global  capital  markets 
make  it  difficult  for  central 
bankers  to  deviate  from  a 
strong  anti-inflation  stance. 
When  it  looks  like  the  mone- 
tary authorities  are  getting 
soft  on  inflation,  "the  bond 
markets  go  crazy"  and  immedi- 
ately drive  up  interest  rates, 
says  David  Resler,  economist 
at  Nomura  Securities  Interna- 
tional Inc.  That's  a  compelling 
signal  to  central  bankers  to 
tighten  the  monetary  reins  and 
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n(Jt  allow  inflation  to  accelei'ate  further. 

International  competition  is  anti-infla- 
tionary, too.  Companies  are  locked  into 
brutal  battles  with  overseas  rivals  for 
market  share  and  profits.  In  the  U.  S. 
and  to  a  lesser  extent  in  Eui'ope  and 
Japan,  the  deregulation  of  telecommuni- 
cations, airlines,  financial  services,  and 
other  oligopolies  has  greatly  intensified 
domestic  rivalries.  Competition  keeps 


down  wage  hikes  and  jn'ice  increases. 

Technology  also  carries  a  l)ig  anti-in- 
flation stick.  Prices  on  high-tech  ecjuip- 
ment.  from  computers  to  digital  tele- 
phone exchanges,  are  falling.  In  the 
U.  S.,  even  as  demand  has  surged  for 
office,  computing,  and  accounting  ma- 
chinery, prices  have  fallen  by  22%  since 
the  first  ciuarter  of  1991. 

Is  the  new  world  of  cheap  money  a 


pipedream?  Even  if  the  economics  are  i 
place,  policymakers  could  always  deraj 
it,  as  they  have  so  many  times  befonj 
But  for  the  first  time  in  three  decade.'j 
it  looks  like  the  world  has  at  least  a 
even  chance  of  realizing  that  dream. 

B II  Christopher  Fatrell  with  Michael  t 
Mandel  cmd  Karen  Pennar  in  New  Yorl 
Bill  Javetski  i)i  Pa)-is,  and  Rober  t  Neff  i 
Toktjo. 


NOW  FOR  A  GOOD  OLD-FASHIONED  INVESTMENT  SPLURGE 


Can  even  the  lowest  interest  rates 
in  25  years  give  the  U.  S.  econo- 
my a  capital-investment  l)Oom? 
On  the  face  of  it,  there's  reason  to  be 
skeptical:  Commercial  construction  is 
dead  for  now,  no  matter  how  far  rates 
drop.  Many  big  companies,  beset  by 
weak  markets,  say  they  have  no  plans 
to  increase  their  capital  budgets.  Ca- 
pacity utilization  in  manufacturing 
stands  at  only  79%,  down  from  85% 
in  1989.  And  other  industries  suffer 
from  excess  capacity  as  well.  "You 
won't  find  commercial  airlines  stepping 
up  their  orders  of  new  aircraft  because 
of  lower  interest  rates,"  says  John  Lon- 
ski,  chief  economist  at 
Moody's  Investors  Ser- 
vices Inc. 

But  despite  these 
factors,  the  heady 
brew  of  low  interest 
rates,  falling  computer 
prices,  and  investment 
tax  credits  may  be 
enough  to  produce  a 
powerful  surge  in  capi- 
tal spending  over  the 
next  couple  of  years. 
Low  rates  make  in- 
vestment cheaper  and 
give  small  and  midsize 
companies  a  better 
chance  of  getting  credit.  The  computer 
price  wars  allow  companies  to  buy 
more  computers  without  raising  their 
capital-spending  luidgets.  And  Bill  Clin- 
ton's proposed  two-year  investment 
tax  credit  should  encourage  l)usinesses 
to  move  future  investment  spending 
into  199.3  and  1994. 

WHOSf  GAIN?  To  be  sure,  soaring  busi- 
ness investment  may  not  mean  boom 
times  for  U.  S.  capital-goods  makers, 
since  much  of  the  new  etiuijiment  and 
machinery  is  being  imported  from 
overseas.  Over  the  last  year,  imports 
of  capital  goods,  adjusted  for  inflation, 
surged  by  25%,  while  domestic  pro- 
duction only  increased  by  6.1%. 

t'till,  an  investment  boom  should 
help  the  U.S.  economy  increase  pro- 
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ductivity  and  boost  competitiveness. 
And  so  far,  the  outlook  for  capital 
spending  is  good.  Over  the  past  three 
months,  orders  for  new  machinery  rose 
12%,  to  their  highest  level  ever.  Busi- 
ness spending  on  equipment  such  as 
machinery  and  computers  increased  at 
a  14.4%  annual  clip  in  the  fourth  quai-- 
ter,  far  faster  than  overall  growth. 
And  equipment  investment  could  surge 
12.9%  this  year,  says  Chris  Varvares, 
an  economist  at  Laurence  H.  Meyer  & 
Associates.  That  means  more  than  8% 
of  national  output  would  be  going  to 
business  equipment,  its  biggest  share 
ever  (chart I.  Adds  Bruce  Steinberg, 
an  economist  at  Mer- 
rill Lynch  &  Co.:  "The 
capital-goods  sector 
will  be  the  strongest 
part  of  the  economy  in 
1993." 

Undei'lying  much  of 
this  strength  are  low 
interest  rates,  which 
have  a  powerful  stimu- 
lant effect  on  capital 
spending  across  the 
economy.  In  part,  low- 
er rates  make  borrow- 
ing cheaper  and  en- 
courage companies  to 
consider  a  wider  range 
of  capital  investments.  For  example,  a 
new  factory,  unprofitable  when  fi- 
nanced at  10%,  may  be  worthwhile 
when  rates  are  down  to  7%. 

Ecpuilly  important,  low  rates  should 
l)!-omi>t  a  flood  of  cai)ital  investment  by 
small  and  midsize  companies.  This  is 
how  it  works:  When  interest  rates  are 
up,  such  companies  are  too  high-risk  to 
get  loans  from  banks,  which  can  get 
good  returns  just  by  putting  their 
money  into  safe  government  securities. 
But  as  rates  come  down,  banks  will 
have  to  start  lending  again  to  make 
profits.  Individual  investors,  too.  will 
have  to  take  risks  to  get  higher  re- 
turns, either  l)y  putting  money  into 
the  stock  market  or  investing  directly 
in  growing  V)usinesses. 


That's  already  starting  to  happen  as 
a  torrent  of  money  floods  into  the 
stock  market,  making  it  easier  for  com- 
panies to  float  new  offerings.  That 
could  boost  capital  investment  Ijy  high- 
tech companies.  Such  outflts  typically 
don't  get  any  direct  benefit  from  lower 
interest  rates.  "Most  Silicon  Valley 
companies  are  equity-financed,  not 
debt-financed,"  explains  Keith  E.  So- 
renson,  CEO  of  RasterOps  Corp.  in  San- 
ta Clara,  Calif.,  which  sells  circuit 
boards  and  other  products  that  en- 
hance computer  graphics.  "We're  all 
$30  million  to  $40  million  companies 
considered  high-risk." 
ANGELIC  RESCUE.  Lower  rates  may  alsc 
enal)le  small  companies  and  stai'tups 
to  tap  into  new  sources  of  funds.  Ed- 
ward Foote,  executive  director  of  a 
nonprofit  business-development  firm  in 
upstate  New  York  that  helps  nurture 
high-tech  ceramics  companies,  already 
sees  a  new  wave  of  "angel"  investors 
willing  to  put  money  into  growing 
small  companies.  "Tliey're  looking  for  £ 
better  return  on  their  dollar,"  sayj 
Foote.  "Now,  companies  will  have  ac 
cess  to  capital  that  was  just  parkec 
in  more  conservative  investments." 

Banks,  too,  may  be  finally  ready  tc 
lend  again.  With  rates  dropping,  the 
amount  of  Treasuries  held  by  commer 
cial  l)anks  declined  in  January  for  the 
first  time  in  four  years.  And  if  Clintor 
relaxes  regulatory  pressure  on  banks 
as  he  promised  on  Mar.  10,  it  coulc 
help  growing  businesses  that  can't  gel 
credit.  "If  you  can  get  the  banks  t( 
want  to  find  customers,"  says  Roberi 
Breault,  head  of  Breault  Research,  i 
high-tech  optics  company  in  Tucson 
"firms  like  ours  would  be  willing  t( 
boi'row,  and  we  would  be  able  to  ere 
ate  jobs  and  expand." 

For  years,  the  U.  S.  has  strugglec 
with  high  interest  rates.  Now  that  thej 
have  come  down,  the  nation  may  fi 
nally  see  just  how  powerful  low  rate; 
can  be. 

By  Michael  J.  Mandel  in  New  York 
with  Richard  Brandt  in  San  Francisa 
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THERE^  NOTHING 
UGHTWEIGHT  ABOUT  THIS 
3</2  POUND  NOTEBOOK. 


At  (Kit  met  3- 5  lbs.  (he  Dell  '  ilOSU  ofjers  jealurei  aivl  /niKniim  usiidlly  resmtJ  ftrr  systeim  twice  its  uei^t. 
So  aiil  and  orcitr  one  tiKlay  At  this  pnce.  it  s/uiuldn't  be  a  heai'y  decisu  m- 


Ytiu  )e  nn!  ihc  ^■^/^  n]\c  u<:)kin:^ 
late.  Deli'i  toll-free  support  lines  are 
low  open  24  hours  a  day.  7  days  a  ueek. 

There's  also  nationwide  on-site 
service  arul  a  24-hour  TechFax'^'lme'^ 


DELL  MAKES  W^^^ 

mPTrMr'ftft  i^MWi 

Comc\  u  ii/i  all  \<  'II  iiLi  J  I 
run  the  most  hardiure  sojiware,  uicludinj;, 
MS-DOS"  5.0  aivl  Microsof  t" 
Wirviows'^'3-1. 


That's  not  all 
you'll  find  in  here. 
There's  room  for  a 
modem,  coprocessor, 
120  MB  hard  dm>; 
arid  up  to  10  MB 
of  RAM. 


We  Cidl  It  a  mtehiKik.  hut  it's 
actULilly  srruiUer.  Just  ZvV  x  Wand 
tmly  I 'A"  thick.  So  you  migfit  cicti<tiii> 
•eahle  tufit  some  hnefs  in  your  hnefcasc. 
Maybe  am  a  satidwich  <rr  tu<i. 


$1,399 

LEASE  O  :  $52/MONTH 


This  small  number  gcti  you  all  these  numbers 
20  MHz  i38b  "'SL  twocessor.  2  MB  of  HAKi.  60  MB  hard  lirat, 
VGA  Reflecaw  (9,5"  640x480)  LCD.  external  3.5"  flippy 
dmie  and  up  to  4  hours  of  wink  from  the  NiMH  battery. 


\i  nir  hiiiids  li/m'l  ,i;ft  snuUer  iiist  because  your 
computer  dues.  So  Dell  gait  the  320SLi  a  ftdl 
85-key  keyhxird  with  special  screen  navigation 
keys,  and  a  built-m  keyboard  mouse. 

D0LL 

800' 247 '4052 

WHEN  CALIING.  PLEASE  REFERENCE  #11T16 
HOURS  7AM-9PM  CT  MON-FRI.  8AM-4PM  CT  SAT,  I0AM.3PM  CT  SUN 
IN  CANADA,  CALL  800-668-3021  IN  MEXICO  CITY.  228-781 1 
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RESEARCH  I 


HOW  EUROPE  SWINGS 
THE  BIG  SCIENCE  TAB 


Its  multinational  approach  is  still  viable  in  a  cost-conscious  era 


rom  the  air,  the  floughnut-shaped 
rint^  in  Grenolile,  France,  looks  as 
fi-ozen  as  the  neighboring  Alps.  But 
inside,  electrons  circle  the  half-mile  tun- 
nel at  nearly  the  speed  of  light,  produc- 
ing ultrabrilliant  X-ray  beams  that  can 
expose  the  atomic  structures  of  every- 
thing from  proteins  to  crystals  for  the 
first  time.  The  project  is  ahead  of  similar 
ones  in  the  U.  S.  and  Japan  and  could 
give  Europe  a  lead  in  developing  new 
materials,  identifying  viruses,  and  de- 
coding unexplained  chemical  reactions. 

The  European  Synchrotron  Radiation 
Facility  (ESRF),  as  the  electron  accelera- 
tor is  called,  isn't  just  at  the  leading 
edge  of  science.  Around  the  world,  gov- 
ernments are  deciding  that  they  can  no 
longer  pay  for  Big  Science  by  them- 
selves. Europe,  with  a  40-year  record 
of  multinational  collaboration,  provides 
the  model  for  an  alternative  approach 
that  splits  expenses  among  many  part- 
ners. And  the  $675  million,  12-nation 


ESRF  is  one  of  its  shining  successes.  "Ef- 
forts like  ESRF  will  be  what  we  all  look 
to  as  a  road  map"  for  megaprojects,  says 
David  Moncton,  associate  director  of  Ar- 
gonne  National  Laboratory  in  Illinois. 

The  U.  S.,  in  particular,  has  much  to 
learn.  Since  World  War  II,  it  has  funded 
nearly  all  its  own  Big  Science.  But  the 
cold  war's  end  and  the  runaway  deficit 
are  forcing  a  change.  "Just  as  compa- 
nies have  to  go  multinational,  science 
has  to  be  international  collaboration," 
says  physicist  George  F.  Smoot  of  Law- 
rence Berkeley  Laboratory  in  Califor- 
nia. Congress  underscored  this  last  sum- 
mer when  it  nearly  killed  two  projects 
—the  $8.2  i)illion  superconducting  Su- 
percollider and  the  $30  billion  Space  Sta- 
tion. Now,  the  Administration  wants  to 
slow  down  or  scale  back  both.  While 
that's  debated,  the  U.  S.  has  joined  an 
international  effort  to  coordinate  future 
projects.  Says  Clinton  science  adviser 
John  H.  Gibbons:  "I  expect  to  be  pretty 


engaged  in  the  question  of  internatioi 
science  and  technology." 

He  could  do  worse  than  look  for 
swers  in  Europe.  Its  partnerships 
peatedly  have  put  aside  national  pri 
and  resolved  disputes  over  where 
liuild  a  facility,  how  to  pay  for  it,  a 
how  to  share  control.  "Collaborati 
means  to  admit  that  your  country  wo: 
be  a  world  leader,"  says  Christian  Rocl 
planning  director  at  the  40-year-old  E 
ropean  Laboratory  for  Particle  Phys; 
(CERN)  in  Geneva.  Yet  together,  the 
ropeans  have  authored  discoveries  tl: 
no  partner  alone  could  make  in  parti( 
physics,  nuclear  fusion,  astronomy,  a 
space  observation.  CERN,  for  examp 
has  won  five  Nobel  prizes  in  physics. 
TV  FLOP.  It's  true  that  Europe  isn't  P' 
feet.  Recession  and  cost  oven'uns  fore 
the  European  Space  Agency  (ESA 
halt  its  premier  space  station  and  shut 
projects  last  fall.  And  at  cern,  financ 
gripes  of  Germany,  Spain,  and  oth« 
have  slowed  efforts  to  fund  a  new,  $ 
billion  particle  accelerator.  Moreov* 
some  of  Europe's  joint  technology- 
opposed  to  science— projects  have  be 
flops.  Witness  the  failed  effort  to  dev 
op  a  high-definition  TV  standard  (box 

ESRF  itself  had  a  rocky  start.  It  w 
approved  in  the  late  1970s  after  inten 
lol)bying  by  scientists  from  11  countri^ 
then  marked  time  while  its  job-hung 
partners  dickered  over  location.  In 
1984  compromise,  Germany,  which  fun 
23%  of  ESRF,  finally  agreed  to 
France,  which  contributes  33%,  have 


WHAT  EUROPE  DOES  RIGHT 
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K-hine.  In  return,  a  hypersonic  wind 
nnci  funded  by  both  countries  was 
ilt  in  Germany.  Once  that  was  set- 
'd,  other  nations  Ijouf^ht  in. 
For  operating  strategies,  ESRF  took 
isons  from  such  projects  as  CERN.  To 
Id  down  costs,  ESKF,  too,  awards  juicy 
uipment  and  services  contracts  to  the 
V  bidder.  Although  smaller  states 
umble  about  not  getting  their  share, 
is  approach  avoids  a  trap  that  snared 
i  space  agency,  which  guai'anteed  con- 


tracts in  proportion  to  members'  owner- 
.shijo— price  notwithstanding.  That  helped 
make  the  Hermes  s|)ace  shuttle  too  co.st- 
ly  for  Europe  to  afford. 

ESRF  is  well-structured  in  other  ways. 
It  has  tapped  the  brainpower  of  coun- 
tries that  usually  can't  afford  high-stakes 
science  efforts.  For  instance,  it  lets  Scan- 
dinavian and  Benelux  states  form  consor- 
tiums to  meet  the  minimum  4%  invest- 
ment for  partners.  Yet  ESRF  also  caters 
to  its  sugar  daddies  by  weighting  votes 


on  key  ljudget  and  staff  decisions  ac- 
cording to  each  country's  financial  stake. 
That  sidesteps  the  one-country,  one-vote 
rule  that  sparked  trouble  at  CERN.  In- 
deed, until  Germany  won  changes  last 
summer-  the  four  largest  of  CERN's  18 
members,  which  pay  75%  of  its  budget, 
could  be  overruled  by  the  rest.  "Big 
countries  often  feel  small  countries  have 
too  much  power,"  says  Robert  Comes, 
resear-ch  director  at  France's  National 
Center  for  Scientific  Researxh.  The  new 


$20  BILLION  ON  TECHNOLOGY— AND  SO  LITTLE  TO  SHOW 


In  late  February,  when  the  Euro- 
pean Community  abandoned  its 
$740  million,  seven-year  effort  to 
)rge  a  technical  standar'd  for  high-def- 
lition  TV,  the  symbolism  may  have 
een  as  damaging  as  the  loss  of  all 
!iat  money  and  time.  The  failure  high- 
ghted  Europe's  negligible  commercial 
eturn  so  far  on  nearly  $20  billion  of 
ublic  reseai'ch  and  develop- 
lent  spending  since  the  mid- 
^80s.  To  lais.sez-faire  capital- 
!ts  on  both  sides  of  the 
.tlantic,  it  also  proved  the  fu- 
lity  of  government  meddling 
1  industi'ial  affairs. 

Europe's  cooperation  on  Big 
cience  projects  may  be  a  glo- 
al  model.  But  its  attempts 
)  boost  competitiveness  by 
jllaborating  on  applied  re- 
3arch  are  moi'e  often  a  lesson 
1  what  to  avoid.  Since  such 
ffoits  began,  Europe  has  lost 
round  in  many  strategic 
elds,  from  semiconductors 
nd  software  to  biotechnolo- 
y.  And  the  EC's  trade  defi- 
it  in  high-tech  goods  has 
lore  than  tripled,  to  over  $40 
illion  last  year.  "We  should 
ave  more  to  show  for  our 
loney  by  now,"  says  Jean- 
acques  Duby,  former  science 
irector  at  IBM  Europe  and  a 
lember  of  a  blue-riblbon  panel  that  re- 
sntly  evaluated  three  major  Eui'opean 
rograms. 

One  problem  from  the  start,  critics 
ay,  was  the  EC's  decision  to  fund  only 
arly-stage  R&D.  In  some  cases,  there 
'as  so  little  emphasis  on  commercial 
oals  that  public  funds  were  used 
lainly  to  pad  research  payr-olls.  The 
15  billion  Eureka  pi'ogram  sponsored 
y  European  governments  outside  the 
uspices  of  the  Brussels-based  EC  does 
tress  commercial  developments.  But 
le  difficulty  of  managing  Eur-eka's  650 
lostly  unrelated  projects  has  left  it 
dth  modest  achievements  and  two 
laring  disappointments:  the  HDTV  ef- 


fort and  a  $3.6  billion  semiconductor 
initiative.  The  analog  HDTV  scheme  fell 
behind  advances  in  digital  technology 
in  the  U.  S.  And  Europe  was  ah'eady 
too  far  behind  Japan  in  memory  chips 
to  catch  up. 

Those  failui'es  partly  reflect  the  dif- 
ficulty of  turning  competitors  into  part- 
ners. For  instance,  one  $12  million  Es- 


EUROPE'S  LAGGING  R&D  PROGRAMS 


EUREKA 


More  than  650  projects  in  1 0  fields.  Just  1 7%  of  corporate 
participants  claim  significantly  improved  competitiveness 
because  of  Eureka.  Cost  through  1996:  $15  billion. 


Includes  915  projects  on  information  technologies.  Fev/er 
than  half  have  produced  much  of  value  in  strategic  mar- 
kets. Cost  through  1994:  $9.8  billion. 


BRITE 


Some  1,130  projects  in  advanced  materials  and  manufac- 
turing technology.  Only  one-third  have  shown  any  commer 
cial  value.  Cost  through  1994:  $3.2  billion. 


A  program  to  develop  a  high-capacity  communications  net- 
work by  1 995.  Technical  goals  largely  achieved,  but 
heavy-handed  regulation  and  lagging  investment  mean  a 
five-year  delay.  Cost  through  1994:  $2.8  billion. 
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prit  consortium  of  Siemens  and  four 
other  German  and  Italian  rivals  traded 
reams  of  research  on  methods  for  ar- 
ranging temperature  sensors  and  other 
industrial  devices  into  a  common  net- 
work. But  progress  stalled  when  it 
came  to  shai'ing  details  of  the  pi'oprie- 
ty  har'dware  and  software  needed  for 
a  workirig  system.  "Like  many  EC 
projects,  this  suffered  a  split  personal- 
ity," observes  Project  Manager  Kym 
Watson. 

Programs  that  combine  complemen- 
tary companies  have  worked  better. 
For  example,  Ger-man  robot  maker 
Kuka,  an  Esprit  participant,  is  win- 
ning new  orders  from  Eur-opean  auto 


makei-s  thanks  to  software  it  got  from 
a  Fr'ench  company  and  to  machine  con- 
trollers pi'ovided  by  neighbor  AEG.  And 
most  EC  programs  have  met  a  few 
goals:  Some  have  set  Europewide  tech- 
nical standards.  Others  have  pi"ompted 
companies  that  had  long  been  coddled 
by  protective  gover-nments  to  work  to- 
gether across  national  borders.  Even 
archrivals  Olivetti,  Groupe 
Bull,  and  Siemens  are  devel- 
oping software  that  lets  their 
computers  run  on  the  same 
network. 

SIGNS  OF  CHANGE.  These  suc- 
cesses are  too  riiodest,  howev- 
er, for  many  European  indus- 
trialists and  bureaucrats.  They 
want  Bmissels  to  give  projects 
a  clear  goal:  winning  back  stra- 
tegic markets  from  the  U.  S. 
and  Japan.  "Either  we  move 
R&D  close  to  the  market  or  for- 
get it,"  says  a  German  EC  re- 
search official. 

Some  signs  of  change  are 
appearing  already.  Soon,  the 
EC  will  approve  a  budget  that 
wall  set  the  direction  of  its  R&D 
programs  for  the  next  six 
years.  Under  the  new  plan,  re- 
sponsibility for  Esprit  will  be 
transferred  from  research  to 
industrial-affairs  policymakers, 
who  may  spur  European  gov- 
ernments to  buy  more  products  devel- 
oped under  the  program.  "The  mes- 
sage," says  a  research  executive  at  a 
British  technology  company,  "is  that 
R&D  and  industrial  policy  ar-e  linked." 

Instead  of  scattering  money  widely, 
mor-eover,  officials  plan  to  concentrate 
funds  in  relatively  few  hands  to  push 
priority  fields  such  as  image  pr-ocessing 
for  multimedia  computing.  That  will 
cause  political  problems:  Less  profi- 
cient countries  such  as  Greece  and  Por- 
tugal will  balk  if  they're  cut  out.  But 
Europe  has  to  try  something  to  get  a 
return  from  its  technology  programs. 

By  Jonathan  B.  Levine  in  Paris,  with 
John  Carey  in  Washington 
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Get  Relief  From 
Back  &  Neck  Pain 

A  Conservative  Therapy, 
Comprehensively  Applied 

77/1'  Back  Mnchiiw''''  combmvs  tlie  must  effective  ways 
to  attain  relief  from  back  and  neck  pain  into  one  easy  to 
use,  safe  unit  designed  to  help  you  return  to  a  more  normal, 
pain  fixv  life.  And  it  feels  gixxl,  even  if  you  hurt. 
How  Tlic  Back  Machine  Works: 

•  hAnssa^c  -  Soft  rollers  mas.sage  muscles,  increasing 
circulation,  reducing  muscle  spasm,  tension  and  stress. 

•  Stretching  -  Muscles  are  passively  stretched,  increasing 
flexibility  and  reducing  pain. 

•  Traction  -  Mild  traction  restores  spine  lengtli  and  pliability, 
Relieving  disc  pressure. 

•  Mobili^Uion-  Restoratiim  of  movement  ocairs  and  promotes 
alignment  of  tlie  spine. 

Five  Years  of  Clinical  Use 
Tested  by  dtxi:ors,  physical  tlierapists,  and 
diiropraciore.  The  Back  Machine  has  proven 
safe,  efftvtive,  and  comfortable. 
60-Day  Home  Trial 


We're  so  confident  you'll 
experience  back  pain 
relief  that  we  offer  Tlw 
Back  Machine  witli  an 
uncondihonal  MVday 
monev  back  guarantee. 
Qill  or  Write  Taimi  For  FREE 
BROCHURE  AND  VIDEO 

1-800-433-5599 


□YES!: 


want  to  relieve  my  back  pain. 
Please  send  me  a  FREE  brochure  and  Video. 

□  VHS    □  BETA 
Name   


Address 
City 


) 


State  Zip 

Evening  Phone  ( 

Back  Technologies 

jst  Casino  Road  •  liverett,  WA.  98204 
1 -81)0-433-3599 
Back  Technologies  Inc  IX'pt.  L'.")! 


2525  W 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

mm. 

p.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


'/  111  a  Vice  president  bccaus^c  I  solii  22 
this  \/ciiT.   Hojv'd  you  become  a  u.f.?' 


'!  moiic  a  great  deal  on  the  200.000 
gizmos  you  didn  't  sell  last  year. " 


Excess  inventory  today,,. student  opportunity  tomorrow 
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ED  BY  OTIS  PORT 


TTING  THE  CATALYTIC  CONVERTER 
IRMED  UP— PRONTO 


Tufti  your  cur  s  igni- 
lidii  key,  and  for  the 
next  couple  of  minutes, 
the  enjrine  will  spew  out 
more  pollution  than  dur- 
ing the  entire  commute 
to  work.  That's  because 
the  catalytic  converter 
needs  to  be  good  and  hot 
before  it's  effective  at 
taming  noxious  gases 
such  as  nitrogen  oxides. 

Solution:  Preheat  the 
converter.  Detroit  has 
been  reluctant  to  adopt 
idea,  says  Texaco  Inc.  President  James  W.  Kinnear,  on 
theory  that  most  people  won't  sit  still  while  the  preheater 
5  its  work.  So  Kinnear  himself  has  patented  a  system  that 
d  switch  on  the  heater  remotely,  from  inside  the  house, 
g  a  radio  transmitter  similar  to  a  garage-door  opener, 
regress  in  catalytic-converter  research  at  Corning  Inc.  may 
rp  the  need  for  a  remote  control,  however.  Coming's  latest 
.otype  converter  reaches  operating  temperature  in  just  five 
inds,  thanks  to  a  clever  design  that  reduces  the  mass  of 
metal  that  requires  preheating.  So  a  switch  in  the  driver's 
'  handle  could  do  the  trick. 


EAPER  CLEAN  WATER 

OM  MANURE-LOVING  MICROBES 


ome  people  look  at  the  piles  of  steaming  horse  droppings 
that  dot  the  British  countryside  and  see  only  the  obvious. 

Professor  Emeritus  S.  John  Pirt  of  King's  College  in 
don.  Thanks  to  the  unflagging  curiosity  of  this  semiretired 
•obiologist,  sewage  treatment  may  soon  get  less  costly, 
irt  has  found  a  microbe  in  horse  manure  that  both  dines  on 
ge  and  generates  heat — up  to  80C  (176F),  enough  to  kill 
nful  bacteria  in  sewage.  By  teaming  the  new  bugs  with 
T  microbes,  Pirt  is  developing  a  fermentation  process  that 
'Sts  raw  sewage,  leaving  behind  only  treated  water  and 
e  minerals.  The  process  also  gives  off  carbon  dioxide, 
:h  he  hopes  to  collect  for  sale  to  greenhouses.  Pirt  predicts 

his  "biocombustion"  technology  will  be  40'/  cheaper  than 
leration,  now  the  preferred  method  of  disposing  of  sludge. 

it  can  be  scaled  to  suit  any  size  community.  Pirt  says  it 
take  three  years  and  $5  million — which  he's  soliciting  from 
rested  water  companies — to  finish  development. 


I  EMERGENCY  GENERATOR 
YOUR  FURNACE? 


l^liat  do  many  computers  have  that  most  houses  don't'?  A 
m  backup  power  supply.  When  the  electricity  fails,  backup 
er  can  keep  a  computer  going  for  a  few  minutes  while 
:ious  files  are  stored.  Homes  are  more  vulnerable:  If  the 
ige  lasts  very  long,  as  happened  this  winter  when  Nor'eas- 
battered  the  East  Coast,  the  furnace  shuts  down  and  ice 
ns  in  the  goldfish  bowl. 

eneral  Electric  Co.'s  Research  &  Development  Center 
3S  to  give  that  bleak  scenario  a  happier  ending  with  tech- 


nology that  keeps  heat  flowing  after  the  power  fails.  The  idea 
is  to  use  the  furnace's  own  heat  to  generate  enough  electricity 
to  run  the  furnace's  blower.  The  electricity  comes  from  a 
so-called  thermocouple  in  which  loops  of  two  different  semi- 
conducting alloys  generate  a  current  when  one  end  is  heated. 
Lionel  M.  Levinson,  a  GE  physicist,  says  the  system  can  gener- 
ate 300  to  500  watts  of  power.  It  could  also  save  $100  a  year  in 
electric  bills  by  powering  the  blower  even  when  there  isn't  a 
power  failure. 

One  small  {M'oblem:  Today,  the  breadbox-size  generators 
cost  several  thousand  dollars.  But  Levinson  hopes  mass  pro- 
duction can  cut  that  to  a  few  hundred  dollars — which  might  be 
financed  by  a  surcharge  on  the  monthly  gas  bill.  Rochester 
Gas  &  Electric  Corp.  will  begin  testing  a  prototype  this  fall. 


A  BIG-SCIENCE  CUT  THAT  COULD 
DROWN  US  IN  NUCLEAR  WASTE 


While  the  science  connnunity  is  feeling  rather  good,  over- 
all, about  President  Clinton's  technology  agenda, 
there's  one  curious  slight:  Funding  for  the  Integral  Fast  Reac- 
tor (IFR)  has  been  dropped.  Many  scientists  think  the  decision  is 
shortsighted.  In  fact,  a  recent  study  by  the  National  Academy 
of  Sciences  tagged  the  IFR  as  the  No.  1  priority  in  nuclear- 
reactor  science. 

The  IFR  program  was  originally  launched  by  Argonne  Na- 
tional Laboratory  to  develop  a  safer  nuclear-power  plant.  But 
it  evolved  into  something  far  more  important:  The  reactor 
could  burn  the  spent  nuclear  fuel  from  traditional  nuclear 
plants — waste  that  will  otherwise  pose  a  radioactive  threat  for 
thousands  of  years.  Moreover,  the  IFR  should  be  able  to  burn 
the  radioactive  plutonium  recovered  from  dismantled  nuclear 
weapons.  Tons  of  this  nasty  stuff  have  already  piled  up  at  a 
remote  site  near  Amarillo,  Tex. — with  lots  more  to  come.  With- 
out the  IFR,  this  weapons-grade  plutonium  may  have  to  be 
guarded  night  and  day  for  centuries. 


FOR  JUST  $120,  YOUR  WISH 
IS  THIS  SYSTEM'S  COMMAND 


arking  orders  at  a 
'computer:  Many  ex- 
perts believe  that's  the 
way  to  wring  more  pro- 
ductivity from  office 
computers — and  win  the 
hearts  of  prospective 
buyers  who  still  dread 
keyboards.  Trouble  is, 
speech-recognition  tech- 
nology can  get  pricey 
and  complicated. 

Now,  there's  a  $120 
answer — at  least  for 
anyone  who  already  has 
a  plug-in  circuit  board  for  generating  sounds,  such  as  Sound 
Blaster  from  Creative  Labs  Inc.  Called  Voice  Blaster,  the 
speech-recognition  system  was  developed  by  Covox  Inc.  in 
Eugene,  Ore.,  a  company  founded  by  the  team  that  worked  on 
similar  technology  used  by  Air  Force  pilots.  Voice  Blaster 
comes  with  a  headset  and  boom  microphone,  plus  software 
that  makes  it  easy  to  record  and  edit  hundreds  of  verbal 
commands  for  such  keyboard-intensive  programs  as  dBASE, 
Quicken,  WordPerfect,  and  many  computer  games.  Given  the 
growing  number  of  multimedia  computers  that  do  synthesized 
speech,  talking  back  to  computers  seems  only  fitting. 
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Our  hloiks  are  blacker, 
tiutnks  to  exeiusive  Eps 
MieroArt  Pnnroi';. 


piled  so  much 
ter  for  so  little. 


With  a  personal  laser  printer  under  $1,000, 
ou  normally  have  to  give  up  one  thing  tor 
nother.  Like  speed.  Or  print  quality.  Or  flexible 
aper  handling. 

Well,  the  new  Epson"  ActionLaser'  '  1000  is 
/ay  under  $  1 ,000.  And  as  you  can  see  from 
le  large  stack  on  the  lett,  we've  piled 
u)re  into  it  than  any  other  printer 
1  its  price  range. 

Like  speed,  for  example.  We 
lock  in  at  6  pages  per  minute, 
ompared  with  a  slow  4  pages  per  minute  for  the 
fading  laser  in  the  same  price  range. 

Tlien  there's  print  quality.  Our  blacks  are 
'lacker  and  our  lines  print  finer,  thanks  to  Epson's 
xclusive  Micro  Art  Printing. 

If  you're  really  a  stickler  for  sharpriess,  you 
an  spend  a  little  more  (but  still  less  than  $  1,000! ) 
jr  our  ActionLaser  1500,  with  Epson's  RITech 
esolution  improvement  technology.  As  well  as 
3  scalable  fonts. 


Add  a  1 50-sheet  paper  tray  that  handles 
multiple  paper  sizes  including  envelopes,  and  you 
can  see  why  Epson  laser  printers  win  industry 
award  after  award. 

Now  tor  the  things  you  can't  see.  Our 


ActionLasers  have  a  two-year  wananty  instead 
ot  the  typical  one  year.  Plus  the  toll-free  Epson 
Connection  hotline  to  answer  your  questions. 

Oi^ly  Epson  gives  you  so  much,  for  so  little. 
Even  our  booklet,  "What  You  Should  Know 
Before  Buying  a  Laser  Printer','  is 
absolutely  free.  To  send  tor  it, 
call  800-289-3776. 

EPSON 


Icompany  and/or  pnxluct  names  are  tradenwrlcs  ,md/i>r  regbterexJ  trademarks  of  their  respective  mairiitactiirets  Epy  in  i>  .i  reKbiered  rrademark  uf  Seiko  Epnin  Qirp.  €1993  Epson 
nerioi  Inc.,  20770  Madruna  Ave,,  Torrance,  CA  90509.  For  dealer  referral,  call  800-BUY-EPSON  (800-289- i776).  In  Canada,  call  8a"l-GO-EPSON.  For  Uin  Amenca,  105-265-0092. 
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'i^s  Before 


FRANCHISES  I 


FRANCHISE  FRACAS 

It's  franchisee  vs.  francliisor  in  a  nasty  battle  for  power  in  a  key  industry 


When  Curtis  B.  Bean  of  Marsh- 
field  Hills,  Mass.,  bought  a 
dozen  franchises  in  Car 
Checkers  of  America  Inc.  two  years  ago, 
he  thought  it  was  an  ideal  investment.  If 
anybody  should  know,  he  figured,  he 
should.  Bean  had  spent  more  than  20 
years  in  the  franchise  business,  includ- 
ing four  years  as  CEO  of  Howard  John- 
sons Franchise  Systems  Inc.  Besides,  he 
had  heard  glowing  rejjorts  about  New 
Jersey-based  Car  Checkers  from  franchi- 
sees. Bean  especially  liked  the  franchise 
because  its  mobile  auto-inspection  ser- 
vices were  intended  to  prevent  used-car 
buyers  from  getting  ripped  off. 

As  it  turns  out,  Bean  and  lo  other 
franchisees  charge  in  a  lawsuit,  they 
were  the  ones  getting  fleeced.  The 
"franchisees"  they  spoke  to  had  never 
owned  franchises,  and  the  profits  they 
had  been  promised  never  materialized, 
the  suit  claims.  Meanwhile,  the  Federal 


Trade  Commission  charges  in  a  civil 
complaint  that  Car  Checkers'  officers, 
Wendy  Mandell  Geller  and  her  husband, 
Lee  Geller,  misrepresented  advertising 
costs  and  falsely  claimed  that  no  prior 
experience  was  needed  to  perform  the 
inspections.  By  the  time  Bean  went  out 
of  business,  he  had  lost  more  than 
$200,000— his  life  savings.  "If  I  can  fall 
for  it,  anyone  can,"  says  Bean.  Lee 
Geller  calls  the  allegations  against  the 
two  "unfounded." 

Charges  of  broken  promises  and  hid- 
den costs  are  just  some  of  the  numerous 
problems  plaguing  franchising  today. 
Throughout  the  $246  billion  industry — 
defined  in  its  purest  form  as  excluding 
auto  dealers  and  gas  stations — franchi- 
sees are  battling  franchisors  for  more 
control  over  their  businesses.  The  fran- 
chisors are  fighting  back  vigorously  to 
preserve  their  profits.  And  now  Con- 
gress is  poised  to  introduce  legislation 


that  could  regulate  the  entire  industi 
At  stake  is  the  future  of  a  lar 
chunk  of  the  U.  S.  economy:  Franchis 
businesses  account  for  some  12.7'?^ 
retail  sales.  Anything  these  days  c; 
be — and  is — a  franchise,  from  steel  bi 
gee-jumping  towers  (Air  Boingo)  to  g' 
shops  (Strictly  Shooting).  For  small-bu 
ness  owners,  franchising  offers  an  alt( 
native  way  of  raising  capital  that  spee 
growth.  For  more  laid-off  managers  ai 
early  retirees,  it's  a  way  to  pursue  t 
American  dream  of  owning  a  business 
Yet  for  more  franchisees  today,  t 
dream  is  just  that.  Not  that  owning 
franchise  was  ever  a  guarantee  of  si 
cess.  Bad  management  and  poor  locati 
have  done  in  any  number  of  franchis 
in  past  years.  But  the  recession,  oversj 
uration  in  many  markets,  and  huge  de 
loads  from  leveraged  buyouts  are  pi 
ting  new  pressures  on  franchisors 
squeeze  franchisees.  As  franchisors  bi 


ALL 
TUHE 


THE  REIDS  WISH  THEY 
HADN'T  COMPLAINED 
TO  A  TRADE  GROUP 


LUBE 


7  ^    V   lOS^^*'  ..iN.r 


A  PLEA  FOR  HELP  THAT  BACKFIRED 


Fearing  more  regulation, 
franchisors  are  scrambling 
to  show  that  they  don't  need 
it.  But  Maryann  K.  Reid 
doesn't  think  the  industry  con 
police  itself. 

In  1990,  Reid  and  her  fam- 
ily opened  a  franchise  with  All 
Tune  &  Lube  Systems  Inc.,  a 
Maryland-based  auto-service 
franchise.  They  soon  went 
belly-up,  losing  more  than 
$150,000.  Reid  claims  the 
franchisors'  trade  group,  the 
International  Franchise  Assn., 
damaged  her  even  more. 

After  calling  the  IFA  last 
summer,  Reid  says  ifa  Presi- 
dent William  B.  Cherkasky 
told  her  to  send  her  files  so  the 
IFA  could  investigate  her  com- 
plaints that  All  Tune  broke  its 
promises.  The  IFA  didn't  re- 
spond, and  the  Reids  sued  All 
Tune,  alleging  breach  of  con- 
tract and  fraud — charges  it 
disputes.  And  they  protested 


at  trade  shows,  wearing  T- 
shirts  critical  of  All  Tune. 

On  Sept.  29,  Cherkasky 
wrote  Reid  that  he  had  sent 
her  materials  to  All  Tune,  no* 
called  ATL  International  Inc. 
Reid  soys  Cherkasky  prom- 
ised he  wouldn't  do  that — 
which  he  denies.  By  then.  All 
Tune's  lawyers — Brownstein 
Zeidman  &  Lore,  the  firm  tha 
represents  the  IFA — had  cour 
tersued  Reid,  alleging  defa- 
mation, and  other  claims. 
Reid  denies  the  charges.  The 
IFA  says  it  treated  Reid  fairly 
and  followed  its  procedures. 

The  case  points  to  the  diff 
culty  of  self-policing,  says 
lawyer  W.  Michael  Garner: 
"If  self-regulation  hasn't  bee 
effective  up  to  date  and  ther 
are  cries  for  regulation,  then 
why  think  that  self-regulatioi 
will  work  now?" 

Bij  Lon  Bongionw  in  Nci 
York 
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INDU'-^ 


TOTAL  UNITS 

EXCLUDES  AUTO  AND 
GASOLINE  FRANCHISES 


TOTAL  FRANCHISE  SALES 

EXCLUDES  AUTO  AND  GAS  SALES 


COMPLAINTS  TO 
FEDERAL  TRADE 
COMMISSION 


into  new  markets,  they're  also  in- 
singly  vying  for  tiie  franchisees' 
omers.  These  new  pressures  are 
ing  on  top  of  an  already  unequal 
er  structure  in  an  industry  with  in- 
;istent  laws  and  lax  enforcement. 
AINATED.  Franchisors  and  franchi- 

aren't  supposed  to  be  adversaries, 
they're  becoming  so.  At  Little  Cae- 

Enterprises  Inc.,  for  example,  fran- 
ees  say  they're  forced  to  buy  ingre- 
ts  and  paper  from  a  company-owned 
■ibutor,  paying  up  to  15'A  more  than 
Is  for  identical  items.  Franchisees  at 
T  systems  say  that  when  they  com- 
1,  they're  terminated  or  sued, 
'anchisors  have  their  own  set  of 
plaints.  To  PepsiCo  Inc.,  owner  of 

Pizza  Hut,  and  Taco  Bell,  some 
chisees  are  resisting  the  changes 
led  to  keep  the  systems  competitive, 
'or  Little  Caesars,  it  says  franchisees 
;  no  reason  to  gripe  because  they're 


free  to  purchase  ingredients,  except  for 
two  trade-secret  items,  from  sources 
that  the  company  approves.  Other  fran- 
chisors say  franchisees  don't  do  their 
homework  and  expect  too  much.  "My 
big  challenge?  A  person  buys  the  fran- 
chise and  expects  to  be  rich  and  not 
work,"  says  James  S.  Bugg,  CEO  of  Dec- 
orating Den  Systems  Inc. 

Franchisors  also  claim  that  franchi- 
sees are  demanding  more  because 
they're  more  powerful.  Years  ago,  most 
franchisees  were  mom  and  pop  opera- 
tors with  a  few  stores,  says  IF.-\  Presi- 
dent William  B.  Cherkasky.  Now,  many 
franchisees  own  multiple  units.  With 
more  economic  clout,  franchisees  are  or- 
ganizing, then  hiring  lobbyists  and  law- 
yers to  press  their  cause.  "We're  the 
victims  of  our  own  success,"  he  says. 

Whatever  the  reason,  the  fireworks 
have  lawmakers'  attention.  After  years 
of  inaction.  Congress  is  about  to  reintro- 


duce '  legislation  boosting  franchisees' 
rights.  The  current  law  focuses  only  on 
disclosure  and,  in  general,  has  been 
loosely  enforced.  Under  pressure  from 
Congress,  the  FTC  is  stepping  up  en- 
forcement. The  states  are  jumping  in, 
too.  Iowa  recently  passed  the  harshest 
franchise  law  to  date,  forcing  franchi- 
sors to  follow  strict  rules  for  franchise 
terminations,  renewals,  and  transfers. 
"A  growing  segment  of  the  American 
population  is  routinely  required  to  forgo 
basic  legal  rights  just  because  they 
choose  to  become  franchisees,"  says 
Representative  John  J.  LaFalce 
(D-N.  Y.),  who  is  sponsoring  the  bills. 

Franchisors  are  vowing  to  spend 
whatever  it  takes  to  defeat  legislation. 
The  battle  will  be  bloody  because  so 
much  is  at  stake.  Maintaining  the  status 
quo  could  scare  away  prospective  fran- 
chisees and  slow  the  industry's  growth. 
Yet  overburdening  franchisors  with  reg- 


DID  THEY  READ  THE  SIGNS? 


Mr.  Sign  in  Bohemia, 
N.  Y.,  deemed  itself  the 
ultimate  "white-collar"  fran- 
chise. It  said  it  hod  "propri- 
etary" software  for  signmak- 
ing,  giving  franchisees  a 
"competitive  advantage."  A 
handout  said  they  could  de- 
duct any  losses  as  "active"  in- 
vestors and  so  wouldn't  run 
afoul  of  tax-law  changes. 

That  convinced  Joseph  R. 
Beauregard,  a  semiretired  an- 
esthesiologist in  Northamp- 
ton, Mass.,  and  his  friend  Phil- 
ip Renison,  a  financial 
planner,  to  invest  $  1 50,000 
for  a  franchise.  "I  was  looking 
for  something  to  do  in  my  re- 
tirement, and  I  wanted  to 
make  some  money,"  says 
Beauregard.  His  stepdaugh- 
ter, Ellen  R.  Davis,  a  CPA,  and 
her  husband,  Keith,  a  lawyer 
and  CPA,  also  slapped  down 
$150,000. 

In  1 990,  a  year  after  open- 


ing their  stores,  both  fran- 
chises failed — months  before 
Mr.  Sign  collapsed.  Beaure- 
gard and  Renison  lost 
$220,000,  and  the  Davises 
lost  $371,000.  They're  suing 
Mr.  Sign  Franchising  Corp. 
and  some  former  employees 
for  violations  of  New  York's 
franchising  law  and  fraud. 
They  claim  the  defendants  en- 
gaged in  an  illegal  scheme  to 
sell  fraudulent  franchises. 

Mr.  Sign  is  now  defunct, 
and  there  is  no  one  to  speak 
on  its  behalf.  The  former  pres- 
ident, Harold  L.  Kestenbaum, 
soys  in  court  papers  that  the 
Davises  were  "sophisticated" 
investors  and  that  Mr.  Sign 
cannot  be  blamed  for  their 
failure.  Another  explanation: 
No  matter  what  your  creden- 
tials, if  a  deal  looks  too  good 
to  be  true,  it  probably  is. 

By  Lori  Bongiorno  in  New 
York 
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BLIMPIE  IS  TRYING  TO  BE  A  HERO 
TO  FRANCHISEES  AGAIN 


In  1987,  the  Blimpic  franchise  chain 
came  down  with  a  bad  case  of  indi- 
gestion. While  sales  were  still 
growing,  store  expansion  had  stalled, 
and  the  sandwich  chain's  parent,  New 
York's  Astor  Restaurant  Group,  was  in 
bad  sha])e.  Much  of  the  problem 
stemmed  from  an  investment  Astor 
had  made  in  a  new  Mexican  chain,  liSA 
Border  Cafe  Inc.  Two  of  the  three  out- 
lets were  floundering,  sucking  up  cash 
that  should  have  gone  into  support  ser- 
vices for  Blimpie  franchisees.  While 
Blimpie  co-founder  Anthony  Conza  was 
ignoring  his  149  franchisees,  rival  Sub- 
way sandwich  shops  were  devouring 


an  800  hotline  to  give  tips  to  franchi- 
sees. And  he  gave  franchisees  more 
control  over  their  own  advertising 
through  regional  advertising  co-ops. 

Many  praise  the  changes.  "Before, 
Conza  was  like  an  absentee  president," 
says  Robert  Benincasa,  who  has 
worked  in  his  father's  franchise  in 
Georgia  for  the  past  12  years.  "He  has 
gotten  much  more  hands-on,  and  it  has 
really  made  a  difference." 

But  rough  spots  still  exist.  Since 
1987,  Blimpie  has  expanded  into  highly 
competitive  territories  such  as  Chicago, 
where  Subway  and  others  have  estab- 
lished strong  beachheads.  "Opening  a 


the  market. 

Conza  decided  he  had  to  move  cjuick- 
ly  or  lose  the  chain.  "I  realized  I  wasn't 
being  fair  to  people  around  me,"  lie 
says.  "And  if  we  got  our  act  together, 
we  could  beat  Subway." 

That  hasn't  happened  yet,  but  Conza 
has  instituted  wide-ranging  changes 
that  have  pushed  Blimpie's  sandwich 
sales  to  record  levels.  Coming  at  a  time 
of  rising  tensions  between  franchisees 
and  franchisors,  Blimpie's  turnaround 
shows  how  some  franchisors  are  tak- 
ing steps  to  improve  relations  on  their 
own.  While  some  franchisors  are  doing 
so  to  fend  off  regulation,  in  Blimpie's 
case  it  was  also  a  matter  of  improving 
the  bottom  line.  Since  1987,  Blimpie's 
system-wide  sales  have  jumped  38'/'', 
from  $96  million  to  $132  million.  The 
number  of  franchised  stores  has 
soared,  from  149  to  570,  while  store 
failures  are  down,  from  10?-  to  3''. 
"Tony  is  highly  committed,"  says  Ste- 
ven T.  Anderson,  a  Michigan  franchi- 
see. "It's  ol)vious  that  he  believes  he 


CO-FOUNDER  CONZA:  "I  WASN'T  BEING  FAIR" 


ulations — and  the  lawsuits  that  follow 
could  mean  higher  costs  for  consume 
and  lost  jobs.  "Here  we  are  taking  sor 
thing  so  wonderful  and  cramping  it  w 
the  prospect  of  new  laws,"  says  B: 
Lowell,  a  franchisor-lawyer. 

Just  how  wonderful?  There  are  no 
dependent  data  on  franchising.  The  I 
claims  in  its  promotional  materials  tl 
fewer  than  5'A'  of  franchises  fail  or  ck 
annually.  In  comparison,  the  U.  S.  Sm 
Business  Administration  says  that  6 
of  new  businesses  fail  after  six  yea 
Most  experts  would  agree  that  m( 
franchises  survive  than  other  new  hi 
nesses.  Even  so,  the  5'/?  figure  con 
from  old  Commerce  Dept.  reports  tl 
relied  on  surveys  of  franchisors.  Rect 
surveys  of  franchisees  by  consultai 
and  academics  put  the  annual  faili 
rate  between  109^  and  12'/f.  "This  is 
industry  that  controls  the  image  of 
self,"  says  Dean  Sager,  a  LaFalce  ai( 
HOME  COURT.  Franchising  today  is  a  ] 
cry  from  the  days  of  Colonel  Sande 
the  founder  of  Kentucky  Fried  Chick 
Corp.  In  the  1960s,  franchisors  and  fi'i 
chisees  considered  themselves  partne 
Contracts,  franchisees  say,  were  oft 
just  scribbles  on  a  nai)kin.  Franchit 
such  as  Sonic  Corp.,  a  drive-in  burj: 
chain,  are  trying  to  retain  such  open 
lationships,  while  others  such  as  Blini] 
are  working  to  regain  them  (box). 

But  those  franchises  are  becoming  t 
exceptions.  As  a  result  of  corpor; 
takeovers  and  swelling  bureaucraci 
franchisors  today  are  more  autocrat 
Franchise  contracts  are  often  upwar 
of  50  pages — and  heavily  weighted 
ward  the  franchisors.  For  example,  fr; 
chisors,  as  a  rule,  require  franchise 
anywhere  in  the  U.  S.  to  fight  all  lej 
disputes  in  the  franchisors'  hometowi 

Intensifying  competitive  pressun 
meantime,  are  driving  some  franchise 
to  oversell  themselves.  Other  franc 
sors  are  withholding  information  tl 
might  scare  away  prospective  investo 
Last  August,  for  instance,  the  FTC  su 
the  now  closed  WhiteHead  Ltd.,  a  Sta 
ford  (Conn.)  furniture  franchisor,  and 
key  officers,  Walter  J.  Wright  and  Ri( 
ard  J.  Wall.  The  suit  alleges  that  t 
company  did  not  disclose  a  $10  milli 
fraud  judgment  against  the  two  m 
over  a  prior  franchise.  Wright  declin 
to  comment.  Wall's  lawyer.  Sar 
Brown,  says  he's  preparing  to  fight  i 

In  the  restaurant  industry,  the  tou^ 
er  competitive  environment  is  prompti 
lots  of  griping  by  franchisees,  says  \^ 
liam  G.  Hall,  president  of  the  Tex 
Dairy  Queen  Operator's  Council.  1 
says  franchisees  are  being  forced  to  ; 
sorb  price  hikes  from  all  sorts  of  supf 
ers  but  are  constrained  in  passing  t 
increases  on  to  customers.  Despite  t 


can  succeed  only  if  we  do." 
NO  BALONEY.  Conza  began  the  turn- 
around l)y  closing  one  of  the  Border 
Cafes  and  selling  another.  He  hired  a 
consultant  to  help  evaluate  Blimpie  and 
learned  that  his  big  challenge  was  re- 
gaining franchisees'  trust.  "We  felt 
they  expanded  too  cjuickly  without  giv- 
ing us  aijpropriate  marketing  support," 
says  David  Holt,  a  Georgia  franchisee. 

Conza  set  about  reiiuilding  this  trust 
by  opening  communications  as  never 
before.  He  flew  to  stores  in  more  than 
75  cities  to  meet  the  owners.  He 
formed  a  franchisee  advisory  council  to 
get  their  input  on  key  issues,  including 
new  i)roducts  and  pricing.  He  launched 
No  Baloney  News,  a  m  wsletter,  and 


big  market  like  this,  you  need  extra 
advertising  support  from  headquarters 
to  help  establish  name  recognition," 
says  a  Chicago  area  franchisee  who 
failed.  Yet  the  corporate  office  had  de- 
voted no  added  resources  to  the  area 
and  confirms  that  a  further  three  of 
the  nine  franchisees  there  are  failing. 

Recognizing  the  problem,  Conza  re- 
cently let  Chicago  franchisees  divert 
their  (i'/<  royalty  fees  to  advertising. 
"We  don't  want  to  open  a  bunch  of 
stores  someplace  like  Chicago  and  have 
them  fail.  That's  just  not  the  way  we 
like  to  do  things,"  says  Conza.  It  may 
have  taken  him  a  while,  but  this  fran- 
chisor is  finally  listening. 

By  Laurel  To/tb//  in  i\'eir  York 
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tougher  times,  Hull,  a  former  inde- 
pendent restaurant  owner,  is  a  di 
voted  franchisee:  "I  firmly  belie\ 
in  the  benefits  of  being  part  of 
larger  group." 

Still,  many  fast-food  franchisees 
say  that  they  can't  make  it  be- 
cause their  key  competitor  is  their 
own  product.  In  general,  franchi- 
sors can  decide  how  many  units 
can  be  opened  in  any  one  area. 
PepsiCo  in  particular  has  franchi- 
sees running  scared.  In  its  1991 
annual  report— featuring  rabbits 
on  the  cover— Chairman  D.  Wayne 
Calloway  wrote  that  PepsiCo  was 
"redefining"  its  business  from 
"quick  service  restaurants"  to 
"quick  service  food  distribution." 
Pizza  Hut  pizza,  he  said,  would 
now  be  sold  in  airports,  malls,  and 
so  on.  The  same  would  be  true  for 
KFC  and  Taco  Bell,  whose  "self- 
contained  kiosks  are  starting  to  multiply 
like  . . .  well,  like  rabbits." 

The  shift  toward  company-owned  "dis- 
tribution points"  has  been  good  for  Pep- 
siCo's  bottom  line:  Domestic  profits  in 
1992  for  the  three  food  businesses  were 
up  IT/c.  But  PepsiCo's  franchisees  claim 
that  the  new  strategy  has  been  bad  for 


them.  At  KFC  and  Taco  Bell,  franchisees 
charge  that  the  multiplying  outlets  are 
encroaching  on  their  markets.  And  Pizza 
Hut  franchisees  claim  that  the  company 
is  expanding,  in  part,  by  buying  up  the 
best  restaurants  itself.  A  Pizza  Hut 
spokesman  says  the  charges  are  untrue. 
At  KFC,  Vice-President  Gregg  M.  Reyn- 


olds says  that  it's  not  its  policy 
encroach  upon  franchisees'  terril 
ries.  As  for  Taco  Bell,  a  spok( 
man  says  that  new  stores  have  i 
pacted  less  than  1%  of 
restaurants  nationally. 

Even  so,  some  Texas  legislate 
are  pushing  a  bill  aimed  at  Ta 
Bell  that,   among  other  thin^ 
would  protect  franchisees  frc 
competition  with  company-own 
restaurants,  prevent  franchise  tf 
minations  without  good  cause,  a 
bar  reprisals  against  franchise 
trying  to  organize  themselves 
NO-GO  ZONES.  Ever  since  lo\ 
passed  its  tough  law  last  Ju 
franchisors  have  voted  with  th 
feet:  At  least  22  companies  ha 
said  they  will  quit  franchising 
the  state  until  the  law  chang( 
And  McDonald's  Corp.  is  sui 
over  the  law's  retroactivity.  Fr; 
chisors  say  that  the  law  takes  aw. 
their  right  to  run  their  systems  as  th 
see  fit.  Anti-encroachment  provisioi 
for  example,  bar  food  franchisors  frc 
opening  new  stores  within  a  three-m 
radius  of  existing  franchises  or  whe 
the  population  is  less  than  30,000.  Fr 
chisors  also  fear  that  the  law  gives  i 


I  iiiucli  jidwiT  Id  uie  courts, 
rhe  courts  are  starling  to  side 
;h  franchisees  in  contract  dis- 
tes.  For  years,  courts  ruled  that 
ce  franchisees  signed  the  con- 
cts,  they  were  stuck  with  the 
ms  of  the  deal — no  matter  how 
i-sided — and  threw  out  the  suits, 
t  in  a  recent  case  against  Burger 
ig  Corp.,  a  Florida  federal  court 
d  that  it  will  let  a  jury  decide 
ether  the  company  encroached 
a  franchisee's  territory.  Burger 
ig  "disagrees  with  the  decision" 
i  will  take  steps  to  address  it  if  n 
)  to,  says  General  Counsel  Roger 
Dnison.  For  now,  Burger  King 
1  its  franchisee  association  are 
ing  to  hammer  out  an  encroach- 
nt  policy  that  will  free  the  fast- 
id  operator  to  expand  but  won't 
*t  franchisees,  says  Jerry  Ruen- 
;k,  the  association's  president. 
)ther  franchisors  are  also  taking  ac- 
1.  On  Feb.  11,  11  top  franchisors 
nched  a  mediation  program  to  avoid 
gdXion.  Earlier,  the  IFA  announced  a 
V  Franchisee  Council  and  an  expand- 
ethics  code.  And  the  ifa's  new  chair- 
n  is  promising  an  era  of  conciliation 
1  self-regulation.  "We're  going  to  be 
lusive,"  says  Chairman  Steve  Lynn, 
'e're  going  to  focus  on  what's  right." 


Can  the  industry  be  trusted  to  regu- 
late itself?  Congressman  LaFalce 
doesn't  think  so.  He's  introducing  legis- 
lation that  would  require  more  disclo- 
sure, set  uniform  minimum  standards 
for  franchise  relationships,  and  give 
franchisees  the  right  to  sue  franchisors 
for  violations  of  the  federal  franchis- 
ing law. 

Franchisees  and  regulators  say  the 
proposed  legislation  would  help  readjust 


the  balance  of  power  and  make 
franchising  more  fair.  But  franchi- 
sors say  that  there  are  plenty  of 
laws  on  the  books  already.  To  some 
extent,  that's  true.  Some  15  states 
have  disclosure  laws  regulating  the 
sale  of  franchises,  and  the  other 
states  must  abide  by  the  federal 
franchising  law.  Meanwhile,  13 
states — not  necessarily  the  same 
ones — have  so-called  relationship 
laws  governing  what  franchisors 
and  franchisees  do. 

But  critics  says  this  patchwork  of 
rules  still  leaves  most  franchisees 
unprotected  and  allows  franchisors 
to  unfairly  maneuver  the  system. 
Franchisors  say  that  it  makes  com- 
pliance more  costly  and  cumber- 
some. State  securities  regulators 
are  beginning  to  address  these  con- 
cerns by  making  state  disclosure 
documents  more  consistent  and  easier  to 
use.  By  setting  uniform  minimum  stan- 
dards, the  proposed  federal  legislation 
could  also  help  ease  the  tensions  inher- 
ent in  the  industry.  If  so,  franchising 
will  continue  to  be  a  bright  spot  in  the 
economy  instead  of  a  battlefield  for  dis- 
gruntled franchisors  and  franchisees. 

By  Michele  Galen  and  Laurel  Touby, 
irif/i  Lori  Bongiorno  in  Xeir  York.  Wendy 
Zellner  in  Dallas,  and  bureau  reports 
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BROKERAGES  I 


SANDY  WEILL 
STRIKES  AGAIN 


If  his  Shearson  deal  is  a  go,  it  could  be  a  winner  for  all  involved 


At  American  Express  Co.  head- 
quarters in  lower  Manhattan, 
there  was  a  sense  of  deja  vu. 
Ahiiost  three  years  to  the  day  earlier, 
Primerica  CEO  Sanford  I.  Weill  had  tried 
to  put  together  a  joint  venture  with 
AmEx,  Weill's  former  employer.  The 
venture  would  have  owned  AmEx's 
Shearson  Lehman  Brothers  Inc.  unit. 
But  the  deal  collapsed  when  James  D. 
Robinson  III,  AmEx'  CEO  at  the  time, 
refused  to  commit  himself  to  covering 
unexpected  liabilities  at  Shearson,  leav- 
ing both  Weill  and  Robinson  sorely  dis- 
appointed and  embarrassed. 

Now,  Weill  is  trying  again,  with  a  $1 
billion  bid  for  Shearson's  retail-broker- 
age unit,  disclosed  on  Mar.  9  in  The 
Wall  Street  Journal  and  confirmed  the 
same  day.  There's  a  chance  the  new  of- 
fer won't  fly,  either.  Weill  has  a  history 
of  making  deals  that  fall  through,  from 
his  failed  bid  for  BankAmerica 
Corp.  in  1985  to  his  unsuccess- 
ful attempt  to  buy  Kidder 
Peabody  &  Co.  in 
May,  1992.  And 
the  disposi- 


tion of  Shearson's  considerable  liabil- 
ities, stemming  largely  from  legal  claims 
by  Shearson  customers,  could  again 
prove  a  sticking  point.  Plus,  the  buy  is 
subject  to  approval  by  the  boards  of 
both  companies  and  the  rating  agencies. 

Still,  if  the  deal  isn't  cjuite  ?l  fait  ac- 
compli, it's  very  close.  The  reason:  It's 
one  of  those  rather  rare  cases  where 
everyone  involved — AmEx,  Shearson, 
Shearson's  Lehman  Brothers  division, 
and  Primerica,  as  well  as  Weill  and  his 
old  Brooklyn  friend  Harvey  Golub, 
AmEx'  CEO — should  come  out  winners. 
AmEx  gets  to  unload  an  albatross 
whose  laggard  earnings  have  hurt  its 
bottom  line  and  eaten  more  than  a  billion 
dollars  of  its  capital.  By  adding  Shear- 
son  to  its  Smith  Barney,  Harris  Upham 
&  Co.  brokerage,  Pri- 
merica Corp.  will  be 
able  to  create  a  co- 
lossus, to  be  called 
Smith  Barney 
Shearson,  that 
could  chal- 
enge  indus- 
try giant 


WEILL 

WOULD  MAKE 
SHEARING 
SHEARSON'S 
COSTS  A  PRIORITY 


tl 


ONE  LESS  OBSTACI 
IN  COLUB'S  PATH? 


Merrill  Lynch  &  Co.  The  arrangeme 
should  also  allow  Lehman  Brothers, 
third-largest  U.  S.  investment  bank, 
get  its  independence  from  Shearson  ar 
AmEx,  something  its  management  h; 
long  coveted.  Plus,  the  deal  would  be 
personal  victory  for  Weill  and  Golu 
Weill  would  reclaim  the  brokerage 
virtually  built  from  scratch  and  then  lo 
when  he  sold  it  to  AmEx  in  1981.  (I 
became  AmEx'  president  in  '83  and  i 
signed  in  '85.)  Golub  would  be  able 
expunge  the  major  obstacle  to  his  pi: 
to  rebuild  AmEx. 

Once  Golub  replaced  Robinson  on  Fe 
22,  Weill  moved  fast.  He  approached  G 
lub,  AmEx  officials  say.  Weill  found 
receptive  audience  in  Golub,  whose  mo 
pressing  problem  was  to  quickly  ste 
Shearson's  losses. 

Weill  offered  Go- 
lub a  way  out.  In- 
stead of  a  joint  ven- 
ture, the  two  began 
talking  about  a 
straight  asset  sale 
of  Shearson's  re- 
tail-brokerage busi- 
ness alone.  "It 
leaves  AmEx  more 
manageable,  easier 
to  understand,  and 
stronger,  having 
rid  itself  of  its  major  problems,"  sa 
analyst  E.  Wilson  Davis  of  Gera 
Klauer  Mattison  &  Co. 
STRIKING  DISTANCE.  It  also  leaves 
door  open  for  AmEx  to  sell  Lehm 
Brothers  as  early  as  this  year.  Becau 
of  the  asset-sale  structure,  the  $1  bill! 
that  AmEx  would  get  from  sellii 
Shearson  would  remain  in  Lehman,  s- 
sources  close  to  the  transaction.  Tl 
would  considerably  shrink  the  equi 
Lehman  would  require  to  be  spun  o 
putting  it  within  striking  distance  of 
stand-alone,  single-A  rating,  say  sourc 
at  the  investment  bank.  Further,  L( 
man  could  write  down  the  large  amoii 
of  goodwill  left  from  the  1988  acquisiti 
of  E.  F.  Hutton  &  Co.  and  get  She! 
son's  fixed  assets  off  of  its  books.  "H; 
vey  gets  a  two-step  exit  strategy  wi 
the  value  accruing  to  Lehman  Broi 
,"  says  one  Shearson  executive. 
Finally,  Lehman  Brothers  could 
judged  on  its  own  achievemen 
without  the  poor  earnings  of  t 
Shearson  retail  division  obscurr 
its  own  lucrative  results — $2 
million  in  earnings  in  1992,  s 
^  Lehman  sources.  Under  t 
deal,  Lehman  would  keep 
own  retail  division,  with  750  b: 
kers  spread  among  seven  offices  ( 
mestically  and  more  than  a  dozen  offic 
internationally.   Lehman  Brothers' 
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iidfiils,  J.  'romiN'oii  Hill 
Richard  S.  Fukl  .Ir.,  will 
■  their  chance  t(  turn 
and  all  of  Shearson  Leh- 
1  Brothers.  But  running 
man  Brothers,  as  they're 
acted  to  do,  isn't  a  bad 
solation  prize.  "They 
e  prepared  to  turn  Shear- 
around  the  long  way,  but 
vey  was  not,"  says  an 
Ex  official.  A  Shearson 
man  Brothers  spokesman 
ined  to  comment  beyond 
■'irming  that  discussions  between  Pri- 
ica  and  AmEx  were  under  way. 
he  biggest  winner  of  all  may  be  Pri- 
ica,  which  saw  its  stock  run  up  more 
1  $4  on  the  Shearson  acquisition 
s.  Smith  Barney,  with  only  2,400  bro- 
had  been  runing  the  risk  of  being 
small  to  be  an  effective  player.  The 
tion  of  Shearson's  8,500  brokers 
ins  that  the  new  Smith  Barney 
irson  will  have  10,900  brokers — al- 
t  as  many  as  Merrill  Lynch's  11,500. 
lerica  will  also  get  Shearson's  lucra- 
money-management  business,  with 
billion  under  management. 
)r  Weill,  owning  Shearson  has  great 
onal  significance.  Known  as  a  bot- 
•fisher  and  a  ruthlessly  cost-con- 
is  manager,  Weill  hopes  to  be  able 
0  to  Shearson  what  AmEx  couldn't: 
it  into  a  big  moneymaker.  He  is 
;cted  to  improve  profits  by  getting 
irson's  bloated  costs  under  control. 
R  LEGACY.  But  while  the  positives  of 
Shearson  sale  should  outweigh  the 
itives,  problems  lurk  underneath  the 
loria  of  the  biggest  brokerage  deal 
he  1990s.  AmEx  has  agreed  to  as- 
e  legal  liabilities  that  have  been  in- 
ed to  date  by  Shearson,  say  people 
3  to  the  deal,  with  Primerica  assum- 
any  liabilities  going  forward  and  the 
companies  using  a  formula  to  calcu- 
liabilities  in  the  interim  period  be- 
the  deal  closes.  "We  must  continue 
ay  for  what  is  in  the  pipeline,"  says 
AmEx  executive. 

lat  amount  could  be  considerable. 
T  Prudential  Securities  Inc.,  Shear- 
is  believed  to  have  been  the  biggest 
r  of  failed  limited  partnerships  in 
1980s,  a  product  that  has  cost  the 
:erage  industry  millions  in  settle- 
ts.  Shearson  is  also  potentially  on 
hook  for  damages  resulting  from 
t  Capital  Corp.,  a  failed  California 
't  that  is  part-owned  by  Shearson, 
Computervision,  a  Shearson  stock 
ring  that  went  sour.  While  Shearson 
rved  some  $90  million  in  1992's 
th  quarter  for  liabilities,  the  tab 
d  run  higher. 

nEx  may  also  have  to  contend  with 
lities  created  by  Lehman's  retail  di- 
:'n.  Its  highly  aggressive  sales  force 
'■!rates  almost  twice  as  much  commis- 
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sion  income  per  household  as  Shearson 
brokers.  But  Lehman  brokers  have  also 
been  a  frequent  target  of  regulators.  In 
April,  1991,  for  instance,  Shearson,  with- 
out admitting  or  denying  guilt,  agreed  to 
pay  the  New  York  Stock  Exchange  a 
$750,000  fine  for  violations  at  Lehman.  A 
Shearson  spokesman  says  the  Lehman 
division's  compliance  problems  have 
been  cleaned  up. 

Another  potential  problem  for  Leh- 
man is  that  its  investment  bankers  may 
have  a  harder  time  recruiting  clients. 


Under  the  deal,  Lehman 
Brothers  will  lose  its  ability 
to  distribute  securities 
through  the  giant  Shearson 
retail-brokerage  arm,  which 
has  been  its  main  selling 
point  with  corporate  issuers. 

Weill  may  have  a  few  trou- 
bles of  his  own:  Melding 
Smith  Barney  and  Shearson 
won't  be  a  breeze.  Smith 
Barney  brokers,  who  cater  to 
high-net-worth  individuals 
and  preach  the  virtues  of  be- 
ing small,  may  be  unhappy  being  part  of 
a  megabroker.  "It's  probably  a  positive 
for  us,"  says  one  big  retail  competitor. 
"There  will  be  turmoil  at  both  firms  and 
definitely  a  period  of  digestion  where  we 
can  pick  up  some  people." 

Still,  Weill  and  Golub  think  the  Shear- 
son  deal  is  well  worth  any  morning-after 
problems  that  may  arise.  Indeed,  the 
chances  seem  high  that  down  the  road, 
the  two  friends  from  Brooklyn  will  have 
plenty  of  anniversaries  to  celebrate. 

By  Leah  Nathans  Spiro  in  Mew  York 


DEALS  I 


DID  RIKLIS 

PLAY  IT  STRAIGHT? 


Not  with  E-II,  says  Carl  Icahn,  in  his  battle  to  control  the  company 


s 


washbuckling  financier  Meshulam 
jRiklis  is  often  down  but  rarely 
out.  Two  years  ago,  he  got  booted 
from  ailing  E-II  Holdings  Inc.  amid 
charges  that  he  was  milking  the  compa- 
ny. But  Riklis  is  still  a  player  in  a  nasty 
battle  for  control  of  E-II,  which  last 
summer  filed  for  bankruptcy.  The  com- 
pany's holdings  in- 
clude Samsonite  lug- 
gage, Culligan  water 
purification  system.-;, 
and  Botany  500 
men's  suits.  The 
fight,  spearheaded 
by  raider-vulture  in- 
vestor Carl  C.  Icahn, 
illustrates  how  1990s 
dealmeisters  are  of- 
ten finding  the  best 
pickings  in  corporate 
junk  heaps. 

E-II's  dissident 
creditors  forced  Rik- 
lis out  in  late  199(1. 
Riklis,  though,  was 
able  to  install  his 
longtime  pal,  Steven 
J.  Green,  as  chief  ex- 
ecutive. Then,  in  ear- 


RIKLIS:  DID  HE  USE  E-II  CASH 
TO  PROP  UP  OTHER  SUBSIDIARIES? 


ly  1992,  Icahn  bought  almost  one-third 
the  junior  debt  on  the  cheap  and  prompt- 
ly became  the  dissidents'  ringleader. 
Icahn  blocked  Green's  bid  to  restructure 
E-II  out  of  court  and  pushed  it  into 
bankruptcy,  where  as  a  creditor  he  has 
more  clout.  Now,  Icahn  is  trying  to  take 
control  of  E-II  by  painting  Green  as  a 
Riklis  front,  a 
charge  that  Green 
denies.  The  entire 
matter  is  expected  to 
come  to  a  head  in 
April  when  creditors 
vote  on  Green's 
scheme  to  take  E-II 
out  of  Chapter  11. 
This  would  leave 
Green  as  CECj  and  in- 
stall another  large 
bondholder  as  major- 
ity shareholder:  for- 
mer Drexel  Burn- 
ham  Lambert  Inc. 
investment  banker 
Leon  D.  Black,  who 
is  Icahn's  nemesis 
and  Green's  ally.  By 
sowing  doubts  about 
Green  and  offering 
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creditors  147'  to  257'  more  cash  for  their 
bonds,  Icahn  hopes  to  defeat  the  Green 
plan,  tiien  push  through  his  own  (table). 

Icahn's  central  complaint  is  that  Rik- 
lis,  as  CEO,  transferred  more  than  $500 
million  from  E-II's  coffers  to  prop  up 
other  limping  Riklis  enterprises,  notably 
McCrory  Corp.,  a  five-and-dime  chain 
also  in  Chapter  11  since  Feb.  21.  Green, 
Icahn  claims,  was  a  party  to  this,  which 
Green  also  denies.  The  flamboyant  Rik- 
lis, 69,  who  lives  in  the  old  Los  Angeles 
mansion  of  Douglas 
Fairbanks  and  Mary 
Pickford,  is  a  study  in 
brazen  ness — whether 
it's  pushing  the  prob- 
lematic singing  career 
of  his  wife,  Pia  Zadora, 
or  shuffling  finances. 

MONEY  SHUFFLE.  Riklis' 

moves  with  E-II  cash 
were  dazzling.  In  De- 
cember, 1989,  he  had 
the  company  buy  the 
money-losing  Bargain 
Time  Inc.  retail  chain 
from  McCrory  for  $170 
million  plus  preferred 
stock.  Six  months  later, 
he  shut  down  Bargain 
Time,  which  dumped 
its  $221  million  loss 
onto  E-II's  books.  In 
August,  1990,  E-II  paid 
$l(i  million  for  a  group 
of  California  television 
stations  owned  by  a 
Riklis-con trolled  part- 
nership. E-II  also  has 
paid  millions  to  other 
subsidiaries  of  his  Rik- 
lis Family  Corp.  for  of- 
fice rental,  manage- 
ment services,  and 
computer  time.  And 
under  Riklis'  plan  to 
reorganize  McCrory, 
whicli  he  ac(}uired  in 
19(iO,  he  would  expand 
his  90'  ;  McCrory  stake 
to  100' V  while  "at  the 
same  time  wiping  out 
E-II's  $100  million  in 
the  retailer's  preferred 
stock.  Riklis,  who 
would  not  comment,  argues  in  court 
papers  that  he  was  within  his  rights 
to  yank  money  out  of  E-II,  a  Riklis 
subsidiary. 

To  appease  Icahn  and  his  cohorts. 
Green  has  agreed  to  set  up  an  indepen- 
dent mechanism  to  sue  Riklis  for  the 
money  pulled  out  of  E-II.  The  action 
would  create  a  $10  million  trust  fund  for 
legal  bills  and  ensure  that  an  autono- 
mous trustee  pursues  the  claims.  Any 
proceeds  would  go  to  creditors.  Green 


RIKLIS  AHD  THE 
E-II  ESCAPADE 


1988  Meshulam  Riklis  buys 
debt-burdened  E-II  Holdings 
from  American  Brands  for  $1 .2 
billion  and  assumption  of  $1.5 
billion  in  debt 


DECEMBER,  1990  Riklis  is 
forced  out  by  bondholders  out- 
raged over  his  use  of  E-II  funds 
for  other  activities.  Steven 
Green,  a  Riklis  associate,  be- 
comes nev/  CEO 


JULY  15,  1992  A  bondholder 
revolt,  led  by  financier  Carl 
Icahn,  scuttles  Green's  restruc- 
turing plans.  Ailing  E-II  files  for 
Chapter  1 1 


SEPT.  27,1992  Under  bond- 
holder pressure,  E-II  announces 
a  plan  to  sue  Riklis  for  the 
$500  million  or  so  he  allegedly 
drained  from  the  company 


JAN.  22,  1993  Icahn  files  a 
proposal  to  take  over  E-II.  He 
charges  that  CEO  Green  is  too 
close  to  Riklis  and  that  the  plan 
to  sue  Riklis  is  a  sham,  which 
Green  denies 


APRIL,  1993  The  court  is  ex 
pected  to  rule  on  Green's  blue- 
print for  bringing  E-II  out  of 
bankruptcy  and  legally  pursu- 
ing Riklis,  who  says  he  had  the 
right  to  remove  money  from  E- 
II,  which  was  his  company 


DATA:  COURT  DOCUMENTS,  BW 


insists  that  he  will  have  no  control  over 
the  legal  assault  on  his  friend.  The  bank- 
ruptcy court  concurred  on  Jan.  29  that 
the  litigation  fund  is  an  adequate  instru- 
ment to  do  the  job.  Icahn,  nevertheless, 
contends  that  the  legal  apparatus  is  pur- 
posely flawed:  "Riklis  will  be  able  to 
hold  it  up  forever"  by,  among  oth»?r 
things,  filing  counterclaims  for  money 
he  put  into  E-II. 

What  really  irks  Green  is  that  Icahn 
wants  the  trustee  to  go  after  Green,  too. 

During  an  abortive 
peace  meeting  last 
spring  at  a  French  res- 
taurant in  suburban 
Banksville,  N.  Y., 
Icahn  accused  Green  of 
being  part  of  the  Riklis 
cabal  that  depleted  E- 
II's  till.  Green  respond- 
ed that,  up  to  Riklis' 
departure,  he  was  out 
of  that  loop  because  he 
was  only  an  underling 
who  handled  divesting 
company  assets. 

"Carl,  why  would 
you  sue  the  man  who'll 
run  the  company?" 
Green  demanded. 

"Steve,  I  don't  want 
you  to  run  the  compa- 
ny," Icahn  retorted. 

There's  no  doubt 
that  Riklis  and  Green 
remain  friends.  "I'm 
concerned  for  his  well- 
being,"  says  Green,  47, 
who  calls  the  financier 
"Rik."  "But  from  a 
business  point  of  view, 
I've  been  objective,  and 
the  creditors  know 
that."  The  two  met 
when  they  did  a  real 
estate  deal  a  decade 
ago.  Before  his  remov- 
al, Riklis  gave  Green  a 
$7  million  bonus.  Green 
also  had  a  10','  piece  of 
Riklis'  TV-station  deal, 
but  he  says  he  merely 
got  his  money  back 
when  E-II  bought  the 
broadcast  operation. 
The  pair  still  have  numerous  joint  real 
estate  dealings.  According  to  court  pa- 
pers, McCrory  leases  56  locations  from 
Shadi'all  Associates,  which  is  46-A  owned 
by  Green  and  E-II's  chief  financial  offi- 
cer. Shadrall's  yearly  rental  income  from 
the  retail  chain  is  $4.1  million,  although 
McCrory  wants  to  shed  more  than  half 
the  leases  as  part  of  its  Chapter  11 
downsizing.  For  three  years,  Green's 
Auburndale  Management  Co.  received 
$200,000  monthly  from  McCrory  for  con- 


sulting work.  McCrory's  imminent ' 
ruptcy  apparently  ended  that  on  Ja 
Green  finds  nothing  wrong  with 
dealings  since  they  don't  directly  e 
E-II's  operations. 

PAC-MAN  PLAY.  E-II  has  had  a  turb 
history.  In  1987,  Chicago  entrepn 
Donald  P.  Kelly  was  looking  for  i 
low-up  venture  after  he  sold  Es 
Inc.  (Swift  meats),  so  he  launched 
by  cobbling  together  a  bunch  of  si 
brand  names  including  Samsonite. 
after  Kelly  tried  to  use  E-II  to  take 
American  Brands  Inc.,  he  ended  u| 
ing  his  new  company  to  the  target 
epic  "Pac-Man  defense"  battle, 
mayed  over  E-II's  $1.5  billion  debt 
den,  American  Brands  promptly  ui 
ed  the  outfit  on  an  eager  Riklis  foi 
billion,  plus  assumption  of  debt.  1 
hired  his  buddy,  Green,  to  lop 
through  asset  sales. 

After  the  Riklis  ouster,  Green 
done  a  creditable  job  revamping  1 
operations.  He  stopped  paying  int 
on  the  debt,  now  $1.2  billion,  so  he 
plow  money  into  advertising  and 
ness  development,  especially  over 
Culligan  landed  a  contract  to  build 
salinization  plant  in  Sardinia,  and  B( 
500  opened  a  store  in  Moscow.  ( 
moved  the  company  out  of  Trump  T 
into  less  pricey  New  York  City  dig; 
sold  off  its  three  aircraft.  The  1: 
result:  Net  sales  climbed  9.4%  in 
and  operating  income  went  up  10.7 

The  bankruptcy-court  tussle  over 
trol  of  E-II  focuses  on  the  value  o 
company,  which  determines  how  mi 
available  to  pay  off  cr-editors.  An 
financed  appraisal  by  Bear,  Stear 
Co.  places  that  between  $125  millior 
$225  million.  Under  this  scenario,  ( 
ally  Black,  whose  Apollo  Invest 
Fund  controls  the  largest  amount  ( 
nior  debt,  would  be  able  to  convei 
bonds  to  just  over  half  of  E-II's  ec 
Icahn  ar-gues  that  E-II  has  a  much 
er  valuation — enough  to  provide 
cash  to  cr-editor's  and  thwart  Black's 
ver-ting  enough  debt  to  take  contro 

Bitter  about  Icahn's  tactics  of  gu: 
association,  Green  contr-asts  his  pt 
mance  with  Icahn's  disastrous  tenu 
head  of  Trans  World  Airlines  hi 
haven't  laid  off  any  of  our  11,000 
pie,"  he  says.  "Ask  them  if  they 
Carl  Icahn  in  char-ge."  Icahn,  how 
may  just  be  playing  his  familiar  gar 
buying  distressed  debt  cheaply 
bought  his  E-II  junior  bonds  for  4' 
the  dollar- — then  pressuring  mar 
ment  to  buy  him  out  at  a  much  hi 
price.  Pondering  these  machination 
II  cr-editors  are  likely  asking  themst 
Who  is  the  worst  bogeyman,  Carl  1 
or  Meshulam  Riklis'.' 

Bi/  Larry  Light  hi  New 
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HY  THE  RALLY  IN  STOCKS 
)ULD  HAVE  LEGS 


market  watchers  see  advances  of  an  additional  10%  and  up 


■  lie  topsy-turvy  world  of  stock-mar- 
jt  indicators,  excessive  optimism  is 
5  welcome  as  a  stake  through  the 
;.  Widespread  hopelessness,  on  the 

■  hand,  is  a  contrarian  sign  of  better 
;  ahead.  So  when  stocks  climbed  to 
■d  highs  on  Mar.  8  and  10,  the  angst 
'all  Street  was  almost  palpable.  Oh 

have  things  gotten  too  good? 
fact,  this  seems  to  be  one  of  those 
;  when  a  market  record  is  an  occa- 
for  celebration,  not  mourning.  In  all 
hood,  the  current  rally  has  a  ways 
I  before  it  stalls.  True,  much  of  the 
entum  is  caused  by  an  onrush 

from  institutional  investors  and 
al  funds,  reacting  to  the  plunge 
3st  rates — an  infusion  of  capital 
could  easily  reverse  if  rates  climb. 
;o  long  as  rates  are  steady  or  declin- 
-and  chances  favor  that — the 
for  stocks  will  remain  unshaken, 
bond  market  has  been  very  strong, 
)onds  usually  lead  the  stock  market 
iree  to  six  months,"  observes  Rob- 
.  Ritter,  director  of  research  at  La- 
arg,  Thalmann  &  Co. 

1  RATE.  One  source  of  reassurance 
it  the  market  rally  is  broad-based. 
1-capitalization  stocks,  which  were 
iced  in  the  sell-off  that  followed  ini- 
eaction  to  President  Clinton's  eco- 

2  plan  on  Feb.  15,  have  climbed 
But  the  rally  has  been  equally  vi- 
in  the  larger  stocks,  such  as  the 

onents  of  the  Dow  Jones  industrial 
ige  and  the  Standard  &  Poor's  500- 

index  (charts).  And  the  reason  for 
ally  pretty  much  boils  down  to  one 
:  rates.  With  30-year  Treasuries 
ng  6.8'A',  money  is  pouring  into 
5  on  the  theory  that  rates  will  fall 
'urther.  Money  is  also  pouring  into 
s  on  the  theory  that  bond  rates  are 
3w.  "The  bond  market  has  been  a 
eeding,  self-propelling  influence," 

Eric  T.  Miller,  chief  market  strate- 
it  Donaldson,  Lufkin  &  Jenrette  Se- 
es Corp. 

dining  rates  have  forced  analysts 
jigger  their  market-valuation  mod- 
for  the  better.  Shearson  Lehman 
lers  strategist  Elaine  M.  Garzarelli 
ms  that,  as  a  result  of  the  rate  de- 
a  fair  price-earnings  multiple  for 
&P  index  would  be  17.6.  When  that 
iltiplied  by  estimated  1993  earnings 
!8.50,  the  S&P's  fair  value  is  502. 


Since  it's  now  455  or  so,  the  market  has 
about  lO'/f  to  go — by  that  reckoning.  If 
1994  earnings  are  factored  in,  the  fair 
value  would  be  537,  or  18%  higher. 

That,  at  least,  is  the  theory.  And  as 
money  streams  into  the  market,  the  bull- 
ish case  is  becoming  a  self-fulfilling 
prophecy.  The  market  is  liquid  as  never 
before:  There's  a  tidal  wave  of  cash  that 
dwarfs  even  the  headiest  days  of  the 
1980s.  Much  of  it  comes  from  pension 
funds  that  simply  cannot  meet  their  to- 
tal-return assumptions  by  buying  bonds 
that  yield  less  than  7%.  Up  through 


worth  of  trading.  That's  close  to  the  all- 
time  high  of  7.2. 

Where  is  all  this  cash  likely  to  wind 
up?  Ritter  expects  that  investor  'cash 
will  pour  into  a  wide  swath  of  economi- 
cally sensitive  "Clinton  stocks" — rate- 
driven  financial  and  utility  stocks,  as 
well  as  some  cyclicals  and  stocks  likely 
to  benefit  from  protectionism,  such  as 
autos  and  semiconductors.  Garzarelli  is 
also  advising  investors  to  play  the  mar- 
ket through  cyclicals,  especially  technol- 
ogy. She  also  likes  steel,  autos,  building 
materials,  and  homebuilding  stocks. 
TAILSPIN?  True,  the  picture  is  not  entire- 
ly free  of  clouds.  Skeptics  argue  that  a 
liquidity-driven  market  is  an  inherently 
shaky  market.  E.  Michael  Metz,  a  mar- 
ket strategist  at  Oppenheimer  &  Co.,  be- 
lieves that  the  market  is  fully  valued 
and  that  a  change  in  investor  psycholo- 
gy, perhaps  caused  by  an  upturn  in 
rates,  could  send  it  into  a  tailspin. 

Metz  recommends  that  investors  keep 
a  high  cash  position — and  he  is  not 
alone.  Ritter  notes  that  one  survey 
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early  March,  equity  funds  took  in  $24 
billion  in  investor  cash — 70%  more  than 
the  $14  billion  realized  a  year  ago,  notes 
Robert  Adler,  who  heads  AMG  Data  Ser- 
vices, which  tracks  inflows  to  mutual 
funds.  That  has  given  funds  a  mammoth 
hoard  of  cash  to  invest  in  stocks.  Such 
cash  flows  are  gauged  by  dividing  fund 
cash  positions  into  the  value  of  total 
trading  volume.  Normally,  the  funds 
have  cash  equal  to  6.0  days  of  volume. 
Laszlo  Birinyi,  head  of  the  Birinyi  Asso- 
ciates research  boutique,  notes  that 
funds  now  have  enough  to  buy  6.7  days 


shows  market  technicians  recommending 
that  investors  cut  their  equity  exposure 
from  66%.  to  50%.  At  Smith  Barney,  Har- 
ris Upham  &  Co.,  options-and-futures 
whiz  Timothy  C.  Ng  notes  that  institu- 
tional investors  are  hedging  their  portfo- 
lios by  buying  "put"  options  hand  over 
fist.  That  has  driven  up  the  price  of 
puts,  which  rise  when  share  prices  fall. 
Such  nervousness  is,  of  course,  bullish. 
Only  when  the  ranks  of  the  bears  thin 
out  is  it  time  to  head  for  the  cave. 

By  Gary  Weiss,  with  Jeffrey  M. 
Laderman,  in  New  York 
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MULFORD  AT  CANARY  WHARF 


WILL  ADVANCE  AND  CEMENT  COOPERATION  WORLDWIDE' 


THE  NEW  REFEREE 
AT  CS  FIRST  BOSTON 


Can  David  Mulford  stop  the  intramural  squabbling? 


Oil  paper,  it's  the  international  in- 
vestment banking  world's 
"Dream  Team."  Led  by  talented 
executives  in  New  York,  London,  and 
Tokyo,  and  backed  by  a  wealthy  Swiss 
parent,  CS  First  Boston  Group  (CSFB)  has 
all  the  elements  of  a  global  financial 
powerhouse.  In  practice,  though,  it's  a 
long  way  from  the  Olympics. 

For  years,  bruising  rivalries  among 
csfb's  three  geographic  divisions — First 
Boston  Corp.  in  New  York,  Credit  Suisse 
First  Boston  in  London,  and  CS  First 
Boston  Pacific  Inc.  in  Tokyo — have  kept 
the  firm  from  reaching  its  potential. 
Profits  for  the  group  have  been  erratic 
(chart).  Now,  CSFB  seems  headed  for  a 
major  overhaul.  On  Mar.  4,  Hans-Jorg 
Rudloff,  chairman  of  CSFB's  European 
operations,  was  replaced  by  David  C. 
Mulford,  the  U.  S.  Treasur-y's  toj)  inter- 
national official  for  eight  years.  Even 
senior  CSFB  executives  in  London  were 
surprised  by  the  switch — viewed  as  the 
handiwork  of  Rainer  E.  Gut,  chairman 
of  parent  CS  Holding  and  John  M.  Hen- 
nessy,  CSFB's  chairman.  The  55-year-old 
Mulford  just  joined  the  CSFB's  New  York 
unit  last  November. 

Rudloff,  for  his  part,  is  being  kicked 
upstairs  to  the  board  of  Zurich-based  CS 
Holding,  owner  of  a  64'a  stake  in  CSFB 


and  the  Swiss  bank  Credit  Suisse.  Al- 
though Rudloff  says  he  will  be  oversee- 
ing European  strategy,  he  will  be  losing 
his  key  London  power  base. 
LOW  PAY.  The  shakeup  in  London  comes 
(inly  days  after  troubles  surfaced  in 
New  York.  Thomas  Sexton,  head  of  the 
key  New  York-based  fixed-income 
group,  recently  resigned,  along  with  26 
])rofessionals  in  the  fixed-income  area. 
Ten  energy  investment  bankers  defected 
to  Merrill  Lynch  &  Co.  A  common  com- 
plaint, according  to  New  York  headhunt- 
er  Joan  Zimmerman  of  G.  Z.  Stejjhens, 
was  frustration  with  compensation  that 
was  low  by  Wall  Street  standards  and 
held  down  by  weak  performances  in 
London  and  Tokyo.  Archibald  Cox  Jr., 
First  Boston's  CEO,  admits  the  dissatis- 
faction with  pay  levels, 
but  he  insists  that  the 
departures  won't  hurt 
performance. 

Mulford's  job  is  to 
boost  international  prof- 
itability by  smoothing 
relations  between 
CSFB's  various  units, 
but  he  won't  have  an 
easy  time.  The  New 
York,  London,  and  To- 
kyo operations  have  a 
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history  of  acting  more  like  rivals  thj 
partners.  "These  are  still  three  firmi 
sniffs  one  rival,  "when  other  banks  < 
proach  the  world  as  one." 

Mulford  is  inheriting  other  seric 
problems.  Goldman,  Sachs  Internatioi 
Ltd.  analyst  Susan  E.  Sternglass  figui 
that  in  1992,  London  generated  less  th 
.$20  million  in  earnings,  as  much  as  2 
below  199rs  level.  The  firm  was  ha 
mered  by  the  currency  turmoil  in  I 
rope  and  high  ojierational  costs.  In  int 
national  equity  deals,  which  the  Lone 
unit  pioneered,  the  unit  slipped  to  fi 
place  in  1992,  with  just  6.57'  of  the  m 
ket.  And  even  before  it  moved  into  i 
half-empty  office  building  it  owns  in  ( 
nary  Wharf,  the  London  unit  was  fon 
to  take  property  write-offs  there,  si 
one  source. 

STRONG  TIES?  In  hindsight,  Rudloff's 
parture  should  not  have  been  a  total  s 
prise.  As  London  chief  during  the  198 
he  acquired  a  vaunted  reputation  as 
innovator  and  industry  celebrity.  I 
now  he  is  taking  some  of  the  blame 
frosty  relations  between  London  a 
New  York.  Rivals  and  csFB  insiders  al 
say  London  has  been  reluctant  to  p: 
European  clients  to  New  York  to  de\ 
op  U.  S.  financings.  In  fact,  the  flow  I 
been  largely  the  other  way.  Witness  t 
recent  $2  billion  Chrysler  Corp.  glo 
equity  deal,  which  First  Boston  scooi 
in  the  U.  S.  and  passed  along  to  Lond 
A  similar  deal  is  shaping  up  for  I 
Nabisco  Inc.'s  global  equity  deal,  wo 
$1.7  billion.  In  New  York,  Cox  says  si 
problems  are  on  the  wane.  "We  hi 
seen  and  will  continue  to  see  more  co 
eration,"  he  says. 

Mulford  is  singing  the  same  tune, 
will  advance  and  cement  cooperat 
worldwide,"  Mulford  says.  "I  need 
make  absolutely  clear  that  $1  of  rever 
generated  in  New  York,  London,  or  ' 
kyo  is  as  good  as  anywhere  else." 

But  it  is  not  clear  that  Mulford  is  i 
ally  suited  for  this  task.  In  Washing' 
he  accjuired  a  reputation  for  abrasi 
ness — although  he  did  get  good  mark.' 
team-building.  While  well-known  for 
work  on  Latin  American  debt,  Mulfi 
is  still  an  unfamiliar  figure  at  CFSB.  ] 
main  asset  is  a  close  relationship  w 
both  Credit  Suisse's  ( 
and  CSFB's  Hennes 
formed  when  the  th 
were  young  banki 
back  in  the  1960s  j 
l!)70s.  But  those  1 
could  be  strained 
CSFB's  global  fortui 
fail  to  improve. 

By  Richard  A.  Melc 
in  London,  with  Li 
Sat h (HIS  Spin)  in  l 
York 
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rHY  TURNER  AND 
&RAMOUNT  WOULD 
lAKE  SENSE 


Wall  Street,  Turner  Broad- 
Bcasting   System   is  making 
i^F  news. 

n  the  past  month,  the  giant  cable- 
3vision  programmer  has  been  the 
iter  of  takeover  rumors,  including 
iculation  that  Capital  Cities/ABC 
nted  to  acquire  Turner.  All  that  at- 
tion  kicked  up  the  stock  to  23  a 
ire  in  early  February.  But  the  ru- 
rs  cooled,  and  disappointing  fourth- 
irter  earnings  helped  drop  the  stock 
19  by  early  March.  Now,  it  has  start- 
heating  up  again,  to  22.  The  reason: 
w  rumors  that  the  company  is  being 
■sued  by  Paramount  Communica- 
is  and  that  Turner's  major  share- 
ders  now  agree  to  either  a  merger 
acquisition. 

Paramount  is  viewed  as  the  most  ac- 
table suitor  to  Turner's  big  stake- 
ders:  Tele-Communications,  a  cable- 
operator  with  a  237f  stake,  and  Time 
rner,  which  holds  a  20.87'  interest, 
•hairman  Ted  Turner,  who  is  be- 
ed  eager  to  devote  more  time  to  his 
lily  and  pet  projects  on  the  environ- 
nt,  is  said  to  have  received  the  go- 
sad  from  top  executives  at  Time 
.rner  and  Tele-Communications, 
ich  controls  three  of  the  seven  seats 
d  by  cable  operators  on  Turner's 
,rd.  These  cable  operators  rescued 
•ner  in  1987  when  it  found  itself  in  a 
mcial  bind.  They  oppose  any  deal 
ing  control  of  Turner  to  TV  industry 
ds,  mainly  the  networks. 
!ONG  BUY.  Time  Warner,  which  has 
)licly  stated  that  it  will  sell  its  inter- 
in  Turner,  has  the  first  option  to 
r  Turner's  Cable  News  Network, 
me  Warner  could  well  decide  to  ex- 
ise  its  right  to  buy  CNN  in  case 
•ner  is  sold,"  says  entertainment  an- 
st  Dennis  McAlpine  at  Josephthal 
)n  &  Ross.  Turner  also  owns  other 
hly  rated  cable  networks,  including 
;  SuperStation  and  the  Cartoon 
mnel,  launched  in  October. 
Turner  would  make  a  very  attrac- 
;  strategic  partner  to  Paramount  or 
■  any  of  its  other  suitors,"  says  Op- 
iheimer  analyst  Jessica  Reif,  who 
ently  rated  Turner  a  strong  buy. 
?n  without  a  deal,  she  thinks  the 
:-k  will  run  up  to  26.  "That  is  an 
*edibly  conservative  value,"  she  ar- 
is.  Also  bullish  is  Tom  Wolzien,  ana- 


TURNER  BROADCASTING 
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lyst  at  Bernstein  Research,  who  says 
Turner  is  the  most  undervalued  in  the 
video-media  group.  A  deal  with  Para- 
mount, he  thinks,  "would  be  logical  be- 
cause it  gives  both  companies  new 
products  and  broader  markets." 

Investor  Mario  Gabelli,  who  holds  a 
5.57  stake  in  Paramount,  says  the  en- 
tertainment giant  is  looking  to  actjuire 
"a  company  that  travels  well  around 
the  world,  and  Turner  is  one  good  ex- 
ample of  that."  Paramount  Chairman 
and  CEO  Martin  Davis,  he  adds,  is  "ori- 
ented towards  megadeals,  and  this 
would  be  one  of  those."  And  if  it  hap- 
pens, the  stock  could  be  worth  35. 
Turner,  Paramount,  and  Time  Warner 
declined  comment. 


STRAIGHT  TALK 
ABOUT  WARNACO 


Warnaco's  investment  bank  is 
no  less  than  prestigious 
Morgan  Stanley,  which 
helped  underwrite  its  initial  stock  of- 
fering in  1991  and  a  subsequent  sec- 
ondary offering.  But  Morgan's  high 
visibility — and  scrupulous  analysis — 
could  also  become  a  liability. 

That  proved  to  be  the  case  after 
Warnaco,  a  major  maker  of  women's 
intimate  apparel  and  menswear,  came 
out  with  its  fourth-quarter  earnings  on 
Feb.  11.  Morgan  analyst  Sharon  Rap- 
paport  retained  her  buy  rating  on  War- 
naco, although  she  noted  in  an  internal 
report,  dated  Feb.  17,  that  "there  was 
a  shortfall"  in  Warnaco's  noncore  busi- 
nesses, which  prompted  her  to  cut  her 
1993  estimate  from  $2.75  to  $2.35. 

That  was  enough  for  the  bears.  Tliey 
sold  the  stock  short,  and  by  Feb.  18,  it 


was  down  to  27  from  33%  just  a  week 
before.  The  shorts  believed  that  if 
Warnaco's  own  investment  banker  ex- 
pressed concern,  the  company  must 
really  be  in  trouble. 

However,  other  analysts  didn't  quite 
agree.  William  Smith  and  Catherine 
Blednick  at  Smith  Barney,  Harris 
Upham  issued  a  buy  rating  on  Feb.  23, 
noting  that  Warnaco  was  unduly  pun- 
ished in  the  wake  of  a  slight  revenue 
disappointment  in  a  difficult  environ- 
ment for  apparelmakers.  The  "funda- 
mentals are  much  more  robust  than 
the  stock  price  suggests,"  says  Smith. 
Morgan's  Rappaport  raised  her  1993 
estimate  to  $2.'75  from  $2.35 — the  same 
day.  But  to  Warnaco,  the  harm  had 
been  done.  The  irony  was  that  the  com- 
pany's 1992  earnings  of  $2.01  met  Mor- 
gan's expectation  of  $2.  The  stock 
closed  at  28%  on  Mar.  9.  To  some  pros, 
it's  a  buy  at  this  level. 


PET:  WHO  WILL 
SWALLOW  IT  NEXT? 


Pet,  a  producer  of  specialty  pack- 
aged foods  including  such 
brand-name  products  as  Old  El 
Paso  Mexican  foods  and  Progresso 
soup,  may  soon  find  itself  in  another 
buyout  deal — if  some  takeover  inves- 
tors are  right.  Pet  was  spun  off  to 
shareholders  of  the  conglomerate 
Whitman  in  1991.  Whitman  first  ac- 
quired Pet  in  1978  when  Whitman  was 
known  as  I('  Industries.  But  as  part  of 
a  restructuring,  Whitman  got  rid  of 
Pet.  So  what's  next  for  the  foodmaker? 

Another  takeover,  say  some  j)ros, 
who  insist  that  Philip  Morris  and  Bor- 
den have  been  eyeballing  Pet  as  a 
buyout  target.  In  recent  weeks,  say 
these  pros,  several  top  Pet  executives 
have  had  informal  talks  with  some 
Philip  Morris  and  Borden  people. 

Pet's  stock  fell  from  19  in  late  No- 
vember to  14  in  mid-February  because 
of  the  downscaling  of  earnings  esti- 
mates by  analysts  who  warn  that  Pep- 
siCo could  give  Pet  stiff  competition. 
PepsiCo  plans  to  market  its  Taco  Bell 
products  in  grocery  stores,  competing 
with  Pet's  Mexican  line. 

Meanwhile,  Pet's  stock  has  rallied  to 
16.  At  that  price,  Pet  is  still  way  under- 
valued, says  Mike  Metz,  Oppenhei- 
mer's  chief  investment  strategist.  But 
he  thinks  that  "Pet  would  do  better 
under  the  umbrella  of  a  bigger  compa- 
ny with  tremendous  marketing  muscle 
such  as  Philip  Morris."  Pet  is  worth  25 
in  a  takeover,  says  Metz.  Both  Pet  and 
Philip  Morris  declined  comment. 


E 


BUSINESS  WEEK/MARCH  22,  1993  79 


id'  :  3  ■• 

pftnqujtn  i-tii^iii 
m  iar.guagc  of  ' 

Cashing'^ 

IF  coiui'    It.  (Asramft, 
I  ;  4  soft  r>f'ov.  : 
sling  2.3b 
lug  8  cushion:  *. 
rubber  aiong  the  inside  <A 
of  a  driii  brace       a  pai* 
esilient  rubber  between  ih 
g  :  an  artificial  {»oo}  |)< 
ilhng  water  and  so  prtvc 
:ing  shock   I  :  a  mat  laia 
kcar   4  :  somcching  servmi 
r  disorders:  as   «  :  a  factor 
he  economy   b  :  a  med'cai 
It's  discomfort-cuf  ' 
di 

I  \-(  5-)nii3\  1 
by  ignoring  3 


?  pract 


lions  "  ^  '^''^ 

'■Hit  purchases  y^^. 


0nr 

V  Of 


cus«tom«er«lze\kus-t3-m9-nze'\v/ 1:  tomakeacom- 
pany  more  responsive  to  its  customers  and  better  able 
to  attract  new  ones  2 :  to  customerize  an  organization's 
information  strategy,  e.g.,  to  extend  systems  capabilities 
to  field  locations  and  other  points  of  customer  contact 
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nisys  just  added  new 
meaning  to  the  language 

of  business. 


Customerize. 


Nobody  can  accurately  predict 
orporate  America's  future.  But 
lere  is  one  thing  we  all  know:  For 
ny  organization  to  achieve  its  poten- 
al,  customer  service  must  be  a 
usiness  goal. 

That's  why  Unisys  has 
eveloped  a  powerful  initiative - 
USTOMERIZE.  This  uew  approach 
nables  businesses  to  offer  customers 
18  advanced  customer  service  cru- 
ial  in  an  increasingly  competitive 
nvironment.  Our  experienced  ser- 
ices  professionals  work  with  you  to 

1993  Unisys  Corporation 


design  an  information  strategy  that 
extends  your  full  capabilities  all  the 
way  to  the  points  of  customer 
contact-where  revenue  is  generated. 

And  with  a  customerized  infor- 
mation flow,  you'll  be  more  responsive 
to  customers  and  better  able  to  meet 
their  needs.  You'll  also  be  more 
strategically  positioned  to  nurture 
customer  loyalty,  generate  new 

UNISYS 

We  make  it  happen. 


business  and  achieve  major  gains 
within  your  own  organization  in  pro- 
ductivity and  control.  All  of  which 
facilitates  reduced  costs  and  in- 
creased revenues. 

With  decades  of  experience  dedi- 
cated to  helping  our  customers  serve 
their  customers,  Unisys  is  uniquely 
qualified  to  customerize  your  business. 

Call  us  at  1-800-874-8647,  ext.  10, 
for  your  complimentary  customerize 
Information  Kit.  And  ask  how  we  can 
help  put  you  on  the  same  page  as  your 
customer. 

CUSTOMERIZE  Services  are  a  service  marl(  of  Unisys  Corporation 


THE  EDUCATION  OF 
MICHAEL  DELL 


HIS  ASCENT  WAS  DAZZLING—BUT  NOW  HE  FACES  A  DIFFICULT  RITE  OF  PASSAGL 
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iM  Walk  around  the  headquarters 
of  Dell  Computer  Corp.,  an 
t^m  understated  giass- 
-steel  building  in  Austin, 
.,  and  mixed  in  with  the  ab- 
,ct  art  and  unassuming, 
itarian  furniture  are 
5ns  of  framed  acco- 
is  to  Michael  S.  Dell, 
re  are  glowing  press  no- 
5  in  several  languages,  laudatory 
jazine  covers,  industry  awards  to 
1  the  man  and  the  products  he  sells, 
all  full  of  bronze  copies  of  Dell's  11 
!nts,  and  the  hand-soldered  guts  of 
company's  first  personal  computer 
inted  in  the  center  of  a  separate  "his- 

•  wall."  All  fitting  tributes  to  a  col- 
!  dropout  who  nine  years  ago,  at  the 
ler  age  of  19,  took  an  idea  that  was 
tling  in  its  simplicity — selling  com- 
jrs  over  the  phone — and  parlayed  it 

a  $2  billion-a-year  business.  It  is 

•  the  fourth-largest  PC  maker 
erica,  behind  IBM,  Apple,  and 
ipaq. 

es,  Michael  Dell  has  be- 
e  one  of  the  most  mythic 
heroes  in  an  industry 

of  Homeric  fig- 
>.  And  his  compa-  ■ 
.  public-relations  ef- 
s  promote  to  the  hilt 
I's  image  as  the  young  David 
ig  battle  against  the  Goliaths  of  the 
puter  business.  The  name  was  even 
iged  from  PCs  Limited  to  Dell  in 
J  to  capitalize  on  the  image  of  the 
brand  taking  on  the  gray  beards.  The 
g  is,  David  is  now  a  Goliath  himself, 
longer  a  pudgy,  bespectacled  youth, 
1  now  speaks  with  authority  at  indus- 
conferences,  wears  expensive  suits 

contact  lenses,  eats  only  health 
is,  takes  management  seminars  at 
iford  University,  and  tries  to  be  the 

model  of  a  proper  CEO. 
nd  he  has  built  a  Goliath  of  a  compa- 
Today,  Dell  has  4,654  employees — 

is  hiring  100  new  staffers  a  month. 

company  markets  42  different  PC 
.gns  and  also  distributes  a  full  line  of 
ware  and  accessories  such  as  fax 
iems.  And  Dell's  reach  is  increasing- 
global:  The  company  sells  PCs  in  18 
ntries  and  entered  six  new  foreign 
•kets  in  the  past  year,  including  Ja- 

(page  88). 

iGHER  CHALLENGES.  Dell's  formula  is 

;antly  direct:  He  has  cut 
the  dealers  and  distribu- 
designs  and  assembles 

it  of  his  PCs  from  off-the- 

:lf  components,  and  runs  a 

'rills  operation  whose  main 

us  is  customer  service. 

.t  model  has  won  him  ku- 
from  across  the  industry.  He  may 
have  the  high-tech  vision  of  a  Bill 

es  or  a  Steve  Jobs,  but  "it  is  proba- 


DELL'S  RAPID  CLIMB 


MAY,  1984  Michael  S,  Dell  starts 
PCs  Limited,  a  mail-order  company,  from 
his  college  apartment  in  Austin,  Tex., 
with  $  1,000  in  savings.  He  later  changes 
the  name  to  Dell  Computer  Corp. 

JUNE,  1986  HiresE.  Lee  Walker,  an 
Austin  venture  capitalist,  to  serve  as  pres- 
ident and  chief  operating  officer. 


JUNE,  1987  Launches  first 
international  subsidiary  in  Britain 


DECEMBER,  1987  Adds  field  sales 
force  to  reach  large  corporate  accounts. 

JUNE,  1988  Goes  public,  raising 
$31.1  million  through  the  sale  of 
3.5  million  common  shares.  Dell  retains 
75.9%  of  common  shares. 

FISCAL  1990  An  oversupply  of 
memory  chips  and  scrapping  an  ill- 
^  fated  effort  to  build  an  engineering 

v/orkstation  cause  an  earnings  hit. 
Net  income  plunges  65%,  to 
$5  million,  from  $  1 4  million  the 
previous  I'iscal  year. 

AUGUST,  1990  Enters  retail  market 
through  an  alliance  with  CompUSA  Inc.,  the 
country's  largest  computer  superstore  chain. 

AUGUST,  1991   Hires  Morton  H. 
Meyerson,  former  vice-chairman  and  pres- 
ident of  Electronic  Data  Systems,  as  cor- 
porate adviser. 

MAY,  1991    J.D.  Power  & 
Associates  ranks  Dell  No. 1  in 
its  first-ever  PC  customer- 
satisfaction  survey. 

SEPTEMBER,  1992  James  R.  Daniel, 
chief  financial  officer,  becomes  one  of  two 
high-level  departures  in  two  months. 

NOVEMBER,  1992    Announces  second- 
ary public  offering  of  4  million  shares,  ex- 
pected to  raise  more  than  $  1 50  million.  But 
Kidder  Peabody  analyst  David  R.  Korus 
questions  Dell's  reporting  practices  for  cur- 
rency hedging.  Stock  falls  1 0%  on  the  news. 

JANUARY,  1993  Creates  the  first  direct- 
sales  computer  operation  in  Japan 

FEBRUARY,  1993  Withdraws 
public  offering  and  reduces  long-term 
profit  margin  goal  for  hscal  1 994. 
Stock  falls  I  7%  on  the  news. 

MARCH,  1993    Announces  a  126% 
increase  in  fiscal  1  993  sales,  to  $2  billion. 
DATA,  BUSINESS  Wf  EK 


bly  true  that  Michael  is  the  most  innova- 
tive guy  for  marketing  computers  in  this 
decade,"  says  Philippe  Kahn,  chairman 
of  software  maker  Borland  International 
Inc.  "He's  the  quintessential  American 
entrepreneur  that  does  something  every- 
one says  is  impossible." 

The  proof  is  in  the  numbers.  On  Mar. 
9,  Dell  reported  a  stunning  1267^  gain  in 
sales  for  the  fiscal  year  ended  Jan.  31,  to 
$2  billion.  Fourth  quarter  revenues — de- 
spite component  shortages  that  caused 
shipping  delays — rose   117%,  the 
fourth  quarter  in  a  row  of  triple-digit 
sales  growth.  Despite  a  price  war, 
earnings  for  the  fiscal  year  were  no 
slouch  either,  doubling  to  $102  million. 

But  that  was  last  year.  This  year, 
Michael  Dell  faces  new  and  tougher 
challenges.  Over  the  past  several 
months,  he  has  suffered  the  loss  of 
two  top  executives,  an  embarrassing  and 
costly  flap  over  currency  speculation, 
quality  problems  with  some  Dell  comput- 
ers, and  shrinking  margins  (chart,  page 
85).  Dell  recently  warned  investors  that 
net  margins  will  contract  to  between 
3.5%  and  4.57^  this  year,  down  from  the 
5%  the  company  has  promised  Wall 
Street  in  the  past.  PC  price  wars,  in- 
creased capital  expenditures,  and  higher 
taxes  will  take  their  toll. 

Investors  have  already  taken  notice: 
Dell's  stock  plummeted  from  a  high  of 
49  in  January  to  about  30  a  month  later. 
By  Mar.  10,  it  had  rebounded  to  36 Va. 
The  decline  caused  Michael  Dell  no  little 
pain:  He  owns  10.8  million  shares — 30% 
of  the  stock  outstanding — and  has  suf- 
fered paper  losses  of  about  $135  million. 
More  significantly,  Dell  was  forced  to 
postpone  a  long-planned  4  million-share 
public  offering.  On  Mar.  8,  the  company 
received  another  jolt:  Archrival  Compaq 
Computer  Corp.  announced  price  cuts, 
with  IBM  following  suit  the  next 
day.  Dell  immediately  responded 
with  two  new  models  priced  below 
similar  Compaq  PCs.   But  now, 
Dell  will  face  a  formidable  opponent 
on  its  own  turf:  Compaq  will  begin 
marketing  PCs  through  direct  sales 
(page  87). 

'GUTS.'  Clearly,  life  is  getting  rockier  for 
Dell — and  how  he  responds  will  be  criti- 
cal. Most  entrepreneurs  eventually  run 
into  a  time  of  crisis  that  tests  their  abili- 
ty to  grow,  to  become  managers  for  all 
seasons.  Some,  like  Bill  Gates  of  Micro- 
soft Corp.,  smoothly  shepherd  their  en- 
terprises from  startup  to  sustained 
growth,  while  others,  like  Steve  Jobs  of 
Apple  Computer  Inc.  and  Rod  Canion  of 
Compaq,  end  up  out  in  the  cold.  The 
question  is  whether  the  education  of  Mi- 
chael Dell  will  continue,  or  whether  the 
brash  qualities  that  made  him  an  entre- 
preneurial boy  wonder  will  now  cause 
him  to  founder. 
True,  Dell  is  widely  hailed  as  a  bril- 
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market  is  becoming  in- 
creasingly complicated  and 
competitive.  With  PCs  al- 
most all  alike,  manufactur- 
ers have  to  rely  on  price, 
brand  name,  and  extra  fea- 
tures such  as  24-hour  ser- 
vice or  multimedia  doodads. 
Dell  was  one  of  the  first  to 
realize  the  importance  of 
service  and  price,  but  now 
everyone  does.  And  the 
nanosecond  changes  in  this 
industry  have  brought 
down  a  long  list  of  more 
seasoned  players  than  Dell. 
"Dell  had  the  guts  to  take 
on  the  industn^  and  suc- 
ceed." says  Eckhard 
Pfeiffer.  Canion's  replace- 
ment as  CEO  of  Compaq. 
"But  you  can't  sit  on  your 
laurels.  You  must  keep 
moving  forward,  and  I 
think  that  is  where  Michael 
Dell  is  falling  down."" 

Dell  calls  Pfeiffer's  as- 
sessment "total  nonsense." 
His  perform.ance,  he  says, 
can  be  judged  by  the  suc- 
cess of  the  company.  "I 
think  the  company's  report 
card  is  prerr\"  good.'" 
snTER  ATTACK.  No  question 
:r.a:  ;  ;:y.pany  has  done 
well.  Still,  cracks  in  Dell's 
success  started  appearing 
last  November,  when  Kid- 
der. Peabody  &  Co.  analyst 
Da\'id  R.  Korus  revealed 
that  Dell  Computer  had 
been  engaging  in  a  highly 
aggressive  and  risky  for- 
eign-currency hedging 
strateg}'  that  had  lost  the 
company  S3S  million  in  the 
second  quarter.  Dell  says 
those  losses  were  reduced 
to  -SI  million  by  yearend 
and  came  out  to  a  profit  of 
•Sl.l  million  if  a  different 
tj"pe  of  accounting  method 
is  used.  Korus"  report  came 
only  weeks  after  Dell  Chief 
Financial  Officer  James  R. 
Daniel  suddenly  resigned 
without  explanation,  after 
helping  to  manage  two  years  of  phenom- 
enal gro^^th.  The  two  events  left  inves- 
tor? wondering  whether  the  company 
was  slipping  up  on  the  administrative 
side. 

Deirs  \ituperative  reaction  didn't  calm 
the  markets.  He  launched  a  bitter,  per- 
sonal attack  against  Korus.  calling  his 
analysis  irresponsible  and  inflammatorj-. 
and  e-"en  threatened  to  sue  the  analvst 
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and  Kidder.  Three  months  later.  Deii 
says  his  response  to  Korus  may  have 
been  "a  bit  aggressive.  We  probably  lent 
more  credibilit\"  to  his  speculation  by 
commenting  the  way  we  commented." 
Xo  matter,  he's  still  attacking.  *Tf  I  had 
known  that  this  guy  made  a  regular 
practice  of  breeding  reports  like  this.  I 
don't  think  we  would  have  responded  at 
all.""  he  savs.  "This  is  a  nonentirv".  It  is 


here."' 

Or  is  it*^  For  all  D 
hue  and  cry  over  Korus 
reports  are  highly  regai 
on  Wall  Street.  ^lore  sij 
icantly,  for  six  months 
year.  Dell  did  in  fact  r( 
larly  take  multimillion 
lar  plunges  into  fore 
currency  investments, 
large  as  S50  million  a  i 
until  the  board  of  direc 
ordered  it  to  stop  last 
21.  Even  DeU  CFO  Tho 
Meredith,  who  came 
board  last  November.  : 
Dell's  currency  trades  v 
"definitely  leading-edgf 
relation  to  the  size  of 
company"  and  vrSl  nol 
nearly  so  adventurous 
the  future. 

So  why  not  fess  up 
just    admit    they  w 
wrong'?  That's  just 
Dell's  st^.ie.  He  is  an 
tremely  competitive  r 
taker   who   has  alw 
played  close  to  the  e< 
"Michael  Dell  is  an  agg 
sive  personalit}\  and 
people  who  work  for 
reflect  that."  says  Joe 
Kocher.  president  of  '. 
VS-A  and  Dell's  No.  2  ex 
tive.  "Our  people  sleep 
gressive.  They  eat  agg 
sive."  says  a  very  int€ 
Kocher,  vdthout  even  a 
of  a  smile.  Which  helps 
plain  why  employees  g. 
criticism  with  a  counte 
tack  or  a  dismissive  shi 
David  Lunsford,  the 
year-old  engineering  di 
tor.  voices  the  typical  \ 
lite  \iew:  "I  think  a  lo 
people  can't  stand  t 
such  a  young  guy  can  tc 
!y  show  them,  up." 

FATHER  FIGURE.  Dell 
"&een  s.nov.-mg  them  up 
years.  He  first  went 
business  at  age  12,  w 
he  set  up  a  mail-or 

  stamp  auction,  comp 

-Rith  a  nationwide  cata 
Tne  Dusmess  netted  him  his  first  S2.' 
By  the  time  he  got  to  the  Universi;] 
Texas  at  Austin,  he  was  immersec 
computers  and  knew  he  was  destine? 
be  an  entrepreneur.  His  parents  war 
him  to  be  a  doctor,  but  that  was  nol 
option.  "I  don't  like  hospitals,"  says  I 
"The  failure  rate  is  way  too  high." 

He  didn't  exactly  choose  a  low-risl" 
teraative.  Fed  up  with  shopping  at  ii 


CCvEP 


A  PRODIGY'S  PROGRESS 

AT  AGE  12,  DELL  STARTED  HIS  FIRST  BUSINESS, 
MAIL-ORDER  STAMP  SALES.  BELOW,  BY  HIGH  SCHOOi 
HE  WAS  ALREADY  IMMERSED  IN  COMPUTERS 


itronics  stores  where  he  often 
V  more  than  the  salespeople,  he 
led  to  start  selling  PCs  himself. 
•  one  problem — he  had  to  find  a 
p  source  of  machines.  He  started 
Limited  with  IBM  computers  pur- 
ed  on  the  gray  market.  At  the 
,  IBM  did  not  allow  dealers  to 
PCs  to  anyone  who  would  resell 
1.  But  unsold  stock  is  every 
;r's  nightmare,  so  when  Dell  or 
)uyers  knocked  on  back  doors 
•ing  to  buy  up  all  the  surplus 
(  at  cost,  retailers  leapt  at  the 
ce.  "I  would  go  to,  say,  a 
puterLand  store  and  tell  the 
;man  I  needed  10  or  20  computers, 
would  ask:  'Are  these  for  resale?' 

I'd  say,  'No,  I'm  buying  these  for 
fraternity  brothers,'  "  says  one  of 
s  former  buyers.  Dell  would  then 
'  up  the  PCs  with  graphics  cards  and 

disks  before  reselling  them. 
7  1985,  the  company  was  assembling 
iwn  PC  designs — rather,  three  guys 
I  six-foot  table  were  assembling 
1.  There  were  oi  ly  some  40  employ- 

and  Dell  worked  18-hour  days  and 
;  on  a  cot  in  his  office.  Back  then,  he 
f  around  mostly  with  the  engineers 

was  so  shy  that  some  employees 
ght  him  stuck-up  because  he  never 
id  to  them. 

le  person  most  responsible  for  turn- 
Dell  into  a  polished  executive,  and 
company  into  a  powerhouse,  was  E. 
Walker,  president  and  chief  operat- 
jfficer  of  the  company  from  1986  to 
.  Walker,  51,  an  Austin  venture  capi- 
t  who  had  been  involved  in  numer- 
startups,  provided  the  managerial 
financial  experience  to  implement 
s  marketing  ideas.  "They  comple- 
ted one  another,"  says  Brian 
kes,  Dell's  senior  manager  of  corpo- 
communications  from  1987  to  1990. 
alker]  knew  everybody's  name  in  the 
rjany.  He  had  a  fatherly  image." 
NG  TEAM.  As  Dell's  nientor,  Walker 
!  him  the  confidence  to  overcome  his 
less.  After  Walker's  resignation  be- 
e  of  a  serious  back  ailment,  Dell 
ed  for  advice  to  Morton  H.  Meyer- 
the  former  president  of  Electronic 
I  Systems  Corp.  and  now  a  potential 


candidate  to  replace  John  F.  Akers  as 
IBM's  CEO.  Meyerson  served  as  an  advis- 
er to  Dell  for  about  a  year.  His  assign- 
ment: help  Dell  make  the  transition  from 
a  megagrowth  medium-size  company  to 
a  mature  large  one.  "Dell's  management 
team  is  very  young,  but  they  have  a 
unique  sense  of  mission  and  dedication," 
says  Meyerson.  "Michael  in  particular  is 
a  peculiar  combination  of  technical  and 
business  talent." 

His  management  team  is  youthful: 
Dell  only  recently  turned  28,  Kocher  is 
36,  and  International  President  Andrew 
R.  Harris,  the  No.  3  executive,  is  38.  G. 
Glenn  Henry,  senior  vice-president  of 
the  product  group  and  a  former  IBM  re- 
search fellow,  is  a  seasoned  50,  but  his 
main  role  is  product  development.  So 
Dell's  only  elder  statesmen  are  his  board 
members,  particularly  Bobby  R.  Inman, 
former  chairman  of  Microelectronics  and 
Computer  Technology  Corp.,  an  electron- 
ics-industry research  consortium,  and 
Teledyne  co-founder  George  Kozmetsky. 


"These  kinds  of  people  have  already 
faced  highly  complex  challenges,"  says 
Dell.  "They've  been  to  a  lot  of  the  mov- 
ies that  we  will  be  going  to." 

The  board  is  not  concerned  about 
Dell's  lack  of  experience.  "Michael  has 
never  made  the  same  mistake  twice. 
He's  a  quick  learner,"  says  Inman.  And 
there  is  universal  agreement  that  he  has 
grown  in  the  job.  When  Harris  joined  six 
years  ago,  Dell  was  "intense  to  an  ex- 
treme. He  wasn't  a  very  good  public 
speaker.  He  wasn't  good  at  running 
meetings.  He  wasn't  laughing  a  lot." 
Now,  says  Harris,  Dell  is  a  changed 
man.  "He's  a  very  charismatic  leader,  a 
great  speaker."  He's  also  intimately 
aware  of  all  parts  of  the  business.  "He 
can  go  into  any  department  and  know 
what  hot  button  to  push"  to  inspire  the 
staff.  That  involvement  has  won  him  in- 
tense loyalty  from  his  young  work 
force — average  age,  28 — and  many  talk 
of  him  in  reverential  tones. 

Driving  his  Acura  NSX,  Dell  rolls  into 


DELL'S  SALES  ARE  SOARING  DRIVING  PROflTS  HIGHER  BUT  MARGINS  ARE  DOWN 


SALES 

39  '90 
illllONS  Of  DOLLARS 


'91 


160 
120 
80 
40 
0 


 — ^J*^  20 

^^^0^^  \  1  I   Q  L  I  I  I  \  ! 


'93         '94         '89         '90         '91         '92         '93  '94 

EST.       A  MILLIONS  OF  DOLLARS  EST.      a  PERCENT 

DATA:  COMPANY  REPORTS,  SOOTHCOAST  CAPITAL  CORP  FISWL  YEAR  ENDING  JANUARY 


90         '91         '92         '93  '94 

EST. 


STORY 


BUSINESS  WEEK/MARCH  22,  1993  85 


one  of  his  two  offices — at  lieadquarters 
or  the  nearby  research  and  development 
huildinf^: — about  7  or  8  a.m.  But  he  has 
cut  back  on  those  18-hour  days  since  his 
marriage  four  years  a^o,  with  Wallver  as 
his  best  man,  to  Susan  Liebei'nian,  a  for- 
mei'  commercial  leasin^j  a^ent.  He  still 
conies  into  the  office  on  an  occasional 
Sunday,  but  now  he  brinj^s  his  14-month- 
old  daughter,  Kira,  with  him. 

Any  mellowness  in  his  personal  life, 
however,  has  not  tempered  his  competi- 
tive zeal  at  work.  Look  at  some  of  his 
brash  advertising  campaigns.  "His  ads 
are  really  an  e.xtension  of  his  personal- 
ity," says  Michael  Massaro,  chief  operat- 
ing officer  at  Goldberg,  Moser  O'Neill, 
Dell's  San  Francisco-based  advertising 
agency.  "He  frowns  on  anything  that's 
too  soft  or  too  fuzzy." 

Dell  was  the  first  in  the  hardware 
business  to  use  comparative  ads,  throw- 
ing barbs  at  Compaq  ma- 
chines that  the  copy  said 
were  more  expensive  than 
Dell's  own,  with  headings 
such  as  "The  Lap  of  Luxu- 
ry" (Dell)  vs.  "The  Lap  of 
Lunacy"  (Compaq).  The 
ads,  created  by  Goldberu 
Moser,  were  clever  and  at- 
tention-grabbing. But  they 
were  wrong.  Compaq  said 
Dell  was  not  comparing 
the  same  models  or  prices, 
and  it  sued.  In  1991,  Dell 
was  forced  to  alter  its  ads 
and  to  pay  Compaq  an  un- 
disclosed sum  to  settle  liti- 
gation that  emerged  in  the 
U.  S.  and  Europe. 

In  London,  the  Royal 
Courts  of  Justice  ruled 
that  the  ads  contained 
"malicious  falsehoods" 
and  that  Martin  Slagter,  vice-president 
of  European  marketing,  knew  it.  But  Mi- 
chael Dell  is  unapologetic.  The  ads  were 
"very  effective.  We  were  able  to  in- 
crease customer  awareness  al)out  val- 
ue," he  says. 

QUALITY  ISSUES.  Yet  Dell  has  another 
problem  that  can't  be  papered  over: 
quality  and  service  gaps.  The  company 
came  in  first  in  1991  on  a  J.  D.  Power  & 
Associates  ranking  of  customer  satisfac- 
tion for  small  and  medium-size  business- 
es buying  PCs,  and  No.  2  on  the  same 
survey  last  year,  behind  Apple.  But  re- 
cently, some  customers  have  been  com- 
plaining about  delays  in  filling  orders. 
"The  machines  are  good,  but  Dell's  idea 
of  just-in-time  is  not  the  same  as  ours," 
says  Jeff  Margolies,  an  account  repre- 
sentative with  Al  Credit  Corp.,  the  leas- 
ing and  financing  arm  of  AlC,  Insurance. 
Margolies  often  buys  up  to  100  machines 
a  day  but  says  Dell  meets  the  promised 


delivery  schedule  of  six  days  only  about 
half  the  time. 

More  worrisome  may  be  complaints 
about  product  quality.  Dell's  notebook 
computers  and  Dimension  line  of  PCs 
have  been  plagued  by  glitches  ranging 
from  broken  hinges  to  bad  power  sup-' 
plies.  Both  are  non-Dell  designs.  .SCI  Sys- 
tems in  Huntsville,  Ala.,  designs  and 
makes  Dell's  low-end  Precision  and  Di- 
mension desktop  PCs,  while  its  note- 
books are  designed  and  built  in  Asia. 
Says  SCI  President  Olin  King:  "I'm  not 
aware  of  any  quality  problem." 

But  others  say  problems  are  surfac- 
ing. "We've  heard  a  lot  about  problems, 
especially  with  their  portables,"  says 
Marc  Litvinoff,  an  analyst  with  Gartner 
Group,  a  Stamford  (Conn.)  consulting 
firm.  Gartner  is  now  investigating  those 
reports,  as  it  does  with  all  PC  vendors, 
and  Litvinoff  says  it  is  holding  off  on  a 


decision  about  whether  or  not  to  place 
Dell  on  its  "Problem  Watch"  list  until  it 
gathers  more  data. 

Kocher's  initial  response  to  questions 
about  possible  quality  problems?  "That's 
pure  hype,"  he  snaps.  And  it's  true  that 
every  PC  maker  has  some  quality  slip- 
ups. But  it's  also  true  that  Dell's  note- 
books were  "suboptimized,"  as  Kocher 
puts  it.  "We  are  now  making  the  invest- 
ments to  turn  that  around.  We'll  be 
back,"  he  says,  with  a  new  line  of  note- 
books this  summer. 

Analyst  James  Poyner  of  Rauscher 
Pierce  Refsnes  Inc.  in  Dallas  says  Dell's 
quality  problems  have  definitely  hurt  its 
notebook  sales.  In  the  fourth  quarter, 
notebook  computers,  the  fastest-growing 
segment  of  the  overall  PC  market,  ac- 
counted for  only  8'X  of  Dell's  total  unit 
sales,  compared  with  257'  for  Compaq, 
Poyner  estimates. 

Dell's  competitors,  specifically  Com- 


paq and  IBM,  keep  arguing  that  tl 
have  more  control  over  quality  than  E 
because  they  assemble  most  of  th 
own  machines.  For  its  part,  Dell  intei 
to  rely  upon  subcontractors  less.  Beyc 
that,  Dell  has  long  boasted  that  his 
semble-to-order,  direct-response  busin 
model  is  more  certain  to  meet  the  c 
tomer's  needs.  His  strategy  avoids 
huge  costs  and  inflexibility  of  build 
parts  in-house  that  can  be  easily  boug 
Instead  of  building  up  inventories  of  ; 
ished  PCs,  his  plants  in  Austin  and  1 
land  only  finish  machines  once  a  custfl 
er  specifies  which  features  are  needt 
TIGHT  MONEY.  But  his  model  is  losj 
some  of  its  advantages.  The  two 
draws  of  direct  sales — price  and  con 
nience — are  now  being  matched  by  \\ 
price  electronics  superstores  such 
BestBuy  and  CompUSA.  And  Gatev 
2000,  a  closely  held  direct-sales  compa 
is  hot  on  Dell's  heels. 
Mar.  8,  Gateway  repor 
1992  sales  of  $l."l  billioi 
767"  rise  over  the  previa 
year.  Many  analysts 
Gateway,  based  in  li 
overhead  North  Sic 
City,  S.  D.,  will  alwij 
have  the  edge  over  Del| 
costs. 

Dell  insists  he's  not 
ing  to  be  the  lowest-pril 
vendor — only  the  \ow\ 
priced  top-tier  vendor.  I 
he's  willing  to  adapt:  I 
has  started  selling  in 
perstores  such  as  Sa 
Club,   Price   Club,  ; 
CompUSA.  "We  have 
been  wedded  to  one  s 
of  religion  as  far  as 
strategy  goes,"  says  E 
"We're  constantly  n 
venting  ourselves." 

The  challenge  now  for  Dell  the  con: 
ny  and  E)ell  the  man  is  to  conti 
adapting  to  the  rapidly  changing  nat 
of  the  PC  business.  He  has  little  roon 
cut  already  trimmed  costs,  having 
barked  on  an  austerity  program 
summer.  That  included  a  temporary 
pay  cut  for  top  emitloyees.  And  PC  pr 
are  still  plummeting.  Expansion  is  c 
cal — Dell  has  assured  investors  that 
company  can  still  grow  by  707  this  yi 
But  money  is  tight.  The  public  of 
ing  has  been  postponed  indefinitely.  ' 
company  now  has  cash  and  investmt 
of  $95  million,  down  from  $1.55  millic 
year  ago.  That  compares  with  $357 
lion  for  Compaq.  CFo  Meredith  says  1 
can  easily  finance  its  growth  with  b 
loans,  a  cheap  source  of  funds  thank; 
current  low  interest  rates.  It  recei 
entered  into  a  $200  million  revolving 
of  credit  and  has  $48  million  in  long-ti 
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COMPAQ:  TURNING  THE  TABLES  ON  DELL? 


C 


ompaq  Chief  Executive  Eckhard 
I'feiffer  insists  he's  not  on  a  "get 
Dell"  vendetta.  But  he  may  as 
H  be.  Starting  Mar.  8,  the  Houston 
maker  launched  a  three-pronged  as- 
ilt  that  strikes  at  the  heart  of  its 
istin  rival.  First,  Compaq  Computer 
.  dropped  its  prices  by  as  much  as 
"fo,  undercutting  onetime  price  leader 
11  Computer  Co.  for  the  second  time 
a  year  and  leading  IBM  to  cut  prices, 
».  At  the  same  time,  it  brought  out 
new  models,  challenging 
ll's  engineers  to  keep 
.  Worst,  on  Mar.  22, 
mpaq  is  slated  to  plunge 

0  direct-response  sell- 
; — the  business  that  put 
11  on  the  map. 
\11  these  moves,  says 
siffer,  are  simply  part  of 
!  turnaround  plan  he  put 
place  when  he  took  over 
im  founder  Rod  Canion 

late  1991.  Back  then, 
mpaq  was  feeling  the 
it  as  Dell  and  other  ri- 
s  shot  ahead  with  hot 
(ducts  at  low  prices.  But 
rting  last  summer  with 

highly  successful  Pro- 
lea  line  of  cut-rate  PCs, 
mpaq  has  turned  the  ta- 
is.  Now,  Compaq  and 

1  are  price  leaders,  and 
!y're  gaining  in  the  fast- 
3wing  consumer  and 
all-business  market,  a 
11  stronghold.  "We've  in- 
duced a  long-term  model 

leadership,"  says 
eiffer.  "And  there's 
;hing  left  in  Dell's  [mod- 
that  is  superior  to  it." 
EEDY  DELIVERY.  The  final 
'ntier  is  direct-response 
ling.  Compaq  studied 
it  sales  channel,  which 
;ounts  for  W/o  of  U.S. 
sales,  for  almost  a  year, 
fear:  upsetting  relations 
;h  dealers.  To  keep  them  happy,  the 
npany  promises  not  to  sell  at  prices 
!y  can't  match,  says  Vice-President 
rbara  P.  Krumland,  who  is  in  charge 
the  operation.  "We  really  agonized 
)ut  this  all  last  summer." 
[Competitors  say  Compaq  can't  pre- 
1  in  both  channels  at  the  same  time, 
s  long  as  they  have  a  major  reseller 
:us,  I'm  not  losing  any  sleep,"  says 
d  Waitt,  founder  of  $L1  billion  Gate- 
y  2000,  now  No.  1  in  mail  order. 
Compaq  says  it  has  some  tricks  up 


its  sleeve.  It  has  rejiggered  its  assem- 
bly lines  to  match  Dell's  build-to-order 
formula  and  promises  to  deliver  PCs 
within  48  hours  vs.  IBM's  and  Dell's 
three  to  five  days.  Compaq  also  plans 
to  offer  canned  configurations  of  hard- 
ware and  software  aimed  at  particular 
types  of  buyers,  such  as  notebook 
packages  for  mobile  workers.  And  for 
a  price,  Compaq  will  even  dispatch  a 
technician  to  set  up  the  computer — an 
industry  first,  says  Krumland. 


THE  800  WARS:  COMPAQ  VS.  DELL 

COMPAQ 

DELL 

DELIVERY 

Within  48  hours 

Three  to  five  days 

INSTALUTION 

For  $135  per  computer,  a 
technician  will  set  up  the 
system  at  a  home  or  business 

Dell  says  it  will 
offer  this  service 
soon 

WARRANTY 

Three-year 

One-year 

SOFTWARE 

Customers  con  buy  "bundles" 
of  popular  PC  programs  at 
discounts,  with  free  installa- 
tion for  1 6  of  the  programs 

Sells  third-party 
software;  charges 
for  installation. 
No  bundles 

DATA:  COMPANY  REPORTS 

Pfeiffer's  strategy  is  to  meet  com- 
petitors on  price,  then  up  the  ante  with 
more  features  and  services.  For  exam- 
ple, Compaq  was  first  with  a  three- 
year  warranty  instead  of  the  usual 
one-year  plan.  "Price  alone  is  not  what 
wins  the  battle,"  says  Pfeiffer. 

He's  not  giving  up  on  the  price  front, 
though.  With  Compaq's  latest  cuts, 
"we're  having  difficulty  finding  any- 
body with  a  lower  notebook  price," 
says  Brian  Clarke,  an  analyst  at  Inter- 
national Data  Corp.  Pfeiffer  says 


there's  more  to  come.  "We  have  more 
low-end  products  on  the  drawing 
board,  and  we'll  unload  with  a  major 
bang  later  in  the  year." 

In  a  continuing  price  war,  Compaq's 
fatter  margins  could  be  an  important 
advantage.  Even  though  lower  prices 
slashed  operating  margins  from  11.5'a 
to  10.5/^  between  the  fourth  quarters 
of  1991  and  1992,  the  company  still 
earned  6.2%'  after-tax.  And  Pfeiffer  has 
more  room  to  cut  cost  before  he  ap- 
proaches Dell's  meager  op- 
erating margins — 7.27^  in 
the  fourth  quarter  ended 
Jan.  31.  Dell,  on  the  other 
hand,  has  told  analysts 
that  its  costs  will  rise  and 
its  net  margin  may  drop 
from  around  5%  to  be- 
tween 3.-5'/'  and  4.57'. 
PAIN  TO  SPARE.  Clearly, 
Dell  won't  be  the  only  play- 
er feeling  the  pain  from 
the  current  round  of  Com- 
paq-inspired price  cuts. 
"This  could  break  some 
backs,"  says  Clarke  of  In- 
ternational Data.  Some 
small  players  have  already 
been  forced  to  cut  the  num- 
ber of  models  they  sell,  he 
says.  Even  before  the  lat- 
est moves,  $944  million  A.ST 
Research  Inc.  said  its  net 
margin  could  dip  to  be- 
tween 37'  and  47.  The 
squeeze,  notes  PC  analyst 
John  C.  Maxwell  at  Sound- 
View  Financial  Group,  will 
favor  the  biggest  players. 
"I  think  that  companies 
like  Compaq  and  IBM 
should  benefit,"  he  says. 

So  what  will  Dell  do? 
Turn  the  tables  once  more, 
of  course.  It's  slowly  add- 
ing more  retailers  such  as 
superstores  and  pulling 
more  manufacturing  in- 
house  to  ensure  quality. 
After  years  of  mocking  Compaq's 
bloated  staffs,  it  is  recruiting  Compaq 
alumni — including  three  credited  with 
launching  the  ProLinea  line.  One  says 
he  joined  Michael  Dell's  team  because 
Compaq  is  not  really  committed  to  a 
low-cost  strategy.  An  angry  Pfeiffer 
disagrees.  "It's  one  last  cheap  shot  of 
someone  who  is  against  the  wall,"  he 
says.  It  will  almost  certainly  not  be  the 
last  shot  between  these  rivals. 

By  Peter  Bunows  in  New  York,  with 
bureau  reports 
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debt  outstanding.  But  Compaq  and  Ap- 
ple have  no  long-term  debt.  "Adding  in- 
terest expense  on  top  of  falling  margins 
adds  further  net-margin  pressure  to  the 
picture,"'  says  Poyner.  'Tor  PC  compa- 
nies, relying  on  credit  financing  has 
been  the  road  to  hell." 

Perhaps.  But  Michael  Dell  has  always 
shown  a  willingness  to  change.  Take 
1988,  when  he  ordered  a  full-court  press 
to  develop  an  engineering  workstation. 
After  spending  18  months  and  several 
million  dollars,  the  project  still  had  de- 
sign problems — and  a  limited  market. 
Dell  knew  better  than  to  throw  good 
money  after  bad.  He  shifted  engineers 
back  to  PCs.  and  six  months  later  a  new 
line  of  more  conventional  386-based  ma- 
chines were  on  the  street. 

Dell  also  is  candid  about  what  he 
thinks  he  doesn't  knoAv.  He  says  he 
needs  help  managing  the  company  and 
has  focused  much  of  his  energy  over  the 
past  year  on  bringing  in  key  aides,  such 
as  CFO  Meredith  and  Scott  Flaig,  senior 
vice-president  of  worldwide  operations. 
He  hinted  that  another  top  executive  will 
be  added  shortly,  probably  to  replace  the 
former  director  of  manufacturing,  who 
left  in  .\ugust  for  jjersonal  reasons. 
BROADER  VISION.  He'll  need  the  help. 
Now  that  Compaq  and  IBM — "the  sleep- 
ing bears,"  as  Dell  used  to  call  them — 
have  awakened,  market  share  isn't  quite 
so  easy  to  grab.  In  fact,  claims  IBM  per- 
sonal-systems head  James  A.  Cannavino, 
"we  are  now  growing  just  as  fast  as 
Dell." 

But  Dell  insists  that  he  is  not  particu- 
larly worried  about  the  big  guys.  After 
all,  by  getting  into  direct  sales,  they're 
now  playing  the  game  his  way.  "You'd 
be  hard-pressed  to  find  a  successful 
company  that  has  won  by  copying  an 
innovator's  strategy  unless  the  innova- 
tor is  a  bad  executor,"  he  says.  "I  don't 
think  Dell  has  been  a  bad  executor." 
Besides,  he  says,  direct  sales  is  harder 
than  it  looks.  "It's  not  as  ea.sy  as  a  cou- 
ple of  1-800  lines  and  picnic  tables." 

Surely  IB.M  and  Compaq  know  that. 
For  Dell,  the  question  is  how  he  can  go 
them  one  better.  That  will  take  a  broad- 
er vision.  Other  entrepreneurs  before 
him  have  moved  to  the  next  level.  Micro- 
soft's Gates,  a  former  boy  wonder  him- 
self, says  entrepreneurs  have  to  start 
questioning  their  skills  not  when  the 
company  reaches  a  certain  revenue  size, 
but  when  the  number  of  employees  and 
products  reaches  a  certain  breadth. 
"That's  where  you  say,  'Wow,  I  have  to 
play  a  different  role.'  "  For  Michael  Dell, 
that  role  is  just  beginning. 

By  Stephanie  Anderson  Forest  and 
CutlicHne  Arnst  in  Austin.  Tex.,  trith 
Kathy  Rebello  in  San  Francisco.  Peter 
Burrous  in  \ew  York,  and  bureau  reports 


IN  JAPAN,  DELL  DISCOVERS 
TOO  MUCH  OF  A  GOOD  THING 


J  iroshige  Ozawa  is  the  kind  of 
Japanese  consumer  most  Amer- 
1  ican  PC  makers  would  die  for. 
The  retired  Nissan  Motor  Co.  research 
manager  wants  to  replace  his  aging 
XEC  computer  and  has  decided  on  an 
IBM-compatible  machine.  He  has  read 
all  the  trade  magazines  and  spent  an 
afternoon  logging  on  to  IB.M,  Compaq, 
and  Dell  PCs  at  a  shop  in  Akihabara. 
■"For  this  kind  of  machine,"  says 
Ozawa,  tearing  himself  awav  from  a 
top-of-the-line  Dell  466/ME,  "Dell's  got 
the  best  cost-performance." 

Testimony  like  that  money  can't  buy. 
But  Michael  S.  Dell's  problem  isn't  at- 
tracting more  Japanese  PC  buffs,  it's 


COMPUTER  BROWSERS:  A  PRICE  WAR  RAGES 


service  percolate  slowly.  He  planned 
start  out  targeting  multinationals 
Tokyo,  then  gradually  turn  to  lo 
businesses.  Once  the  operation  was 
and  running  smoothly,  he  would  ti 
on  the  hordes  of  private  users. 
CALLS  WAITING.  But  by  the  time  E 
announced  his  big  move,  the  Japanc 
PC  market  was  embroiled  in  a 
fledged  price  war,  started  when  Cc 
paq  Computer  Corp.  slashed  prices 
October.  Scores  of  other  foreign  cc 
panies  joined  the  fray,  threatening  > 
Corp.'s  507f  grip  on  the  local  mark 
So  when  Michael  Dell  undercut  e\ 
Compaq's  lowest  prices  at  the  Janu; 
rollout,  he  got  a  hero's  welcome.  "1 
problem  we  h 
now  is  not  mak: 
the  phones  rin 
says  Dell,  "it's 
swering  all  1 
telephones." 

It's  no  jol 
Dell  has  just  40 
its  own  people 
Japan.  In  thi 
days  of  dialii 

BUSINES.S  WE 
only  once  connc 
ed  with  a  hunr 
operator  at  De 
Tokyo  office.  A 
no  one  returnee 
string  of  te 
phone  messag 
left  on  the  i 
swering  machin 
Chaos  reig 
even  though, 
U.  S.  standan 
the  whole  Jai 


keeping  them  at  bay.  Just  two  months 
after  setting  up  shop  in  Tokyo.  Dell's 
phones  are  ringing  off  the  hook,  and 
distributors  are  fretting  over  a  capaci- 
ty crunch.  An  uncontrolled  surge  in 
demand  could  swamp  Dell's  bare-bones 
Tokyo  staff.  For  a  company  whose 
market  strateg\'  depends  on  word  of 
mouth,  delays  in  filling  orders  could  be 
lethal.  "I'm  worried  about  deliveries," 
confesses  a  harried  salesman  at  a  To- 
kyo PC  shop.  "If  they're  late,  the  grape- 
vine could  turn  sour." 

This  is  not  how  things  were  sup- 
posed to  happen.  Michael  Dell's  plan 
was  to  let  the  news  about  his  unbeat- 
able prices  and  high  level  of  customer 


operation  is  s 
embryonic.  Even  when  direct  sales  ; 
added  in,  total  shipments  for  the  y( 
probably  won't  exceed  20,000,  st 
market  researcher  International  D; 
Corp.  For  all  the  fuss,  Dell  will  lik 
close  out  1993  with  less  than  17(  of  t 
market. 

With  such  minuscule  volum.e  in 
kyo,  it  is  tough  to  fund  a  hasty  exp; 
sion  without  hurting  margins.  "Lots 
companies  come  to  Japan  prepared 
fail,"  says  Thomas  Ainlay  Jr.,  dir. 
marketing  manager  with  ad  ager 
McCann-Erickson  Hakuhodo  Inc.  in 
kyo.  "What  they're  least  prepared 
is  instant  success." 

By  Xeil  Gross  in  Tof 
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i  SUPERCOMPUTING, 
UPERCONFUSION 


arge  number  of  alternative  brands  and  technologies  has  customers  bewildered — and  not  buying 


picking  out  a  supercomputer  used 
Pto  be  easy.  You'd  find  $15  million 
or  so  and  call  Cray  Research  Inc. 
ely,  though,  Cray's  near-monopoly 
given  way  to  a  profusion  of  alterna- 
!S,  each  with  a  unique  design  and 
1  claiming  to  excel  in  speed,  cost, 
ease  of  use— or  all  three. 
Iven  for  the  savvy  scientists  and  en- 
!ers  who  pay  up  to  $30  million  for 
1  machines,  the  market  is  baffling, 
y  could  stick  witii  traditional  "vector" 
■hines,  such  as  those  made  by  Cray 
its  Japanese  rivals,  Fujitsu  and  NEC. 
performance  improvements  in  such 
Iware  are  coming  slowly  as  designers 
to  wring  more  speed  from  individu- 
rocessors.  Massively  parallel  proces- 
!  (MPPs),  on  the  other  hand,  hold  out 
promi.se  of  far  greater  speed  at  low- 
)rices  by  combining  dozens  or  even 
dreds  of  ordinary  microprocessors, 
able  is,  there  are  about  a  dozen  com- 
ics building  such  machines,  and  it's 
lear  which  design  will  dominate— or 
Ave.  Finally,  there  are  clusters  of 
'erful  workstations  that  can  be  pro- 
nmed  to  work  together  on  some  sup- 
)mputing  jobs,  but  not  all. 
'he  result?  Customers  sat  on  their 
ds,  and  1992  turned  out  to  be  the 
st  year  on  record  for  supercomputer 
cers.  Cray  Research  lost  money  in 
I.  Through  the  first  11  months  of  its 


THINKING  MACHINES'  CM-5:  MASSIVELY 
PARALLEL  PROCESSING  HAS  YET  TO  CATCH  ON 


fiscal  1992,  which  ends  this  month,  NEC 
Corp.  sold  just  seven  supers,  half  of 
199rs  total.  Even  the  new  MFP  market 
was  disappointing.  At  $260  million,  sales 
of  MPP  gear  were  up  18%,  according  to 
researcher  Gary  Smaby.  But  that's  about 
a  third  the  gi'owth  he  had  forecast.  In 
all,  supercomputer  sales  last  year  de- 
clined 11%,  to  $2.1  billion,  Smaby  says- 
a  sudden  and  painful  drop  from  the 
steady  28%-plus  annual  gi-owth  rate  for 
the  past  decade. 

Against  this  backdrop.  Supercomput- 
er Systems  Inc.,  a  five-year-old  startup 
foimded  by  former  Cray  designer  Steve 
S.  Chen,  folded  last  month  after  run- 


ning out  of  money  to  build  a  superfast 
vector  machine.  Chen  won't  be  the  last 
casualty.  Seymour  Cray's  Cray  Comput- 
er Corp.,  now  five  years  behind  delivery 
schedule,  is  looking  to  Wall  Street  and 
Washingt<:)n  for  emergency  funding  (page 
90).  And  a  shakeup  in  the  crowded  MPP 
field  is  inevitable. 

An  improving  economy  will  help  sales, 
but  Smaby  predicts  only  7.6%  growth 
overall— not  enough  to  sustain  so  many 
players.  "Everybody  is  eating  every- 
body else's  lunch,"  says  Peter  Gregory, 
senior  vice-president  of  marketing  at 
the  Minnesota  Supercomputer  Center, 
which  sells  computing  time  on  supers. 
"Nobody's  getting  enough  to  support  the 
R&D  that  needs  to  be  done." 

This  is  especially  true  in  the  nascent 
MPP  market.  Two  companies  building 
MPP  machines,  Wavetracer  and  AUiant 
Computer  Systems,  went  belly-up  last 
year,  and  Thinking  Machines  just  laid  off 
3%  of  its  work  force. 
IN  LIMBO.  Until  a  shakeout  makes  clear 
which  designs  will  dominate,  customers 
seem  determined  to  hold  on  to  their 
wallets.  William  T.  "Tilt"  Thompkins, 
head  of  United  Technologies  Corp.'s  cor- 
porate research  center  has  no  plans  to 
replace  his  five-year-old  super  from 
Thinking  Machines  Corp.,  which  is  used 
to  design  helicopter  rotors  and  environ- 
mentally safe  coolants.  Instead,  he's 


EENY,  MEENY  •••  It  used  to  be  there  was  one  way  to  build  a  supercomputer:  Seymour  Cray's  way.  Now  o  plethora  of  different 
and  often  incompatible  supercomputer  architectures  has  confused  the  market  and  slowed  sales  while  customers  sort  things  out. 


r 


f ECTOR  MACHINES 

992  sales:  $1.3  billion,  down  23% 

his  is  how  supers  have  been  built  since 
le  1970s.  Data  are  fired  through  a  small 
umber  of  custom-built  processors.  But 
regress  in  boosting  performance  per 
ollor  has  slowed. 

lAJOR  PLAYERS  Cray  Research,  Cray  Com 
uter,  Fujitsu,  NEC,  Hitachi,  Convex,  IBM 
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MASSIVELY  PARALLEL 
1992  soles:  $260  million,  up  18% 

Relatively  inexpensive  microprocessors 
ore  wired  together— hundreds  or  thou- 
sands in  a  "massively  parallel"  system. 
The  hangup:  software. 
MAJOR  PLAYERS  Intel,  Thinking  Machines, 
Kendall  Square  Research,  nCube,  MosPar, 
NCR.  Coming:  Cray  Research,  IBM 


WORKSTATION  CLUSTERS 
1992  soles:  $592  million,  up  18% 

Groups  of  desktop  workstations  and 
servers  in  a  network  creates,  in  effect, 
a  parallel  computer  combining  the  power 
of  each  machine. 
MAJOR  PLAYERS  Silicon  Graphics, 
Hewlett-Packard,  Convex,  IBM,  Cray 
Research,  Sun  Microsystems 
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writinK  Kfitralized  Miltware  that  can 
run  on  almost  any  super  that  hits  the 
market.  That  may  mean  sacrificing  20% 
in  execution  speed.  But,  he  says:  "It  al- 
lows you  take  a  wait-and-see  attitude 
for  the  eventual  winners." 

For  Jim  Brown,  waiting  for  the  MFP 
market  to  take  off  is  like  waiting  for 
Godot.  "I  keep  thinking  every  year  it's 
going  to  come,"  he  .says.  As  chief  execu- 
tive at  Scientific  &  Engineering  Soft- 
ware in  Austin,  Tex.,  he  has  kept  a  tiny 
MPI'  .software  project  running,  but  "until 
there  are  lots  of  people  using  [mpps], 
you  can't  make  any  money  with  it,"  he 
says.  Indeed,  beyond  national  laborato- 
ries and  universities,  MPP  machines  so 
far  have  only  sold  well  to  oil  companies, 
for  use  in  seismic  modeling. 
SOFTWARE  SHORTAGE.  For  now,  many 
customers  who  are  buying  are  .sticking 
with  vector  machines  from  Cray  Re- 
search, .\EC,  and  Fujitsu.  They're  simpler 
to  program  than  MPPs,  and  there's  prov- 
en software  for  them.  But  the  cost  of 
boosting  the  speed  of  vector  designs  is 
going  through  the  roof  as  engineers  pio- 
neer esoteric  microchip  technologies. 

Eventually,  slowing  gains  in  vector 
performance  should  tip  the  .scales  to- 
ward MPP.  But  now  there's  .still  trouble 
turning  .MPP  theory  into  practice,  as  Los 
Alamos  National  Laboratory  discovered 
last  year.  It  benchmarked  a  Thinking 
Machines  CM-2,  a  SIO  million  MPP  rated 
at  a  peak  of  28.6  billion  calculations  per 
second  128.6  gigaflops!,  against  a  similar- 
ly priced,  2.6-gigaflops  Cray  Research 
Y-MP/8  vector  processor.  The  Cray  won 
every  test.  Why?  Software  to  unleash 
MPP  power  is  still  lagging.  The  trick  re- 
mains breaking  down  programs  to  work 
across  many  processors. 

While  customers  wait  for  better  .MPP 
software,  there  is  yet  another  option: 
clusters  of  desktop  workstations  that 
collaborate  on  large  problems.  They're 
not  as  fast  as  the  fastest  supers,  but 
for  many  calculations  the  cost  can't  be 
beat.  Michael  J.  Ross,  chief  executive 
at  Arris  Pharmaceuticals  in  South  San 
Franci.sco,  u.ses  such  a  workstation  clus- 
ter to  simulate  molecular  interactions  in 
new  drugs.  "I  can't  see,  without  a  major 
software  breakthrough,  that  we'd  buy 
a  massively  parallel  computer,"  he  says. 

What  will  spur  supercomputer  sales? 
It  would  help  if  strong  market  leaders 
would  emerge  to  establish  standards  in 
the  nascent  MPP  field.  Two  likely  candi- 
dates are  Cray  Research  and  IBM.  Both 
plan  to  launch  MPP  machines  this  year. 
That  would  be  a  mixed  blessing  for 
many  MPP  pioneers.  Their  market  may 
finally  take  off,  but  only  because  of  the 
presence  of  two  potent  rivals. 

By  Russell  Mitchell  in  San  Francisco, 
u'ith  bureau  reports 


MR.  CRAY  GOES  TO  WASHINGTON, 
HAT  IN  HAND 


Suddenly,  the  reclusive  Seymour 
Cray  is  talkative.  No  wonder. 
His  company  is  almost  broke. 
And  he  wants  Uncle  Sam  to  lend  him 
a  hand. 

At  67,  Cray  is  supercomputing's  re- 
vered patriarch.  His  inventions  made 
Control  Data  Corp.,  Cray  Research 
Inc.— indeed,  the  U.  S.— leaders  in  blaz- 
ingly  fast  computers,  key  to  building 
nuclear  bombs,  assessing  global  cli- 
mate change,  and  crash-testing  cars 
in  cyberspace.  But  his  current  compa- 
ny, Cray  Computer  Corp.  in  Colorado 
Springs,  Colo.,  says  it  has  only  enough 
cash— just  S27.6  million— to  last  until 
August.  Cray  can't 
count  on  selling  any 
multimillion-dollar 
Cray  3  computers 
before  then,  so  he's 
desperate  for  new 
financing.  So,  hat  in 
hand,  he's  heading 
for  Washington  in 
search  of  money— or, 
at  lea.st,  a  firm  or- 
der or  two. 

That  will  be  a 
first  for  Cray,  who 
has  never  asked  for 
direct  government 
aid  in  three  decades 
of  building  supers. 
Too  much  red  tape 
But  Cray  is  a  pragmatist.  "Govern- 
ment money  is  better  than  no  money 
at  all,"  he  says  now. 

Even  with  the  new  Administration's 
technophilia,  it's  unclear  how  Cray  will 
be  received.  He  has  yet  to  show  a 
working  model  of  his  Cray  3,  which 
is  five  years  behind  schedule  and  has 
soaked  up  S300  million.  Now,  Cray 
says,  a  first  public  demonstration  is 
planned  within  a  month.  The  one  Cray 
3  order  that  was  made,  by  Lawrence 
Livermore  National  Laboratory,  was 
canceled  more  than  a  year  ago. 
VECTOR  POWER.  One  of  the  Cray  3's 
big  problems  is  that  it's  a  "vector" 
supercomputer,  Ijased  on  a  design  Sey- 
mour developed  in  the  1970s  at  his 
previous  company,  Cray  Research. 
Many  analysts  view  the  vector  market 
as  mature,  soon  to  be  surpassed  by 
massively  parallel  processor  (mpp) 
supercomputers.  These  machines 
spread  large  problems  over  dozens  of 
cheap  microprocessors  and  their  mak- 


CRAY:  OUT  OF  CASH  BY  AUGUST? 


he  always  said. 


ers  claim  they  can  often  outperfoi 
vector  machines  for  less  money. 

Cray's  response:  Contrary  to  pop 
lai-  belief,  vector  machines  are  far  fr( 
reaching  their  speed  limits,  and  M 
machines  have  yet  to  prove  themselv 
at  the  speeds  the  Cray  3  will  deliv* 
"Software  problems  have  kept  tht 
from  being  competitive,"  he  says.  Cr 
argues  that  his  company's  recent  de 
sion  to  bet  on  mpp  is  simply  "dilutin 
its  support  for  future  vector-proc( 
sor  machines. 

With  Steve  S.  Chen,  this  countr; 
only  other  high-end  vector  design^ 
out  of  business  since  closing  his  Sup^ 
computer  Systei 
in  February,  Cr 
says  his  machin 
are  the  best  bet 
pushing  vector  tec 
nology  to  the  lim 
"I'm  going  to  ta 
the  core  busine 
away  from  my 
company,"  he  sal 
Cray  Research 
it  remains  fully  co 
mitted  to  the  vect 
market. 

The  Cray  3's  te 
nologj'  is  impress! ' 
It  uses  16  ultraf; 
processors  ma 
arsenide  chips,  not 
Each  measures  just 


from  gallium 
usual  silicon, 
inches  by  4  inches  by  1  inch,  and  is 
sembled  by  robots  specially  design 
by  Cray's  engineering  team.  The  ent 
computer  fits  in  three-foot-high  oct; 
onal  box. 

STREET  PERFORMANCE.  But  all  that  V 

be  for  naught  if  Cray  Comput 
doesn't  survive.  In  addition  to  vh 
ing  Washington,  Seymour  Cray  1" 
gone  to  Wall  Street  to  make  his  sa 
pitch  and  seek  financing  that  woi 
do  minimal  damage  to  Cray  Compu 
stockholders,  the  majority  of  wh 
have  taken  a  fierce  beating  on  th 
original  investments.  Since  1991,  t 
company's  stock  has  fallen  from 
high  teens  to  S%. 

For  most  of  his  adult  life,  Seymc 
Cray  has  known  precisely  what 
wanted— a  chance  to  build  the  worl 
fastest  computers.  Now,  for  the  fi 
time,  he  may  need  a  benefactor 
pursue  his  dream. 

By  Russell  Mitchell  in  San  Fraud 
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The  difference  between  worldwide  and  worldwise. 


What  difference  does  it  make  that  Lufthansa 
flies  to  more  countries  worldwide  than  any 
other  airline?  Or  that  every  60  seconds  a 
Lufthansa  plane  is  taking  off  for  yet  another  one 
of  our  182  destinations  around  the  world?  The 
point  is  that,  over  the  years,  every  experience 
With  every  traveler  from  every  corner  of  the 
world  has  helped  us  to  understand  you.  We've 
grown  accustomed  to  differences  in  custom.  All 
the  better  to  help  you  feel  at  home  everywhere. 
And  that  makes  all  the  difference  in  the  world. 

Q)  Lufthansa 


A  passion  for  perfection. 


For  more  information  and  reservations  call  1-800-645-3880  or 
see  your  Travel  Agent  Lulttiansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir 


WAGES  I 


A  HIGHER  MIHIMUM  WAGE: 
MIHIMAL  DAMAGE? 


Now,  many  experts  think  raising  it  could  boost  Clinton's  job  strategy 


The  minimum-waKe  deliate  has  De- 
come  numhinKly  famihar  in  the  55 
years  since  Franl^hn  D.  Roosevelt 
signed  the  law  that  puts  a  flooi-  undei- 
pay.  Companies— hacked  by  most  econo- 
mists—say I'aising  the  minimum  destroys 
jobs  by  forcing  employers  to  scale  back 
hiring.  Proponents  point  to  people  such 
as  Betty  J.  Milliard,  44,  who  sews  ladies" 
underwear  in  a  garment  factory  in 
Rocky  Mount,  N.  C.  After  19  years 
there,  she  still  earns  the  minimum  $4.25 
an  hour.  "It's  hard  to  make  [ends  meet]," 
says  Hilliard.  "It's  a  disgrace." 

As  the  Clinton  Administration  pre- 
pares a  new  campaign  to  raise  the  min- 
imum, however,  something  unprecedent- 
ed is  happening:  The  debate  is  edging, 
ever  so  slightly,  towaixl  a  middle  ground. 
The  Clintonites  gi'ant  that  a  higher  min- 
imum could  hurt  employment  growth 
temporarily.  But  they  think  that  such  a 
setback  will  be  outweighed  as  rising 
wages  force  companies  to  buy  new 
equipment,  improve  productivity— and 
eventually  create  jobs  requiring  highei- 
skills  that  raise  the  standard  of  living 


and  boost  the  total  economy.  Grudging- 
ly, minimum-wage  opponents  are  ced- 
ing this  point.  Richard  Herman,  execu- 
tive director  of  the  Employment  Policies 
Institute,  will  vigorously  fight  a  higher 
wage  floor  on  behalf  of  hotels  and  fast- 
food  industries.  His  argument:  "We're 
concerned  about  people  from  welfare 
families  who  can't  get  a  job."  Yet,  he 
adds,  "if  you  want  to  take  the  macro 
view,  you  can  argue  that  productivity 


:J;  gains  [from  a  higher  minin 
wage]  are  good  in  the  long  r 
It  won't  be  clear  for  a  w; 
where  this  modest  conser 
may  lead:  Labor  Secretary  1 
ert  B.  Reich  says  he  plan; 
hold  off  on  proposals  to  raise 
index  the  minimum  until  \ 
i  'tfi  i"€'covery  is  for  real.  Still, 
L  >r  ready  seems  likely  that  a  sej 
ate  initiative— the  Adminid 
tion's  so-called  high-skills 
strategy— will  lend  a  new  dir 
sion  to  the  standard  debate, 
high-skills  argument  has  t 
made  most  cogently  by  ec- 
mists  such  as  former  Labor 
retary  Ray  Marshall.  He  h 
that  high  interest  rates  di 
up  the  real  cost  of  capital  in 
1970s  and  1980s,  creating  ar 
centive  to  compete  against  o 
seas  rivals  on  the  basis  of 
just  as  baby  boomers  and  w 
en  flooded  the  labor  market 
drove  down  the  relative  pric 
labor.  That  effect  was  hei 
ened  by  a  dramatic  drop  in 
inflation-adjusted  minimum  wage,  w 
remains  at  historically  low  levels  (ch 
TEST  CASE.  In  Thinking  for  a  Livin 
book  he  co-authored  last  year.  Mars 
argues  that  competing  on  wage 
dumb.  The  key  to  winning  in  world  i 
kets  while  raising  living  standard 
home,  he  says,  is  to  rely  on  hig 
skilled,  more  productive  workers, 
believes  that  indexing  the  minin 
wage  will  help  to  spur  this  transit 
And  if  that  hurts  young  workers, 
are  the  most  vulnerable  minimum-w 
employees?  "I  don't  want  them  in  tl 
jobs  anyway,"  says  Marshall.  "I  wj 
them  in  school  or  in  apprenticeship  ! 
gi-ams"  that  Clinton  plans  to  expanc 
Minimum-wage  critics  have  troj 
countering  such  logic.  Herman  agrf 
for  instance,  that  higher  labor  costs  f 
companies  to  improve  efficiency, 
higher  productivity  produces  long-t 
job  gains,  says  Thomas  A.  Gray, 
senior  economist  at  the  National  Fe 
ation  of  Independent  Business,  w 
represents  small  employers.  But  1 
still  oppose  a  higher  minimum,  hi 
on  its  assumed  short-term  drawbacl 
Even  those  effects  are  not  as  c 
as  most  economists  have  assumed,  1 
ever.  For  example,  Princeton  Univei 
economist  David  Card  recently  thoi 
of  a  clever  way  to  simulate  sometl 
lacking  in  most  minimum-wage  ar 
ses:  a  controlled  experiment.  Prev 
studies  have  identified  lower  job  grc 
primarily  Vjy  making  statistical  con 
tions  l^etween  minimum-wage  hikes 
national  employment  levels.  But  this 
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lach  provides  no  comparison  sample  to 
)w  what  job  growth  would  he  if  the 
limum  weren't  raised. 
Zavd  made  California  his  control 
)up.  Like  many  states,  California  has 
own  wage  law,  and  in  1988  it  raised 
minimum  to  $4.25  an  hour,  while  the 
eral  level  remained  at  $3.35.  When 
rd  compared  California  with  states 
ere  the  minimum  didn't  change,  he 
nd  no  evidence  that  its  employment 
■wth  had  slowed.  The  story  was  even 
re  startling  for  teenagers,  who  make 
a  third  of  all  minimum-wage  workers 

1  are  the  first  to  go  if  the  wage  rises. 

2  employment-to-population  ratio  for 
ifornia  teens  rose  by  5.6%. 

>  EVIDENCE.'  "Even  in  the  low-wage 
ail  trade  industry,  I  can  find  no  evi- 
ice  of  an  adverse  employment  effect," 
s  Card.  Lawrence  F.  Katz,  the  Labor 
pt.'s  chief  economist,  came  to  a  simi- 
conclusion  when,  as  a  Harvard  Uni- 
sity  professor,  he  looked  at  fast-food 
taurants  in  Texas.  Card  and  Katz 
speculate  that  the 
minimum  had  fal- 
len so  low  by 
1987  that  raising 
it  only  lifted  wag- 
es to  where  the 
free  labor  market 
would  have  set 
them  anyway. 

The  jousting 
hasn't  ended,  of 
course.  Two  other 
recent  studies,  in- 
cluding one  of 
California,  found 
lower  job  growth 
from  higher  mini- 
mums,  mainly 
among  teens  and 
young  adults.  "We 
nd  that  teen  employment  falls  by 
4"  when  the  minimum  rises  10%.  "But 
ou  ask  me  does  that  imply  the  mini- 
m  wage  is  horrible,  I'd  say  no,"  says 
vid  B.  Neumark,  a  University  of 
msylvania  economist  who  co-authored 
study.  The  bottom  line  is  this,  says 
iiger  W.  Dornbusch,  an  economist  at 
ssachusetts  Institute  of  Technology 
1  a  BUSINESS  WEEK  columnist:  "The 
rage  economist  believes  that  raising 
minimum  reduces  employment.  Now, 
1  have  to  say  it's  uncertain." 
Cven  advocates  agi-ee  that  raising  the 
limum  to  ridiculous  heights  would 
se  big  job  losses.  Reich  has  told  Katz 
ietermine  how  big  an  increase  is  wise 
I  whether  indexing  is  a  good  idea. 
in,  an  interesting  debate  will  devel- 
-not  just  on  raising  the  minimum  but 
whether  the  long-term  gain  is  worth 
short-term  pain. 

}y  Aaron  Bernstein  in  New  York,  with 
istina  Del  Valle  and  Mike  McNamee 
Washington 


A  Stock  Fund 
That  Has  Consistently 
Beaten  The  Index 

If  you're  looking  for  lui  equity  fund  that  does  more  tliLUi  simply 
miiTor  the  stock  market  like  iui  index  fund,  consider  Fidelity  Dis- 
ciplined Equity  Fund.  Backed  by  Fidelity's  money  miuiagement 
expertise,  this  hmd  iiims  for  growth  that  outpeifonns  the  S&P  500 
year  iifter  year 

A  Unique  Approach  That's 
Delivered  Results 

I'idelit}  Disciplined  li(|iiit\'  Fund  invests  in 
siniiku'  industries  lis  tlie  SiiP  SOO  hwi  may  not  necessiuily 
choose  the  siune  stocks.  We  use  a  proprietary  soft- 
ware prognmi  that 
screens  througli  tliou- 
siuids  of  potential 
investments  aiid  invest- 
ment variabk^s.  This 
lielps  us  to  select  those 
stocks  we  believe  to 
have  the  gi'eatest 
^]X)wtli  potentiiil  witliin 
each  iiidustn.  Average 
Annual  Total  Returns:  13.23%  for  1  year;  20.39% 
for  Life  of  Fund.' 

,\11  it  t:ikes  is  $2,500  to  stiirt  pursuing  the  growth 
potentiiil  you  want  with  no  foad. 

Visit  A  Local  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fideliiy  Inuestmenis^ 

^  Common  sense.  LIncommon  results. 

h- 

For  more  eomplek'  infoniialion,  incliidini;  ftrs  ;uid  expenses,  ;Lsk  for  a  free  prospectus.  Read  il 
carefully  hefore  you  iinesl  or  send  money.  'The  fund  coniniencetl  oi)eralions  1 2/28/88.  Average 
;uinii;il  loUil  I'etiinis  are  as  of  1 2/.->  I  A)2.  '"Hie  fund  s  cuinulalive  loUJ  reluni  as  of  l/31A)3  for  life  of 
fund  was  1 14.7 The  S&l'  SOO's  cuniulalive  loUd  return  for  the  .siuiie  penod  was  81 Tol;il 
returns  are  historic;il  ;uid  include  clnuige  in  share  price  ;uul  reinvestnieni  of  di\idends  ;uid  capil;i] 
giuns.  Reliims  for  the  S&P  SOO,  ;ui  unni;uiaged  index  of  common  stock  prices,  include  reinvestment 
of  divideiifis  Past  peribnn;uice  is  no  guarantee  of  future  results.  Share  piice  ;uid  return  will  vary  and 
you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Kidelity  Di.siributors  (^oiporation. 
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Presentation  Equipment 


$72 


The  most  advanced  pen  sized 

Laser  Pointer      incredible  Low  Price 

INFINITER — ^         Q  niPCC  S 

Don't  Lose  Their  Attention! 

Br,gh,  red  laser  do.  lets  your  audience  focus  f,°r,S",,^r;rxS,oSn8 
on  your  topic  and  lets  you  direct  the  presentation 
Ideal  for  seminars,  classrooms  and  all  presentations 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW; 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  identify  close  to 
200  extremely  vulnera- 
ble stocks  (rated  8  or 
9)  — including  some 
very  famous  names — 
wtiicfi  I  believe  could 
"take  a  batti"  at  any 
time.  Plus  some  potent  TTqt.u  tuIcIT 
profit  candidates         mahmn  zwtib 

The  ratings — which  also  cover  nearly 
2000  AMEX  and  OTC  stocks— run  from  1 
(the  top  5%)  down  to  9  (the  worst  5%)  for 
expected  price  performance  in  the  next  6  to 
12  months  Since  these  monthly-updated 
ratings  began  in  1976,  stocks  rated  1  have 
gone  up  4662  4%  vs.  only  10  0%  for 
stocks  rated  9  (Past  results  are  no  guaran- 
tee of  future  results ) 

I  urge  you  to  start  at  once  receiving  my 
Performance  Ratings,  and  receive  a  gift 
copy  of  my  book,  "Winning  on  Wall  Street" 
($20  retail)  Time  is  crucial  Act  now 
Three-Month  Trial  $45 
One  Year  $205.  Visa/MC 
1-800-535-9649  Ext.  9026 

ZWEIG  PERFORMANCE 
RATINGS  REPORT 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 
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Best  Personalized  Children's  Books 

4350  Sigma,  Suite  435.  Danas.  TX  75244 
FREE  KIT:  (214)  385-3800 


PROFIT  can  be  yours  if  you 
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witfi... 


SEVEN  LETTERS  I 
\lNVE$TMENT  GUIDE©1 


Written  by  Clarence  Wolf,  Jr., 
40  years  with  a  major  NYSE 
firm,  now  a  Registered 
'z}  Investment  Advisor  Contains 
14  Chapters  relating  to  Investing  plus 
a  Dictionary  of  Financial  Terms. 
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QUANTITY  DISCOUNTS  -  OEAliRS  WELCOME 
y)  /    Like  ««mi  K  D»»  Wamnly 

/Lj/^^/fCall  800/851-1878 
/^//        Fai:  214/224-3281 

'       I     Compuplon  Infemational.  Inc 


Office  Supplies/Equipment 


America's  Lowest  Priced 
Office  Supplies  Direct  to  You 


Kpsun 
IX,  KX, 


M 

RXlOO 
Black  5 
Matrix 
Ribbon 


#BMI53 


.Swingline 
Full  Strip 
Sl:ip!(>r 
l!!;xk 


J7BK 
tych 


3M 


Hiahland'" 

Post-It 
Notes  ,1x.1 
Yellow 


#6549 


(  artridnes  CapOS 
for  Canon  !«E1»> 
P(  6RK,  ^ 
P(  1,P<  2, 
Pt  3,  PCS 
and  more 

#A15  *59'*^^h 


>n  JS^IS 

-p 


You  simply  won't  find  lower  pru  es  on  brand  name  office  supplies  than  at 
Wholesale  .Supply  Company.  Over  9.6(XJ  different  Items,  same  day  shipping,  ;ind 
all  at  prices  you  have  to  see  to  fielieve.  So  call  now  for  your  free  catalog. 


1-800-962-9162 


Ad  Code  (M)S5 


mm 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•  forward-lilt 
leature 

•Adjustable 

neck  rest 

•  i5ulll-m  adiustabk 
lumbar  support 

NCI*"' 

7o  /;/  indiriduals  from  5-"  up  to  O'O" 


BackSaver  caU  1-800-251-2225 

  lax  14  lir».  IHI1(|.44,<  >)WW 

5.VKffrty  .\ve..  BW  E.  Holliston.  .M.\  01746 


HIGH  BLOOD  PRESSURE? 

We  can  help  you  to  cure  your 

high  blood  pressure 
without  using  any  medication. 
For  SOLUTION  write  to: 
PAUL  LIN 
9220  Clarewood,  Suite  2026 
Houston,  TX  77036 


FREE  CATALOG 


«r^:v    New  Hearing  Aids 

All  Models  •  Huge  Savings 
S     VP  •  No  Salesman  Will  Call 


Try  Before  You  Buy! 

Write:  Better  Hearing.  20289  2n(J  St ,  Brookport  IL  62910 

1-800-255-8885 


Business  Opportunities 


START  YOUR  OWN 


PRIVATE  POSTAL  CENTER 


MAItBOX  MANUFACTURER  hai  free 
moilbox  catalog  and  information  on 
Private  Postal  Centers  and  related  busi- 
ness services  HIGH  PROFIT  I 


0/1  Ure  (800)323-3003 

fi--Mi.cni-ia  tlnia  .oca  (21312326I81 

ffU'lMirilj)  ,oioE.62ndSl  L.A.,CA  90001 
People  Commined  to  Qtjality  Stnce  1 936 


PERSONAL.AUTO'HOME^OFFICE  SECURITY 


Receive  Video  Training 
Earn  $500-$20,000+  per  month  with 
Muiti-Level  Marketing  of  Quorum  " 

Security  Products  '  Excellent 
Quality-Color  Brochures  Available 
Call  703^59-2094 
IMS 

45681  Oakbrook  Court,  Suite  107 
Dulles,  Virginia  20166 


UNLIMITED  INCOME 


Revolutionary  lubricant  sold  to  Ag. 
marine,  trucking,  industry  &  Govt. 
Protected  areas.  High  re-order  rate. 
Large  margins.  Recession  proof. 
Low  stress.  We  train.  $15,500  Cash 
req.  all  sec.  by  product. 
Call  for  Info/Video. 


1-800-743-4479 


Education/Instruction 


COLLEGE  DEGRE 

BACHELORS  •  lilASTERS  •  DOCTOR/ 

For  Work,  Llle  and  Acsde 
Experience  •  No  Classto: 
Attendance  Required 

Call  (800)  423-324 

or  send  detailed  resun' 
lor  Free  Evaluation 

Pacific  Western  Univefsil 

600  N  Sepulveda  Blvd  DepI  170 
Los  Angeles,  CA  90049  USA 


RESEARCH  REPORTS 

19,850  academic  topics  availabi 
Send  $2  00  foi  the  290-page  cataio 
Custom-written  reports  also  availabi 
RESEARCH  ASSISTANCE 
11332  Idaho  Ave  ,  #206BF, 
Los  Angeles.  CA  90025 
Toll  Free  Hotline:  800-351-02221 
(California  310-477-8226) 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  work  /life  exp  *  Accred 
(800)  444-8569  (24  hrs.)  ) 

LaSalle  University^ 

I  Dept.  569  Mandeville,  LA  70470-4) 


Earn  YOUR  Degrees 

AA.  BBA,  &  MBA.  Purale(l 
Marketing,  Management,  Hed 
Care  Acmiinistration,  Internatioi 
Business,  Human  Resourci 
Home  study  saves  time,  effort  a 
money.  Get  the  facts.  Call  (81 
477-2254,  Soutfiern  Califorl 
University,  202  Fashion  Lane-E) 
Tustin  CA  92680. 


BACHELOR,  MASTER,  DOCTQi 

EARN  A  DEGREE  Use  your  pa"  -'i"  ■ 
credit  toward  your  degree  No  > 
or  on-campu5  attendance 
our  experience  Self-pared  ■ 

For  No  Ou:-  t . 

(505) 889 

>  Louisiana  Blvt 
Suilei 
0 

Albuquerque,  New  Mexico  8711(il 


Cable  TV 


- 


FREE  CATALOG!  1-800-345-8 
JERROLD  HAMLIN  OAK  El 

CABLE  TV  DESCRAMBLER 


•  special  prices'  •  Compare  Our  Low  Rl 
Pnccsi  •  Orders  From  Slock  Shipped  Immedijl 
•  Guaranteed  Warranties  &  Prices'  fl 
•All  Maior  Credit  Cards 
PACIFIC  CABLE  CO  ,  INC 
73257)  Reseda.  DepI  863   Reseda.  CA  9lS 
For  calalog,  orders  &  inio  1-600-345-8!'. 


CABLE  TV  DESCRAMBLES 

CONVERTERS,  ACCESSORIi 

Name  Brands.  Lowest  Prices.  Best  Serb 
For  FREE  16-page  color  catalog  ca 

CABLE  READY (300)  234-IOlS 
COMPANY    I"*"*!  ■*» 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE 


BUSINESS 


WEEK 


Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061  1 


es  Promotion/Marketing 


5  Leads  &  Mailing  Lists 


Million  U  S  Businesses  - 
Million  Consumers/Residents 
Any  List  You  Need' 
E  Catalog  -  Call  |402|  331  7169  oi  write 
imerican  Business  Lists 

=  0,  Box  27347  •  Dept  01-083 

la,  NE  68127  •  FAX  (402)  331-1505 


relecommunications 


scounted  Batteries,  Vehicle 
largers,  Battery  Savers  and 
ses  All  Makes  and  Models. 
FREE  catalog  write: 

Callison  Enterprises 
Box  631,  Odessa,  PL  33556 
813/664-3552 


Security 


MOTEL  PASSKEY  OR  STOLEN  KEY  THIEVES/ 

;KERS,  Prolecl  yOLjfsell  Oo  Qfll  rely  on  anyone 
vilh  peace  ol  mind  Compact  (8"  x  10'  n  1  1/2'), 
lighiweight  package,  lits  ifi  carry-on  luggage 
IS  user  tnenrily,  riigh-securily  m-room  rJoof  and 
flocks  Not  available  m  slofes  $75  00  value  (4-8 
livery)  VISA/MC,  $49.95,  plus  $8  00  lax,  sflip- 
indling  1-800-324-4125.  


Sports 


PENDABLE  SPORTS 
RESULTS  NOW!!! 

1-900/896-PIC2 
Ext.  3909 

99  per  min.  Must  be  18  yrs. 
Unistar  Co. 
602/631-0615 


llassified  Advertisers 


PAYS  TO  ADVERTISE 
rHE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Week 
ket-Place  Section  is  a 
:ial  advertising  feature 
saring  in  the  first  issue 
ach  month.  The  Market- 
■e  provides  an  ideal 
)wcase'  for  advertisers 
have  products  or  ser- 
s  that  appeal  to  Busi- 
5  Week's  more  than  6.8 
on  responsive  readers. 
Dr  rates  and  Information 
write: 
BUSINESSWEEK 
MARKET-PLACE 
East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 
x  call  (31 2)  337-3090 
>r  FAX  (312)337-5633 


Catalogs 


rKITES 

I  FREE  COLOR  CATALOG 

I  Choose  from  over  200  kites 
'  Many  unusual  &  innovative  designs 
I  Call  or  write  for  your  catalog  todayl 

I   Into  The  Wind  •  (800|  541-0314  I 

!  1408-BW  Pearl  St.,  Boulder.  CO  80302  ' 


Jewelry 


WANTED 

ROLEX  •  DAYTONA 
|;  COSMOGRAPH 

Paying  up  to  $3000 
}  Need  Not  Be  Running 

PHIL  HODSON  i  ASSOC. 

Box  820428 

1-80M85-2112       Ft  Worth.  TX  76182 


Corporate  Gifts 


CASINO-STYLE  POKER  GAMES 


Retail  sales  for  your  home  or  business 
Full  19"  color  screens  set  in  upright 
Las  Vegas  style  cabinets.  Several  game 
options!  Warrantied.  Send  for  brochure 
and  game  assortment; 

Billiard  &  Games  Etc.,  Inc. 
4155  E.  Harry,  Wichita  Mall 
Wichita,  KS  65213 
316/682-0311 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

.  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  youi 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.        IOI  Bel  Air  Drive 
New  Milford.     CT     06776,     U  S  A. 
(800)  535-5255  •  Fax  (203)  354-2786 


Corporate  Gifts 


SkntlFin 


Quantity 

144      288      576      1008  2016 

Special  Price 

$1.39ea    I.SSea     1.29ea     1.09ea  .99ea 

To  order  mugs  or  to  receive  a  FREE  catalog  feataring  over  400  items  call 
UiuatkStina      1-800-722-5203  ■  FAX  41fr-236-72g2 


Marketing 


Corporate  Gifts 


AN  ANNIVEI^Y 

COMMEMOR^Ti 

ATOURNAA^ 

RECOdiiiZE 


(800)  252-5966 
)  322-4142,  fAX:  (203)  329-7849 


Sales  Promotion/Premiums 


fear  Your  Loffl). 


hoose  from  our  selection  of  premium, 
American  made  casual  wear  and 
get  your  logo  custom  embroidered 
free!  No-risk  satisfaction 
guarantee,  of  course. 

Get  the  recognition  you 
deserve.  Call  for  current  catalogue  and  prices 

1 800229-0706 

UniFirst  Express,  Hillcrest  Industrial  Blvd.,  Macon,  GA  M204 


Businesses  ■  Clubs  ■  Associations  ■  Events 


Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and  quality. 
Send  for  FREE 
CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dept.  55  C  Hingham,  MA  02043 


Corporate  Gifts 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDA  YLOW  PRICES  ON. . . 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  A'^ 

$2.69 


W  EMBROIDERED 

.  CAPS  AS 

tt»*^  LOW,^S 

^  $3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


EDITED  BY  AMY  DUNKIN 


Investino- 


FUNDSPEAK:  A 
CRASH  COURSE 


What's  in  a  nuiUial 
fund's  name?  Does 
anyone  care,  as 
loiiK  as  il  makes  money?  Are 
l)lump  profits  earned  under 
any  name  as  sweet? 

Of  course  they  arc.  But 
what  if  you've  liou.t^ht  into  a 
fund  with  pei1oi-mance  expec- 
tations liased  on  the  fund's 
name  and  descriptive  materi- 
al? Then  you  s{'e  those  expec- 
tations dashed  because  the  in- 
formation you  relied  on  didn't 
tell  the  whole  story  ahout  the 
true  nature  of  the  fund. 

The  chance  of  this  is  not 
so  farfetched.  Even  if  you  di<^' 
deeper  into  a  prospectus,  the 
lan,y;uaKe  may  lu-  \'aKne 
enou^'h  to  justify  an  invest- 
ment pro,u:ram  that  doesn't 
jilie  with  \our  expectations. 
For  instance,  Kemper  I)i\'ersi- 
fied  Income  Fund  says  it  in- 
vests in  fixed-income  secur- 
ities and  dividend-paying 
stocks.  But  its  assets  are  al- 
most entirely  junk  bonds— one 
kind  of  fixed-income  security— 
and  the  portfolio  looks  a  lot 
like  that  of  Kemper  lli<4h- 
Yield  Fund,  a  junk-l)ond  fund. 
Kemper  marketing  head  Bill 
Chapman  sa\'s  ihe  company' 
mi,!j,iit  broaden  the  sti-ale^y. 
But  if  tile  fund  sticks  primar- 
ily with  j'unk  bonds,  "we'll 
mer.L^e  it  into  its  sister  fund." 

One  problem  facinii,  in\'es- 
toi's  and  industry  executives 
is  that  many  of  the  biizzwords 
of  nnitual-fund  imcstinu,  are 
not  well  defined.  For  instance, 
a  numbei-  of  fluids  that  call 
thenische.s  "growth  and  iii- 
coim"  or  "income  and  "growth" 
yield  less  than  l.-'j'/f.  says 
John  Ptekenthaler,  editoi-  of 
Moriiiinista I  Mutual  Funds. 
"You  can  aruue  about  what  a 
.i^rowtli  and  income  fund 
should  be,"  he  says,  "but  1 
would  take  it  to  mean  it  has 
more  emphasis  on  income." 
Remember,  a  mutual  fund 


IS  also  a  consume!'  \jf 
product,  and  choosing 
the  right  name  is  often  a 
marketing  decision.  "The 
marketers     may  use 
names  to  suggest  funds 
have  cei'tain  (pialities," 
says  veteran  fund  watch-  ; 
I'r  A.  Michael  Lipper  of 
Lippei'  Analytical  Ser\'ices. 
"But  the  people  who  ci'eate 
tin-  name  don't  necessai'ily 
know  or  understand  how  the 
fund  is  managed." 
NO  HELP.  The  naming  and 
marketing  of  funds  also  de- 
pends on  how  funds  are  sold. 
Keith  Mitchell,  jjresident  of 
Delawai'e  Fund  Distributors, 
admits  his  funds'  names  could 
be  impro\('(l.  Last  year,  Dela- 
ware merged  two  funds  la- 
beled "high  yii'ld"— a  buzz- 
word foi'  junk  bonds— into 
Delchester  Bon{l  Fund.  He 
says  the  merger  was  done  for 
simplicity,  not  to  hide  the 
junk  bonds.  "Oui'  funds  are 
sold  by  brokers,  antl  they 
know    these    funds,"  says 
Mitchell.  "I'd  be  more  con- 
cerned about  names  if  we  .sold 
dii-ecl  to  the  public." 

Marketing  executive  Neal 
Lit\'ack  of  Fidelit)'  Invest- 
ments, which  does  sell  dii'ect- 
\y  to  the  public,  sa\'s  his  com- 
pany usuall\'  chooses  descrip- 
tive names  loi-  its  funds— ex- 
cept for  a  handful  such  as 
Magellan.  Puritan,  and  New 
Millenium,  which  are  meant 
to  be  brand  names. 

But  getting  more  descrip- 
ti\e  (hu'sn't  help  unless  the 
fund  is  accurately  described. 
Last  yeai',  for  instance,  Kem- 
pei'  Financial  Services  re- 
named the  Kemper  Summit 
P'und  the  Kemper  Small  Cap- 
italization Equity  Fund.  But 
Morningstar'"s  Rekenthaler 
says  the  median  market  capi- 
talization of  the  companit's  in 
Kemper  Small  Ca])  is  SI..";  liil- 
lion,  v\'liich  makes  it  moix'  a 
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■cap  portfolio.  Chapman 
lowledges  that  but  de- 
s  the  name,  saying  in  the 
iper  hneup  of  offerings,  it 
the  smallest  companies, 
uch  of  the  confusion 
IS  from  the  fact  that  in- 
ors  and  management  com- 
es don't  use  the 
e  terms  the  same 
,  For  many,  "capital 
•eciation"  suggests 
!gh-risk  fund  that 
5  to  maximize  re- 
is  by  investing  in 
Her,  fast-growing 
panies  with  high  price- 
ings  ratios.  Lipper  uses 
term  to  categorize  the 
est  risk  takers.  But  both 
Fidelity  and  T.  Rowe 
e  Capital  Appreciation 
s  invest  in  cheap,  beat- 
p  stocks  rather  than  high- 
s.  The  term  "emerging 
vth,"  often  used  in  the 
es  of  small-company 
s,  is  also  subject  to  inter- 
ation.  Last  year.  Fidelity 
rging  Growth  Fund  had  a 
ian  market  cap  of  $2  bil- 
and  included  "emerging" 
aanies  such  as  PepsiCo, 
gh  now  the  market  cap 
companies  are  smaller. 
CK-FULL.  Investors  can 
y  get  confused  sifting 
ugh  "growth"  funds.  His- 
ally,  this  term  meant  the 
's  objective  was  to  make 
ey  grow,  as  opposed  to 
ime"  funds,  which  sought 
aximize  income.  But  Wall 
eters  also  use  "growth" 
leseribe  an  investment 
that  emphasizes  growth 
<s,  or  companies  with  a 
5r-than-normal  growth 
.  "Value"  investing  has 
i  to  be  the  antithesis  of 
rth,  a  style  which  selects 
cs  that  are  cheap  and  out 
ivor  but  have  traits  that 
make  them  shine  anew, 
it  not  all  the  fund  compa- 
use  the  names  the  same 
ATM  Value (C),  Dean  Wit- 
American  Value,  Piper 
■ay  Value,  and  Shearson 
iamental  Value  are  chock- 
jf  stocks  with  high  p-e's. 
lingstar  says  the  stocks 
e  Dean  Witter  fund  have 
e  29%  higher  than  the 
dard  &  Poor's  500-stock 
X,  and  its  price-to-book 
is  43%  higher.  Most  Wall 
eters  would  consider  that 


a  growth-stock  fund.  Also, 
there  are  funds  with  gi'owth 
in  their  name  that  might  bet- 
ter be  called  "value,"  such  as 
Colonial  Growth  Shares.  The 
p-e  ratio,  as  calculated  by 
Morningstar,  is  about  14%  be- 
low the  S&P's,  and  its  p-b 


Does  it  matter  whether  you 
have  a  "growth"  or  "value" 
fund?  And  how 


ratio,  is  roughly  ."37%  lower. 

Does  it  matter  whether 
you  have  a  "growth"  or  "val- 
ue" fund?  And  how.  From 
1989  through  1991,  funds  fol- 
lowing the  growth  style  of  in- 
vesting were  the  big  winners, 
while  in  1992,  and  so  far  in 
1993,  value  had  the  upper 
hand.  To  be  extra  safe,  says 


the  the  No.  1  holding,  nearly 
twice  the  size  of  No.  2,  Mobil, 
the  sort  of  stock  you'd  expect 
to  find.  Price  spokesman  Ste- 
ven Norwitz  says  the  fund's 
mission  is  to  hedge  against 
inflation  but  has  the  ability 
to  make  other  investments  in 
disinflationary  periods.  The 
Wal-Mart  foray  was  a  winner, 
contributing  about  15<f  a 
share  to  the  fund's  net  asset 
value  in  1992.  But  that  was 
more  than  offset  by  the  losses 
in  other  nonresource  stocks, 
such  as  IBM,  which  cost  the 
fund  2K'  per  share. 

The  Securities  &  Exchange 
Commission,  which  regulates 
mutual  funds,  gives  funds  a 
lot  of  leeway  in  names.  A  so- 
called  tax-exempt  bond  fund 
need  only  have  at  least  80% 
tax-exempts.  A  single-country 
or  sector  fund  can  get  by  with 
just  65%  of  its  portfolio  in  se- 


WHAT'S  IN  A  MUTUAL  FUND'S  NAME? 


'VALUE"  FUNDS  THAT  BUY  GROWTH  STOCKS! 


►  AIM  Value(C) 

►  Dean  Witter  American  Value 


►  Piper  Jaffray  Value 

►  Shearson  Fundamental  Value 


GROWTH  FUNDS  THAT  BUY  "VALUE"  STOCKS 


►  Colonial  Growth  Shares 

►  Composite  Growth 


^  Connecticut  Mutual  Growth 
►  Pioneer  Capital  Growth 


"GROWTH  AND  INCOME"  FUNDS  THAT  YIELD  LESS  THAN  15% 


►  Ivy  Growth  with  Income 

►  Janus  Growth  &  Income 

►  Main  Street  Income  &  Growth 


^  Sit  "New  Begin."  Inc.  &  Growth 
^  Sierra  Growth  &  Income 
►  Vista  Growth  &  Income 


JUNK  BOND  FUNDS  BY  OTHER  NAMES 


►  Delaware  Delchester 

►  Fidelity  Capital  &  Income 

►  Kemper  Diversified  Income 


►  National  Bond 
^  Nicholas  Income 

►  Northeast  Investors 


DAIA  MORNINGSTAR  INC. 


Peter  Lynch,  former  super- 
star manager  of  the  Fidelity 
Magellan  Fund,  "you  should 
diversify  hy  investment  style." 

But  to  understand  the 
style,  investors  have  to  read 
the  shareholder  reports. 
Twice  a  year,  the  funds  have 
to  bare  their  portfolios.  Those 
reports  can  l:)e  eye-openers. 

Consider  the  T.  Rowe  Price 
New  Era  Fund,  which  has 
long  been  categorized  as  a 
natural  resources  fund.  Yet 
the  1992  annual  report  shows 
9.6%  of  the  $700-million  fund 
invested  in  Wal-Mart.  It  was 


curities  from  that  country  or 
industry  sector.  Rekenthaler 
once  discovered  Ben  &  Jerry's 
Homemade  in  a  biotechnology 
fund.  "The  portfolio  manager 
admitted  it  had  nothing  to  do 
with  biotechnology,"  he  says. 
"He  just  liketl  the  stoc-k."  Pi'ob- 
ably  the  ice  cream,  too. 

You'd  have  to  study  the  re- 
ports of  Delaware  Ti'easury 
Reserves  Intermediate  Fund, 
a  top-rated  bond  fund  in  the 
BUSINESS  WEEK  Mutual  Fund 
Scoreboard,  to  find  it's  only 
40%  invested  in  U.  S.  Treas- 
ury bonds.  The  rest  is  in  Gin- 


nie  Maes,  whose  guarantee  is 
as  good  as  a  Ti^easury  bond, 
and  Fannie  Maes,  Freddie 
Macs,  and  credit-card  receiv- 
ables. Those  are  all  high-qual- 
ity issues,  but  they  don't  car- 
ry the  Treasury  cachet. 

Regulators  have  ordered 
funds  to  change  their  names. 
In  1990,  the  sec  ruled  that 
fund  titles  could  not  pair  the 
words  "guaranteed"  or  "in- 
sured" with  "U.  S.  govern- 
ment." That's  because  the 
government  only  guarantees 
the  bonds,  not  the  price  or 
appreciation  of  the  fund. 

Companies  that  track  fund 
performance  monitor  funds  to 
make  sure  they're  properly 
categorized.  Morningstar  re- 
cently moved  the  SAFECO 
Growth  Fund  to  the  small- 
company  category,  though  its 
prospectus  does  not  restrict 
the  investment  to  small  com- 
panies. The  reason: 
the  median  market 
cap  of  the  stocks  was 
$150  million,  smaller 
than  many  small-com- 
pany funds. 

Many  funds  defy 
easy  classification. 
"It's  an  art,  not  a  sci- 
ence," says  Lipper, 
and  the  process  gets 
steadily  more  compli- 
cated with  the  intro- 
duction of  new  funds 
with  new  investment 
instruments.  Count- 
ing single-state  muni 
fimds,  Lipper  has  100 
categories.  Morning- 
star,  using  broader 
classifications,  has  33. 

For  more  analysis, 
you  can  subscribe  to 
Morningstar's  month- 
ly  5-Star  Investor 


newsletter  (800  876-5005;  $65 
a  year)  or  the  quarterly  Stan- 
dard &  Poor's/Lipper  Mutual 
Fund  Profiles  (800  221-5277; 
$139  a  year).  Or  check  the 
BW  Mutual  Fund  Scoreboard. 

If  the  pros  struggle  with 
characterizing  funds,  where 
does  that  leave  the  individual 
investors?  Certainly,  descrip- 
tive names  and  proper  clas- 
sification by  analysts  and  bro- 
kers will  help.  But  in  the  end, 
the  only  way  investors  will 
know  for  sure  is  to  delve 
into  portfolios  and  look  for 
themselves.     Jeff  Ladennan 
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iVulos 


A  VOLVO 
WITH  VIM 
AND  VIGOR 


For  many  people,  drivitiK 
a  Volvo  is  al)out  as  hi^ 
an  adrenaline  rush  as 
wheeling  a  shopping  cart 
around  the  supermarket. 
The  Swedish  carmaker  has 
a  rei)utation  foi'  turning  out 
models  that  ai'e  sate,  subur- 
ban, and  Ijlah  in  their  styl- 
ing. But  with  its  new  850 
(;lt,  Volvo  is  trying  to  im- 
prove that  image.  It  poured 
$3  liillion  into  deveioiiing  this 
sj)orty  sedan  and  such  sister 
models  as  a  station 
wagon  due  out  this 
fall.  Volvo  Chairman 
Pehr  Gyllenhammer 
calls  the  model's  success  "deci- 
sive" for  the  company's  future. 

HaiJjMly  for  Gyllenhammer, 
the  850  CLT  is  a  very  nice  ma- 
chine. At  l(i8  horsepower,  its 
5-cvlinder,  20-valve  engine  is 


plenty  peppy.  Even  punching 
it  in  the  passing  lane  on  a  hill 
at  55,  it  zoomed  effortlessly 
u])  to  75.  And  as  Volvo's  first 
front-wheel  flrive  sold  in  the 
U.  S.,  this  car  really  hugs  the 
jjavcment. 

WELLBELTED.  I  gave  it  a  woi-k- 
out  in  the  rain  in  New  York's 
Catskill  Mountains  without 
any  of  the  usual  tear 
losing  conti'ol 


spinning  in  icy  conditions. 

The  new  Volvo  doesn't  sac- 
rifice safety,  either.  Driver 
and  passenger  airbags  and 
antilock  lirakes  are  standard. 
So  ai'e  tensioners  to  cinch 
seat  belts  tight  in  a  collision. 
And  in  the  backseat,  there's  a 
neat  fold-down  cushion 
that  lifts 


that  I've  expe- 
rienced with 
rear-wheel  drives  under  simi- 
lar conditions.  On  the  auto- 
matic transmission,  there's 
even  a  "snow  mode"  that 
starts  the  car  off  in  thirfl 
geai'  to  keep  the  wheels  from 


:i  child 
high  enough  to  lie 
eld  snugly  by  the  mifldle 
seatl)elt. 

As  for  comfort,  the  850 
GLT's  seats  are  among  the 
most  supportive  I've  tried. 
There's  plenty  of  space  all 
around,  too.  The  engine  is 
mounted  sideways,  allowing 
for  more  leg  room  in  the 


front.  And  the  boxy  d 
makes  for  ample  sho 
space  and  headroom. 

But  therein  lies  one  oi 
850  GLT's  negatives.  Wliik 
new  model  is  sleeker 
past  Volvos,  its  styling  is, 
too  much  like  a  big  shoe 
And,  as  with  many  new  ' 
I  found  its  electronic  gii 
a  bit  complicated  to  (i 
ate.  For  instance,  I  cod 
make  the  memory  j 
ti(»n— which  is  suppos^ 
adjust  the  seat 
matically  to 
specificatio 
work  prop 
Whenever  I  pu 
the     button  I 
contorted  into  th 
sition  chosen  by 
"pi'evious  driver— appar 
a  stoop-shouldered  giant 
lower  back  problems. 

Still,  I  was  surprise( 
how  much  I  liked  the  cai 
$24,800  for  the  base  n 
and  $28,500  for  a  pac 
that  includes  sunroof,  le; 
seats,  and  other  goodie 
adds  a  dash  of  sportine, 
Volvo's  traditional  safety 
sturdiness.      Thane  Pet 


The  long-suffering  hospital- 
ity industry  seems  to  be 
over  the  worst.  Hotel  and 
motel  occupancy  rates  in  1992 
l)osted  their  biggest  increase 
in  10  years.  And  new-room 
construction  hit  a  30-year 
low,  l)ringing  supjily  and  de- 
mand closer  in  line. 

Can  investors  get  in 
on  the  turnaround?  "There 
aren't  many  pure  plays  in  ho- 
tel stocks,"  says  Tom  Graves, 
a  Standard  &  Poor's  analyst. 
The  best-known  public  com- 
panies all  get  big  chunks  of 
revenue  fi-om  other  business- 
es—gaming for  Hilton  Hotels 
and  Promus,  food  service  for 
Marriott.  Luckily,  the  recent 
luster  on  hotel  stocks  doesn't 
just  reflect  the  cyclical  up- 
turn. It's  a  respon.se  to  strat- 
egies that  could  mean  years 
of  better'  eai'ning  power. 
BRIGHT  LIGHT.  Hospitality 
Franchise  Systems,  the 
world's  biggest  hotel  franchis- 
er, went  public  in  mid-De- 
cember at  16  and  has  seen 
its  stock  soar  above  30.  The 
warm  receiUion  was  partly 


Smart  Money 

HOSPITALITY  STOCKS 

LOOK  DOWNRIGHT  WELCOMING 


due  to  confidence  that  HFs's 
Days  Inns  of  America,  Ra- 
mada,  and  Howard  Johnson 
properties  will  keep  drawing 
visitors.  And  last  month,  HFS 
bought  the  Super  8  Motels 
chain,  adding  a  budget  fran- 
chise that  won't  pirate  from 
the  others.  Based  on  the  i)ui'- 
chase,  Michael  Mueller  at 
Montgomery  Secui'ities 
in  San  Francisco  has 
l)00sted  his  earnings 
estimates  for  HFs  from 
$1.16  i)er  share  to 
$1.30  in  1993  and  $l.(i0 
in  1994.  A  smaller 
chain  Mueller  likes 
is  La  Quinta  Motor 
Inns. 

In  Marriott's  case, 
analysts  are  sanguine 
about  a  planned  re- 
structui'ing  that  will 


split  it  into  two  companies, 
one  owning  its  hotels  and  one 
for  management  and  servic- 
es. Margo  Vignola  of  Salo- 
mon Brothers  thinks  the 
management  company  could 
achieve  20%  to  25%  earnings 
growth  in  the  next  couple  of 
years.  And  Mueller,  who  calls 
Marriott's  reorganization 


SOME  INVITING 
HOTELMOTEL  CHAINS 


Analysts' 

52-week 

Price 

P-E- 

picks 

low/high 

(Mor.  8) 

HFS 

i8/3r/8 

29'/; 

31 

HILTON 

4r/./53'/. 

48y. 

22 

LA  QUINTA 

15'/e/29'/2 

29'/, 

N/A 

MARRIOTT 

13y./25'/. 

25y8 

39 

PROMUS 

25y./63'/! 

63'/ 

42 

'Sosed  on  1992  eornings 

DATA  BRIDGE  INFORMAIION  SVSTEMS  INC 

"very  positive,"  notes  tha 
stock  has  climbed  fron: 
to  25  since  the  change 
announced. 

Hilton  aird  Proriius,  m 
while,  are  gambling  on  g 
biers.  Hilton,  whcjse  lus 
hotels  are  taking  a  beatin; 
up  against  stiff  competi 
in  Las  Vegas,  where  tl 
new  casinos  will  oper 
1994.  But  pi-os  still  tl 
Hilton's  gaming  side 
gush  cash— especially  i 
makes  a  splash  with  ri 
boat  gambling.  Legal  in 
states,  this  low-overl 
business  is  ah'eady  a  win 
one  for  Pr'omus,  c 
er  of  Embassy  Su 
Hampton  Inns, 
Homewood  Sui 
Promus  is  plani 
four  I'iverboat 
jects  to  complen 
its  Harrah's  casi 
Mueller  sees  earn 
growth  upward 
25%  in  Pr'omus' 
ture  and  likes 
stock  as  a  long-t 
l)et.        Joan  Wa 
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dex  to  Companies 

^6ex  gives  the  starting  page  for  a  story  or  fea- 
/ith  a  significant  referisnce  to  a  company.  Most 
Jiaries  are  indexed  under  their  own  names, 
lanies  listed  only  in  tables  ore  not  included. 
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Delaware  Group  96 
Delchester  Bond  Fund  96 
Dell  Computer  82,  87 
DesignWare  88 
DeWitt  Medio  Inc.  38 
Donaldson,  Lufkin  & 

Jenrette  77 
Donna  Koran  39 
Dow  Chemical  28 
Dress  Barn  39 
Drexel  Burnham  Lambert  75 
DRl/McGrow  Hill  58 
Du  Pont  28 
Du  Pont  Merck 

Pharmaceuticals  35 


E.F.  Hutton  74 
Egghead  7 

Electronic  Data  Systems  82 
Embassy  Suites  98 
t'NI  48 

E  ll  Holdings  75 


Ferruzzi  48 
Fiat  48 

Fidelity  Investments  96 
First  Boston  58 
First  Capital  74 
Ford  28 

Fox  Broadcasting  38 
Fujitsu  89 

G 


Golenika  31 

Gartner  Group  82 

Gateway  2000  82,  87 

GE  28,65 

Genentech  35 

General  Mills  50 

Gerard  Klauer  Mattison  74 

Gesparal  50 

GM  28,32 

Goldberg  Moser  O'Neill  82 
Goldman  Sochs  54,78 
Grey  Adevertising  38 
Guerlain  24 

H 


Hambros  Bank  24 
Hampton  Inns  98 
Hilton  Hotels  98 
H.J,  Meyers  31 
Homewood  Suites  98 
Hospitality  Franchise 

Systems  98 
Howord  Johnsons  Franchise 

Systems  68,98 


IBM  7,28,32,34,82,87, 
89,  96 

ICN  Pharmaceuticals  31 
Information  Resources  54 
Internationol  Beverage  42 
International  Data  87,88 
Intuit  7 

Invesco  Trust  31 


Jardine's  Dairy  Farm  50 
J.D.  Power  &  Associates  82 
Josephthat  Lyon  &  Ross  79 

K 


Kemper  Diversified 

Income  96 
Kemper  Financial  Services  96 
Kemper  High-Yield  96 
Kemper  Small  Capitalization 

Equity  96 
Kemper  Summit  96 
Kentucky  Fried  Chicken  68 
Kidder  Peabody  74,  82 
Kleinwort  Benson 

Securities  46 
Kohlberg  Kravis  Roberts  32 


La  Quinto  Motor  Inns  98 
Ladenburg  Thalmann  77 
Laurence  H,  Meyer  & 

Associates  60 
Lipper  Analytical  Services  96 
Little  Caesars  68 
L'Oreal  50 
Lotus  7 

M 


Magellan  96 
Marriott  32,98 
Mattel  38 
McCann-Erickson 

Hakuhodo  88 
McDonald's  38,  68 
McGraw-Hill  26 
Mehto  &  Isaly  31 
Mercedes-Benz  28 
Merrill  Lynch  60,  74,  78 
Microelectronics  &  Computer 

Technology  82 
Microsoft  7,  82,  96 
MMS  International  26 
Mobil  96 
Montedison  48 
Moody's  Investors 

Services  60 
Morgan  Stanley  32,  50,  79 
Motorola  28 

N 


National  Westminster 

Bank  46 
NBC  38,88,89 
Nestle  50,  54 
New  Millenium  96 
Nickelodeon  38 
Nissan  88 

Nomura  Securities  58 
NuTek  USA  34 


Oppenheimer  77,  79 

p 


Paramount 

Communications  42,  79 
Pasta  &  Cheese  54 
PepsiCo  42,68,79 
Persimmon  46 
Pet  79 

Philip  Morns  50,  54,  79 

Piper  Jaffroy  Value  96 

Pizza  Hut  68 

Price  Club  82 

Primerica  74 

Procter  &  Gamble  54 

Promus  98 

Prudential  Securities  74 
Puritan  96 


Ralston  Purina  32 
Ramada  98 
RasterOps  60 
Rauscher  Pierce  Refsnes  82 
Reebok  International  38 
Republic  Pictures  42 
RJR  Nabisco  32,78 
Roche  Holding  35 
Rochester  Gas  &  Electric  65 
Rowntree  Mockintosh  50 


SAFECO  Growth  96 
Saks  Fifth  Avenue  39 
Sam's  Club  82 
Scientific  &  Engineering 

Software  89 
Sci  Systems  82 
Sears  32 

Sheorson  Fundamental 

Value  96 
Shearson  Lehman 

Brothers  58,74,77 
Shoney's  42 
Smith  Barney,  Harris 

Uphom  74,77,79 
SmithKline  Beecham  46 
Sonic  68 

SoundView  Financial  87 
Source  Perrier  50 
SPI  Pharmaceuticals  31 
Stern  Stewart  58 
Stouffer  54 
Strictly  Shooting  68 
Sub  Pop  Records  39 
Subway  70 

Supercomputer  Systems  89 
Super  8  Motels  98 


Taco  Bell  68 
Tele-Communications  79 
Teledyne  82 
Televiso  47 
Telmex  47 
Texaco  65 
The  Gap  39 
Thinking  Machines  89 
Time  Warner  79 
Trafalgar  Holdings  42 
Trans  World  Airlines  75 
T  Rowe  Price  Capital 

Appreciation  96 
Tularik  35 
Turner  Broadcasting 

System  79 

u 


UBX  Securities  22 
Unilever  50 
United  Airlines  28 
United  Technologies  89 
USA  Border  Cafe  70 
USX  32 


Viratek  31 
Volkswagen  28 
Volvo  98 

w 


Wol  Mart  54,  96 
Wards  Cove  Packing  43 
Warnoco  79 
Wovetrocer  89 
Western  Savings  &  Loan  42 
WhiteHead  68 
Whitman  79 
WordPerfect  7 


Xcellont  34 
Xerox  28 


PLANT  A 
TREE  WITH 
DISTINGUISHED 
ROOTS 

linaiiiiic  haviiis:  a  noble  red  iiiaplc  in 
yiiur  yard  descended  from  one  planlei-l 
at  George  Washington's  Mount 
Vernon.  Or  the  otTspring  of  a  tree 
growing  beside  F^enry  David 
Thoreaifs  Walden  Pond. 

Now,  throLigh  one  of  America's 
leading  conservation  groups,  you  can 
enjoy  tiie  shade  and  beauty  of  trees 
authentically  associated  with  some  of 
America's  most  famous  historical  fig- 
ures and  sites. 

Seeds  from  trees  at  the  homes  of 
American  presidents,  inventors  and  lit- 
erary figures,  and  at  Revolutionary  and 
Civil  War  battlefields,  have  been  col- 
lected and  germinated  for  planting  at 
America's  Historic  Forest  and  in 
Historic  Groves  throughout  the  nation. 
A  liiuited  miniber  of  these  trees  are 
lunv  available  to  individuals,  as  well. 

Each  Famous  &  Historic  Tree 
comes  with  a  photodegradable  growing 
tube,  plantmg  instructions  and  person- 
alized Certificate  of  Authenticity 
describing  its  historic  lineage.  .Saplings 
are  well-established,  averaging  27"  in 
height,  and  replacement  is  guaranteed 
if  they  fail  to  grow.  Individual  trees 
are  priced  at  only  $3.^  or  less,  plus 
shipping. 

FamoLis  &  Historic  Trees  is  a  pro- 
ject of  American  Forests,  the  nation's 
oldest  nonprofit  citizens'  conservation 
group.  More  than  one  third  of  each 
dollar  from  the  sale  of  these  trees  goes 
to  support  Global  ReLeaf,  tree  planting 
and  education  projects  and  to  preserve 
the  historic  homes  and  lands  from 
v\  hich  the  seeds  came. 

To  order, write 
Famous     Historic  Trees,  P.Q  Box  7(U(). 
.lacksonville.  Florida.  .^22.38-7(.)4() 
or  call  904-765-0727. 

A  pi(i|ecl  of  AMicncaii  Forests. 
Anienea  N  oldest  iionprotil  citi/ens' 
coiisL-i  N  iilioii  ort!;iiii/ali()n. 
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Washixgtox  &  World  Business 

Setting  The  New  Agenda 


Washixgtox,  D.C,  .\pril  29-30, 1993 

In  his  inaugural  address.  President  Clinton  pledged  an  end 
to  an  era  of  deadlock  and  drift  and  a  new  season  of 
American  renewal. 

Tfiis  conference,  co-sponsored  hy  tfie  European  Council 
of  American  Chambers  of  Commerce  and  the 
international  Herald  Tribune,  will  provide  a  unique 
opportunity  to  learn  first-hand  what  the  President  has 
accomplished  in  his  first  days  in  office  and  to  see  how  his 
strategy  for  change  will  affect  business  relations  between 
the  United  States  and  Europe. 

The  program  will  include  cabinet  members  and  other 
administration  officials,  members  of  Congress  and  influen- 
tial representatives  of  American  business,  academia  and 
the  press. 

The  conference  has  already  generated  tremendous 
interest.  P'or  full  program  details,  please  send  your  busi- 
ness card,  without  delay,  to: 

Jane  Blackmore 
Washington  Conference 
International  Herald  Tribune 
63  Long  Acre.  London  W  C2E  9JH 

Tel:   (44  71)836  4802 
Fax:  (44  71)  836  0717- 


ivestment  Figures  of  the  Wee 


AENTARY 

lis  ore  stampeding.  Re- 
ng  to  lower  long-term  inter- 
as,  investors  piled  into 

On  Mar.  8  alone,  the  Dow 
I  65  points.  By  Mar.  10,  the 
je  was  at  3478.3,  up  2  2% 

week  The  S&P  500  also  hit 
rd  of  456  34,  led  bythefi- 
and  cyclicol  stocks.  Small 
dsize  companies  made 
^ains,  too,  though  they're 
lit  below  their  February 
Bullishness  is  catching 
i  the  world.  Even  the 
iftering  Japanese  market 
d6%. 
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52-week  change 
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1  -week  change 
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%  change 


ITOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ONES  INDUSTRIALS 

3478.3 

2  2 

8.4 

90-DAY  TREASURY  BILL  YIELD 

3.03% 

2.99% 

4. 1 0% 

E  COMPANIES  (S&P  MidCap  Index) 

164.7 

1  1 

12.1 

30-YEAR  TREASURY  BOND  YIELD 

6.75% 

6.78% 

7.96% 

COMPANIES  (Russell  2000) 

229.9 

1.9 

11.1 

S&P  500  DIVIDEND  YIELD 

2.72% 

2.76% 

3.00% 

MPANIES  (Russell  3000) 

2606 

1.6 

13.3 

S&P  500  PRICE/EARNINGS  RATIO 

23  7 

23.3 

25  2 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

IGN  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 

429.6 

428.3 

Positive 

N  (FINANCIAL  TIMES  100) 

2956.7 

1.3 

17.2 

Stocks  above  26-week  moving  average 

74.6% 

71.2% 

Neutral 

(NIKKEI  INDEX) 

17,858.6 

6  0 

-13.3 

Speculative  sentiment:  Put/call  ratio 

0  39 

0.37 

Neutral 

TO  (TSE  COMPOSITE) 

3552.0 

2.4 

1.4 

Insider  sentiment:  Vickers  sell/buy  ratio 

3.70 

3  74 

Negative 

kUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

% 

change 

% 

change 

•WEEK  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

RUMENTATION 

13.2 

6.6 

HEWLEn-PACKARD 

14.6 

5.1 

77  Vs 

ICONDUCTORS 

13.2 

73.6 

ADVANCED  MICRO  DEVICES 

19.6 

38.0 

23  Va 

EXPLORATION  AND  PRODUCTION 

9.9 

13.3 

MAXUS  ENERGY 

13.3 

1  1.5 

8  1/2 

AND  GAS  DRILLING 

9  2 

33.2 

ROWAN 

12  9 

42.9 

8  3/4 

G-DISTANCE  TELECOMMUNICATIONS 

9.0 

50  8 

SPRINT 

9.8 

41.1 

30  % 

■WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ITH  CARE  SERVICES 

-24.2 

-31.1 

AMGEN 

-33  2 

-45.5 

33  1/4 

\ao 

-13.1 

-14.0 

PHILIP  MORRIS 

-14.1 

-14.4 
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PITAL  MANAGEMENT 

-10.3 

-28  4 

NATIONAL  MEDICAL  ENTERPRISES 

-12.8 

-38.0 

93/8 

CKING 

-9.2 

-10.1 

YELLOW  FREIGHT  SYSTEM 

-15.1 

-18.5 

25  Vs 

\REl  MANUFACTURING 

-8.8 

-0.1 

LIZ  CLAIBORNE 

-12.0 

-8.7 

36  'h 

TUAL  FUNDS 


MORNINGSTAR  INC. 


!RS 

«k  total  return 

% 

LAGGARDS 

lour-week  total  return 

% 

NGTON  STRATEGIC  INVESTMENTS 
ITY  STRATEGIES 

IITY  SELECT  PRECIOUS  METALS/MIN. 

18.1 
12.9 
10.9 

JOHN  HANCOCK  FREEDOM  GLOBAL  RX 
FINANCIAL  STRATEGIC  HEALTH  SCIENCES 
FIDELITY  SELECT  MEDICAL  DELIVERY 

-18.6 
-17.0 
-15.7 

Ii  total  return 

% 

52-week  total  return 

% 

G  GROWTH 

LITY  SELECT  HOME  FINANCE 

>i  HANCOCK  FREEDOM  REGIONAL  BANK  B 

54.3 
52.0 
46.6 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
OPPENHEIMER  GLOBAL  BIO-TECH 

-38.8 
-34.2 
-33.5 

S&P  500 
4  week  total  return 


I  v  i  Average  fund 
52-week  tola!  return 


TIVE  PORTFOLIOS 


amounts 

ent  the  present 

of  $10,000 

:d  one  year  ago 

1  portfolio 

tages  indicate 
y  total  returns 


Ti'easury  bonds 
$12,342 

+  1.11% 


nil 


U.S.  slocks 
$11,500 

+  ].45% 


Foreign  stocks 
$11,326 

+2.49% 


Money  market  fund 
$10,262 

+0.05% 


DATA  RESOURCES  INC 


Gold 
$9,405 

-0.67% 
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DED:  A  SUPERAGENCY  TO  AID  RUSSIA 

year  ago,  the  world's  seven  key  industrialized  nations 
^V^L  agreed  to  a  $24  billion  package  of  assistance  for 
^^^^  Russia  and  the  republics  of  the  former  Soviet  Union. 
So  far,  only  al)Out  $1  billion  has  been  dislmrsed.  No  wonder 
Russians  and  ex-Soviets  scoff  at  renewed  talk  about  Western 
aid  as  just  that— talk.  Today,  rapid  price  increases  portend 
hyperinflation,  industrial  production  has  plummeted,  and 
interrepublic  trade  has  gi'ound  to  a  halt.  Meanwhile,  the 
squabl)ling  l)etween  Russian  President  Boris  Yeltsin  and  the 
Russian  congi'ess  has  reached  a  feverish  pitch. 

It's  high  time  for  the  industrialized  countries  to  make 
good  on  their  promises— and  then  some.  To  his  credit,  Pres- 
ident Clinton  is  suggesting  that  the  Group  of  Seven's  meet- 
ing slated  for  July  might  be  moved  up.  And  he's  apparently 
weighing  "innovative"  ideas,  such  as  sending  over  more 
Peace  Corps  volunteers. 

New  ideas  are  fine.  But  old  ideas,  such  as  targeted  techni- 
cal assistance  and  stepped-up  humanitarian  aid,  also  deserve 
to  be  promoted  agressively.  And  trying  to  stal)ilize  macro- 
economic  conditions  and  bring  down  the  inflation  rate,  now 
running  at  about  38%  a  month,  is  critical. 

But  nothing  will  get  done  without  a  powerful  catalyst.  It's 
time  for  the  Group  of  Seven  to  form  a  lean,  nimble  super- 
agency  with  a  powerhouse  figure  at  the  helm,  such  as  ex- 
Federal  Reserve  Chairman  Paul  A.  Volcker  or  former  Secre- 
tary of  State  George  P.  Shultz.  It  would  be  authorized  l)y  the 
G-7  nations  to  negotiate  with  and  cajole  aid  recipients,  judge 
their  progress  on  economic  reform,  and  c()ordinate  the  entire 
process. 

The  superagency  would  target  assistance— introducing 

new  loan-guarantee  programs  for  the  petroleum  industry 
instance,  or  establishing  an  environmental  clean-up  1 
Money  could  be  extended  on  the  condition  that  at  least  u 
tion  of  it  be  spent  on  Western  equipment,  although 
subject  must  be  negotiated  with  care:  Russians  have  ri 
ed  such  demands  with  respect  to  modernization  of  the  n 
ar-power  industry.  Some  aid  might  go  directly  to  pay  to 
cal  experts  for  their  assistance  on  different  project 
superagency  could  also  address  knotty  problems  such  a; 
signing  a  good  financial-payments  system. 

Small  successes,  meanwhile,  should  be  rewarded.  Ag; 
all  odds,  the  privatization  of  small  and  medium-size 
nesses,  facilitated  by  the  distribution  of  vouchers  to 
populace  at  large,  has  promoted  free  enterprise  in  Rus 
cities  such  as  Nizhni  Novgorod,  Penn,  Tomsk,  and  Volgoj 
But  many  more  Western  and  Russian-speaking  advisers— 
or  volunteer— could  help  local  officials  and  managers 
where  prepare  for  privatization. 

Excessive  credit  growth  and  ballooning  government  de: 
must  still  be  reined  in,  and  foreign  advisers  should 
urge  that  process  along.  Then,  too,  the  social  costs  of  ecoi 
ic  reform  are  mounting.  Money  manager  George  Soros 
suggested  that  the  West  might  provide  a  safety  net  for 
unemployed  and  aged  pensioners  living  close  to  the  edg 

All  this  costs  money.  Yet  aid  and  reform  are  two  sid< 
the  same  coin,  and  targeted  assistance— as  well  as  intellij 
ly  designed  voluntarism— could  go  a  long  way  toward  ma 
both  work.  But  it  won't  happen  unless  the  G-7  leaders  5 
the  moment,  and  it  won't  happen  unless  a  powerful  proxj 
the  G-7  coordinates  the  process  every  step  of  the  way. 

THE  TOBACCO  TAX  IS  NO  SIN 

^■1  xtending  adequate  health  care  to  millions  of  uninsured 
and  underinsured  Americans  will  cost  upwards  of  S40 
Bl  billion  a  year,  and  President  Clinton  and  Hillary  Rodham 
Clinton  clearly  favor  a  big  boost  in  the  federal  cigarette  tax. 
Startled  by  reports  that  the  tax  could  go  up  by  $2  per 
pack— on  top  of  the  cun-ent  241"  a  pack— the  tobacco  industry 
lost  no  time  in  arguing  that  any  such  increase  would  be  unfair 
to  the  more  than  40  million  Americans  who  smoke.  The  tax 
would  1)0  highly  regi-essive:  It  would  hit  with  greatest  force 
those  people  who  are  least  able  to  afford  it,  low-income 
Americans.  But  the  benefits  that  it  might  yield,  for  national 
health  as  well  as  federal  finances,  well  outweigh  that  burden. 

Someone  who  smokes  a  pack  and  a  half  a  day  will  have  to 
spend  about  $1,000  a  year  if  the  tax  is  adopted.  Unfair? 
Not  if  you  consider  the  enormous  health  costs  incurred  by 
smokers.  Smoking  was  involved  in  434,000  deaths  in  the 
U.  S.  last  year,  and  the  habit  costs  the  nation  more  than  $6.5 
l>illion  annually  in  health-care  outlays  and  lost  productivity. 
Yet  last  year,  federal  and  state  cigarette  taxes  brought  in 
just  $11  billion.  Raising  cigarette  taxes  by  $2  a  i)ack  would 

generate  some  $30  billion  a  year  in  federal  revenues— evei 
ter  allowing  for  a  fall-off  in  consumption. 

Raising  tobacco  taxes  is  also  the  most  effective  way  U 
duce  the  human  cost  of  smoking.  Look  at  the  exampl 
Canada,  whose  federal  and  provincial  governments  n 
than  quadrupled  cigarette  taxes,  to  about  $3  (U.S.)  in 
1980s,  pushing  the  price  of  a  pack  to  $4.4.5  today.  S 
1982,  per  capita  consumption  has  plunged  38%,  while  the 
centage  of  teenagers  who  smoke  is  down  60%.  Canada's 
perience  suggests  that  a  $2-per-pack  increase  in  the  I 
could  cut  consumption  by  23%  within  a  couple  of  years 
eventually  prevent  2  million  premature  deaths. 

While  $2  a  pack  may  sound  high,  per-pack  taxes  t 
$3.68  in  Denmark,  $2.55  in  Britain,  and  $2.11  in  Germany, 
knowledge  of  smoking's  dangers  has  reduced  consump 
in  the  U.  S.,  but  every  year  the  tol)acco  industry  wins 
customers— and  the  health  industry  some  potential  ca 
dates  for  expensive  and  often  fruitless  care.  Raising  the  fi 
cial  disincentive  could  make  Americans  healthier  and  hel 
nance  a  new,  inclusive  health-care  system  at  the  same  ti 
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Impact  on 


productivity  shown  actual  size 


1%.  That's  the  total  increase  in 
rporate  productivity  since  1980. 
contrast,  investment  in  infor- 
ation  technology  over  the  same 
riod  billowed  to  almost  50%  of 
ipital  spending. 
Now  for  the  good  news.  With 
e  help  of  Andersen  Consulting, 


many  organizations  have  turned 
these  numbers  around. 

They're  the  ones  who  see  tech- 
nology as  but  one  component  of 
an  integrated  enterprise.  They're 
the  ones  whose  strategy,  people 
and  processes  have  been  syn- 
chronized with  their  technology 


They're  the  ones  who  believe 
investment  in  technology  is  good. 
But  return  on  investment  is  better 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 
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DIGITAL.  THE 

■  '  j  ©  1992  DIGITAL  EQUIPMENT  CORPORATION  THE  DIGITAL  LOGO  IS  A  TRADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION 
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)ne  oi  the  world's  preeminent 
arch  and  care  tacihties  tor 

cihood  cancer,  St.  Jude  Chil- 
i's Research  Hospital  is  on 
front  line  in  the  battle 

Inst  this  devastating  disease. 

I  the  hospital's  most 

.erful  weapon,  it  has 

nd,  is  information. 

"Our  goal  is  to  per- 
il the  type  of  research 

t  will  make  a  dlffer- 

e  in  the  battle,"  said 

nnis  Givens,  D'rector 

nformation  Sy  stems. 
With  that  as  its  mis- 

n,  the  hospital's  abil- 

to  create  a  free  and 

cient   flow   of  infor- 

tion  is  all  the  more 

ential  to  its  purpose. 
"That  ability  helps 

recruit  and  retain 
)  researchers,"  Givens 
d.  "And  it  promotes 
;  exchange  of  research 
suits  with  outside  col- 
igues,  which  helps  us 
ipact  patient  -  care 
jrldwide." 

That  ability,  how- 
er,  was  not  always 
ere.  As  Communica- 
)ns  Manager  Albert 
errington  said:  "We 
inted  to  build  an  environment 
here  systems  were  not  stumbling 
ocks  to  doing  research.  But  a 
ck  of  integrated  computing 
sources  hampered  us." 

"Compounding  the  problem 
the  tact  that  we  track  patients 


>  P  E 


tor  years,"  Givens  added.  "And 
each  one  has  hundreds  of  records 
generated  by  doctors,  biostatisti- 
cians,  psychologists,  pathologists, 
pharmacists,  the  list  goes  on." 

So  the  hospital  set  out  to 


ST.  JUDE 

HOSPnAL 


DIGITAL 

TO  HELP  IT 


MORE  THAN 

INFORAAATION. 


that  had  a  flexible  growth  plan. 

Given  all  this,  and  that  the 
selection  would  have  a  lasting 
impact  on  the  hospital's  viability, 
the  choice  was  clear. 

"Digital  kept  popping  up 
as  the  only  choice,  ' 
Herrington  said. 
"Everything's  already 
there  -  the  applica- 
tions, the  scalability, 
the  ability  to  connect. 
You  decide  what  you 
want  to  do  and  then 
just  do  it." 

"Digital  IS  a  solu- 
m  tions  vendor,"  Givens 
W  I  said.  "They  recom- 
mended what  was  best 
tor  our  specific  problems 
-  and  in  some  cases,  that 
even  meant  they  recom- 
mended someone  else's 


equipment. 


find  a  computing  platform  that 
would  give  researchers  portabil- 
ity and  interoperability  across 
the  different  systems  already 
being  used  by  the  hospital  and 
its  collaborators.  One  that  was 
rich  in  applications.  And  one 

ADVA 


"Our  researchers 
can  now  access  infor- 
mation across  different 
systems  and  assemble 
documents  in  hours 
that  once  might  have 
taken  days,  "  Herring- 
ton  concluded.  "Getting 
information  that  much 
faster  helps  them  and 

  St.   Jude   reach  their 

goal  that  much  faster." 

If  there's  a  goal  you're  in 
a  hurry  to  reach,  then  call 
1-800-DEC-INFO,  exten- 
sion 94,  or  your  Digital  rep- 
resentative 
soon. 


T  A  G  E 


TO  PRIVATIZE 

its  communication  systen 
the  Venezuelan  governmen 
placed  a  few  strategi( 
long-distance  phone  call; 


To  compete  in  the  world  economic 
timunity,  a  nation  must  ef  fectively  com- 
nicate  outside  its  borders.  Venezuela's 
)lic  telephone  system,  CANTV,  was  a  state- 
ned  monopoly,  urgently  in  need  of  capi- 
improvements. 

The  most  direct  line  to  outside  capital 
s  to  go  private.  Venezuela's  plan:  sell  the 
one  company  to  a  high-quality,  inter- 
tional  operator  who  would  supply  money, 
tworks  and  technology.  Speed  was  criti- 
to  the  transaction.  So  Venezuela  called 
hman  Brothers. 

PRIVATIZATION  WITH  A 
DISTINCTLY  PUBLIC  RING. 

With  an  impressive  resume  in  public- 
private  conversions,  the  hrm  was  the  logical 
oice.  Working  with  the  Venezuelan  gov- 
nment,  Lehman  Brothers  formulated  a 
vestiture  strategy  with  three  objectives, 
rst:  attract  the  private  capital  necessary  to 
)grade  the  network.  Second:  conduct  the 
le  through  competitive  bidding.  Third: 
mplete  the  sale  Cjuickly. 


Drawing  on  extensive  relationships  in 
the  global  telecommunications  community, 
Lehman  Brothers  brought  in  bids  from  high- 
quality  international  telecommunications  con- 
sortia. A  controlling  interest  in  CANTV  was 
won  by  a  consortium  led  by  GTE  and  compris- 
ing AT&T,  Telefonica  de  Espaiia,  La  Electrici- 
dad  de  Caracas  and  Banco  Mercantil.  As  a 
condition  of  sale,  the  consortium  agreed  to 
double  the  network's  size  in  ten  years. 

EVEN  A  GOVERNMENT  NEEDS  FRIENDS 
WITH  OVERSEAS  CONNECTIONS. 

Lehman  Brothers  focused  its  world- 
wide market  intelligence  and  industry  exper- 
tise to  achieve  the  privatization  of  CANTV  in 
an  unprecedented  ten  months. 

Lehman  Brothers  is  a  leader  in  provid- 
ing government  advisory  and  privatization 
expertise  for  nations  as  diverse  as  Indonesia, 
Mexico,  Poland  and  Taiwan. 

Should  your  business  require  sound 
financial  advice  at  either  the  local  level  or  long 
distance,  we're  well  connected.  And  we'd  like 
to  be  involved. 


Lehman  Brothers 


©  1993  Slieai  soii  Lehman  Brothers  Inc  .  Lehman  Brothers  is  a  division  ol  Sheaison  Lehman  Biotheis  Inc. 
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NEW  CAPITALISM:  JAPAN  IS  BORROWING  FROM  WESTERN  BUSINESS  PRAaiCES— AMONG  THEM  DISCOUNTING— TO  REVIVE  ITS  ECONOMY 
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.Slocks  have  skidded.  Banks  are 
wobbly.  Consumers  aren't  spendinj^, 
and  workers  are  frightened.  The 
world's  second-iarji'est  economy  is 
hurting  badly,  and  it,<  leaders  are 
getting  worried.  So  now  they're 
embarking  on  a  major  overhaul  of 
the  economy — with  a  nod  to  Western 
ijusiness  practices.  It's  certain  to  be 
a  lung  and  jiainful  process 
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PRODUCTION 

Chonge  from  last  week:  0  0% 
Change  from  last  year  3.1% 


]967=100  (four-week  moving  average) 


LEADING 

Change  from  lost  week;  -0.2% 
Chonge  from  lost  year:  5-2% 
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1992  1992  1992  1993 

The  production  index  was  unchanged  during  the  week  ended  Mar.  6  On  a 
seasonally  adjusted  basis,  output  levels  of  steel,  autos,  electric  power,  and  lumber  all 
declined,  truck,  cool,  and  paper  production  and  rail*freight  traffic  increased.  Crude-oil 
refining  and  poperboard  production  were  unchanged  Before  calculation  of  the  four- 
week  moving  average,  the  index  dropped  to  183  5  from  184.2  in  the  previous 
week. 

BW  production  mdex  copyright  1993  by  McGraw  Hill  Inc 


220- 
215- 
210. 
205 


Feb.  27 
222.0r 


1992 


1992 


1992 


The  leading  index  fell  lower  in  the  week  of  Mar,  6  after  a  \ 
previous  week  Slower  growth  in  materials  prices  and  real  estote  loans, 
business  failures,  caused  the  turnaround.  Stock  prices  were  higher  ond 
lower  for  the  week,  while  M2  growth  was  flot  Before  coiculotion  of  th 
moving  average,  the  index  stood  at  218.9.  That's  down  from  225.3  i 
week,  but  not  far  below  the  220.1  level  posted  in  the  week  of  Feb.  20. 

Leading  index  copyright  I  993  by  Center  for  International  Business  Cycle  Resear 
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PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
yeor  ago 

STEEL  |3/13)thous.  ofnettons 

1,809 

1,772# 

1,4 

AUTOS  13/13)  units 

130,137 

121,675r# 

19.0 

TRUCKS  (3/131  units 

101,324 

100,230r# 

200 

ELECTRIC  POWER  |3/1  3)  millions  of  kilowatt-hours 

56,673 

58,334# 

4  6 

CRUDE-OIL  REFINING  (3/i3)thous  of bbl /day 

12,901 

12,861# 

1.5 

COAL  |3/6)tfious.  of  net  tons 

18,319# 

18,570 

-1.5 

PAPERBOARD  |3/6)tf)ous  oflons 

821.0# 

842  4r 

-2.1 

PAPER  (3/6|tfious,  of  tons 

806,0# 

788  Or 

2.5 

LUMBER  {3/6)  millions  of  ft 

489.3# 

497.4 

-6.0 

RAIL  FREIGHT  (3/6)  billions  of  ton-miles 

20.6# 

20  6 

1.5 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

Latest 
week 

Week 
ogo 

Year 
ago 

JAPANESE  YEN  (3/17) 

117 

118 

134 

GERMAN  MARK  (3/17) 

I  67 

1.67 

1  68 

BRITISH  POUND  (3/i7) 

1.45 

1.43 

1.71 

FRENCH  FRANC  (3/17) 

5  66 

5  65 

5  70 

CANADIAN  DOLLAR  (3/17) 

1.25 

1.25 

1  20 

SWISS  FRANC  (3/17) 

1.53 

1.54 

1  52 

MEXICAN  PESO  (3/i7) 

3.099 

3.099 

3.084 

Sources:  Ma|or  New  York  banks  Currencies  expresse 
pound  expressed  in  dollors 

d  in  units  per  U.S.  dollar,  exce 

Dl  for  British 

PRICES 

lot est 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/17)  S/troyoz. 

328.750 

326  100 

-5  8 

STEEL  SCRAP  (3/16)  #1  fieovy,  $/ton 

108  50 

108.50 

212 

FOODSTUFFS  (3/15)  index,  1967=100 

201  5 

200  1 

0.1 

COPPER  (3/13)  c/ib. 

100.0 

99.0 

-5  7 

ALUMINUM  (3/13)  c/lb 

53.6 

54.5 

-9.9 

WHEAT  (3/ 13)  #2  fiord,  S/bu 

3.66 

3  68 

-1  1.6 

COTTON  (3/13)  strict  low  middlmg  1-1/16  in.,  C/lb 

57.63 

56.17 

14.1 

Latest 

Week 

%  Chan 

week 

ogo 

year  □ 

STOCK  PRICES  (3/12)  S&P  500 

453.81 

446.52 

12 

CORPORATE  BOND  YIELD,  Aaa  (3/12) 

7.54% 

7.56% 

-9 

INDUSTRIAL  MATERIALS  PRICES  (3/12) 

101.3 

100.0 

5 

BUSINESS  FAILURES  (3/5) 

407 

370 

-15 

REAL  ESTATE  LOANS  (3/3)  billions 

$3969 

S406.2r 

5 

MONEY  SUPPLY,  M2  (3/i)  billions 

$3,443.9 

$3,444.3r 

-0 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/27)tfious 

376 

351 

-18 

Sources:  Stondard  &  Poor's,  Moody's,  Journai  of  Commerce  (index:  1980^100),  Dun  &  Bro 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  odju: 
data  on  business  failures  ond  real  estate  loans 


MONTHIY  ECONOMIC  INDICATORS 


latest 
month 

Month 
ago 

%  Chang 
year  ag 

INDUSTRIAL  PRODUCTION  (Feb  )  total  index 

1 1  1.8 

1  1 1.3r 

4 

CAPACITY  UTILIZATION  (Feb ) 

79.9% 

79.7%r 

2 

CONSUMER  PRICE  INDEX  (Feb  ) 

143.1 

142.6 

3 

PRODUCER  PRICE  INDEX  (Feb  )finisf.ed  goods 

124  5 

124.0 

1 

Sources:  Federal  Reserve  Boord,  BLS 


MONETARY  INDICATORS 


latest 
week 


Week 
ago 


%  Chang 
year  ag 


Sources:  London  Wednesday  final  setting,  Chicogo  market.  Commodity  Researcfi  Bureau,  Metals 
WeeK  Kansas  City  market,  Memphis  market 


MONEY  SUPPLY,  Ml  (3/i) 

SI, 036  5 

$1,034. 7r 

10. 

BANKS'  BUSINESS  LOANS  (3/3) 

279.1 

276.8r 

-4. 

FREE  RESERVES  (3/3) 

609r 

1,459 

-30 

NONFINANCIAL  COMMERCIAL  PAPER  (3/3) 

148.2 

146  5 

6. 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 

free  reserves. 

which  are  expressed  for 

two-week  period  in  millions) 

MONEY  MARKET  RATES 

latest 

Week 

Yei 

week 

ago 

ag 

FEDERAL  FUNDS  |3/i6) 

2.72% 

2.98% 

4.04' 

PRIME  (3/17) 

6.00 

6.00 

6.50 

COMMERCIAL  PAPER  3-MONTH  (3/i6) 

3.19 

3.18 

4  34 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/i7) 

3  12 

3  11 

4.29 

EURODOLLAR  3-MONTH  (3/i2) 

3  13 

3.08 

4  28 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicctors  ore  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmen 
1  "Western  Wood  Products  Assn.     2- Southern  Forest  Products  Assn.     3  =  Free  morketvalue     NA  =  Not  available     r  =  revised     NM  =  Not  meoninghjl 
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lake  it 


clear. 


Hake  it 


colorful. 


Make  it 


happen 


MAOE  EASY 


The  new  HP  DeskJet  550C. 

%099. 

Great  thiiigs  happen  when  you  have 
a  DeskJet  550C  printer  from  Hewlett- 
Packard.  Because  it  's  never  been  so 
easy  to  print  high-quality  black  and 
white.  And  brilliant  color 

The  DeskJet  550C  prints  true  bla(  k 
at  ;K)0  dots  per  inch.  Clean,  t:risp  and  . 
sharf),  for  the  kind  of  professional 
.  print  quality  you  expect  from  HP 

For  added  impact,  the  DeskJet  55()C 
makes  it  easy  to  add  color  to  your 
work.  The  black  and  color  cartridges 
are  built  in  and  work  together.  Giving 
y(  )u  access  to  millions  of  stunning 
colors. 

You  can  get  an  HP  DeskJet  550C,  or 
a  DeskWriter  550C  for  the  Macintosh, 
for  a  suggested  list  price  of  just 
$1-099.*  So  if  you're  looking  for  an 
affordable  way  to  make  a  powerful 
impression,  get  a  rX\skIet  55(X'  piiiiter.  • 
Then  see  what  hai)pens. 

For  another  cost-effective  way  to  get 
great-looking  black  and  white  and 
c  <  )lor,  the  HP  DeskJet  5()0C  and  the 
DeskWriter  C  are  now  available  for  a 
low  price  of  just  $779f 

(\ill  1-800-552-8500,  Ext.  7109  for 
the  name  of  the  authorized  HP  dealc^r 
nearest  yout  To  receive  information 
bv  fax  caU  1-800-333-1917.  choose 
IIP  FIRST,  document  ''9605. 


DeskJet  Printers 
Make  it  happen.  5 


■1  |y!j2  HewlMt-Packarrt  Company  PE  12214 
•Suj«esUHllI.S;iBtprinv  tInCanadacall  I-SIIO-SHT  3aii7.  Exi  710!) 


HEWLETT 
PACKARD 


''My  bank  didn't  just  help 
finance  an  office.  They  helped 
finance  a  dream." 


Ida  Marmon.  Presidenl. 
Gene 's  Office  Products 


"We  Started  out  fixing  office  equipment 
in  a  space  barely  big  enough  for  me,  my 
brother  and  a  few  broken  typewriters. 
Selling  office  supplies  was  next  for  us. 
Of  course,  if  you  give 
someone  a  piece  of 
paper  and  a  typewriter, 
pretty  soon  they  need  a  place  to  sit. 
But  before  we  could  sell  office  furniture, 
we  needed  a  loan  to  help  us  expand. 

We  got  much  more  than  that  from  the 
people  at  Bank  of  America.  Their  sei'vice 
and  experience  made  moving  up  to  the 


COMMERCIAL  BANKING 


big  leagues  a  lot  easier.  Tunis  out  many 
of  the  big  companies  BofA  works  with 
started  out  small.   And  like  us,  they 
turned  to  BofA  for  help  growing. 

Today,  I  pass  on 
what  I've  learned 
from  my  experience 


with  BofA  to  other  business  people  in 
my  community.  1  tell  them  that  they're 
never  limited  by  the  size  of  their  office. 
Only  by  the  size  of  their  dreams." 

Bankincj  on  Am  eric  a'' 


m  Bank  of  America 


1993  BankAmerica  Corp  Bank  ol  America  NT&SA  Member  FDIC 


At  Philippine  Airlines,  We  Aim  To  Please 

CEO's,  VP'S,  GM'S,  MD's 


1^ 


And  Other  VIP's 
Who  Have  Yet  To  Learn 
Their  ABC's. 


We've  always  been  big  on  the  way  we  care  for  our 
passengers.  A  devotion  exemplified  by  die  attention  we 
pay  to  the  smallest  of  details.  Providing  you  ample 
comforts  on  the  ground  and  in  the  air  that  make  short 
work  of  long  flights.  And  expressed  in  a  warm, 
personal  service  gready  appreciated  by  the  people  we 
fly.  Even  the  litde  ones. 


Philippine 
Airlines 


SHINING  THROUGH 


8C-NCA 


hen  two  donut 
makers  f  fled  mikm 
comp  claims  after 
a  dnmken  brawl,  we 
fomid  a  lot  of  holes 


in  their  story. 


So  State  Fund  investigated,  and  turned  over  enough  " 
evidence  to  the  local  district  attorney  to  convict  the 
Patterson*  brothers  of  fraud. 

And  that's  exactly  what  State  Fund  fraud  investigators 
are  trained  to  do.  We  have  the  largest  fraudnet  of  any  insurer 
in  the  state— a  total  of  more  than  100  men  and  women  in  our 
special  fraud  unit  and  21  district  offices. 

How  are  we  doing?  Ask  the  Patterson  brothers.  (They've  had 
about  90  days  to  sober  up.)  Or  better  yet,  o\y^  us  a  call.  Well  fill  you  STATE 

,11  '11    ^    11  1  ■   '■  COMPENSATION 

m  on  our  many  successes.  And  then  we  11  tell  you  how  you  can  jom  insurance 
us  in  the  fight.  FUND 

State  Fund: 
Attacking  Fraud  With  Conviction 
1-800-892-6000 

Tl)!^  names  haiv  km  chaiiiicd  lo  [iratccl  the  fiiiilly 
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CUTS  BILL  CLINTON  SHOULD 

—AND  SHOULD  NOT— MAKE  

In  "Dear  Mr.  President,  since  you 
asked  . . ."  (Editorials,  Mar.  8),  under 
additional  spending  cuts,  you  propose 
to  save  $10.7  billion  over  five  years  by 
reforminj?  veterans'  disability  benefits. 
This  translates  into  $10.7  billion  taken 
from  disabled  veterans. 

Now,  I  want  you  to  read  what  fol- 
lows very  slowly:  If  it  weren't  for  these 
disabled  veterans  and  other  veterans 
who  put  their  lives  on  the  line  for  our 
country,  BUSINESS  WEEK  would  not  exist. 
Nor  would  our  government,  our  way  of 
life,  or  our  country.  How  did  you  get 
so  screwed  up  that  you  can  even  think 
of  asking  a  disabled  veteran  to  give 
more? 

Peter  L.  Adamski 
Hampton,  N.  .J. 

Eliminate  50%  of  the  members  of  the 
House  of  Representatives.  Besides 
the  direct  saving  in  salary,  benefits,  and 
perquisites,  it  would  improve  efficiency 
and  reduce  the  number  of  proposed  laws 
generated  and  their  associated  costs. 

Arthur  I.  Christensen 
Shelton,  Conn. 

■ would  like  to  propose  two  additions  to 
your  list: 

1.  Eliminate  the  interest  deduction  on 
mortgages  related  to  second  (weekend 
or  vacation)  homes. 

2.  End  the  deduction  of  interest  on 
second  mortgages.  Why  should  I  as  a 
homeowner  have  the  ability  to  deduct 
the  interest  when  I  bori'ow  fimds  to  buy 
a  new  car  while  my  (less  affluent)  ten- 
ants cannot? 

Andrew  Grimstad 
San  Francisco 

Your  editorial  is  almost  exactly  to 
the  point  in  its  suggestion  that  sub- 
sidies to  the  tobacco-growing  industry 
should  be  eliminated.  It  seems  ridicu- 
lous to  discourage  smoking  by  tax  and 
local  edict  and  then  to  encourage  and 
■dbet  the  industry  with  subsidies  to  the 
growers. 

Frank  M.  Sweder 
Reno,  Nev. 


As  an  airport  director,  I  was  caught 
by  suri^rise  by  your  editorial,  which 
calls  for  the  elimination  of  the  projected 
$6.7  billion  in  federal  subsidies  to  air- 
ports from  1994  to  1998. 

We  at  the  Akron-Canton  Regional  Air- 
port are  sympathetic  to  business  week's 
dyslexia,  for  in  actuality  the  airports  of 
this  country  have  been  subsidizing  the 
federal  government.  For  years,  the  gov- 
ernment has  collected  billions  more  in 
user  fees  from  the  traveling  puljlic  via 
the  10%  ticket  tax  than  it  has  paid  out— 
which  results  in  lessening  the  federal 
deficit.  We  see  no  reason  this  would  not 
continue  in  the  future. 

Frederick  J.  Krum 
Director  of  Aviation 
Akron-Canton  Regional  Airport 
North  Canton,  Ohio 

BEYOND  THE  SOUR  GRAPES: 
AN  ilWPORTANr  AIDS  ADVANCE 

I am  familiar  with  the  bitter  rivalries 
that  exist  among  scientists,  which  at 
times  threaten  to  sabotage  the  effort  to 
defeat  the  aids  virus.  Yet  I  was  unpre- 
pared for  the  shamelessly  carping  tone 
of  your  article  "Red  faces  in  white  coats" 
(Top  of  the  News,  Mar.  8). 

You  presented  uncritically  the  petty 
complaints  of  rival  researchers  towards 
the  breakthrough  of  Massachusetts  Gen- 
eral Hospital  and  Chow  lalwratory  in 
AIDS  research.  Dr.  Anthony  S.  Fauci, 
AIDS  czar  at  the  National  Institutes  of 
Health  and  a  man  not  usually  given  to 
hyperbole,  was  quoted  in  The  New  York 
Times  as  calling  the  MGH-Chow  results 
as  "potentially  very  important."  You 
chose  to  ignore  such  views  and  to  pre- 
sent the  dreary  collection  of  sour-grapes 
comments  by  rival  scientists.  Such  a 
shoddy,  unbalanced  effort  is  unworthy  of 
your  otherwise  fine  publication. 

J.  Dewey  Banks 
Arlington,  Va. 

IT'S  NOT  A  TAX  IT'S 

'INSURANCE  BY  THE  GALLON'  

Viva  Torres!  I  am  tickled  by  Califor- 
nia State  Senator  Torres'  interest  in 
"Californians,  here  it  comes:  Pay-at-the- 
pump  insurance"  (Top  of  the  News,  Mar. 
8).  Fresh  out  of  the  University  of  Vir- 
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Laser  Printer 


OK.  concentrate.  Look  cai"efiill\'  at 
the  page  on  die  left.  It  comes  froni  a  laser 
printer.  Notice  how  cleai"  and  sharp  the 
text  and  graphics  are. 

Now.  examine  tlie  one  on  tlie  right. 
Piinted  b\  tlie  Epson  St\itLs  SrX)  hikjet 
Pnnten  whicl  i  costs  about  half  as  much 


as  die  la.ser  printer  on  diis  page. 

No.  diere's  nodiingr  wron^  \Nith  \  oiir 
e\"es.  Tlie  new  Epson  St\itis  800  is  die  righ 
ans\\"er  if  \  oti"d  like  the  look  of  laser 
widiour  pa\ing  die  price. 

It's  whisper- qtiiet.  compact.  W  mdo^\'S 
compatible,  and  fa-St:  it  piints  at  150  cps. 


ice  between  these  two, 
'  Mce  as  much  for  it 


mm 


Oh 


diiiiihiiln 


ill 


Epson  Stylus  800 


Plus,  scalable  fonts  are  standard.  All 
making  it  the  perfect  printer  for  a  small 
business  or  home  office. 

Epson's  Stylus  800  is  also  tlie  most 
solid,  durable,  reliable  InkJet  piinter  ever 
made.  As  you'd  expect  fiom  Epson.  Plus, 
we  support  you  with  our  toll-fi  ee  Epson 


Connection  customer  service  hodine. 

But  don't  believe  everytliing  you  see 
in  print.  Visit  your  Epson  dealer  or 
phone  the  Epson  Connection  and  ask  us 
to  send  you  a  fi  ee  print  sample.  Call  us  at 
800-289-3776.  EPSON' 


.M\  fonipajiyajid/or  pruduci  iianifs  aitr  tradfm;uLs<iiid/()i  rt^istert-d  irademarkst)!  thfii  lespecuve  inaiuifeictiirers.  Epson  is  a  registered  trademark  of  Seikn  Epson  (x)rp.  ©1993  Eps{>ii  yViiu-nia  Iml  ,  2I177)»  M.ulrona 
Ave..  Torrance,  CA  90509.  For  dealer  referral,  gJI  SOO-BUY-EPSON  (80(^-289-3776).  In  (^uiad,!.  aUl  80(W:»-EPSON.  For  Latin  America.  30Mfi.^)092. 


APPLYING  OPEN  SYSTEMS 
FOR  BUSINESS  VALUE 


Open  systems —  you've  heard  about  them  for  years.  Stan- 
dards. IMatt'orm  independence.  Interoperability.  It  all  sounds 
^reat,  but  w  hat  does  it  really  mean.'  \Miat  open  system  tech- 
nology exists  tf)day,  and  what  can  you  expect  in  the  future.'^ 
Even  more  critical,  what  tangible  business  \  aliie  can  open 
systems  bring  to  your  organization.'^ 

Together,  Open  .Software  hOimdation  (OSI* ),  the  lead- 
ing open  systems  membership  organization,  and  Walker 

Interacti\e  Systems,  the  leading  

supplier  of  business  and  financial 
control  applications  to  the  Fortime 
lOOO.  bring  vou  Tl IK  SIX  I'II  ANN!  \L 
SOI.r  i  l()\S  SI-.MIN  \R:  \1'1'LM\( ;  ( 
SVSTKM.S  FOR  Br.SINK.SS  \  ALI  K.  This 
concise  and  insightful  symposiinn 
addresses  w  hat  is  sure  to  be  the 
technology  topic  of  the  "'^-'Os. 

(]ome  share  the  expert's  \  iew  of 
open  systems,  both  from  a  technology 
as  well  as  a  business  perspecti\e.  In 

one  fast-paced  morning,  you'll  gain  insight  into  the  state  ot 
open  systems  and  how  they  can  pn>\  ide  real  \  alue  w  ithin  the 
context  of  your  business.  Y  ou'll  dev  elop  a  clear  picture  of  your 
options  in  the  mo\  e  toward  an  inx  estment  in  open  systems.  In 
short,  \<iu  w  ill  be  better  prepared  to  exi^loit  this  c\ olutionary 
business  process  to  benefit  your  organization. 

This  special  e\  ent  is  a  must  for  all  .MIS  and  financial  pro- 
fessionals concerned  w  ith  charting 

strategic  directions  that  result  in         Walker  Iniciactive  Systems 
tangible  business  \  alue.  Register 
today.  Call  <S()()-,VIS-,IS21. 


OSF  &  Walker  , 
invite  you  to 

THE  SIXTH 
ANNUAL  SOLUTIONS 
SEMINAR:  APPLYING 
OPEN  SYSTEMS  FOR 
BUSINESS  VALUE. 

No  fee. 
Space  is  limited. 
Gall  800-395-3521. 


Tl 


SIXTH   WM  AL  SOU  riOXS  SKMINAR 


MinrKjp.ilis.  M.ifLh  ^(l;  St.  L..,,,s,  Maali  M:  D.ill.is,  April  1;  AiihcIcv  April  2 
N.isIimIIc.  April  6;  R.ilciRh.  \pril  7;  Atl.inta,  April  H;  I  uninto.  April  1  .V 
CIcvchind.  April  14;  IJciriiit,  April  \x  ChiLUf;".  April  If);  W  .isliiii;;t(in  DC.  April  20 
I'hiladclphia,  Apiil  21;  New  'lurk,  ;\pril  22;  Unston,  April  2i;  Sjn  I- r.iiKisco,  ;\pril  27 


CORRiaiONS  &  ClARiPiCATIOHS 

The  article  "Hardly  a  showroom  f 
equal  opportunity"  (Top  of  the  New 
Feb.  15)  should  have  said  that  Toyo 
Motor  Corp.  says  2.9%  of  its  deale 
are  members  of  minoi-ity  groups. 

"There  may  not  be  much  confetti 
Milan  Panic's  homecoming"  (Top  of  tl 
News,  Mar.  22)  incoiTectly  charact( 
ized  ICN  Pharmaceuticals  Inc.'s  Vii 
zole  drug  as  a  treatment  for  AIDS.  T 
company  ran  afoul  of  the  Food  &  Dn 
Administration  for  promoting  the  an' 
viral  drug  as  an  AIDS  treatment;  Vii 
zole  has  not  been  approved  for  u 
with  AIDS  patients. 

"The  family  fortune:  'Can  we  talk? 
(Personal  Business,  Mar.  1)  incorrect 
stated  that  a  couple  may  give  $20,0( 
annually  to  each  child  tax-free,  pr 
vided  the  parents  make  the  gifts  , 
least  three  years  before  they  die.  Li 
insurance  and  stock  in  closely  he 
busines.ses  are  subject  to  the  thre 
year  restriction.  Cash  is  not. 


ginia's  graduate  economics  scho 
George  Hoffer  and  I  originated  this  pi 
in  1971.  We  termed  it  variously  "Ins 
ranee  by  the  Gallon,"  or  "Pay  as  Y 
Drive." 

Unlike  the  California  plan,  howevi 
we  saw  no  virtue  in  imposing  car-reg 
tration  or  driver's  license  in.surance  si 
charges  on  good  drivers.  Instead,  \ 
envisioned  very  hefty  insurance  si 
charges  on  motorists  with  spotty  n 
ords— hefty  enough  to  force  some  f 
the  road  entirely. 

George  R.  Tyl 
Senior  Economi 
Joint  Economic  Committee  of  Congre 

Washingti 

Your  story  on  i)ay-at-the-pump  ins 
ranee  used  the  word  "tax"  in  d 
scribing  the  concept.  That  T-word  r 
leases  such  knee-jerk  irritation  in  tl 
U.  S.  that  any  rational  consideration 
the  whole  su!)ject  then  starts  to  becor 
difficult. 

This  is  not  a  tax.  A  tax  is  a  char; 
that  is  levied  on  persons  or  proper 
for  public  purposes.  But  this  is  buyii 
something  for  yourself— namely,  ins 
ranee— at  bargain  rates  whenever  y( 
buy  gasoline. 

Paul  B.  MacCreac 
Chairman  of  the  Boa: 
AeroVironment  Ir 

Letters  to  the  Editor  should  be  sent  to  Readi 
Report,  Business  Week,  1221  Avenue  of  the  Ami 
cos.  New  York,  N.  Y.  10020.  Fax  (212)  512-44i; 
Telex:  12-7960,  Intl.  4998204.  All  letters  must 
elude  an  address  and  daytime  and  evening  te 
phone  numbers.  We  reserve  the  right  to  edit  letti 
for  clarity  and  space. 
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With  a  Polaroid  35mm  Slide  Printer,  you'll  never  have  to  use  an  outside  slide  service  again.  By  sending  images 
jirectly  from  your  computer  to  slide  film,  you  can  create  slides  at  your  desk  in  just  a  few  minutes.  And  you  can  even  make 
est  minute  changes  without  the  usual  exorbitant  rush  charges.  For  a  free  interactive  demo  diskette  on  our  award- 
A/inning  color  film  recorder  technology,  call  Ij^sjaja^iggge^^^^^^^^^^l  -Aeja  ap!|s  sqa  i^oaqo  0:1  cisBjo^  ci.uop  'L|n  'puv 


THE  POLAROID 
35mm  SLIDE  PRINTER 


\> 


With  the  Polaroid  35mm  Slide  Printer,  you  can  go  from  Windows,  DOS  or  Macintosh  graphics  to  slide  film  in  minutes. 


Polaroid 


BN 1 593 


A  promise  to  remain  suitaLly  frumpy  until  after  tlie  Sunday  paper. 


A  promise  to  produce  nickels  from  your  ears  upon  request. 


A  promise  for  sometkin^  to  rememter  and  sometkin^  to  rememker  me  kj 


NotKing  binds  us  one  to  tke  otlier  like  a  promise  kept.  Nothing  divides  us  like  a  promise  kroken.  At  MassMiitual 
we  Ijelieve  in  keeping  our  promises,  fliat  way  all  tlie  families  and  businesses  that  rely  on  us  can  keep  tlieirs. 

m  

MassMutiud 

©1992  Massachusens  Mutual  Ufe  Insurance  Co  .  Springtield  MA  01111  Kd  p  V<>U   IvCCp  VOU  T  pTOnilSt^S 


POWER,  PRIVILEGE,  AND  THE  POST:  THE  KATHARINE  GRAHAM  STORY 

By  Carol  Felsenthal 
Putnam  •  51  Ipp  •  $29.95 


PECKING  AWAY 
AT  KAY  GRAHAM 


T! 


I  he  most  powerful  woman  in 
Amei-ica."  Foi-  a  quarter-century, 
writes  Carol  Felsenthal,  that  has 
been  "an  almost  ubiquitous  way  of  de- 
scribin>^"  Katharine  Graham.  As  head  of 
Washington  Post  Co.  from  1963  to  lit91, 
Graham  was  at  once  the  envy  of  corpo- 
rate presidents  and  the  symbol  of  what 
a  woman  in  business  can  achieve. 

Hers  is  a  life  with  dramatic  poten- 
tial: How  did  a  sheltered  widow  build  a 
modest  publishing  operation  into  a  giant 
enterprise  and  help  topple  a  President? 
But  readers  don't  get  much  of  an  idea 
from  Power,  Privilege,  and 
the  Post.  Although  Felsen- 
thal, author  of  biographies 
of  Phyllis  Schlafly  and  Al- 
ice Roosevelt  Longworth, 
professes  to  admire  Gra- 
ham, her  book  is  longer 
on  unkind  gossip  than  on 
the  details  of  Graham's 
accomplishments. 

For  much  of  her  life, 
Graham  didn't  seem  des- 
tined to  be  anyone's  hero- 
ine. She  was  the  self-ef- 
facing daughter  of 
larger-than-life  parents: 
Eugene  Meyer,  who  head- 
ed the  Federal  Reserve 
in  the  1930s,  and  Agnes 
Meyer,  a  social  crusader 
and  arts  patron.  The  busy 
couple  largely  ignored  their  five  chil- 
dren, but  Kay's  father  did  encourage 
her  journalistic  leanings.  Not  that  he 
expected  her  to  manage  The  Washington 
Post,  a  mediocre  rag  he  bought  in  1933; 
he  hoi)ed  she  would  snag  "a  similarly 
inclined  husl)anfl"  who  would  take  over. 

Kay  complied  in  1940,  marrying  Phil- 
ip L.  Graham,  an  intelligent  and  charis- 
matic Harvard  Law  School  gi'aduate.  In 
1946,  he  became  the  Post's  associate  pul)- 
lisher,  and  Kay,  by  then  the  mother  of 
two,  quit  her  job  in  circulation. 

By  the  1960s,  Phil  had  set  the  compa- 
ny on  a  profital)le  expansion  course  (in- 
cluding the  purchase  of  Newsiveek)  and 
improved  the  paper's  editorial  pages. 
But  Phil  was  manic-depressive,  and  he 
grew  increasingly  erratic:  flaunting  his 
mistress,  stripping  during  a  speech  at  a 
publishers'  convention,  finally  suffering  a 
nervous  breakdown.  In  1963,  he  shot 
and  killed  himself. 


"In  a  sen.se,"  writes  Felsenthal,  "Kay 
Graham  was  born  in  1963,  when  she 
was  forced  to  enter  the  fray."  But  why 
she  felt  compelled  to  enter  it  isn't  clear. 
She  wanted  to  hang  on  to  the  paper  for 
her  eldest  son,  Donald.  But  she  might 
have  let  professionals  run  it.  Instead, 
she  began  learning  the  business.  Slowly, 
this  "big  lii'own  wren,"  as  one  fi'iend  de- 
scribed her,  gained  confidence.  And  over 
thi'ee  decades,  Felsenthal  summarizes, 
she  turned  "a  small  and  somewhat  paro- 
chial family  business  into  a  behemoth." 

But  Power,  Privilege,  and  the  Post 


The  Graham 
conundrum:  A  ivoman 
of  uncommon 
character  or  a  "matron 
of  exasperat  ing 


narrowness 


POWER 

PRIVILEGE 

THE  POST 

THE  KATHARINE  GRAHAM  STORY 

CAROL  FELSENTHAL 


doesn't  really  provide  much  detail  about 
that.  Felsenthal  briefly  praises  Graham's 
agi'eement  to  take  Post  Co.  public  and 
her  acquisition  of  profitable  print  and  TV 
properties.  Editorially,  she  applauds  Gra- 
ham foi'  two  key  decisions:  to  i:)ublish  the 
Pentagon  Papei's  in  1971,  despite  a  threat- 
ened federal  injunction  that  could  have 
sunk  the  comi)any's  new  i)ul)lic  offei-ing, 
and  Uj  support  the  Post's  Watergate  cover- 
age, starting  in  1972. 

"She  was  not  the  creative  one,  the 
one  with  the  ideas,  but  she  had  the  qual- 
ity characteristic  of  the  best  newspaper 
publishers  and  owners:  the  ability  to 
recognize  talent,  hire  it,  let  it  express  it- 
self, accept  change,"  Felsenthal  writes. 
But  if  Graham  backed  talent  (the  most 
famous  l)eing  Post  Managing  Editor  Ben 
Bradlee),  she  also  turned  on  those  with 
whom  she  became  disenchanted.  Her 
displeasure,  Felsenthal  says,  could  be 
aroused  by  someone's  having  gone  to 


the  wrong  school,  having  an  affair  wt 
a  colleague,  or  seeming  "too  Jewish- 
even  though  her  father  was  Jewii 
Newsweek  went  through  five  editors-i 
chief  between  1972  and  1983,  and  t( 
presidency  of  Post  Co.  was  often  a 
volving  door.  As  she  documents  (i 
ham's  capriciousness,  Felsenthal,  j)- 
haps  unwittingly,  seems  to  suggest  tli 
even  her  choice  of  Bradlee  invoh 
more  luck  than  judgment. 

Whenever  employees  heard  Grahr 
jjraised  as  an  executive,  they  would  lau; 
one  staffer  recalls.  "In  some  respects,  K, 
remained  a  matron  of  exasperating  n 
rowness,  finally  claiming  one  of  the  i>i-i 
leges  of  her  l)irth— the  right  to  belm 
like  a  spoiled  brat,"  Felsenthal  wi'ites.  ^- 
threw  tantrums— and  once  a  shoe— in  t 
Post  newsroom.  Felsenthal  depicts  hei- 
not  just  cruel  and  snoljbish  but  also  iiK 
cisive.  Newsweek  Editor  Lester  Bernst( 
once  asked  Bradlee:  "What  do  you 
about  the  problem  that  Kay  always  liste 
to  the  last  person  s 
spoke  to?"  Bradlee's  rep 
"Be  the  last  person  s 
spoke  to." 

Of  course,  such  nas 
observations  make  a  jui 
read.  But  if  the  book  fa 
iy  wallows  in  complain 
about  Graham,  it's  pro 
ably  because  the  peod 
who  like  her  are  und« 
represented.  Neither  sli 
Bradlee,  nor  Donald  Gi 
ham,  now  Post  CEO,  cd 
sented  to  be  interviewe 
Even  as  gossip,  the  bo( 
seems  downright  sketcl 
in  places. 

Felsenthal's  analysis 
also  sketchy.  Graha 
seems  a  complex  and  co 


tradictory  woman:  The  supreme  adv 
cate  of  press  freedom,  she  nonethele 
suppressed  several  biographies  and  coi 
pany  histories.  She  reminisces  affectio 
ately  about  Phil— but  has  never  forgiv( 
those  who  abetted  his  affairs.  The  vei 
model  of  a  modern  corporate  woma 
she  believed  in  the  "innate  superiorit; 
of  men.  Felsenthal  dutifully  describe 
but  never  resolves,  these  disparate  £ 
tributes,  falling  back  on  such  lame  ch£ 
acterizations  as  "multifaceted." 

The  fundamental  contradiction  is  al 
unresolved:  How  did  this  woman,  fi 
many  years  kept  in  the  dark  about  bu: 
ness,  by  nature  not  forceful  or  creativ 
achieve  so  much?  The  failure  to  provi( 
an  answer  makes  Power,  Privilege,  ai 
the  Post  an  earnest,  sometimes  titillatin 
Init  ultimately  unsatisfying  effort. 

BY  TROY  SEG, 

Segal  wrote  BUSINESS  week's  1992  cov 
story  on  corj)orate  ivomen. 
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T&T  started  its  800  service  in  1967 


! 


print  started  its  800  service  ia  1987 


But  who  feels  confident  ehoug 


W  Ik'ii  it  comes  ri^jlit  down  to  it.  onl.\'  one  company— Sprint— is  secure  enoufjh  to  mal<e  the  following  promise: 

If  .Noirre  not  sn(  isf'iecl  vv  itii  our  800  sei-N  ice  after  your  fii'st  90  days,  we'll  fjive  you  youi'  money  back.  Not  just 
)ur  monthly  sei  %  ice  cliarjie.  but  cwny  penii\  .\oirve  spent  on  800  serv  ice  with  us  for  the  last  three  months,  up  t(j 
$50,000.  (iuaranteed. 

It's  called  the  Sjirint  .Secure  Satisfaction  CiuartUitee.""  and  it  would  lie  news\s(ji  th,\  enough  if  it  was  Sjjrint's  only 
commitment  to  its  800  c  usl(jmt>i  s.  But  it's  not.  Btx  ause  Sprint  adds  a  second  level  of  protection  with  a  sen  ice  I'cstoral  guarante 

If  .\'ou  c  an't  I'cceive  calls  on  Nour  S]ji  int  800  number:  the  Sprint  Secure  Serv  ice  Guarantee*  i^romises  that  we'll  ciuickl> 
reroute  your  calls  to  an  established  location  of  your  choice. 


pfter  a  money-back  guarantee? 


Which  niOtUis  with  Sprint,  you  more  than  mi  8()()  niiniboi:  You  ^ct  Sprint's  c|uicl\  resj^oiise  and  ciuality  service 
in  cruciiriJ  situations. Tlie  flexibility  to  choose  your  own  reroutinfj  oi3tions.The  assurtince  that  you'll  ininiecliatel.x  he  (jack 
in  business.  And  the  protection  of  not  one  but  two  Sprint  S<.xaire"'suii'"f  Jitees. 

I         If  you'd  like  to  benefit  from  the  qu^Uity  and  reliability  of  Sprint's  800  sei-v  ices,  gfive  us  a  Ciill.  Mccinwhile.  should  any 
long-distance  cai'i'ier  feel  their  sei-vice  tt)  bv  as  tiiistwortli.v  as  ouis,  we  make  the  follow  infj: 
pcjlite  suggestion: 

Put  your  money  whei  e  your  800  sei'vice  is. 
For  the  i>ei'feet  800  service,  guaranteed,  folltm  Sprint.™  Call  l-8()0-H27-480(). 


Sprint. 


Other  conditit.ns  apply  Satisfaction  GuaranUx':  New  800  customers  only  Service  Guarantee:  Monthly  service  charj^*  refunded  for  delays  lon(?er  than  30  minutes. 
AH  trademarks  are  property  of  their  respetiive  owners,    1993  Sprint  Communications  Company'  L.R 


[conom  ic  Viewpoint 


IF  THE  FRANC  FALLS,  SO  WILL 

EUROPE'S  DREAM  OF  A  COMMON  CURRENCY 


BY  RUDI  DORNBUSCH 


Paris  is  vowing  to 
keep  the  franc  tied 
to  the  mark,  but  it 
can't  stand  the  pain 
for  much  longer. 
The  answer  isn't 
lower  German  rates 
but  political 
cooperation 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSEHS 
INSTITUTE  OF  TECHNOLOGY 


While  Germany  runs  its  tij^ht-money 
strategy,  the  rest  of  Europe  is  on 
the  receiving  end,  with  one  curren- 
cy after  another  weakening  in  the  knees  and 
coUapsing.  Now  it's  the  franc's  turn.  The 
French  government  has  vowed  not  to  yield: 
that  however  fierce  the  attack,  it  will  keep  the 
franc  glued  to  the  mark. 

But  other-  governments  have  made  the  same 
vow,  to  no  avail.  Their  currencies  have  gone 
soft,  and  so  will  the  franc.  And  when  the 
franc  has  gone,  those  few  remaining  will  be  on 
the  line:  Denmark's  and  then  Belgium's,  until 
no  currency  is  left  in  place  but  a  lonely, 
strong,  overvalued  mark.  Dreams  of  a  common 
money  will  be  shattered;  l)itterness  and  re- 
crimination will  take  their  place. 

Few  countr'ies  have  withstood  the  hard-cur- 
rency test  since  exchange-rate  turmoil  struck 
in  Sejjtember  when  the  French  and  the  Danes 
were  voting  on  a  common  European  currency. 
The  lira  went  down  at  the  slightest  probe; 
the  pound  sterling  fell  after  $35  billion  was  lost 
in  a  futile  defense;  and  Sweden  practiced  as- 
tronomical interest  rates  for  a  few  months, 
then  threw  in  the  towel.  France  will  follow 
suit,  before  the  Mar.  21  election  or  just  after. 

The  conventional  wisdom  is  that  Europe's 
widening  slump  and  the  currency  crisis  are 
the  fault  of  the  German  Bundesbank,  known  to 
currency  mavens  as  "Buba."  And  the  immedi- 
ate reason  for  the  turmoil  would  seem  to  be 
Bulla  policy.  If  German  interest  rates  were 
low,  everybody  would  have  low  rates— Ger- 
man rates  plus  a  little  bit.  But  since  German 
rates  are  high,  everyl)ody  else's  are  high- 
Germany's  plus  quite  a  bit— and  that's  too 
much  to  take,  if  it  lasts. 

'NOT  JUST  YET.'  Now  that  the  currency  iires- 
sure  and  high  interest  rates  have  been  on  for 
almost  half  a  year,  everybody  wants  relief. 
Nobody  has  any  patience  left  for  the  Buba's 
"not  just  yet"  attitude.  As  ciu'rency  defense 
has  become  the  routine,  growth  has  evai)o- 
rated.  Last  year  was  poor  for  business,  this 
year  is  worse.  Next  year  barely  promises  I'e- 
covery— and  that's  the  optimistic  scenario. 

Should  we  blame  the  Bundesbank  for  all 
this?  F^oi'  some  the  answer  is  obvious.  After 
all,  it  sets  interest  rates  that  nobody  can 
match  for  any  length  of  time,  and  it  has 
turned  its  own  inflation  fight  into  a  Europe- 
wide  slump.  It  is  the  pressure  of  mounting 
recession,  not  the  credibility  of  the  central 
bank,  which  has  lirought  down  recent  wage 
settlements  to  3%  or  just  above. 

But  the  1993  wage  round  is  not  over  until 
May.  Giving  up  now  would  mean  that  inflation 
will  linger  on,  as  will  slow  growth.  Later  in 
the  year,  once  moderate  wage  settlements  es- 


tablish a  safe  prediction  of  low  inflation  f 
1994,  the  Buba  can  declare  victory  and  c 
interest  rates  to  5%  from  more  than  8%  ai 
open  the  doors  for  gi-owth.  Rather  than  acce 
a  ti'uce,  the  Bundesbank  is  right  to  fight  ( 
until  inflation  is  (}uite  dead. 

France  may  understand  the  German  gan 
plan,  but  it  is  counterprofluctive  from  a  Fren 
perspective.  France  feels  it  can't  wait,  and 
has  a  point.  The  French  need  low  rates  no' 
to  call  off  the  speculators  and  the  doubter 
The  franc  is  not  overvalued:  Inflation  is  le 
than  in  Germany,  the  external  balance  shows 
surplus,  public  finance  is  sound.  But  France 
a  Latin  country,  and  that  means  the  currenc 
is  always  suspect  (speculators  like  to  take 
bite,  just  to  see  if  the  coin  is  solid).  And  if  oi 
speculator  hangs  around,  so  will  all.  And 
they  all  attack  a  currency,  who's  to  say  thi 
can't  liring  it  down? 

PREPOSTEROUS  PLANS.  The  answer  for  Euroi 
is  not  a  premature  end  to  inflation-fighting 
Germany.  The  answer  must  be  an  ambition 
joint  commitment  to  currency  cooperation, 
the  finance  ministers  in  Germany  and  Fran( 
declared  their  agreement  to  defend  a  fixe 
parity  whatever  the  cost,  the  massive  dete 
rence  of  such  an  accord  would  make  the  fi'ar 
as  good  as  the  mark  in  a  split  second. 

The  blame  for  the  franc  crisis  cannot  t 
put  on  the  Bundesbank,  which  has  to  figl 
inflation  until  it  is  dead.  The  responsibilit 
must  be  placed  on  the  politicians  in  German 
and  France,  who  have  been  unwilling  to  sa 
which  parities  deserve  all-out  support.  Th 
leaders  have  ignited  the  speculation  by  passin 
absurd  monetary-integration  schemes  linkin 
some  currencies  with  no  prospect  of  stabi 
ity— those  of  Italy  or  Greece,  say— to  some  ( 
the  hardest  in  the  world.  Maastricht,  the  Ei 
ropean  monetai'y-integration  project  planne 
for  the  end  of  the  decade,  has  suddenly  move 
forward  and  is  knocking  at  the  door.  If  thei 
is  to  be  monetai'y  integi'ation  between  Germ; 
ny  and  France,  leaders  on  lioth  sides  muj 
now  underwrite  the  franc. 

If  the  franc  is  allowed  to  fall,  so  will  an 
prospect  of  monetary  union  between  German 
and  France.  The  French  won't  forgive  the  di: 
grace  of  the  defeat,  and  the  Germans,  whil 
they  may  gloat  at  having  the  hardest  coii 
will  have  missed  the  opportunity  to  creat 
fii-m  Franco-Gei-man  cooperation.  In  the  1970; 
France's  Valery  Giscard  d'Estaing  and  Ge: 
many's  Helmut  Schmidt  boldly  created 
scheme  of  monetai-y  integr-ation  that  was  notl 
ing  short  of  a  political  masterstroke.  In  th 
next  few  weeks,  leaders  in  these  two  coimtrie 
must  return  to  that  Franco-German  accor 
for  inspiration. 
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Competitors  have  just 
raised  their  rates. 
The  United  States 

Postal  Service  hasn't. 


WE  DELIVER  FOR  YOU. 


Two  Day  Priority  Mail " 
service  still  costs  less 
than  half  what  you'd 
pay  with  anyone  else. 


Call  1-800-THE-USPS  ext. 455  for  a  free  starter  kit  today. 


BASED  ON  PUBLISHED  RATES,  SOME  RESTRICTIONS  APPLY.  CHECK  YOUR  POST  OFFICE  FOR  DETAILS.   ©  1993  U.S.  POSTAL  SERVICE 


|A/hat  will  people  make 
Anything  they  want. 


Versa  s  screen  detaches  easily,  so  you  can  quickly  upgrade  a. 

reverse  the  display  or  conven  to  pen 


For  the  ultimate 
in  expansion  and 
connectivity.  Versa 
offers  the  latest 
PCMCIA  Type  III 
standard:  plug  in  up  to 
TWO  cards— modems, 
LAN.  storage  or  in  the 
future,  wireless  networking 
What  's  more,  our 
QuickSwap"'  feature 
lets  you  change  cards 
in  mid-application 
without  powering 
down 


Buy  an 
UltraLite  Versa 

now  through 
April  30,  1993, 
and  get  a  'ree 
Microsoft 
-  Ballpoint*  mouse 
ir\()  a  tree  battery 


^  Choose  Versa  with  256  bnlliant  colors  and  the  latest 
active-matrix  screen  technology  or  with  64  crisp  shades  of  gray 
Either  way.  Versa  is  the  first  notebook  to  use  local  bus  video 
architecture,  for  dramatically  faster  graphics  performance. 


The  LCD  status  panel  gives  a 
quick  overview  of  what's  going  on  inside 
your  Versa— power  management  status. 

battery  life  and  more. 


■llaiifiiM 


iinra 


^  Versa  comes  standard  with  a  Nickel  tvletal 
Hydnde  (NiMH)  battery,  for  longer  life  and 
quick  recharging 


ur  new  UltraLite  Versa  ? 


Versa  offers  fxywerful. 
energy-efficient  3.3V 
i486SL'"  processing. 
Stan  with  your  choice 
of  20,  25  or  33MHzt 
processor:  upgrade 
as  your  computing 
needs  increase. 


^  Versa 's  RAM  can  be  easily 
upgraded  from  4tVIB  to  as 
much  as  20IVIBf  simply 
by  sliding  in  a 
memory  card. 


As  with  our  award- 
winning  monitors, 
pnnters,  desktop 
PCs  and  CD-ROM 
readers,  the  new 
U/traLite  Versa  is  a 
prime  example  of 
what  NEC  does 
best:  integrating 
many  new  tech- 
nologies into  one 
seamless,  highly 
functional 
package 


Versa  offers 
innovative 
active-matrix  color 
pen  computing,  as 
well  as  a  mono- 
chrome pen  model. 
Versa  also  converts 
to  a  tablet  in  sec- 
onds, for  captunng 
signatures,  taking 
notes  or  annotating 
presentations 


To  increase  Versa  s  storage 
capacity  just  choose  from  80MB, 
120MB  or  180MB  removable 
hard  drives.  And  Versa  comes  pre- 
loaded with  V\/indows^  3. 1 
andOOS^  5.0. 


A  With  our  new  DoubleTime'"  technology  Versa's  battery  life  can  be  doubled, 
instantly,  by  exchanging  the  floppy  drive  for  a  second  battery  Result  an 
astounding  8-1 2  hours  for  monochrome.  5-10  hours  for  color,  depending  on  usage 


The  new  UltraLite  Versa  is  perhaps 
the  one  notebook  computer  you 
should  want  right  now 

That's  because  Versa's  exceptional 
upgradability  and  flexibility  give  you 
the  power  to  choose  the  system  you 
need  today,  and  then  enhance  its 
features  as  your  needs  change. 

Making  it  a  notebook  you'll  still 
want  years  from  now. 

With  Versa,  you're  protected  from 
wasting  money  on  a  notebook  you 
might  soon  outgrow.  Protected,  too, 
by  a  3-year  limited  warranty  and 
UltraCare  ■"■  enhanced  service  plan' 
The  6-lb"  Versa  is  a  light,  power- 
ful i486SL"  notebook  that's  perfect 
for  heavy  computing,  faxing  and 
communicating  while  on  the  road. 

Giving  you  a  real  alternative  to  the 
mouse,  Versa's  optional  pen  models 
and  pen  upgrades^  make  it  easy  to 
take  notes  or  enter  data  in  the  field. 

Slipped  into  its  optional  Docking 
Station "  unit.  Versa  offers  all  the 
capabilities  of  a  desktop  computer. 
So  what  do  you  make  of  a  notebook  PC 
that  does  all  that?  Anything  you  want 
For  details  on  the  amazing  UltraLite 
Versa,  call  1-800-NEC-INFO  (in  Canada, 
1-800-343-4418),  or  NEC  FastFacts™ 
at  1-800-366-0476  (#ULVERSA). 


Because  ^  is  the  way  you  want  to  go. 


conomic  Trends 


BY  GENE  KORETZ 


A  STRONGER  DOLIAR 
HAS  AMERICANS 
DREAMING  OF  EUROPE 

While  the  yen's  newfound  strength 
against  the  dollar  has  made  head- 
lines in  recent  weeks,  another  currency 
shift  is  only  now  starting  to  draw  atten- 
tion: the  remai'kable  i-esurgence  of  the 
greenl)ack  in  Europe.  After  hitting  a 
record  low  against  many  European  cur- 
rencies in  the  middle  of  last  year,  the 
dollai"  rose  significantly  last  fall  when 
the  European  exchange  rate  mechanism 
(ERMI  began  to  unravel.  And  it  has  con- 
tinued to  trend  higher  as  the  U.  S.  econ- 
omy has  gathered  steam  and  a.s  interest- 
rate  cuts  in  Europe  have  narrowed  the 
gap  between  U.  S.  and  European  rates. 

The  upshot  is  that  in  many  European 
countries,  the  dollar  is  now  the  strongest 


THE  DOLLAR  IS  RIDING 
HIGH  IN  EUROPE 


FRENCH  FRANC 

RISE  IN  DOLLAR'S 
GERMAN  MARK     VALUE  VS.  EUROPEAN 
CURRENCIES 


0  10  20  30  40  50 
►  PERCENT  INCREASE 

DATA  PRUDENTIAL  SECURITIES  INC, 


it  has  been  in  recent  memory,  and  in 
Italy,  Britain,  Finland,  and  Greece,  it's 
actually  at  its  highest  level  since  1986. 
Prospective  American  tourists  are 
watching  with  glee.  According  to  a  sur- 
vey of  travel  agents  conducted  in  early 
March  by  Travel  Weekly,  an  industry 
publication,  inquiries  and  bookings  of 
summer  trips  to  Eii!-oi)e  have  increased 
markedly  in  the  past  month. 

The  European  Ti^avel  < 'ommission  re- 
ports that  a  new  nation\  ide  consumer 
advertising  campaign  stre  -ing  afford- 
al)ility  is  attracting  as  mai,;  as  3,000 
phone  calls  a  day.  "The  numbei-  (if  I  J.  S. 
travelers  to  Europe  this  year  coi.ld  sur- 
l)ass  the  7..5  million  record  set  in  1!)!I0," 
says  an  official. 

Although  dollar  appreciation  already 
translates  into  less  expensive  hotel 
rooms  and  restaurant  meals  for  Ameri- 
cans planning  European  vacations  this 


22  :-JSINESS  WEEK/MARCH  29,  1993 


year,  the  bargains  could  gi'ow  even  larg- 
er. In  light  of  the  deepening  recession  in 
much  of  Europe,  the  slide  in  European 
interest  rates,  and  the  growing  politi- 
cal turmoil  in  Western  as  well  as  East- 
ern Europe,  most  experts  believe  the 
dollar's  upward  climb  is  far  from  over. 

But  an  influx  of  U.  S.  tourists  over- 
seas won't  help  the  U.  S.  economy,  par- 
ticularly since  recessions  in  Europe  and 
.Japan  have  already  cut  the  huge  wave 
of  foreign  tourists  visiting  the  U.  S.  in 
recent  years.  The  U.  S.  surplus  in  travel 
and  tourism  receipts,  which  exploded 
from  $3.2  billion  in  1989  to  nearly  $12 
billion  in  1991,  slipped  last  year  and  is 
likely  to  l)e  down  sharply  in  1993. 

More  important,  the  same  syndrome 
is  afflicting  the  U.  S.  merchandise  trade 
lialance  with  Euj'ope,  which  swung  fi'om 
a  $21  billion  annual  rate  surplus  early 
last  year  to  a  $6  billion  deficit  in  the 
fourth  quarter.  With  Europe's  economic 
outlook  darkening  and  the  expansionary 
climate  in  the  U.  S.  brightening,  this  ad- 
verse trade  trend  will  undoubtedly  con- 
tinue. And  the  high-flying  dollar  promis- 
es to  exacerbate  the  problem. 


lATIN  AMERICA'S 
APPETITE  FOR  U.S. 
GOODS  FLAGS  A  BIT 

Until  recently,  one  of  the  saving  gi'ac- 
es  in  the  U.  S.  trade  performance 
has  been  the  virtual  explosion  in  ship- 
ments of  U.  S.  goods  to  Latin  America, 
which  accounted  for  more  than  half  of 
U.  S.  export  gi-owth  last  year.  Now,  how- 
ever, a  marked  slowdown  in  projected 
gi'owth  in  several  leading  Latin  nations 
"is  tarnishing  the  outlook,"  observes 
economist  Gail  D.  Fosler  of  the  Confer- 
ence Board. 

Fosler  notes  that  the  International 
Monetary  Fund  recently  slashed  its  1993 
economic  growth  projections  for  Latin 
America  from  nearly  4%  to  just  2%, 
with  big  downward  revisions  for  Mexico, 
Brazil,  and  Argentina.  Plagued  by  high 
inflation,  soaring  imports,  and  depreciat- 
ing currencies,  most  of  the  major  Latin 
nations  are  stepping  on  the  brakes. 

The  situation  is  particularly  acute  in 
Mexico,  which  accounts  for  9%  of  U.  S. 
exports  and  is  concerned  about  its  bal- 
looning payments  deficit.  With  imports 
from  the  U.  S.  up  27%  last  year,  some 
observers  think  the  Mexican  govern- 
ment could  devalue  the  peso  sharply  to 
I'educe  the  import  surge  after  the  North 
American  Free  Trade  Agi'eement  goes 
into  effect  later  this  yeai\  Even  if  it  for- 
goes such  a  move,  however,  the  gov- 
ernment's tight-money  policy  already 
seems  to  be  slowing  import  growth. 


The  bottom  line  is  that  U.  S.  expc 
growth  to  Latin  America  has  moved  tc 
slower  track,  even  as  exports  to  Euro 
and  Japan  flag.  The  big  question 
whether  the  remaining  bright  spot 
the  U.  S.  export  picture— the  newly  i 
dustriaKzed  countries  of  Southeast  Asij 
will  be  affected  by  Japan's  downturn. 


DEBTS  ARE  GEHING 
PAID  DOWN— BUT  NOT 
RUN  UP  AGAIN  

Installment  debt  is  currently  down 
about  16%  of  disposable  personal  i 
come,  from  19%  in  late  1989.  But  th 
doesn't  mean  that  consumers  will  1 
ready  to  borrow  and  spend  any  tin 
soon,  cautions  economist  Robert  Brus( 
of  Nikko  Securities  Co. 

Brusca  figures  that  current  intere: 
rates  on  auto  loans  and  credit  cards  t 
gether  average  about  11%.  He  calculate 
that  someone  with  a  median  income  i 
around  $30,000  and  average  installmei 
debt  of  $4,800  is  still  paying  some  $52 
in  interest  costs.  A  wage  increase  < 
3%,  or  $900,  this  year,  would  give  ths 
person  only  about  $675  after  federal  an 
state  taxes— barely  enough  to  cover  th 
interest  costs  on  his  or  her  debt. 

"This  kind  of  arithmetic,"  says  Brusci 
"explains  why  people  are  still  payinj 
down  debt  rather  than  borrowing  mor( 
As  long  as  consumer  loan  rates  are  s 
high  and  wage  growth  is  so  low,  it's  th 
best  investment  they  can  make." 


A  STATELY  HOME 

MAY  BE  THE 

BEST  (TAX)  SHELTER 

Homes  in  the  $400,000-and-up  class 
which  took  a  beating  in  the  recen 
recession,  inay  experience  a  significan 
revival  in  demand  and  value  as  a  resul 
of  Pre.sident  Clinton's  economic  scheme 
The  reason,  argues  economist  Susan  M 
Hering  of  Salomon  Brothers  Inc.,  is  tha 
the  dramatic  rise  in  the  top  margins 
income-tax  rates  will  cut  aftertax  mort 
gage-finance  costs  by  5%  to  10%.  Similar 
ly,  the  wide  differential  between  th' 
28%  capital-gains  tax  and  the  new  36% 
plus  marginal  tax  rate  will  add  to  thi 
appeal  of  expensive  residences  and  sec 
ond  homes  as  investment  vehicles. 

In  sum,  says  Hering,  "the  govemmen 
is  giving  high-income  taxpayers  a  choice 
Send  us  your  dollars,  or  spend  then 
yourself  l)y  purchasing  a  more  expen 
sive  home."  For  many  taxpayers,  eage; 
to  shelter  hard-earned  dollars,  tha 
choice  won't  be  too  difficult. 
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HAT  BLIP  ON  THE  RADAR  SCREEN 
SN'T  INFLATION 


IS  INFLATION 
HEATING  UP? 


□  total  cpi 

■  CORE  CPI* 
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hen  inflation  sneezes,  the  bond  market  catch- 
es a  cold.  A  couple  of  ah-choos  from  consumer 
and  producer  prices  recently  gave  bond  prices 
i  chills,  causing  a  sharp  rise  in  long-term  interest  rates, 
it  fear  not.  There  is  no  dread  inflation  disease  going 
3und.  When  the  bond  market  realizes  that,  long  rates 
11  head  back  down. 

Bond  folk  have  good  reason  to 
be  skittish.  The  super-rally  in 
liond  prices,  fueled  most  recently 
by  the  promise  of  deficit  reduc- 

  ,  tion  from  Washington,  had  sent 

h      r  the  rate  on  30-year  Ti-easuries 

I      1  into  a  dizzying  decline  of  a  full 

I      g  percentage  point  in  four  months, 

to  6.7%  in  early  March. 

After  such  a  huge  rally,  some 
backing  up  seemed  inevitable. 
Worrisome  increases  in  the  Feb- 
ary  price  indexes,  along  with  rising  commodity  prices, 
pplied  just  the  right  jolt.  By  mid-March,  the  yield  had 
mped  back  up  to  6.9%.  That  may  not  seem  like  much, 
it  if  sustained,  it  could  cost  the  economy  some  $20  l)illion 
stimulus  over  the  next  couple  of  years. 
The  trouble  began  on  Mar.  12,  with  an  unexpectedly 
rge  increase  of  0.4%  in  the  February  producer  price 
dex  for  finished  goods.  The  core  PPI,  which  excludes  food 
id  energy,  rose  0.3%,  after  a  disturbing  advance  of  0.4% 
January.  Inflation  at  the  earlier  stages  of  processing 
30  showed  some  acceleration. 

These  numbers  heightened  the  anticipation  of  the  Mar. 
report  on  the  February  consumer  price  index.  The 
'I  rose  0.3%,  about  as  expected,  but  the  core  CPI  looked 
ss  reassuring.  It  posted  a  second  consecutive  increase  of 
5%,  further  fueling  concern  that  inflation  might  be  pick- 
g  up  (chart). 

THE  BOND      The  bond  market  seems  to  be  worried 
MARKET'S      that  rates  have  come  down  too  far,  too 
FEARS  ARE     fast.  But  despite  the  latest  round  of  num- 
MISPLACED     l^ers,  fear  of  inflation  is  the  wrong  reason 
» turn  bearish.  Take  commodity  prices.  Ti'ue,  the  Joitmal 
'  Commerce  and  Commodity  Research  Bm-eaii  indexes  are 
3th  up,  but  the  increases  have  been  naiTow  and  relative- 
'  small. 

Although  firmer  commodity  prices  are  typical  as  eco- 
omic  growth  picks  up,  neither  the  JOC  nor  the  CRB  index 
as  climbed  to  worrisome  levels.  Lumber  and  oil  account 
)r  much  of  the  recent  rise.  Lumber  prices  have  surged 
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largely  because  of  unusually  rainy  weather  in  the  North- 
west and  because  policies  to  protect  the  spotted  owl  have 
reduced  available  woodlands.  Oil  prices  are  also  up,  but  re- 
cessions in  Europe  and  Japan  will  keep  world  oil  demand 
weak  and  frustrate  OPEC's  efforts  to  lift  prices. 

Moreover,  the  recent  spasms  in  consumer  and  producer 
prices  do  not  reflect  the  underlying  trends  in  both  retail 
and  wholesale  prices.  Those  trends  are  determined  by 
the  growth  of  overall  demand  and  production  costs,  nei- 
ther of  which  is  sending  up  any  red  flags. 

In  fact,  it's  just  the  opposite. 
Although  the  expansion  is  now 
on  firm  footing,  the  pace  of  de- 
mand is  far  from  robust.  Judging 
by  the  latest  data  on  retail  sales, 
consumer  demand  is  slowing 
down  this  quarter.  Retail  sales 
rose  a  modest  0.3%  in  Fel)ruary, 
after  no  growth  in  January.  So 
far  in  the  quarter,  retail  buying 
is  rising  at  an  annual  rate  of 
3.5%  from  the  foiirth-quarter  lev- 
el. That's  down  from  the  12.5%  pace  racked  up  last  quar- 
ter (chart). 

In  these  more  cautious  post-holiday  months,  shoppers 
may  be  balking  at  higher  prices.  For  example,  retailers 
lifted  clothing  prices  by  1.5%  in  February,  after  a  0.8% 
hike  in  January,  according  to  the  CPI  report.  But  consu- 
mers left  the  apparel  on  the  racks.  Clothing  store  re- 
ceipts fell  0.3%  in  January  and  then  1.7%  in  February. 

You  can  expect  the  Blizzard  of  '93  to  take  a  toll  on  the 
March  retail  sales  data— not  to  mention  the  numbers  for 
prices,  income,  construction,  output,  and  jobs.  The  centu- 
ry's most  severe  winter  storm  caused  store  closings  and 
other  losses  and  disruptions  fi'om  Florida  to  Maine  during 
the  weekend  of  Mar.  13-14.  According  to  the  Johnson 
Redbook  Report^  weekly  retail  receipts  plunged. 

PRODUCERS  Looking  further  back  in  the  pipeline,  the 
FACE  FEW  modest  pace  of  demand  means  that  pro- 
PRICE  ducers  will  find  few  opportunities  to  pass 

PRESSURES  along  price  increases  to  retailers.  Al- 
though Feliruary's  jump  in  producer  prices  alarmed  the 
bond  market,  it  looks  more  like  an  aberi'ation  than  a 
trend.  Price  hikes  on  a  few  items— heating  oil,  tobacco 
products,  and  cars— accounted  for  much  of  the  runup.  In- 
flation at  the  producer  level  remains  very  tame,  with 
prices  of  finished  goods  up  just  1.8%  in  the  past  year. 
Moreover,  recent  output  gains  are  too  modest  to  trigger 
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A  STEADY  CLIMB  IN 
INDUSTRIAL  OUTPUT 


capacity  bottlenecks  that  coukl  lift  prices  in  a  l)ig  way.  In- 
dustrial production  rose  by  0.4%  in  February,  the  fifth 
straight  advance  (chart).  Manufacturers  lifted  output  by 
0.3%,  with  big  gains  in  computers  and  appliances.  But  op- 
erating rates  for  all  industry  rose  to  just  79.9%  in  Febru- 
ary, from  79.7%  in  January.  Capacity  usage  will  have  to 
close  in  on  the  83%  mark  before  producers  begin  to  face 
production  constraints. 

The  blizzard  likely  crimped  output  in  March,  but  the  in- 
dustrial sector  had  a  solid  first  quarter.  Even  if  March 
output  is  flat,  industrial  production  would  still  grow  at  an 
annual  rate  of  more  than  4%  for  the  quarter.  That  pace  is 
strong  enough  to  generate  jobs,  but  not  robust  enough  to 
raise  inflation  worries. 

In  addition,  although  inventories  remain  low,  there  are 
no  broad  signs  of  shortages  that 
tend  to  push  up  prices.  Inven- 
tories held  at  manufacturers,  re- 
tailers, and  wholesalers  were  un- 
changed in  January.  And  the 
ratio  of  inventories  to  sales  re- 
mained at  its  11-year  low  of  1.46. 
Inventories  do  look  skimpy  in 
manufacturing,  but  part  of  that 
reflects  factories'  long-term  afl- 
justment  to  just-in-time  invento- 
ry control. 

From  businesses'  point  of  view,  cost  pressures  that 
could  drive  price  hikes  are  generally  absent.  The  growth 
of  unit  labor  costs,  which  largely  determines  the  floor 
under  price  growth,  slowed  to  0.4%  last  year.  That  was 
the  slowest  annual  pace  since  1965,  when  inflation  was 
running  at  less  than  2%.  With  further  productivity  gains 
likely,  and  with  any  sharp  rise  in  wage  growth  unlikely, 
unit  labor  costs  are  certain  to  remain  tame  in  1993. 

The  overriding  economic  fact  is  this:  With  so  much  la- 
bor and  capital  going  unused  right  now— both  at  home  and 
abroad— sustainable  price  pressures  cannot  take  hold. 
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Currently,  real  gross  domestic  product  is  some  4%  b 
where  it  would  be  if  the  economy's  resources  were 
utilized.  In  that  situation,  it  could  be  years  before  inflat; 
is  capable  of  any  lasting  acceleration. 


SOME 
WARPAGE 
IN  WOOD 
PRODUCTS 


A  PAUSE  IN 
HOMEBUILDING 


One  exception  to  the  low-inflation  rule 
lumber.  Shrinking  supplies  and  growi 
demand  caused  by  the  two-year-old  ho 
ing  upturn  have  raised  the  cost  of  wo 
products  to  record  levels. 

In  February,  the  wholesale  price  of  softwood  used 
construction  jumped  9.4%,  on  top  of  6.9%  increases 
December  and  January.  More  expensive  lumber  will  a 
to  the  price  of  a  home,  even  as  lower  interest  rates  redu 
mortgage  payments.  Rebuilding  after  the  March  stoi 
damage  could  add  more  price  pressure. 

Rising  costs  may  be  one  rea- 
son for  the  pause  in  homebuild- 
ing.  Housing  starts  eked  out  a 
2.5%  gain  in  February,  rising  to 
an  annual  rate  of  1.21  million. 
But  they  had  plunged  8.4%  in 
January,  and  housing  has  been 
about  flat  since  August  (chart). 

The  Blizzard  of  '93  likely 
slammed  homebuilding  into  the 
ground  for  March.  That  decline, 
however,  will  set  up  the  likeli- 
hood of  a  very  busy  April  and  May  as  builders  rush  t 
make  up  for  lost  time.  That's  especially  likely  if  the  bon 
market  comes  to  its  senses  soon  and  renews  its  rally, 
so,  mortgage  rates  could  decline  further. 

Indeed,  the  entire  economy  would  be  better  off  if  th 
bond  market  shook  off  its  malaise.  The  market's  inflatioi 
hyiwchondria  isn't  about  to  derail  the  expansion.  But  if  ; 
gets  worse,  higher  long-term  interest  rates  could  mean  th 
difference  between  a  healthy  economy  and  one  that  need 
a  warm  blanket  and  chicken  soup. 
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DURABLE  GOODS  ORDERS 


Wedru'sday,  Mar.  8:30  turn. 
New  orders  taken  by  durable-goods 
manufacturers  probably  inched  up  0.5% 
in  February,  according  to  the  median 
forecast  of  economists  surveyed  by  MMS 
International,  a  division  of  McGraw-Hill 
Inc.  Orders  fell  2.2%  in  January,  after  a 
9.7%  jump  in  Decembei'.  The  expected 
small  gain  in  new  orders  jirobably  means 
that  the  backlog  of  unfilled  orders  fell  af- 
ter two  consecutive  gains. 


CAR  SALES 


Wednesday,  Mar.  2Jt 

Sales  of  new  domestically  made  cars 
probably  fell  sharply  in  mid-March  to 
an  annual  rate  of  5  million,  ft'om  6.5  mil- 


lion in  the  first  10  days  of  the  month. 
But  all  of  the  deterioration  can  be  traced 
to  the  Mar.  13-14  blizzard.  Car  buyers 
will  likely  head  back  to  dealers  later  in 
the  month.  That  means  the  selling  rate 
for  all  of  March  ccjuld  still  end  up  ahead 
of  Fe])ruary's  disappointing  6  million. 
Light-truck  sales  in  mid-March  also  were 
blasted  by  the  blizzard.  They  likely  fell 
to  a  3.5  million  pace  or  lower,  from  4.4 
million  earlier  in  the  month. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thnr:iday,  Mar.  2.5,  S:.iO  u.in. 
New  filings  for  state  unemployment  in- 
surance benefits  probably  stood  at 
350,000  for  the  week  ended  Mar.  13. 
That  would  be  down  from  the  376,000 
filed  in  the  week  ended  Feb.  27,  but 


just  slightly  above  the  343,000  pace  c 
the  four-week  moving  average.  Despit 
the  better  tone  of  the  labor  market; 
unemployment  claims  remain  high. 

CORPORATE  PROFITS  

Friday,  Mar.  26,  8:30  (un. 
Corporate  profits,  as  measured  by  th 
Commerce  Dept.,  proV)ably  grew  b 
about  6%  in  the  fourth  quarter  of  199; 
forecasts  the  MMS  report.  Earnings  ha 
fallen  by  4.5%  in  the  third  quarter,  bi 
all  of  that  was  related  to  losses  poste 
by  the  insurance  industry  in  the  wake  ( 
the  summer  hurricanes.  Better  demanc 
plus  little  growth  in  unit  labor  cost; 
are  helping  corporations  raise  profit  ma 
gins.  Lower  interest  rates  are  also  helj 
ing  them  pare  down  debt  payments. 
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=v  nagine  if  travel  were  simply  an  expression  of  your  own 
I  ody... imagine  that  as  soon  as  you  desired  being  there,  you  were 
I  lere.  A  dream.  Of  course  there  is  always  Swissair.  Swissair  puts 
'  ou  wherever  you  want  to  be,  in  70  countries  alt  over  the  world, 
la  a  quick  and  easy  jump  in  and  out  of  Zurich  or  Geneva,  where 
me  is  saved  is  time  gained.  For  reservations,  call  your  travel  agent 
r  r  Swissair.  Time  is  everything. 


HIGHLY  REGARDED 
SECOllD^IER  TALENT 
(FROM  THE  TOP): 
PEPStCO'S  ROGER 
ENRICO,  APPLE'S 
MIOIAEL  .SPINDLin, 
MERCK'S  JUDY 
LEWjENT,  FIDELITY'S 


MICROSOFT'S 
MIKE  MAPLES 


I  s  Michael  H.  Spindler,  Merck's 
lard  J.  Markham,  and  PepsiCo's  Rog- 
A.   Enrico,   are   already  virtual 
ll  vned  princes  being  groomed  for  the 

1  job.  Others,  such  as  General  Elec- 
's  John  M.  Trani,  Hewlett-Packard's 
nard  A.  Hackborn,  or  Fidelity  In  vest- 
it's  Roger  Servison,  are  valued  for 

performances  behind  the  scenes, 
m  Craig  R.  Barrett,  who  helps  An- 
w  S.  Grove  run  Intel  Corp.,  to  Mike  J. 
■jles,  the  whiz  who  directs  software 
elopment  for  Microsoft  Corp.'s  Bill 
,es,  many  work  for  legendary  bosses 
3  steal  the  limelight. 
THE  LINE.  What  they  share  is  an  abili- 
to  deliver  results — and  a  prominent 
t  on  the  Rolodexes  of  a  who's  who  of 
.dhunters.  In  nearly  all  cases,  they 

leaders  with  proven  track  records, 
St  often  in  line  rather  than  staff  jobs, 
ne  have  played  crucial  roles  in  re- 
ucturing  their  companies,  turning 
und  troubled  operations,  creating  and 
ituring  new  markets,  articulating  a  vi- 
n  for  employees,  and  negotiating  stra- 
■ic  alliances  with  global  partners, 
ndeed,  many  boast  international  expe- 
nce — an  attribute  that  helped  make 
pez  so  valuable  to  GM  and  Volks- 
gen.  As  headhunter  Paul  R.  Ray  Jr. 
ts  it:  "Almost  every  company  I  speak 
;h,  no  matter  how  big  or  small,  puts  it 
or  near  the  top  of  the  list  today." 
5mall  wonder,  then,  that  Richard 
irkham  was  lifted  from  relative  obscu- 

last  December  to  become  president 
d  heir  apparent  of  pharmaceutical 
werhouse  Merck  &  Co.  Markham,  42, 
st  distinguished  himself  by  running 
iropean  operations,  where  he  got  a 
;te  of  what  the  government-dominated 
irld  of  drugs  would  look  like — an  in- 
•uctive  view  for  the  Rx  world  to  come. 
Neither  is  it  an  accident  that  both  of 

2  contenders  to  succeed  Coca-Cola  Co. 
lairman  Roberto  C.  Goizueta  boast  in- 
rnational  expertise.  M.  Douglas  Ives- 
r,  45,  ran  the  company's  European 


Community  group  for  a  year  before  re- 
turning to  headquarters  in  1990  to  take 
charge  of  Coca-Cola  MSA.  John  Hunter, 
55,  is  a  native  of  Australia  and  cut  his 
business  teeth  working  for  Asian  adver- 
tising agencies.  He  joined  Coke  in  Japan 
in  1967  as  an  advertising  manager  and 
made  stops  in  Indonesia,  Hong  Kong, 
and  Sydney  before  coming 
to  Atlanta"  in  1989  to  head 
the  Pacific  (Jroup. 

For  all  of  the  ])ublicity 
IBM's  executive  search  is 
attracting.  Big  Blue  main- 
tains a  slew  of  in-house  tal- 
ent. Among  the  best  is  Wil- 
liam E,  McCracken,  49, 
general  manager  for  per- 
sonal systems  at  IBM  Eu- 
rope. After  arriving  at  Par- 
is headquarters  in  April, 
1991,  he  was  cut  loose  to 
turn  the  personal-computer 
unit  into  a  stand-alone 
business — the  first  of 
IBM's  operations  to  do  so. 
With  a  massive  reorganiza- 
tion and  product  relaunch 
last  October,  McCracken 
has  made  good  headway  in 
turning  around  the  Euro- 
pean PC  business,  which 
has  now  surpassed  the 
U.  S.  unit's  revenues. 

Results  speak  volumes  for  who's  hot 
and  who's  not.  At  Intel,  Craig  Barrett 
directed  the  company's  massive  invest- 
ments in  manufacturing  operations, 
making  it  one  of  the  world's  top-quality 
chipmakers.  Now,  he's  chief  operating 
officer.  And  at  United  Airlines  Inc.,  John 
C.  Pope's  financial  acumen  has  made 
him  right-hand  man  to  CEO  Stephen  M. 
Wolf.  Pope,  now  president  of  UAL  Corp., 
was  the  first  to  tap  the  Japanese  credit 
markets  for  aircraft  leases,  and  now,  a 
la  Lopez,  he's  clamping  down  on  suppli- 
ers and  demanding  double-digit  cost  cuts 
to  slash  costs  by  $400  million  this  year. 


GM's  loss  of 
Ignacio 
Lopez  put  a 
spotlight  on 
behind-the- 
scenes  execs 


But  like  many  of  these  superb  execu- 
tives, Pope  is  much  more  than  a  cost- 
cutter.  He  balances  a  bottom-line  men- 
tality with  an  appreciation  for  such  soft 
skills  as  teamwork  and  empowerment, 
believing  that  military-like  orders  have 
no  place  in  today's  corporate  environ- 
ment. "You  have  to  have  teamwork,"  he 
says.  "I  can  dictate  from 
above  and  nothing  will 
happen.  You  need  buy-in." 

Hewlett-Packard  Co.'s 
Pilchard  Hackborn  caught 
the  eye  of  headhunters  by 
building  HP's  printer  busi- 
ness into  a  $8  billion  leader 
of  the  industry.  And  Mike 
Maples,  a  former  IBMer 
who  joined  Microsoft  in 
1988,  is  widely  credited 
with  bringing  stability  and 
structure  to  the  often  cha- 
otic and  unpredictable  pro- 
cess of  software  develop- 
ment. He's  now  part  of  a 
four-man  team  that  runs 
Microsoft — and  he  plans  to 
stay  there.  "I'm  pretty 
well  happy — and  over- 
paid," says  Maples. 

One  reason  that  top  tal- 
ent such  as  Maples  and 
Pope  is  scarce  today,  head- 
hunters  say,  is  that  Corpo- 
rate America  no  longer  boasts  the  bench 
strength  it  once  had.  Years  of  cost-cut- 
ting have  thinned  the  ranks  of  manage- 
ment talent  at  many  companies.  Those 
remaining  are  shouldering  far  greater 
responsibilities,  giving  them  less  room  to 
maneuver. 

A  major  exception  is  ct:,  practically  a 
factory  for  future  CEOs.  Consultants  and 
rivals  heap  praise  on  a  cadre  of  John  F. 
Welch  Jr.  clones  that  include  John  Trani, 
who  heads  GE's  highly  successful  Medi- 
cal Systems  division,  and  Gary  L.  Rog- 
ers, who  leads  GE  Plasties.  But  having  so 
many  strong  players  often  results  in  un- 


R.  BARRETT,  53,  Intel's  operations 
ormer  Stanford  professor  beefed  up 
icturing  and  quality 

CORNU,  48,  technical  v-p  for 

's  Alcatel  Alsthom;  sets  the  teleconn 

technical  strategy 

!  A.  ENRICO,  48,  ch  airman  of 

o  Worldwide  Foods;  turned  around 

ly,  slashed  costs,  upped  market  share 

RD  A.  HACKBORN,  55,  a  maverick 
jiit  Hewlett-Packard's  printer  business 
^3  billion  industry  leader 

A.  HALLMAN,  48,  Du  Font's  chief 
•icer,  won  high  marks  for  cutting  costs 
iformation-services  operation 


M.  DOUGLAS  IVESTER,  45,  head  of 
Coca-Cola's  North  American  operation,  is 
in  a  two-way  race  to  be  the  next  CEO 

JUDY  C.  LEWENT,  44,  senior  v-p  at  Merck; 
Wall  Street  savvy  has  helped  make  her 
America's  highest-profile  woman  CFO 

WILLIAM  E.  Mccracken,  50,  innovative 
and  aggressive  marketer  turning  around 
personal  systems  at  IBM  Europe 

W.  JAMES  McNERNEY  JR.,  50,  senior  v  p 
at  General  Electric,  took  charge  of 
fast-growing  South  Asia  operations 

MIKE  J.  MAPLES,  50,  the  ex  ecutive  v-p  at 
Microsoft  has  brought  stability  to  its  crucial 
software-development  operation 


RICHARD  J.  MARKHAM,  42,  president  at 
Merck;  rose  from  relative  obscurity  to 
become  heir  apparent  as  CEO. 

JOHN  C.  POPE,  44,  the  UAL  president  is  a 
financial  whiz  and  skilled  negotiator  who 
has  lined  up  critical  financing  for  the  airline 

ROGER  T.  SERVISON,  48,  an  astute 
marketer  who  heads  Fidelit/  Investments' 
retail  marketing  group 

MICHAEL  H.  SPINDLER,  50,  Apple  s 
president  handles  day-to-day  operations 
while  CEO  John  Sculley  focuses  on  strategy 

JOHN  M.  TRANI,  48,  CEO  of  General 
Elecfric's  Medical  Systems  unit;  led  the 
$5  billion  business  to  record  earnings 
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anticipated  conflicts  when  a  new  chief  is 
chosen.  That's  why  some  search  consul- 
tants are  hoping  to  pry  loose  Judy  C. 
Lewent,  Merck's  financial  dynamo,  now 
that  Markham  a|)pears  to  be  the  heir 
apparent. 

Every  CKo  likes  to  think  his  top  people 
would  never  leave.  "Spindler  wouldn't 
walk  out  on  me.  .Vnd  1  wouldn't  walk 
out  on  Spindler,"  says  Ai.iple  Chairman 
John  Sculley.  But,  like  Lopez,  these  sav- 
vy execs  are  actively  pursued.  Cinda  A. 
Hallman,  4S,  Du  Font's  chief  information 
officer,  gels  at  least  a  call  a  day  from 
headhunlers.  'i  haven't  had  a  week  go 
by  in  the  last  few  months  where  I 
haven't  had  several  calls,"  she  says,  add- 

EXECUTIVE  SUITE  H^HH^HI^^^^^ 


GM  BRACES  FOR 
LIFE  AFTER  LOPEZ 


It's  the  (piestion  of  the  moment  in  the 
world  auto  industry:  Just  wliat  is  it 
about  J.  Ignacio  Lopez  de  Arriortua 
that's  so  special?  After  a  struggle  with 
General  Motors  Corp.,  Germany's  Volks- 
wagen wrested  the  Basque  executive 
away  from  GM  by  making  him  one  of  its 
top  three  leaders,  in  charge  of  purchas- 
ing and  production.  If  Lopez'  salary  is  as 
high  as  the  $20  million  over  five  years 
that  it's  rumored  to  be,  he's  now  one  of 
Europe's  highest-paid  executives. 

Why  all  the  fuss  over  a  purchasing 
chief,  until  recently  one  of  corporate 
America's  drabber  specialties?  In  Lopez' 
case,  it's  because  at  a  company  bogged 
down  by  inertia,  he  delivered.  When  Lo- 
pez arrived  in  Detroit  last  May,  he  had 
already  [ilayed  a  key  role  as  chief  cost- 
cutter  in  the  turnaround  of  (i.vi's  Europe- 
an unit.  Using  similarly  tough  methods 
in  the  U.  S.,  he  cut  more  than  $1  billion 
in  costs  in  his  first  seven  months.  Ana- 
lyst John  Casesa  of  Wertheim  Schroder 
&  Co.  figures  Lopez  had  already  locked 
in  two-thirds  of  his  1998  savings  target 
of  $2.3  Ijillion  with  new  contracts.  In- 
deed, Lopez'  slashing  is  a  key  reason 
why  (.;m  ceo  John  F.  Smith  Jr.  may  keep 
his  promise  that  (J.M's  troubled  North 
American  auto  operation  will  inch  into 
the  black  this  year.  "We  clearly  did  not 
want  to  lose  him,"  Smith  says. 
■PIVOTAL.'  The  question  now:  Will  Lopez' 
departure  unseat  GM's  fragile  recovery? 
J  Wall  Street  doesn't  expect  it  to,  but 
I  keeping  the  momentum  going  will  be  a 
I    difficult  task.  "In  my  view,  Lopez  has 

0  been  absolutely  the  pivotal  person  to  ef- 

1  feet  change  at  GM,"  says  Elliot  B.  Ross, 


ing  that  she  turns  queries  away  because 
she's  happy  where  she  is.  Hallman  over- 
sees a  y.OOO-person  staff  that's  wringing 
major  costs  out  of  Du  Font's  worldwide 
information-services  operations.  "If  I 
didn't  feel  I  was  having  an  impact,  I 
would  probably  be  answering  some  of 
those  calls,"  she  says. 

Translation:  Hotshot  execs  have  plen- 
ty of  chances  to  move  on.  So  gm's  Smith 
isn't  likely  to  remain  alone  for  long  in 
lamenting  the  loss  of  one  of  his  best  and 
brightest  to  a  headhunting  rival. 

Bi/  ./(ill /I  A.  Bi/nic  ni  Xciv  Yurk.  in  11/ 
Joseph  W'clifr  III  I'll  1 1  (idcl  pli  id .  Kdtliji 
Rvbcllo  III  Sail  Fni  iicisco.  mid  h'criii  Kclli/ 

ill  ClllCdf/ll 


joint  venture  with  Toyota;  and  Ro  ■ 
Roberts,  the  manufacturing-savvy  t 
Truck  general  manager.  Says  Dan  ( 
coine,  president  of  Atoma  Internatioi 
a  Newmarket  (Ont.)  automotive  suppl 
"The  issue  now  will  be  whether  the  te 
can  maintain  his  intensity." 
STRONG-ARMING?  None  of  Lopez'  pot 
tial  successors  has  his  wacky  charisi 
Furman  Selz  Inc.  analyst  Maryann  I 
ler  notes  that  Lopez  fostered  a  "cult" 
GM  by  instilling  a  sense  of  purpose  t 
sin-ead  from  the  staffers  he  dubbed 
"warriors"  to  other  (JMers  hungry 
change.  Lopez  also  understood  the  pc 
er  of  symbols.  He  exhorted  managers] 
switch  their  watches  from  left  to  ri|: 
wrists,  to  keep  them  uncomfortable  ut 
North  American  profits  revived.  Ev 
his  odd  eating  habits  became  part  of 
drive  for  a  leaner  (_;m  (box). 

But  the  bigger  worry  is  longer-ter 
Lopez'  detractors  contend  that  1 
strong-arm  approach  will  eventua 
backfire.  Many  GM  suppliers  say  Lo] 
tore  up  contracts  and  demanded  ra] 
double-digit  price  cuts  that  they  ca 
achieve.  Some  even  say  they'll  shift  th 


Morale  could  suffer  following  the  flamboyant  exec  s  defection  to  V W 


co-chairman  of  Inverness  Castings 
Group,  a  Bangor  (Mich.)  supplier.  "Be- 
fore he  showed  up,  there  was  a  lot  of 
talk  and  little  action." 

Smith  must  move  quickly  to  replace 
Lopez  and  avoid  an  exodus  of  his  loyal 
lieutenants.  Among  the  possible  replace- 
ments: Alan  G.  Perriton,  Lopez'  No.  2,  a 
New  Zealander  who  crafted  Saturn's  in- 
novative long-term  ties  with  suppliers: 
Robert  Hendry,  North  American  finance 
chief  who  was  GM's  toj)  manager  at  its 


research  spending  to  more  conciliate 
Chrysler  Corp.  and  Ford  Motor  Co.  1 
pez'  successor  must  ensure  contini; 
savings  while  repairing  GM's  frayed  re 
tions  with  its  contractors. 

Still,  no  one  expects  a  repudiation 
Lopez'  zeal  for  lower  costs.  At  a  dim 
just  after  Lopez  left,  Ferriton  shot  i 
his  arm  to  show  his  watch — still  on 
right  wrist. 

Bif  Kdflilvcii  Kvnriii  in  Detroit,  ir 
Zdclidiji  Si-liilirr  ill  CIcrvldiid 


THE  LOPEZ  DIET 


Among  the  many  idiosyncrasies 
of  J.  Ignacio  Lopez  de  Arrior- 
tua, perhaps  the  quirkiest  is  his 
W'arrior  Diet.  His  pamphlet  on  it,  Feed- 
ing the  Worriof  Spirit,  became  a 
must-read  at  General  Motors  Corp. 

So  how  does  a  warrior  chow  down? 
The  regimen  combines  familiar  stan- 
dards of  healthy  eating — lots  of  fruits 
and  whole  grains,  avoidance  of  fats — 
with  some  odd  rules.  Lopez  claims  mix- 
ing carbohydrates  and  proteins  in  one 
meal  hinders  digestion.  And  in  the 
morning,  when  the  body  cleanses  itself 
of  toxins,  he  advocates  eating  only 
fruit.  He  stops  short  of  teetotalism. 
"Only  drink  good  wine,"  he  advises. 

But  even  Lopez  admitted  that  staff- 
ers sneaked  bad  food.  "When  they  see 
me  coming,  they  throw  napkins  over 
their  cake,"  he  said.  Now  that  he's 
gone,  GMers  can  pig  out  in  peace. 


potatoes,  or  white  flour 

Fruit  must  be  eaten  clone, 
not  with  other  foods 

In  the  morning,  eat  only  fruit, 
but  as  much  as  you  like 

Don't  mix  carbohydrates 
and  protein  at  the  same  meal 

Drink  only  good 

wine  y 
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hNAGEMENTI 


BM  STAYS  MUM, 
UT  NO  ONE  ELSE  DOES 


EC)  wannabes  and  don't-wannabes  feed  a  media  frenzy 


9i 


Illy  a  company  so  h'\g,  so  power- 
ful, and  so  troubled  could  have 
its  search  for  a  chief  executive 
mcd  into  such  a  circus.  Only  IBM  could 
spire  the  public  scrutiny  and  media 
jnzy  that  have  mushroomed  in  the 
rht  weeks  since  it  said  it  would  i-ejjlace 
hn  F.  Akers. 

On  Mar.   15,  it  was  Motorola  CEO 
iorge  M.  C.  Fisher's  turn  to  emphati- 
lly  deny  his  interest  in  IBM's  top  job. 
is  statement  touched  off  new  torrents 
speculation,  since  it  followed  by  days 
Tiilar  proclamations  from  Al- 
dSignal  CEO  Lawrence  A.  Bos- 
iy,  Apple  Computer's  John 
!ulley,  and  former  Hewlett- 
ickard  boss  John  A.  Young-. 
Where  do  all  the  withdrawals 
ave  IBM?  In  a  bit  of  a  conun- 
■um.  "The  fact  that  you  have 
!opie  from  lesser  companies 
.ying  'no  thanks'  is  horrible," 
lys  Richard  K.  Ives  of  head- 
inters  Wilkinson  &  Ives.  "It's 
ce  shopping  for  a  used  car.  Yet 
lis  is  still  the  premier  technology 
impany  in  the  world." 
>UGH  NUT.  IBM's  quest  wasn't 
ip|iosed  to  be  quite  so  chaotic, 
'lien  Akers  announced  on  Jan.  25 
lat  he  would  step  down,  IBM 
aickly  formed  a  search 
)mmittee  of  seven  close- 
louthed  outside  directors, 
■d  by  retired  Johnson  & 
Dhnson  Chairman 
imes  E.  Burke.  But 
ley  faced  a  dilemma: 
'nly  the  very  best  ex- 
;utives  could  han- 
le  the  huge  job  of 
iving  what  many 
till  consider  a  nationa 
'easure.  But  what  accom- 
lished  CEO  would  want  to 
;ave  a  steady  job  to  take 
n  such  a  high-risk  propo- 
ition?   "I  can't  imagine 
lat  anybody   who's  successful 
nough  and  bright  enough  could 
et  paid  enough  to  do  the  job," 
ays  Scott  McNealy,  CEO  of  IBM 
ival  Sun  Microsystems  Inc. 
Enter  the  press.  Almost  daily, 
peculation  has  regularly  lifted  and 
eflated  the  reputed  candidacies  of 
dozen  celebrity  CEOs.  Some  have 
layed  the  game  adroitly,  keeping 
lum  and  letting  speculation  build. 


Paul  G.  Stern,  who,  two  days  after 
Akers  announced  he  was  stepping  down, 
resigned  as  Northern  Telecom's  CEO,  but 
not  as  its  chairman,  is  regularly  sug- 
gested as  a  leading  candidate.  But  who 
knows?  Northern  Telecom's  own  PR  de- 
partment, headed  by  former  White 
House  spokesman  Larry  M.  Speakes, 
says  it  asked  Stern  in  early  March  if  he 
wished  to  publicly  deny  his  interest  to 
avoid  embarrassment  if  he  is  not  select- 
ed. Stern  pointedly  refused. 

For  others,  the  media  glare  proved  all 

A  SKEPTIC'S  GUIDE  TO 
THE  IBM  GUESSING  GAME 

Who's  in  the  running  to  run  IBM?  A  dearth  of 
solid  information  hasn't  stopped  the  speculation. 
Are  these  three  really  the  frontrunners? 


of  Perot's  shadow. 


may  i 


PAUl  G.  STERN,  54 

CHAIRMAN,  NORTHERN  TEIECOM  LTD 

"ord-chorging  turnaround  expert  r.' 
-de  Northern  Telecom  ,ntog,ora  :; 

o-e  before  stepp,ngos,de  OS  CeS 
e  could  shock  B,g  Blue  out  of  ,ts  funk 


corporate  situations  and  f:x  them. 

«..Un  check:  Br,ngs  no  co^^^^^^^^^^ 

Has  huge  co-pen-|-  P^^^  . 
whose  value  depends  largely 


too  distracting.  Sculley  says  he  told  his 
board  early  on  he  was  not  interested  in 
the  IBM  job.  Still,  he  was  ceaselessly  que- 
ried by  rej)()rters,  investors,  and  employ- 
ees about  the  possibility.  "Everywhere  I 
went,  people  kept  coming  up  to  me  and 
saying:  'I  hope  you're  going  to  take  the 
IBM  job.'  It  was  getting  unbearable." 

ScuUey's  self-removal  from  the  race 
only  heightened  speculation  about  the 
rest  of  the  field.  One  person  close  to  the 
search  says  "many"  big  names  have 
been  approached  about  the  job  and  said 
no,  but  the  people  who  know  for  sure 
aren't  talking.  Burke  declines  to  return 
reporters'  calls,  and  the  IBM  spokesman 
handling  such  requests  notes  only  that 
the  board's  self-imposed  90-day  deadline 
will  not  ex|)ire  until  Apr.  80. 
AXMAN  COMETH?  That  isn't  to  say  one 
can't  make  an  informed  guess  about 
who's  on  the  A-list.  Some  IBMers  believe 
Stern  is  one.  He's  well  known  as  a  tough 
and  demanding  manager  who  does  not 
flinch  from  firing  people  or  ordering 
brutal  reorganizations.  "I  think  that  if 
Stern  got  the  job,  it  would  add  15  points 
to  IBM's  stock,"  says  Michel  Guite,  an 
analyst  at  Dillon,  Read  &  Co. 

Then  there's  Mort  Meyer- 
s(jn,  the  iconoclastic  chair- 
man  of   Perot  Systems 
Corp.  He  still  tops  many 
outsiders'  short  lists,  even 
though  he  told  Perot 
managers   in  February 
that  he  intends  to  stay 
with  the  company  "for 
the  foreseeable  fu- 
ture," according  to 
^-'-'■v:        Perot  co-founder  DeSoto 
Jordan. 

Louis  V.  Gerstner  Jr., 
chairman   of  tUR  Nabisco 
Holdings  Corp.  and  another 
media-elected  top  candidate,  has 
remained  intriguingly  silent.  Al- 
though a  turnaround  specialist, 
he's  a  long  shot,  having  no  comput- 
er  industry   experience.   And  he 
holds  options  for  more  than  5  mil- 
lion R.IR  shares,  a  tough  jackpot  to 
walk  away  from. 

So  when  will  the  circus  end?  IBM's 
board  will  gather  on  Mar.  29,  and 
the  annual  meeting  is  set  for  Apr.  26 
in  Tampa.  The  one  sure 
let  is  that  a  decision  will 
come  sometime  before 
then.  Or  so  say  IBM- 
watchers,   who  these 
days    include  just 
about  everyone. 

By  Catherine  Arust 
in  Neir   York,  ivitli 
IVilliani  C.  Si/»tonds 
in  Toronto,  Katliy 
Rebel  la     in  San 
Franeisco,     and  bitreaii 
reports 
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TRADE  I 


SUPPOSE  THEY  GAVE  A  TRADE  WAR 
AND  NOBODY  CAME 


Why  U.vS.  cliipniakers  have  lost  interest  in  Japanese  import  quotas 


For  one  electric  moment, 
it  looked  like  a  U.  S. -Ja- 
pan feud  over  semicon- 
ductors might  enmesh  the 
Clinton  Administration  in  its 
first  serious  trade  imbroglio 
with  Tokyo.  At  issue  is  a  1986 
accord  that  set  a  target  of 
20'a  foreign — read  U.  S. — chip 
purchases  by  Japanese  com- 
panies. With  Japan  virtually 
certain  to  fall  short  of  its 
commitment,  fears  of  a  trade 
conflagration  grew. 

Sounds  like  a  surefire  for- 
mula for  trade  warfare, 
right?  But  in  this  case,  the 
chips  have  fallen  in  an  unfore- 
seen pattern  for  the  tough- 
talking  Clintonites.  Far  from 
warring,  the  Administration 
shows  every  sign  of  coming 
up  with  a  formula  that  will  let 
Japan  off  the  hook. 

As  negotiators  gathered  in 
Hawaii  on  Mar.  17,  prospects  for  a  com- 
promise were  bright.  Why?  Despite  a 
flurry  of  accusations  and  counter-accu- 
sations, the  U.  S.  chip  industry,  increas- 
ingly enmeshed  in  joint  ventures  with 
Japanese  partners,  doesn't  think  a  chip 
war  is  in  its  interest.  Indeed,  just  as 
talks  began,  the  U.  S.  decided  against 
stiff  tariffs  against  Kore- 
an chips  in  another  case. 

When  the  numbers  are 
tallied  up  in  late  March, 
it's  expected  that  imjjorted 
chips  in  the  fourth  quarter 
of  1992  will  have  accounted 
for  slightly  more  than  17'a 
of  Japan's  market,  the  sec- 
ond time  in  two  years  the 
country  has  missed  its  tar- 
get. Citing  the  shortfall, 
the  U.  S.  is  expected  to  de- 
clare Tokyo  "not  in  compli- 
ance." But  Clinton  likely 
won't  press  for  punitive 
tariffs.  "We  have  to  keep 
emotions  out  of  this,"  says 
Pat  Weber,  executive  vice- 
president  of  Texas  Instru- 
ments Inc.,  a  Semicon- 
ductor Industry  Assn.  rep- 
resentative to  the  Hawaii 
talks. 

Why  the  meek  response? 


INTEL  INSIDE 
TOKYO:  U.S. 
COMPANIES 
WANT 

"MUTUAL 
DEPENDENCE 


Six  months  ago,  Japan  was  only  averag- 
ing 167(  in  chip  imports,  so  the  U.  S. 
industry  is  heartened  by  the  upward 
trend.  The  rise  is  remarkable  because  it 
comes  at  the  depths  of  Japan's  economic 
slump.  The  industry  believes  the  best 
way  to  let  Japan  save  face  is  to  hold 
Tokyo  to  an  average  of  20'J  for  all  of 


THE  PERILS  OF  RETALIATING  ON  CHIPS 


LUXURY  CARS 


The  U.S.  chip  industry's  favored  target. 
U.S.  companies  supply  only  7%  of  the  chips  used  in  Japan's 
Lexus  and  Infmiti  models,  vs.  60%  for  the  luxury  auto  market 
worldwide.  But  Motorola,  which  has  been  selling  chips  to  Jap- 
anese auto  makers,  would  be  hurt. 


CONSUMER  ELECTRONICS 


Duties  here  could  backfire 
by  boosting  the  cost  of  camcorders,  VCRs,  and  TVs  in  the 
U.S.  Also,  Intel's  partner  Sharp  would  be  hit  hard. 


LAPTOP  COMPUTERS 


The  U.S.  imposed  tariffs  in  1987. 
But  sanctions  wouldn't  work  today.  Compaq,  Dell,  Apple,  and 
IBM  are  the  market  leaders,  and  Japan's  companies  would 
avoid  duties  because  they  now  have  U.S.  plants. 


TELECOMMUNICATIONS 


A  blow  at  Fujitsu  might  hurt 
Advanced  Micro  Devices,  which  is  counting  on  their  joint  ven- 
ture for  flash  memory  development  and  manufacturing. 

DATA  BUSINESSWEEK 


199:i  That's  fine  by  U.  S.  Trade  Re,-, 
sentative  Mickey  Kantor,  who  saysi 
wants  to  make  the  20a  target  "a  i'ln: 
not  a  ceiling." 

Indeed,  U.S.  chipmakers  have  W 
steadily  penetrating  Japan's  m;n 
since  1986,  when  their  share  was 
8.6'.^.  A  dense  web  of  alliances  bet\- 
American  and  Japanese  companies 
makes  high-tech  trade  retaliation  u; 
sirable  (table).  "What  we're  after  is  , 
tual  dependence,"  says  Weber. 

Major  technology  and  production 
ances  have  been  struck  at  a  dizz 
pace — Tl  with  Hitachi,  IBM  and  Sieni. 
with  Toshiba,  .A.T&T  with  NEC,  Intel  w 
Sharp,  and  AM)  with  Fujitsu.  And  j 
recently,  Digital  Equipment  Corp.  : 
Mitsubishi  Eleci 
Corp.  tied  up  (page  '■ 
At  the  same  time, 
Pentagon  wants  bci 
access  to  Japanese  I  <  ■ 
nology  for  military  s 
tems,  as  well  as  cooperation  from  Ja 
nese  labs  for  research  projects. 

But  Clinton  will  tread  softly.  He 
still  smarting  from  an  attempt  to  : 
Boeing  Co.  in  its  dispute  with  the  Airl 
Industrie  consortium.  Boeing  declai 
that  it  didn't  want  government  help. 
NO  PROMISES.  What  really  interests  1 
Clintonites  in  the  chip  pact  is  the  idea 
numerical  targets.  The  President  is 
trigued  with  a  trade  policy  built  arou 
agreements  that  set  "temporary  quar 
tative  indicators"  to  measure  how  mu 
a  market  has  been  opened.  The  Admir 
tration  sees  the  semiconductor  deal  af 
model  for  future  market-sharing  deal 
But  Clinton's  trade  hawks  may  be  rr 
judging  the  degree  of  Japanese  oppc 
tion  to  U.  S.  market  quotas.  Sozabi 
Okamatsu,  a  director-g( 
eral  at  Tokyo's  Ministry 
International  Trade  & 
dustry,  insists  the  207'  f 
ure  was  only  a  goal.  In  : 
ture  pacts,  he  says,  "■ 
won't  accept  any  such  : 
rangement,  even  if  it's  ji 
an  expectation." 

Clinton  officials  vi( 
such  tough  talk  as  a  nej 
tiating  strategy  and  vow 
press  ahead  with  th( 
dreams  of  future  mark 
sharing  agreements.  B 
as  the  nonwar  over  chi 
proves,  managed  tra 
starts  at  home — and  o 
prerequisite  is  a  domes 
industry  ready  to  ba 
tough  measures. 

B//  Douglas  Harbrecht 
WnNhingfon  and  Neil  Gn 
hi      Tokyo.      trith  Pel 
Biu-roivs  in  Dallas 
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EC'S  CALDWELL:  "DEC  AND  MITSUBISHI  HAVE  THE  CAPACITY  TO  MAKE  ALPHA  SUCCESSFUL" 


»EC:  NEW  CHIP,  NEW  PARTNER. 
MEW  BALL  GAME? 


Vith  Alpha,  DEC  could  stand  out  in  a  sea  of  RISC  microprocessors 


Si 
1 
1 


ince  last  summer,  Digital  Equip- 
ment Corp.  has  scoured  the  globe 
for  a  chipmaker  to  produce  the  ul- 
ra-fast  Alpha  microprocessor  that  is 
■apposed  to  power  its  next  generation  of 
omputers  and  revive  its  sagging  for- 
unes.  DEC  was  late  to  market,  and  the 
liggest  manufacturers 
.Iready  were  working 
vith  its  rivals.  It  des- 
lerately  needed  a  big 
lame  to  prove  the 
hip's  potential.  And  on 
Aar.  16,  DEC  finally 
■nared  the  best  still 
ivailable,  Mitsubishi 
Electric  Corp. 

A  marriage  of  last  re- 
lort,  perhaps,  but  the 
mion  still  is  critical  for 
ong-suffering  DEC.  Al- 
)ha  is  one  of  the  new 
•educed  instruction-set 
computing,  or  RISC, 
;hips,  which  move  fast- 
er because  they  can  ac- 
complish their  tasks 
"nore  efficiently.  To 
Tiake  Alpha  stand  out  in  a  sea  of  RISC 
:hips,  the  $14  billion  minicomputer  mak- 
ir  hopes  to  put  Alpha  inside  everything 
from  consumer  electronics  to  personal 
lomputers.  Crows  R.  Edward  Caldwell, 
DEC  vice-president  for  semiconductor  op- 
srations:  "Digital  and  Mitsubishi  have 
the  capability  to  make  Alpha  successful 
in  high-volume  desktop,  embedded  com- 
puter, and  supercomputer  markets." 


It's  about  time.  With  the  astronomical 
costs  of  introducing  new  chips,  few  com- 
panies can  go  it  alone — witness  a  host  of 
alliances  (table).  For  its  part,  DEC  is 
spending  $425  million  on  a  single  Alpha 
plant. 

A  manufacturing  alliance  is  no  guar- 


FRIENDS  IN  NEED 


The  need  for  faster  product  development  is  driving  every  major  designer  of  fiigh- 
performance  chips,  save  Intel,  to  seek  out  manufacturing  partners. 

Chip 

Designer 

Partners 

ALPHA 

Digital  Equipment 

Mitsubishi  Electric 

MIPS  R  SERIES 

Silicon  Graphics 

NEC,  LSI  Logic,  Siemens,  Toshiba 

POWERPC 

IBM 

Motorola 

PRECISION 
ARCHITECTURE 

Hewlett-Packard 

Hitachi,  Samsung,  Oki,  Winbond 

SPARC 

Sun  Microsystems 

Texas  Instruments,  Cypress,  Fujitsu, 
LSI  Logic 

PENTIUM 

Intel 

None 

DATA:  COMPANY  REPORTS 


antee  of  success.  Simply  put,  "having 
lots  of  customers  call  up  and  say,  'When 
can  I  get  Alpha  systems?'  would  be  the 
more  overwhelming  factor,"  says 
George  White,  president  of  Corollary 
Inc.  That  phenomenon  takes  time.  White 
recently  chose  Intel  Corp.'s  Pentium 
over  Alpha  for  his  company's  next  gen- 
eration of  computers.  What's  more,  sell- 
ing to  computer  designers  will  require 


systems  engineering  expertise — which 
Mitsubishi  doesn't  have,  says  Les  Cru- 
dele,  general  manager  of  Motorola  Inc.'s 
RIS(:  Microprocessor  Div. 

What  Mitsubishi  does  have  going  for 
it  is  sheer  bulk.  Initially,  the  company, 
with  $28  billion  in  annual  sales,  will  dedi- 
cate a  single  line  to  Alpha,  producing  the 
first  chips  in  late  1994.  But  it  may  invest 
in  new  capacity.  What's  more,  as  the 
fifth-largest  memory  chipmaker  in  the 
world,  it  owns  a  sales  network  that  DEC 
couldn't  hope  to  duplicate. 

Moreover,  the  enormous  distribution 
potential  in  Mitsubishi's  industrial 
group,  or  keiretsu,  should  allow  it  to 
introduce  Alpha  to  markets  where  DEC's 
minicomputer  expertise  is  valueless. 
"They  could  help  develop  the  chip  as  an 
engine  for  office  equipment,"  says  Juni- 
chi  Saeki,  a  computer  industry  analyst  at 
Dataquest  Japan.  Adds  Marc  Brien  at 
Japan-watcher  Domicity  Ltd.:  "All 
things  being  equal,  Mitsubishi  compa- 
nies will  buy  from  Mitsubishi  Electric." 

The  deal  also  clears  the  first  hurdle  to 
wooing  PC  companies,  who  see  in  multi- 
ple suppliers  the  promise  of  better  tech- 
nology and  lower  prices.  Industry  sales 
of  RISC  chips  jumped  337'  last  year,  to 
$395  million,  says  researcher  Dataquest. 
But  since  unveiling  Alpha  in  February, 
1992,  Digital  has  signed  few  big  buy- 
ers— none  high-volume  PC  makers. 
HUSTLING  RIVALS.  Minicomputer  buyers, 
meanwhile,  should  like  the  stability  the 
deal  brings  the  still-new  Alpha  AXP  line. 
And  Alpha  computers  should  stay  more 
competitive  with  Mitsubishi  contributing 
new  designs.  "Up  to 
this  point,"  says  Daniel 
W.  Madrid,  associate  di- 
rector of  scientific  com- 
puting at  DEC  custom- 
er Ciba-Geigy  Corp.'s 
Pharmaceuticals  Div., 
"high-cost  components 
have  kept  them  at  a 
disadvantage." 

Even  as  DEC  regains 
lost  ground,  though,  ri- 
vals are  moving  faster. 
A  day  after  DEC's  an- 
nouncement, IBM,  Hew- 
lett-Packard, and  Sun 
Microsystems  roiled  the 
waters  with  their  plan 
to  merge  RISC  operating 
softwares,  which  could 
allow  developers  to 
write  one  program  that  runs  on  ma- 
chines from  all  three.  Meanwhile,  IBM's 
alliance  with  Motorola  convinced  Ford 
Motor  Co.  that  its  PowerPC  chip  would 
be  inexpensive  enough  to  work  as  a 
"controller"  in  future  automobile  en- 
gines. It's  compelling  evidence  that  DEC 
remains  a  step  or  two  behind. 

By  Gary  McWiUiams  in  Boston,  wiHi 
Neil  Gross  in  Tokyo 
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Commentarv/bv  Emilv  T.  Smith 


PUBLiC-LAND  POLICY:  BABBITT  IS  FINDING  THE  BALANCE 


It's  definitely  not 
business  as  usual  on 
the  nation's  public 
lands.  In  a  Mar.  IK  inter- 
view with  Bl'SIKESS 
WEEK,  Interior  Secre- 
tary Bruce  E.  Babbitt 
outlined  his  plan  for 
managing  his  depart- 
ment's land,  a  plan  that 
also  represents  the  Ad- 
ministration's goals  for 
the  500  million  acres  of 
government-owned  prop- 
erty. It  will,  he  says, 
"strike  a  balance  be- 
tween resource  produc- 
tion and  environmentiil 
protection,"  after  years 
of  resource  e.xploitation. 

In  fact,  the  plan  over- 
turns a  legacy  of  what 
critics  contend  is  misguided  manage- 
ment (table).  Babbitt  intends  to  sharply 
cut  subsidies  for  grazing,  logging,  min- 
ing, and  water  use,  while  modestly  lift- 
ing recreation  fees.  Then  he  wants  to 
adopt  ecosystems  management,  which 
aims  to  preserve  habitats  to  prevent 
the  decline  of  species  and  avoid  con- 
flicts between  development  and  conser- 
vation. When  nature  meets  develop- 
ment head-on,  he  says,  protecting 
habitat  and  wildlife  will  win. 
FEE  HIKES.  Yes,  these  proposals  would 
impose  added  costs  to  industry  and, 
short-term,  curtail  some  development. 
But  in  the  long  run,  they  offer  a 
chance  to  improve  the  health  of  public 
lands  and  provide  reliable  harvests  of 
renewable  resources.  They  may  avoid 
disruptive  conflicts  such 
as  the  one  over  the  en- 
dangered Northern 
Spotted  Owl.  And  given 
the  budget  deficit,  why 
should  taxpayers  subsi- 
dize those  who  use  pub- 
lic lands? 

Change  won't  come 
easily.  Since  the  19th 
century,  the  government 
has  undercharged  users 
who  take  commodities 
from  public  lands.  Re- 
cently, recreational  de- 
mands on  public  lands 
have  soared.  Yet  in 
1990.  the  four  major 
land-management  agen- 


cies spent  $4.6  billion  but  brought  in 
only  $1.65  billion,  according  to  the  Wil- 
derness Society,  an  environmental 
group.  As  a  result,  some  national 
parks  suffer  from  overcrowding  and 
pollution.  Others  endure  deteriorating 
infrastructures  and  declining  wildlife. 

Eliminating  what  amounts  to  subsi- 
dies is  essential.  The  Administration 
would  phase  them  out  in  a  plan  it  says 
would  bring  in  $1  billion  over  five 
years,  much  of  it  for  improving  infra- 
structure and  restoring  habitats.  Com- 
mercial users,  however,  bear  the  brunt 
of  the  increases,  while  recreational  us- 
ers, who  pay  next  to  nothing,  escape 
with  tiny  hikes.  That's  a  missed  oppor- 
tunity: Visitor  fees  cover  just  79'r  of 
operating  costs  for  the  national  parks, 


making  them  a  good  tai 
get  for  hikes. 

Although  ecosystem 
management  show 
promise  for  improvinj 
habitats,  initially  offi 
cials  are  likely  to  lowe 
timber  harvests  and  re 
duce  grazing.  The  Foi 
est  Service,  which  adopt 
ed  the  approach  las 
year,  says  it  will  slasi 
clear-cutting  on  its  191 
million  acres  by  107< 
from  1988  levels.  Eco 
systems  management 
which  seeks  to  improv( 
the  condition  of  key  nati 
ural  elements,  speciesj 
and  processes  in  a  habi- 
tat, will  mean  big 
changes  in  logging  oper- 
ations. That  means  more  selective  cut- 
ting, with  loggers  often  taking  smaller 
trees  or  different  mixes  of  timber.  In 
the  long  run,  land  managers  say  it 
should  be  possible  to  boost  the  produc- 
tivity of  grazing  lands  and  extend  log- 
ging to  areas  now  closed  to  it. 
UNTRAMMELED.  Babbitt's  plans  are 
sound  in  theory.  In  practice,  they  face 
economic,  political,  and  scientific  diffi- 
culties. Their  effectiveness  depends  on 
still  unclear  implementation  details. 
Nevertheless,  some  of  the  proposals 
are  likely  to  fly.  Babbitt  predicts  Con- 
gress will  move  to  end  mining  subsi- 
dies this  year.  Even  commercial  users 
who  oppose  fee  hikes  admit  Babbitt's 
philosophy  is  in  line  with  public  wishes. 
Babbitt  will  find  out  just  how  closely 
in  line  on  Apr.  2,  when 
the  Clinton  Administra- 
tion convenes  the  Forest 
Summit  in  Portland, 
Ore.  "We  will  find  a  cor- 
rect balance  between 
timber  harvest  and  the 
integrity  of  the  ecosys- 
tem," he  says.  It's  none 
too  soon.  Public  lands 
are  among  the  last  un- 
trammeled  areas  in  a  na- 
tion that  can't  afford  to 
squander  resources, 
habitat,  or  jobs. 

Science  Editor  Smith 
covers  enrironmental  is- 
sues for  BVSISESS  WEEK. 
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liHE  BENTSENITES  INCLUDE  RUBIN, 
LTMAN,  AND  PANETTA;  ON 
lUARV'S  SIDE  ARE  REICH, 
rSON,  AND  SHALALA 


USHMI-PULLYU 
T  THE  WHITE  HOUSE 


le  upswing  divides  Clinton's  advisers  into  two  opposing  camps 


few  weeks  back,  word  hit  the 
Clinton  Administration  that 
fourth-quarter  gross  domestic 
3duct  had  been  revised  upward,  to  a 
iscular  4.8%,  and  that  February  em- 
jyment  jumped  nearly  400,000,  for  the 
st  monthly  gain  in  five  years.  Good 
ws?  That  depends  on  which  part  of 
B  landscape  you  survey. 
Far  from  sharing  a  uniform  view  of 
9  U.  S.  economy,  the  President's  di- 
rse  band  of  econo-pundits  seems  in- 
aasingly  to  be  living  in  two  separate 
)rlds.  Take  the  rocky  terrain  on  the 
le  of  Reich,  home  to  the  liberal  cadre 
advisers  led  by  Labor  Secretary  Rob- 
t  B.  Reich.  The  group  counts  among 
.  sympathizers  Council  of  Economic 
ivisers  Chairwoman  Laura  D'Andrea 
'son,  Health  &  Human  Services  Secre- 
ry  Donna  E.  Shalala,  and  First  Lady 
illary  Rodham  Clinton.  This  group 
sws  the  economy  as  mired  in  a  slump, 
ith  job-creation  sputtering.  The  an- 
v'er:  plenty  of  government  activism. 
:eing  double.  Reich  has  complained 
iblicly  that  jobs  are  simply  not  "bounc- 
g  back,"  with  the  U.  S.  3  million  short 
'  the  average  post-war  recovery  at  this 
age.  To  the  Reichians,  that  means  the 
dministration  ought  to  resist  congres- 
onal  conservatives'  calls  to  cut  the  size 
the  President's  $30  billion  stimulus 
ickage — and  maybe  more  if  recovery 
;ads  south.  Reich  didn't  alter  his  pessi- 
istic  view  on  Mar.  .5,  when  unemploy- 
ent  dipped  to  1.07<.  "We  are  not  seeing 
lormous  progress,"  said  the  Labor  Sec- 
!tary.  "It  is  not  cause  for  celebration." 
But  listen  closely,  and  you  may  hear 
le  sound  of  optimism  from  the  other 


camp,  over  in  Bentsenville.  Led  by  Trea- 
sury Secretary  Lloyd  M.  Bentsen,  the 
group  includes  Deputy  Treasury  Secre- 
tary Roger  C.  Altman,  Budget  Director 
Leon  E.  Panetta,  and  his  deputy,  Alice 
M.  Rivlin.  Pro-business,  leery  of  an  over- 
ly ambitious  federal  government,  and 
committed  to  vigorous  deficit-cutting, 
the  Bentsenites'  market-oriented  ap- 
proach also  has  the  quiet  backing  of 
Robert  E.  Rubin,  the  influential  White 
House  official  who  heads  Clinton's  Na- 
tional Economic  Council. 

So  how's  the  economy  looking  from 
Bentsenville?  Pretty  well,  thanks.  Al- 
though Reich  tends  to  dismiss  the  big 
February  jump  in  employment,  Bentsen 
recently  said  that  in  the  face  of  "great 
job  growth,  we'd  have  to  take  another 
look  at  the  size  of  any  stimulus  plan." 
Meanwhile  across  town,  Panetta  was 
calling  the  stimulus  package  less  a 
sparkplug  for  growth  than  "an  insur- 
ance policy"  for  the  hastening  recovery. 
Similarly,  Bentsen  was  crowing  about 
the  bond-market  rally  while  asking  the 
House  for  the  second-largest  tax  hike 
ever:  "There  has  already  been  a  payoff 
...  on  debt-service  costs  ...  on  home 
mortgages  and  credit  cards ...  on  fi- 
nancing new  plant  and  equipment." 


Differences  between  the 
groups  could  sharpen  in  May, 
when  the  First  Lady  unveils 
her  health-care-reform  plan 


To  Bentsen  &  Co.,  the  Clinton  econom- 
ic program's  emphasis  on  $345  billion  in 
deficit  reduction — a  figure  that  Tyson, 
Reich,  and  some  Clinton  politicos 
thought  may  have  gone  a  bit  far — has 
turned  out  to  be  the  best  stimulus  pack- 
age ever  devised.  Bentsen  says  that  the 
plan's  positive  reception  by  financial 
markets  has  driven  long-term  interest 
rates  to  historic  lows — the  equivalent  of 
a  $70  billion  jolt  to  the  economy. 
DEBATE  TEAM.  It  would  be  easy  to  over- 
state the  differences  between  the  two 
groups.  Even  the  most  market-oriented 
of  Clinton's  advisers,  such  as  Rubin,  fret 
that  what  looks  like  a  solid  recovery 
could  die.  And,  in  the  Administration's 
collegial,  think-tank  environment,  differ- 
ing opinions  resemble  less  a  family  feud 
than  an  Oxford  Union  debate. 

But  differences  between  the  two 
groups  may  come  into  sharp  focus  in 
May,  when  Hillary  Rodham  Clinton  is 
due  to  unveil  a  sweeping  health-care-re- 
form plan.  The  First  Lady,  HHS  Secre- 
tary Shalala,  and  Reich  insist  the  public 
is  ready  for  radical  reform — and  is  will- 
ing to  pay  higher  taxes  and  accept  fewer 
patient  privileges  to  get  it.  The  package 
will  be  hard  enough  to  sell  to  Congress. 
If  disputes  with  the  Bentsen  camp  break 
out,  it  may  be  well  nigh  impossible. 

In  the  current  environment,  none  of 
the  fiscal  conservatives  is  openly  saying 
that  the  First  Lady's  plans  are  too  ambi- 
tious. Nor  are  they  questioning  whether 
the  health  plan's  expected  reliance  on 
business  taxes  could  retard  the  jobs  and 
investment  the  President  wants  to  cre- 
ate. That  may  change,  though,  if  infla- 
tion jitters,  fed  by  government  spending, 
interfere  in  the  bond-market  rally. 

So  where  is  President  Clinton  in  this 
genteel  debate?  Bouncing  between  the 
two  factions,  cheerfully  picking  a  spend- 
ing cut  here,  hiking  funding  there.  In 
fact,  the  interplay  of  opinion  so  far 
seems  to  suit  Clinton.  The  First  Wonk  is 
never  happier  than  when  moderating  a 
good  economic-policy  discussion. 

By  Paul  Maguusson  in  Washington 
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LEGAL  AFFAIRS  I 


A  LASSO  AROUND 
LIABIIITY 


Damage  awards  get  hog-tied  in 
Texas — aiid  business  whoops 


Texas  has  long  been  a  corporate 
lawyer's  nightmare.  Witness  last 
July's  mammoth  $163  million  fraud 
judgment  against  financier  First  Re- 
serve Corp.  and  another  jury's  $137.4 
million  thrashing  of  Kemper  Securities 
Group  Inc.  In  the  first  seven  months  of 
1992,  more  than  a  third  of  the  nation's 
million-dollar  verdicts  against  businesses 
took  place  in  Lone  Star  State  courts. 

So  it  came  as  a  Texas-size  surprise  on 
Mar.  4  when  Governor  Ann  Richards 
signed  a  product  liability  law  that  in 
most  cases  prohibits  consumers  from  su- 
ing the  makers  of  "inherently  unsafe" 
products,  including  tobacco  and  alcohol. 
Plaintiffs  also  must  prove  that  manufac- 
turers had  safer  alternatives  available  at 
the  time  they  made  a  product,  and  retail- 
ers are  shielded  against  suits  involving 
goods  they  merely  sell. 

The  law  doesn't  cap  punitive  damages. 
Still,  it's  a  victory  for  a  business  commu- 
nity that  united  to  whip  powerful  Texas 


trial  lawyers,  who  have 
long  poured  money  into 
state  judicial  and  legis- 
lative races.  Now,  cor- 
porate lobbyists  hope 
the  strategy  can  be  re- 
peated in  Illinois,  Penn- 
sylvania, and  other  key 
states.  "After  years  of 
frustration,  we  finally 
got  our  act  together," 
says  Martin  F.  Connor, 
president  of  the  Ameri- 
can Tort  Reform  Assn. 
(.\TRAl. 

UNANIMOUS.  The  seeds 
of  the  Texas  victory 
were  sown  in  last  year's 
election,  when  the  Civil 
Justice  League  worked 
to  defeat  a  group  of 
state  senators  who 
were  plaintiffs'  lawyers. 
The  league  succeeded  in 
four  key  races,  the 
most  important  a  Demo- 
cratic primai'y  victory 
by  goat  farmer  Bill 
Sims  over  Temple  Dick- 
son, a  former  committee  chairman  who 
had  blocked  Senate  consideration  of  the 
liability  bill.  Lieutenant  Governor  Bob 
Bullock,  a  reform  proponent,  pressed 
hard  for  action  this  year,  and  the  mea- 
sure passed  the  Senate  unanimously. 


THE  BUSINESS 
BATTLE  PLAN 

TEXAS  After  more  than  a  de- 
cade of  wrangling,  the  state  en- 
acted on  Mar.  5  a  new  product- 
liability  law  that,  among  other 
things,  prohibits  suits  against 
makers  of  tobacco,  alcohol,  and 
other  products  widely  known  to 
be  unsafe 


PENNSYLVANIA  Prospects  for  a 
product-liability  bill  improved  af- 
ter fall  elections  tilted  the  state 
Senate  toward  business  interests 

ILLINOIS  Business  has  set  up  the 

Illinois  Civil  Justice  League,  a  co- 
alition of  tort-reform  advocates 

CALIFORNIA  With  little  hope  of 
persuading  legislators  to  pass  re- 
form measures,  lobbyists  are  re 
sorting  to  grass-roots  initiatives 
and  challenging  court  decisions 

DATA:  BUSINESS  WEEK 


Pro-business  Sei,' 
challengers  got  i' 
from  a  grass-roots  r: 
paign    from  docti- 
who  charged  that  at) 
neys  were  scaring  l 
business  away, 
played  well,  especi 
when  the  challengi 
were  business  own 
"We  pounded  on 
fact  that  this  was  a  < 
and-night  race,  a  li 
nessperson  agains 
trial  lawyer,"  says 
publican  State  Sen; 
Jane  Nelson,  part-o 
er  of  a  small  sul" 
tractor    for  airci' 
parts. 

The  victory  in  Aii: 
has  ironic  echoes; 
Washington,  where  1 
yer-bashing  has  yiel 
to  a  Clinton  Cabi 
packed  with  lawyt 
Perhaps  now,  tl 
doesn't  matter  so  mu 
"For  the  past  12  ye£ 
the  business  community  was  so  fixaj 
on  Washington  that  we  ignored 
states,"  says  atra's  Connor.  "What 
should  have  realized  is  that  the  states 
where  we  would  get  reform." 

By  Catherine  Yang  in  Washing 


Commentary/by  Larry  Light 

BONDHOLDER  BEWARE:  VALUE  SUBJECT 
TO  CHANGE  WITHOUT  NOTICE 


No  more  Marriotts.  That's  the 
l)attle  cry  of  disgruntled  bond- 
holders after  the  lodging  com- 
pany skewered  them  last  fall  with  a 
proposal  to  split  itself  into  a  highly 
profitable  hotel  operator  and  a  so-so 
hotel-property  owner.  Bondholders 
flew  into  a  rage  over  the  plan  to  saddle 
the  property  owner  with  most  of  par- 
ent Marriott  Corp.'s  $2.9  billion  debt, 
leaving  creditors  with  a  flimsy  asset 
base  to  support  their  bonds.  Since  then, 
Marriott's  stock  price  has  surged  357', 
while  its  bonds  have  dropped  307'. 

Although  a  proposed  settlement,  an- 
nounced Mar.  11,  might  defuse  the  sit- 
uation by  shifting  some  debt  back  to 
the  operating  outfit,  debtholders  rang- 
ing from  Dreyfus  Corp.  to  the  Califor- 
nia Public  Employees'  Retirement  Sys- 
tem are  calling  for  tighter  covenants  in 
bond  contracts  to  thwart  recurrences. 
Says  F.  John  Stark  III,  counsel  to  PPM 


America  Inc.,  an  investment  adviser  to 
dissident  creditors:  "There  will  be  a  big 
move  for  greater  protection." 

Not  likely.  Bondholders  can — and 
will — fuss  all  they  like.  But  the  reality 
is,  their  options  are  limited:  Higher  re- 
turns or  better  protection.  Most  inves- 
tors will  continue  to  go  for  the  gold. 
WIPEOUT.  You  can  look  it  up.  Four 
years  ago,  in  the  wake  of  the  R.JR  Na- 
bisco Inc.  takeover,  bondholders  were 
shocked  when  the  company's  vast  new 
debt  drove  its  bonds  into  junk  status, 
wiping  out  millions  of  dollars'  worth  of 
value.  The  bond  buyers'  response  in 
1989  was  to  insist  on  "event-risk"  lan- 
guage for  investment-grade  debt  is- 
sues: Covenants  requiring  companies 
to  redeem  bonds  at  face  value  if  they 
get  hit  with  a  lower  credit  rating. 

These  hard-line  covenants,  also 
known  as  "poison  puts,"  faded  fast, 
though:  The  number  of  issues  so  pro- 


tected, 40  in  1989,  dropped  to  6  la 
year.  Becton  Dickinson  &  Co.,  for  i 
stance,  issued  $100  million  in  bone 
with  poison  puts  in  early  1989,  but  tw 
years  later,  it  floated  the  same  amoui 
of  debt  with  no  such  protection — ai 
had  no  trouble  selling  it. 

What  has  changed?  The  takeover  ei 
is  over,  and  few  corporations  are  leve 
aging  themselves  into  junk  the  w£ 
RJR  Nabisco  did.  Equally  important,  t 
day's  falling  interest  rates  make  loos 
covenant  bonds  more  attractive.  The 
greater  risk  means  they  pay  highc 
yields — up  to  0.6  points  more  th£ 
downgrade-protected  debt  instrument 

Will  there  be  future  Marriotts?  Sur 
It's  likely  that  the  hotelier  will  g( 
away  with  its  lopsided  split,  embolde: 
ing  copycats.  The  sequels  just  won't  I: 
as  brazen.  But  even  though  dissiden; 
such  as  PPM  are  vowing  to  ignore  Ma 
riott's  compromise  and  press  on  with 
lawsuit,  courts  tend  to  favor  sharehob 
ers — who  are  delighted  by  the  deal- 
over  creditors.  And  bond  investor 
compensated  with  richer  yields,  wi 
have  short  memories.  Caveat  emptor 


Larry  Light  is  Corporate  Finance  Ea 
tor  of  BUSINESS  WEEK. 


I 
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Finally,  there's  a  plain  paper  fax 
that's  within  your  reach. 


Introducing  the  affordable  Canon  FAXPHONE'"'  B70 
1  Bubble  Jet'"  facsimile. 

Everything  you Ve  ever  wanted  in  a  high  quality 
cut  sheet  plain  paper  fax  is  here.  Only  now,  it's 
affordable. 

The  new  personal  FAXPHONE  B70  offers 
Canon's  patented  Bubble  Jet  technology  with 
360  X  360  dpi  to  give  you  laser  quality  output. 

What's  more,  Canon's  exclusive  UHQ'"  imaging 


technology  lets  you  send  text  and  multi-toned  graphics 
that  are  virtually  indistinguishable  from  the  original. 

And  with  its  unique,  upright  design,  it  takes  up 
very  little  space. 

So  whether  you  do  business  from  your  home  or 
office,  you  can  count  on  the  dependability  of  Canon, 
the  number  one  choice  in  plain  paper  fax. 

For  more  information  on  the  FAXPHONE  B70, 
simply  reach  for  your  phone  and  call  1-800-4321 -HOP. 


©  199!  (  aniin  USA.  Inc  H(.mt  (Jlln,-  I'rddui 
One  Cjiiun  rUu.  I  At  Suutss,  NY  1 1 1142 
Canor  ,ind  FAXI'HONh  .irt  regiurrd  trjdcm 
BuhMc  |er  and  Uh(l  .ire  irjdemjrks  ul  (  jn.,n 


FAXPHONE"  B70 

BUBBLE  JET  FACSIMILE 


Canon 


BARBARIANS 
HAVE  FEELINGS,  TOO 


The  RJR  dealmakers  aren't  exactly  gaga  over  the  upcoming  HBO  film 


Any  movie  producer  will  tell  you 
word  of  mouth  is  the  best  adver- 
tisin}^  you  can  get.  So  what's  the 
word  on  HBo's  TV-movie  version  of  Bar- 
barians at  the  Gate']  Most  of  those  who 
saw  previews  think  it's  hilarious.  But 
not  those  actually  portrayed  in  the  film 
about  the  PvJR  Nabisco  Inc.  buyout.  From 
Henry  R.  Kravis  to  James  D.  Robinson 
III,  they  either  plead  lack  of  interest  or 
are  said  by  friends  to  be  upset. 

One  big  clue  came  when  none 
of  them  showed  up  at  the  celebri- 
ty-studded party  that  HBO  threw 
at  New  York's  "21"  on  Mar.  Ki. 
Attendees  included  the  star, 
James  Garner,  who  plays  F.  Ross 
Johnson,  Warren  E.  Buffett, 
Lauren  Bacall,  Robert  A.  and 
Georgette  Mosbacher,  and  Carl 
C.  Icahn.  Appetites  whetted  by 
Oreo  cookies  and  caviar,  they 
dined  on  filet  mignon  and  salmon. 
But  none  of  the  principals  wanted 
anything  to  do  with  helping  HKo's 
$1  million  marketing  campaign 
for  the  fast-paced  farce,  written 
bv  .1/  .4  .s'  H  scriptwriter  Larry 
Gell)art. 

NICE  DOGGIE.  The  HBO  movie, 
which  is  scheduled  to  premiere  on 
Mar.  20,  portrays  the  principals 
as  greedy  and  egotistical — it's  a 
pointed,  fictionalized  version  of 
the  raw  capitalism  portrayed  in 
the  best-selling  book  by  Bryan 
Burrough  and  John  Helyar.  "It 
strays  from  the  truth  on  a  num- 
ber of  occasions,"  contends  one 
participant  in  the  deal.  Burrough, 
however,  says  the  movie  is  a  fair 
reflection  of  his  book,  although 
he  feels  most  of  the  characters 
come  off  softer  in  the  movie. 
"The  debate  I've  heard  is  about 
the  casting,"  he  s.nys. 

The  principals  say  just  about  the  only 
character  played  to  a  tee  is  Rocco,  Ross 
Johnson's  German  shephertl.  The  dog  is 
seen  being  chauffeured  around  in  John- 
son's private  jet,  complete  with  an  air- 
traffic  controller  who  0.  K.'s  the  takeoff 
of  "Mr.  G.  Shepherd's"  flight.  "Rocco 
was  terrifically  cast,"  says  Nabisco  CEO 
H.  John  Greeniaus,  who  is  older  and 
sterner  in  the  movie  than  he  is  in  real 
life.  Still,  Greeniaus  comes  off  as  one  of 
the  few  sane  people  in  the  movie  be- 


cause he  disapproved  of  Johnson's  lavish 
spending. 

Johnson  should  be  delighted  with  his 
portrayal.  While  the  book  depicts  John- 
son as  selfish  and  uncaring.  Garner 
makes  him  a  lovable,  wisecracking,  good 
old  boy  who  just  wants  to  get  his  compa- 
ny's stock  price  up.  Garner  even  makes 
an  impassioned  speech — pure  Holly- 
wood— about  protecting  employees'  jobs. 
Johnson  savs  he  hasn't  seen  the  movie. 


As  Ross  Johnson,  Gamer  makes  an 
ardent  speech  about  protecting  jobs, 
Johnson  hasn't  seen  the  movie 


Henry  Kravis  gets  a  makeover  as 
well.  Instead  of  being  short  with  an 
Oklahoma  drawl  and  an  ace  salesman's 
charm,  he  is  jjlayed  by  the  tall  English 
actor  Jonathan  Pi-yce  with  icy  reserve 
and  ruthlessness.  One  participant  notes 
that  the  roles  of  Kravis,  of  Kohlberg 
Kravis  Roberts  &  Co.,  and  his  former 
partner  George  R.  Roberts  are  reversed. 
In  the  movie,  Kravis  comes  across  as  the 
tougii  guy,  while  Roberts  plays  a  concil- 
iatory role.  "In  the  real  world,  George  is 


the  bad  cop  and  Henry  is  the  good 
George  is  the  heavy,"  says  one  per) 
who  knows  them  both.  With  Pryce,  " ) 
get  the  sense  of  what  Henry  Kr;  i 
ought  to  be,"  says  Burrough. 

Kravis  isn't  commenting,  but  he  i 
seen  the  movie.  Instead  of  attendingi 
HBO  preview,  he  got  the  review  copy  \\ 
en  to  Neie  York  magazine,  which  Krn 
conveniently  owns. 
'OLD  POTATOES.'  Peter  A.  Cohen, 
former  head  of  Shearson  Lehman  \. 
ton  Inc.  who  assembled  Johnson's  los 
bid  for  RJR,  won't  be  seeing  the  nm 
"He  thought  the  book  was  not  accur; 
so  he  doesn't  believe  the  movie  will 
either,"  says  the  executive's  spokesm 
who  denies  that  Cohen  curses  a  lot, 
spite  his  character's  nonstop  profanil  \ 
the  movie.  Cohen's  friends  agree  that 
is  mischaracterized. 

Next  to  Cohen  on  the  movi 
skewer  is  public-relations  max 
Liiida  Robinson,  whom  John^ 
hired  to  do  the  impossible:  pu 
positive  spin  on  the  RJR  Nabi^ 
deal  with  the  press.  Actress  Jo: 
na  Cassidy  plays  her  as  a  N^ 
York  social  climber  who  is  trick 
by  Kravis  into  thinking  that 
might  drop  out  of  the  bidding, 
contrast,  the  m.ovie  goes  easy 
Linda's  husband,  James,  the  f 
mer  chief  executive  of  Americ 
Express  Co.  But  even  Robinson 
miscast.  Although  he  looks  likt 
trim  CEO  from  central  casting 
real  life,  he's  played  by  baldii 
paunchy  Fred  Dalton  Thompsi 
The  Robinsons  say  they  have 
seen  the  movie. 

Theodore  Forstmann  is  a 
studiously  ignoring  Barbaria. 
the  movie.  His  buyout  fir 
Forstmann  Little  &  Co.,  cons 
ered  mounting  a  bid  for  R.JR  > 
bisco  but  decided  the  price  v, 
too  high.  He  is  depicted  as  a  1 
morless  madman  whose  diatril: 
against  junk  bonds,  along  w 
his  juvenile  rivalry  with  Kra\ 
provide  comic  relief.  Forstma 
hasn't  seen  the  movie.  His  oi 
comment,  through  a  spokesm; 
"It's  old  mashed  potatoes."  For 
mann  is  more  interested  in  ! 


effort  to  help  refugees  in  Bosnia  than 
is  in  the  movie,  the  spokesman  says. 

The  grousing  among  the  real-life  ch 
acters  hasn't  derailed  the  publicity  dri 
for  HBO's  $7  million  account  of  the  r 
ord-breaking  $25  billion  deal.  And  i 
unlikely  to.  Barbarians  at  the  Ga 
whatever  its  relation  to  reality,  provic 
a  ribald  reminder  of  how  crazy  the 
times  were. 

By  Leah  Nathans  Sjiiro  and  .Judith 
Dobrzj/nski  in  Neir  York 
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raiS  IS  THE  LATEST  THING  IN  MICROPROCESSORS. 
IN  12  MONTHS  IT  WILL  BE  OBSOLETE. 


THIS  IS  A  BRICK.  IN  12  MONTHS  IT  WILL  STILL  BE 
THE  LATEST  THING  IN  BRICKS. 


At  Hanson,  we  prefer  to  own  things  a  little  more  solid 
than  the  latest  trend  in  solid  state.  Like  a  brick  coinpiuiy,  for 
example.  Starting  with  our  hrst  brick  company  o\er  20  years 
ago,  we  have  become  the  laigest  producer  oi  bricks  m  the 
United  Kingdom. 

Today,  we're  also  the  ku-gest  integrated  suj)plier  of  build- 
ing materials  and  construction  services  in  tlie  United  States. 
Which  attests  to  our  belief  in  basic  industries  like  timber, 
coal,  sand  and  gravel. 

But  we  also  own  an  impressive  array  of  businesses  with 
recognized  household  names  like  Jacuzzi,  I  onuny  Armour 
golf  ecjtaipment,  and  Fiirberware. 

Of  course  we  prefer  to  impress  our  shareholders  with 
something  far  more  significant  than  household  names  -our 


track  record.  W  hich  is  considered  one  of  the  most  ein  lable  in 
modern  financial  history. 

For  example,  over  the  last  29  years  our  earnings  per 
share  have  grown  at  an  iuinuahzed  rate  of  19"  o.  W  hile  our 
gross  di\  idend  yield  at  yeiU'-end  1992  was  6.5%. 

And  since  being  listed  on  the  New  York  Stock  F^xchange 
in  i9(S6,  sales  have  soared  to  .$11  billion,  iuid  net  income  has 
nearly  tripled. 

There  is,  of  course,  a  reason  for  our  success:  a  management 
philosophy  steeped  m  common  sense.  W^iich  is  why  so  numy  of 
our  businesses  provide  basic  goods  and  essential  services. 

The  kinds  of  businesses  that  not  only  build  homes  aiul 
highways,  but  our  shareholders'  future  as  well. 

I<'or  a  copy  of  Hanson's  ;\nnual  Re]X)rt,  call  I  -800-8- HANSON. 


HANSON 


ag(;rk(,ati:s    ciii.mk  vi.s    coai.    cons  i  lu c  i  ion  &  iii  iijii\(,  i'kodi  c;  rs    toR i-:s  i'  ckouucts  tobai.co 


THIS  YEAR 
WE'LL  SPEND  MORE 
ON  R&D  THAN  MOST  OF 
THE  FORTUNE SOOmUL 
MAKE  IN  SALES. 


PCX  IS  a  trademark  of  Fu|itsu  Network  Transmssion  of  America.  Inc 
FORTUNE  SOO  is  a  registered  trademark  of  Tfie  Time  Ire  Magazine  Company 


billion  annually  on  R&D 
(over    10%   of   sales)   to   bring  the  most 
profound  technologies  down  to  human  terms.  And 
put  some   of  them  in   human  hands.  cP   The  ultra- 
light cellular  phone,  a  direct  result  of  our  microelectronics 
research,   is  an  example.   It  was  Fujitsu  gallium  arsenide 
ircuitry    that    made    smaller    and    lighter    cellular  phones 
possible — like  our  new  PCX^^  flip  phone  that  weighs 
%^      only   6.6  ounces   and   fits  comfortably   into  a  shirt 
pocket.   qJ    Another   Fujitsu  first — the   High  Electron 
High  Electron  Mobility     Mobility  Transistor — is   making   improved  broadcast 

sistoi,  a  Fujitsu  invention 

made  improved  broadcast  ■.,  ^ii—  -j^ 

iiiite  TV  possible         Satellite  TV   systems   possible.    And    Fujitsu   is  a 
3ader  in   re-writable   magneto-optical   disk   drives  —  an  innovation 
that  offers  nearly  unlimited   storage  capacity.  <>)    In  over 
100  countries,  we're  translating  the  complexities  of  tech- 
nology  into  new  ways  to  make  life  less  complex. 
It's     helped     make     us     the     $25  billion 
company  we  are  today.   Now  it's  helping 
us     make     our     name  in 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


EDITED  BY  KEITH  H.  HAMMONDS 


THE  DISABLED  HAVE 
THEIR  SAY 

The  government  has  re- 
ceived a  flood  of  complaints 
under  o  recently  enacted 
portion  of  the  Americans 
with  Disabilities  Act,  which 
requires  employers  to  ac- 
commodate people  with 
disabilities.  With  over  5,500 
complaints  through  Febuary, 
the  agency  likely  will  top  the 
20,000  it  originally  expect- 
ed this  year.  Below,  the  most 
common  charges: 

PERCENT  Of  TOTAL  COMPLAINTS 


Wrongful  discharge 

46.4° 

failure  to  provide 

accommodations 

20.8 

Dealt  unfairly 

...with  bock  problems 

17.5 

...with  mental  illness 

8.8 

...with  heart  conditions 

4.1 

...with  diabetes 

3.8 

...with  hearing  problems 

3.7 

...with  vision  problems 

3.5 

(Some  filings  ciled  several  complaints) 
DATA  U  S  fOUAl  EMPLOYMENT  OPPORTUNITY  COMMISSION 


IHSURERS  WON'T 
BE  SNOWED  IN 


►  After  paying'  out  more  than 
$1X  l)illion  in  claini.s  in  li)!)2, 
the  insurance  industry  looks 
like  it  can  weather  the  "bliz- 
zard ol'  the  century."  Insur- 
ance ratinj.;'  agency  A.  M. 
Best  estimates  the  storm, 
which  caused  rlama}j;e  from 
Fl(Ji'i(la  to  Maine,  will  result 
in  just  an  $X0()  million  hit  on 
the  industiT. 

Meanwhile,  tlie  stoi'm 
brou^'ht  air  ti'avel  alony*  the 
East  Coast  to  a  standstill. 
Air])f)rts  shut  down  for  Iwd 
days  or  moiv,  forcing'  cancel- 
lation (jf  1  (),;:!(«  fliu'hts  he- 
twet'ii  Mar.  18  and  15.  Per- 
haps the  airline  hardest  hit 
was  rs.\ir,  whose  routes  are 
heavily  concentrated  in  the 
East.  It  canceled  XV'  of  its 
flights  over  two  days. 


COMPUADD  WILL 
SUBTRACT  ITS  STORES 


►  In  an  abrupt  reversal  of 
strategy,  CompuAdd  plans  to 
close  its  110  retail  stores  by 
yearend  and  slash  (iOO  jobs, 
about  half  its  work  force. 
Earlier  this  year,  Austin- 
based  CompuAdd  still 
planned  to  fix  its  retail  prob- 
lems by  converting  some 
units  to  superstores  and  al- 
lowing others  to  sell  other 
computer  bi'ands  in  addition 
to  its  in-house  line.  Privately 
hekl  CompuAdd  and  two  af- 
filiates now  will  focus  on  di- 
rect marketing. 


MORE  TROUBLE  BREWS 
AT  GLAXO 


►  The  boardroom  coup  at 
Glaxo  Holdings,  which  result- 
ed in  the  ouster  of  CEO  Er- 
nest Mario  on  Mar.  11,  isn't 
likely  to  be  the  last  shake-up. 
Chairman  Paul  Girolami 
chose  i;>.vli  Director  Richard 
Sykes  as  the  new  CEO.  But 
industry  sources  say  Giro- 
lami divvied  up  Mario's  old 
duties  because  he  isn't  con- 
vinced Sykes  should  succeed 
him.  While  Sykes  takes  on 
I'.  S.  operations,  rising  star 
F'ranz  Hunier  will  head  Eu- 
rope. Also  in  the  running:  Ar- 
thur Pappas,  assigned  to 


BRONX  BOMBAST 


I 


GtORGE^ 

STEIN8REKN! 

THE  VAMK-EEj 


Whoever  observed  that  fans 
turn  out  to  watch  the  team,  not 
the  owner,  didn't  reckon  on  the 
1993  New  York  Yankees.  The 
big  news  coming  out  of  the 
Bronx  Bombers'  spring  training 
camp  isn't  about  newly  accjuired 
third  baseman  Wade  Boggs  or 
pitching  sensation  Jim  Abbott. 
Nope,  the  real  attraction  is  prin- 
cipal owner  George  Steinbren- 
ner,  returning  in  triumph  from 
what  two  years  ago  was  announced  as  a  lifetime  suspensi( 
According  to  George,  his  comeback  has  all  Gotham  ii 
tizzy:  The  Boss  claims  advance  sales  are  running  $2.1  mill 
ahead  of  1992's  pace.  No  one  else  in  the  Yankee  organizat 
will  confirm  that,  but  nobody's  foolish  enough  to  contradii  ' 
eithei-.  He  was  banned  from  the  Bronx  for  two  years,  but 
hands  there  remember  him  well.  "I've  known  him  for  20  yea 
and  I  love  him,"  says  Senior  Vice-President  Arthur  Richm; 
"Init  wdien  you  go  to  work  for  him — watch  out." 


steer  Glaxo  into  the  over-the- 
counter  drug  business,  and 
Sean  Lance,  who  runs  the 
British  subsidiary. 


UNIX  GAINS  A  LAP 
ON  MICROSOFT 


►  I  NIX,  the  computer  operat- 
ing software  of  choice  for  en- 
gineers and  scientists,  may 
soon  be  ready  for  prime  time. 
After  years  of  bitter  infight- 
ing, six  major  I'NIX  sellers  fi- 
nally agreed  Mar.  17  on  c(.)m- 
mon  standards  that  will 
make  their  versions  lof)k 


Q.  But  IS  Clinton  a  gooi  er\ougK  polibcian 
ic      any  cuts  thtx)ugK  Concfess  ? 

TL.,  Buffalo 


alike  and  run  applicatio 
programs  the  same  way.  T 
move  by  IBM,  Hewlett-Pm 
ard.  Sun  Microsystems,  a 
others  could  make  UNIX  mq 
attractive  to  companies  th 
want  to  run  their  whole  bu 
nesses  on  one  operating  s^ 
tem.  That  could  blunt  Mici 
soft's  drive  to  make  its  : 
software  dominate  corpora 
computing. 


BUFFET  TO  THE  SEC: 
'SHAME' 


►  Warren  Buffett  is  out 
step  again.  Most  chief  exec 
fives  oppose  current  f 
tempts  to  make  compani 
reflect  the  cost  of  stock-c 
tion  grants  in  their  earnin 
i'e|)or'ts.  Not  Berkshire  Hai 
away's  chairman.  In  the  co 
pany's  1993  proxy  statemei 
Buffett  calls  the  issue  "t 
most  egregious  case  of  let 
not-face-up-to-reality  behs 
ior  by  executives  and  accou 
tants."  Arguing  that  shai 
holders  should  understai 
the  implication  of  opti( 
grants,  he  writes:  "'The  £ 
counting  pr-ofession  and  t 
SEC  should  be  shamed  by  t 
fact  that  they  have  long  1 
themselves  be  muscled  I 
business  executives."  Buffe 
himself  doesn't  employ  sto 
options  at  Berkshire. 
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destinations.  R'aiikfuit,  Madrid  and  Munich. 

.\jid  if  \  oil  are  ern'olled  iii  the  Membership  Miles  program 
from  American  Express,  you'll  earn  a  mile  for  ei'ery  dollar 
you  charge  with  the  Card.  You  can  then  transfer  these  miles 
into  Contiiieniiil's  Oaehiss  Piugram  and  earn  OnePass  awards 
tiiat  much  faster. 

So  next  time  you  tl\'  to  Europe,  fl\'  Continental's 
BusinessFii'st  and  "Put  it  on  the  Gird."  You'll  be  amazed  at 
how  (juickly  the  miles-and  the  rewards-add  up. 

Just  call  your  tra\'el  professional  or  Continental  today  at 
1-800-231-0856  for  more  details. 

Continental  and  American  Express.  With  a  rewarding 
combination  like  tliis,  who  could  ask  for  more?  J 

i  ...   "  J  Continental  ^ 

Don't  leave  home  without  it."         One  Ajxline  Can  Make  A  Difference;"    wBmim  '& 
Bii:;inessFirsl  is  available  to  Frankfurt,  London.  Madrid,  Munich  and  Paris;  and  by  mid  19')3  to  Tokyo  and  the  South  Pacific.  © 


BUSINESS/IRST 


(jontinental's 
BusinessFirst.  Knjo) 
First  Class  comfort  for  a  Business  Class  tare.  Electronic  sleeper 
seats  with  up  to  38%  more  legroom  than  other  major  airlines' 
Business  Class.  In-seat  personal  entertainment  s\  stems.  Fine 
dining  and  the  option  to  eat  when  \'ou  want.  All  this  while  you're 
earning  ft'ee  trawl  taster  w  ith  OnePass'''^  and  die  American 
Express  Membership  Miles  \m\i,\\[m.  \o{\  can  t  ask  for  more. 

.\s  a  Continental  OnePass  member,  you'll  always  i'ecei\e 
a  2S%  Business  ("lass  bonus,  in  addition  to  your  regular 
miles,  for  Hying  BusinessFirst.  And  until  Ma\  31.  }ou'll 
recei\e  awn  more  mileage.  An  extra  (xOOO  miles  on  round- 
trip  tlights  to  three  of  our  newest  BusinessFirst 


"SOME  BUSINESS 
TRAVELERS 
TAKE  THE  TROUBLE 
TO  CALL  US  IN 
ADVANCE.  THAT'S 
WORTH  SOMETHING 
IN  MY  BOOK." 


Save  up  to  30%  off  our  regular  corporate  rate  by  purchasing  your  room 
7,  14  or  21  days  in  advance.  CaU  your  travel  agent  or  1-800-228-9290. 

Harriott 


HOTEI  S   RESORTS  SUITES 


WE  MAKE  rr  HAPPEN  FOR  YOU." 


\,m  r.  lriM.hil,!,-,  r.dil  ,  .u.l  p.ir.  Iium'  1...  llir  .-nhr,-  i-  i,  ,|,ni.  .1    N..  .  I.iui^.-  ..r.          ,  ll,,lr,,ii-        |„m,iiI1.  ,1  ,„i  I  I  ..i  21  .l.ix  r;,l.-.  (7         nit.-     .VK,  irli.nclaMr 

il  caili  illiil  I  Sc. nil-  l.lack  c.iil  iljlc  V  uilil  irii|Mir  l.iiil  i  r^l  r  jrl  i.>ii^  \  \  .jiLililr  in  liniilcil  i|iijMl]|ii--  .il  piii  In  i|.allli;;  |pl  M|"rlp-v.         .i\  ailalilr  willl  otlirr  iiUcin  and 

.iiM-.Mirit-..r  l.,;;r..n|.~  ..I  1(1  r...„n-..r  nicr   Kal.-  ,ir.-  in, I  a^ail.il.lr  al  (  .nil  H  ai  ,1  \,\  Malin.ll.  H.vnlnn  .■  Inn  l,%  Malin.ll  nr  KalllnM  Inn.  C  Maiiinll 
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THE  PRESSURE  ON  CLINTON 
rO  HURRY  UP  AND  SPEND 


'■^^  resident  Clinton  lias  a  vision  of  the  i)ost-col(l-war  de- 
I'ense  industry.  With  the  help  of  $20  l)illion  in  feder-al  aid 
I  over  the  next  five  years,  contractors,  demobilized 
roops,  and  defense  workers  and  their  communities  will  heat 
words  into  computer  chijis,  usim^  their  ex])ertise  to  build  a 
ligh-tech  future. 

Attempts  to  convert  military  knowhcjw  to  civilian  success 
lave  a  checkered  history  at  best.  But  politicians  see  a  more 
mmediate  problem:  Most  of  the  money  proposed  for  commu- 
lity  assistance  and  worker  retraining  won't  l)e  sj^ent  until  199(> 
md  1997.  And  the  payoff  from  promoting  "dual-use"  technolo- 
^es  isn't  e.xpected  until  the  turn  of  the  century.  Meantime,  the 
iislocations  are  enonnous.  The  Congi'essional  Budget  Office  es- 
imates  that  Clinton's  budget  cuts  and  the  base  closings  pro- 
)Osed  on  Mar.  12  will  eliminate  800,000  defense-related  jobs  by 
1998.  That's  on  top  of  the  870,000  jobs  done  in  by  reductions 
)roposed  earlier  by  George  Bush.  In  addition,  armed  forces 
)ersonnel  have  been  cut  fi'om  2.1  million  to  1.7  million  and  are 
scheduled  to  decline  by  an  additional  ;300,()0(). 
SENSE  OF  URGENCY.  Lawmakers,  especially  those  from  such 
lard-hit  states  as  Califoi-nia  and  South  Carolina,  are  drawing 
ip  a  plan  to  front-load  the  spending.  "Some  folks  are  con- 
;erned  that  what  the  Administration  has  come  up  with  is 
nore  mid-  to  long-term  and  doesn't  do  enough  for  woi'kers 
f/ho  will  hit  the  bricks  this  year  or  next,"  says  .].  William 
joold,  an  aide  to  House  Science,  Space  &  Technology  C'ommit- 
;ee  Chairman  George  E.  Brown  Jr.  (D-Calif.). 

But  the  politics  of  aid  are  difficult.  Feelings  on  the  issue 
split  not  on  party  or  regional  lines  but  rather  on  the  basis  of 
ivhose  district  is  hurt  by  l)ase  closures  or  canceled  contracts. 
Members  want  to  be  able  to  point  to  concrete  efforts  to  aid 
displaced  workers  and  communities  by  the  time  voters  go 
:o  the  polls  in  1994.  "I  don't  think  that  economic  stimulus  will 
;ome  anywhere  near  to  meeting  the  requirements  in  some 
places,"  says  House  Defense  Appropriations  sul)committee 
Chairman  John  Murtha  (D-Pa.).  "If  you  don't  have  jobs,  it 
won't  do  any  good  to  retrain  people." 

Budget  rules  pose  another  huixlle  for  conversion  assistance. 


Congi-ess  has  tentativel.\'  agi'eed  to  spending  ceilings  foi-  fiscal 
1994,  so  any  increased  aid  would  have  to  come  at  the  expense 
of  other  programs. 

Still,  lawmakers  are  hkely  to  come  up  with  more  up-front 
spending  than  Clinton  has  asked  for.  "There  are  a  lot  of 
things  government  can't  do,"  says  Senator  Jeff  Bingaman  (D- 
N.  M.).  But,  he  adds,  "there  may  be  areas  where  we  can  alle- 
viate suffering."  And  for  a  meml:)er  facing  election,  even  a  pal- 
liative will  l)e  welcome. 

/>//  Ami/  I>(ini(s  (uul  Ricliitrd  S.  Diiuhain 


CAPITAL  GAINS:  THE  PRESIDENT 
GIVES  A  LITTLE 


After  taking  heat  from  both  congressional  Democrats  and 
the  high-tech  industry  for  the  niggardly  capital-gains 
pi'oposal  in  his  economic  plan.  President  Clinton  is  ready  to 
sweeten  the  pot  just  a  bit.  But  the  benefits  will  still  be  re- 
stricted to  modest  gains  in  small  companies. 

The  Felmiary  proposal  would  have  cut  in  half  the  taxes  on 
capital  gains  from  the  sale  of  assets  held  for  at  least  five 
years.  But  it  was  limited  to  individual  investors  in  companies 
with  paid-in  capital  of  $25  million  («■  less.  And  only  profits  of 
$1  million  or  10  times  the  original  investment  would  qualify. 

The  techies  and  some  Hill  Democrats  favor  a  version  pro- 
l)osed  by  Senator  Dale  L.  Bumpers  (D-Ark.)  and  Representa- 
tive Robert  T.  Matsui  (D-Calif.).  They  would  grant  the  tax 
break  for  investments  in  companies  worth  up  to  $100  million. 
Administration  sources  say  that  Clinton  may  now  split  the  dif- 
ference to  include  investments  in  $50  million  comjxmies  and 
gains  of  up  to  $10  million.  But  the  White  House  still  resists  al- 
lowing tax-free  gains  on  long-term  investment  in  the  smallest 
comi)anies.  Backers  of  the  Bumpers-Matsui  plan  are  mystified 
over  Clinton's  unwillingness  to  accept  the  relatively  inexpen- 
sive proposal.  "This  was  a  bold  initiative,"  says  one  congres- 
sional cajiital-gains  fan.  "But  he  cheaped  out." 

/>'//  Ildirairl  (ilvckiiiitn 


CAPITAL  WRAPUP I 


SECURITIES 


For-mer  American  Stock  Exchange 
Chairman  Arthur  Levitt'Jr.  appears 
to  be  the  Clinton  Administration's  lead- 
ing choice  for  the  chairmanship  of  the 
Securities  &  Exchange  Commission. 
But  Wall  Street  potshots  could  l)ring 
his  trial  balloon  down  to  earth. 

The  grumbling  focuses  mainly  on 
Levitt's  1978-89  stewardship  of  the 
Amex.  Joseph  R.  Hardiman,  president 
of  NASDAQ,  wonders  whether  a  chair- 
man with  Levitt's  exchange  back- 
ground could  deal  fairly  with  the  over- 
the-counter  market.  Taking  a  different 
tack,  one  prominent  securities  lawyer 
complains  that   Levitt's  only  Wall 


Street  exi)erience  was  "jjresiding  over 
the  decline  of  the  Amex,"  which  has 
steadily  lost  ground  to  NASDAQ  and 
other  markets. 

Levitt  has  a  lot  going  for  him.  His 
i-ole  as  founder  of  the  Amei-ican  Busi- 
ness Conference  gives  him  close  ties  to 
a  key  political  constituency— midsize 
growth  companies.  But  should  Levitt's 
jjrospects  fade,  the  White  House  might 
turn  to  Consuela  Washington,  a  top 
aide  to  House  Energy  &  Commerce 
Committee  Chairman  John  D.  Dingell 
(D-Mich.l.  The  Administraticm  is  un- 
der growing  pressure  to  pick  an  SEC 
chair  before  the  scheduled  Apr.  15  de- 
parture of  holdover  commission  chief 
Richard  C.  Breeden. 


DEMOCRATS 


The  Democratic  National  Committee, 
which  raised  a  ton  of  money  for 
the  Clinton  campaign,  is  turning  its  at- 
tention to  its  own  chronically  shaky  fi- 
nances. The  goal  of  new  party  chair 
David  Wilhelm  is  to  luiild  up  the  soil 
of  small-donor  base  that  sustains  the 
Repul)licans  year  in  and  year  out.  To 
attract  new  donors,  Wilhelm  is  consid- 
ering a  national  fund-raising  telethon. 
Wilhelm  promises  the  results  will  be 
different  from  the  Democrats'  last, 
catastrophic  telethon  in  1983.  Then, 
high  production  costs  and  disappointing- 
pledges  produced  a  $1.5  million  net 
loss. 


'ASHINGTON  OUTLOOK 
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Compaq  CoNTURA.lhE  Affo 
Leave  Wishevg^:! 


Buying  some  low-priced  486  notebooks  is  like  buying 
a  bottom  of  the  line  car.  You  drive  off  without  power 
steering  or  air  conditioning  or  even  floormats.  If  you 

get  away  with  an  AM  radio,  you've  pulled  off  a  coup. 

At  c< 


.ompac],  nrmever, 
\vt'  believe  an  atlorclahle 
notebook  shouldn't  mere- 
ly be  the  strip|)e(bclo\\  n, 
bare -bones  version  ot  a 
more  expensive  one. 

Take  the  new  486SL 
Contura  notebooks. 

Although  atfordablv 
priee(l,thevVe  COMPAQ 
computers  in  the  truest 
sense.  Thev  endure  the 


same  torturous 


testing  as  every 
other  eomputer 
that  we  build. 

Inside  there's  an  Intel 
486,SL  chip.  Unlike  the 


4/25CX:  Active  color  VGA  '•■ 
Integrated  EasjPoinl  trackball 
'  NiMH  battery  4/25c: 
Advanced  passive  color  VGA  * 
GOMPAdTrackball  *  NiMH 
battery  4/25:  Monochrome 
VGA  *  COMPAQ^Trackball  * 
Enhanced  NiCd  battery 
All  models:  Intel  ^2iMH/ 
4St}SL  ivith  8K  cache  and 
numeric  coprocessor  4MB 
MM  (up  to  20MB)  120MB 
or  209MB  hard  drive  *  Pre^ 
installed  Microsoft  Windows 
3  1  and  MS-DOS  JO  a.  pub- 
lished by  Conipaa  M 
4/25  starts  under 


486SX  chip  in  compa- 
rablv  priced  notebooks, 
this  one  has  an  integrated 
coprocessor.  And  it  runs 
more  efficiently,  helping 
to  extend  batter v  life. 

You  have  vour  choice 
of  three  Contura  screens, 
all  ot  which  oHer  razor- 
shaq)  definition.  There's 


an  active  matrix  scr» 
that  displays  informal 
in  2  56  colors.  There's 
advanced  passive  mat 
color  screen  that  off 
50%  better  contrast, 
33%  improved  respo 
time  over  earlier  pass 
technolojjy.  And  thei 
a  crisp  and  clear  mo 
chrome  version  as  w 

The  COMPAQ 
Contura  4/2  5CX 
comes  with  an 


C  lS9i  C.impati  C  omputer  l.  or|viratlon  All  Kights  R.  sitm.I  COMl'AQ  RrgiMcrcil  U  S  I'atint  and  Tral,  mart  OHii 
[tuUT  t'orporation  I'rmlud  names  menlinneil  herein  nia\  be  Irademarlts  and/nr  registere<l  tradt  marks  of  Uieir  respettive 
Corjioratinn  K  l^iph^p  tompuim  .l/.it;j/im-,  Januar>'  144  5  *F.stimate<l  U  S  reseller  selling  pnee  Kev  ller  pntmg  will  vary 


EasvPoint  trackball  , , 
I 

that  eliminates  the  ne* 
for  a  mouse.  And  all  > 
the  Contura  models  offi 
a  unique  feature  calle 


Lnntura  iini  [  As\Hotni  an  trademarlts  nf  Compaq  Cc 
oriipanns  "llii  Intel  ln\nli  logo  is  a  tradfmark  of  ihf  In 


lBle  Notebook  IhAT  Wont 
DULD  Afford  More. 


I  llation.  This  allows 
to  shut  vour  PC  off 
kly  without  losing 


brings  vou  ri^ht  back  to 
where  vou  were. 

C(  )ntura  notebook  PCs 


/  data,  and  marks  the 
Jt  where  you  left  off 
hen  you  start  your  PC 
again,  it  automatically 


also  come  with 

an  external  battery  charg- 

er  that  lets  you  recharge 


batteries  in  as  little  as 
an  hour.  And  a  variety  of 
modem  options,  includ- 
ing cellular,  allow  you 
to  send  and  receive  data 
and  faxes  anv where. 

All  of  which  explains 
whv  the  editors  at  PC 
LapTop  Computers  -l/<-y- 
azme  recentlv  named  our 
Contura  the  best  value 
in  notebook  computers. 
If  you'd  like  to  know 
more,  give  us  a  call 
at  1-800-345-1518, 
and  ask  us 
about 
Contura. 
The  notebook  PC 
designed  to  accommodate 
vour  budget  limitations, 
not  constantly  remind 
you  of  them. 


Thanks  to  our  advanced  graphics  ac- 
celerator. Ccmtura  blows  the  doors  off 
most  other  Il  'jnJou  \  notebooks.  In  fact. 
It  rum  W'tndous  30"ii  faster  than 
nuKt  4S0  machines' 


\othiriq  i\  backed  like  a  Compaq  be- 
cause nothing  is  built  like  a  CompaLj. 
L  onturd  includes  a  free  three- \  ear, 
i\orldnide  \iarrant\  nith  a  \car  oj 
on-site"  \erMce  m  the  IIS  or  tanada. 


IS  run  bv  Cnmpaq  uiing  PC  »jg,i/ine  Uhs  WinBcriLh  Rtleist  i  I  ■Till',  sinm  is  p 
Ci  ruin  rtstncliiins  ami  t  xtlusinn'i  applv  Miinitors.  battor\  patk^  and  ^trtijn  optKn 
Customer  Support  Center 


1  Cimtrai-tiil  SirvKe  Proviilers  anii  niav  nnt  be  avajlable  in  eertaLn  jJen^aphjt  Iftca- 
■retl  \->\  ai)ne  \ear  \\arrant\  For  lurther  tleLuls  on  our  limited  uarTant\.  eontaet  the 
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DELIVERING  COCA-COLA  IN  GUANGDONG:  THE  COMPANY  WILL  SPEND  $150  MILLION  BUILDING  10  OR  MORE  BOTTLING  PLANTS  IN  INTERIOR  CITIE! 


CHINA  FEVER 
STRIKES  AGAIN 


China's  boom  and  market  reforms  have  companies  streaming  back 


Fur  years,  impoverished  Henaii 
Province  in  nortliern  China  lias 
lieen  largely  ij^nored  l)y  foreign  in- 
vestors. Eager  to  change  that,  Henan 
officials  juniijed  at  a  proposal  by  U.  S. 
energy  concern  Wing-Merrill  Interna- 
tional Inc.  to  build  a  giant  power  plant  in 
the  iirovince.  During  negotiations  in 
Hong  Kong,  Henan  officials  worked  fe- 
verishly in  their  hotel  rooms,  sometimes 
waking  their  American  counterparts  at  3 
a.m.  with  (luestimis.  For  Wing-Merrill 
project  developers,  the  new  style  was 
remarkal)le.  "I've  ne\er  seen  Chinese 
pull  all-nighters  before,"  mai'vels  a 
Wing-ilerrill  executive. 

The  agreement,  announced  Mar.  10, 
represents  a  coup  for  Aspjen  (Colo,)- 
based  Wing-Merrill.  At  an  estimated  in- 
vestment of  S'2.  billion,  the  complex  will 
|je  one  of  the  biggest  power  projects  in 
China  when  completed  in  about  10  years. 
What's  more,  the  U.  S.-dominated  con- 
sortium will  own  70''  of  the  equity,  an 


arrangement  that  would  have  been  un- 
thinkable just  two  years  ago. 

The  Clinton  Administration  may  still 
be  debating  its  China  policy,  Init  on  the 
ground,  U.  S.  companies  are  cutting 
deals  fast  and  furious.  On  the  same  day 
that  Wing-Merrill  closed  the  power  proj- 
ect. General  Electric  Co.  announced  it 
had  sold  $150  million  in  jet  engines  to  a 
Chinese  airline.  In  preceding  weeks, 
American  Telephone  &  Telegraph  Co. 
and  Coca-Cola  Co.  also  announced  major 
deals  (table). 

OPEN  FOR  BUSINESS.  Xot  since  the  hey- 
day of  America's  love  affair  with  China 
in  the  early  1980s  have  U.  S.  corijora- 
tions  been  so  gung  ho  about  the  main- 
land. That  infatuation  seemed  to  come  to 
a  crashing  end  with  the  1989  Tiananmen 
Square  ma.ssacre.  But  once  again,  chief 
executives  are  streaming  to  Beijing,  daz- 
zled both  by  the  collapse  of  opposition  to 
Deng  Xiaoping's  free-market  reforms 
and  by  China's  continuing  economic 


boom.  The  Chinese  market  has  "virtua 
ly  limitless  long-term  potential,"  ol 
serves  Coca-Cola  Co.  Chairman  Robert 
C.  Goizueta. 

Veteran  China-watchers  know  th; 
considerable  risks  remain.  The  comme 
cial  legal  system  remains  primitive,  ii 
frastructure  is  being  taxed  to  the  breal 
ing  point,  and  a  nasty  power  struggle 
possible  after  the  death  of  Deng,  88.  Bi 
despite  those  hazards,  China  is  a  h 
more  attractive  investment  than  it  w£ 
before  Tiananmen.  As  China  pulls  oi 
the  stops  on  its  growth  targets,  th 
terms  of  deals  are  getting  easier.  Fo 
eigners  are  being  allowed  to  own 
greater  share  of  equity,  in  some  case 
100';.  And  to  head  off  congressional  e 
forts  to  put  restrictions  on  China's  mos 
favored-nation  (MFN'i  trade  status  and  ai 
ger  over  its  $19  billion  trade  surplus  i 
1992,  Beijing  is  steering  lucrative  coi 
tracts  to  U.  S.  concerns.  "They  are  clea: 
ly  trying  to  use  the  import  of  U. ' 
goods  to  political  effect,"  says  Davi 
Lampton,  president  of  the  National  Con 
mittee  on  U.S. -China  Relations. 

Beijing  also  is  attempting  to  use  it 
buying  power  to  get  Washington  to  eas 
curbs  on  transfers  of  high  technolog 
and  to  lift  its  opposition  to  China's  entr 
into  the  General  Agreement  on  Tariff 
&  Trade.  "We  have  one  strategic  issu 
that  concerns  us,  and  that  is  the  U.  S., 
says  a  top  foreign  affairs  analyst  in  Be 
jing.  "All  other  issues  are  subordinate. 

China's  strategy  may  be  paying  ofi 
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;nny:  the  canipaig-n,  Bill  Clinton  criti- 
ed  the  Bush  Administration  for  cod- 
nt^  Beijing's  tyrants.  But  as  President, 
nton  has  stopped  short  of  supporting 
;islation  linking  renewal  of  MFN  to  Chi- 
's  performance  on  human  rights,  arms 
)liferation,  and  trade. 
Big  U.  S.  companies  are  urging  the 
ntonites  to  go  easy  on  China  because 
;y  suddenly  seem  to  have  the  inside 
ick.  After  years  of  being  locked  out, 
•  example,  AT&T  on  Feb.  23  concluded 
andmark  deal  that  calls  for  it  to  make 
itches,  advanced  integrated  circuits, 
d  wireless  phones  in  China.  The  China 
jject,  says  company  Asia-Pacific  offi- 
.1  Arthur  L.  Kobler,  "will  dwarf  every- 
ng  else  .\T&T  does  in  the  world." 
The  overall  level  of  technology  Ameri- 
ns  are  bringing  to  China  is  clearly  ris- 
r.  Motorola  Inc.  last  year  started  as- 
mbling  pagers  and  testing  simple 
miconductors  in  Tianjin.  By  the  end  of 
s  year,  when  it  opens  a  $120  million 
mt  there.  Motorola  will  also  make 
miconductors  and  mobile  phones. 
)wn  the  road,  it  plans  to  expand  into 
vanced  microprocessors,  automobile 
K'tronics,  and  telecommunications. 
)WER  TIES.  China's  surprisingly  strong 
arket  is  forcing  Motorola  to  push  its 
ans  as  fast  as  it  can.  Already,  for  ex- 
nple,  China  is  Motorola's  biggest  mar- 
't  for  cellular  phones  outside  the  U.  S., 
lubling  in  1992  to  a  sizzling  $400  mil- 
m  in  sales.  By  yearend,  Motorola  ex- 
acts to  have  installed  cellular  systems 
100  Chinese  sites.  And  phone  sales  are 
;pected  to  grow  at  a  207'  to  307  annual 
ip  for  the  next  decade.  Xerox  Corp., 
hich  opened  a  joint  venture  in  Shang- 
li  in  1987,  reported  $70  million  in  sales 
'  desktop  copiers  last  year,  up  almost 
>%'  from  1991. 

China's  huge  infrastructure  needs 
luld  shape  the  future  of  many  Ameri- 
in  companies  as  global  players.  Last 
ecember,  China  Southern  Airlines  or- 
?red  six  Boeing  777s,  worth  $800  mil- 
)n.  China  already  is  Boeing  Co.'s  big- 
3st  overseas  market  next  to  Japan, 
ther  startup  Chinese  airlines  are  ex- 
acted to  buy  at  least  500  widebodies 
/er  the  next  decade  to  meet  over- 
helming  demand  for  air  travel,  which 

growing  at  a  257-  annual  clip. 
GE  Chairman  John  F.  Welch  Jr.  has 
lade  China  GE's  top  international  goal, 
xecutives  say.  In  addition  to  aircraft 
agines,  GE  is  also  looking  for  sales  in 
ower-generation  equipment,  locomo- 
ves,  medical  equipment,  plastics,  and 
lectric  lighting. 

China  is  getting  American  companies 
eeply  involved  in  its  sensitive  energy 
ector  as  well.  To  keep  its  economy 
rowing  at  97  annually,  experts  esti- 
late  it  must  build  the  equivalent  of  5  to 
0  large  power  plants  each  year.  Wing- 
lerrill  is  a  leading  contender  for  a  3,000 


THE  BIG  U.S.  DEALS 
IN  CHINA 


WING-MERRILL 


Power  plants 
$2  billion 


ARCO 


Nattiral-gas  project 
$1.2  billion 


Telecommunications,  semicon- 
ductors, mobile  phones,  R&D 
$1  billion-plus* 


BOEING 


Order  for  sLx  Boeing  777  jets 
$800  million 


COCA-COLA 


10  more  bottling  plants 
$150  million 


GENERAL  ELECTRIC 


Order  for  aircraft  engines 
$150  million 


MOTOROLA 


Pagers,  cellular  phones, 
semiconductors 
$120  million 

*Esl,        DATA  BUSINESSWEEK 


megawatt  plant  near  Hong  Kong.  Arco 
Oil  &  Gas  Co.  has  begun  a  huge  project 
off  China's  southern  coast  to  develop  a 
natural-gas  field  and  construct  a  475- 
mile  pipeline  to  Hong  Kong. 

Even  those  wild-eyed  predictions  of  1 
billion  consumers  aren't  sounding  so  far- 
fetched anymore.  Procter  &  Gamble, 
Johnson  &  Johnson,  and  H.J.  Heinz,  for 
example,  are  all  opening  additional 


plants  in  northern  cities.  Coca-Cola,  one 
of  the  first  U.  S.  companies  to  invest  in 
China,  is  probing  even  deeper.  After  two 
years  of  307  growth,  Coke  now  sells  73 
million  cases,  and  its  rate  of  growth  in 
unit  sales  is  10  times  higher  than  in  the 
rest  of  Asia  combined.  All  but  two  of  its 
12  bottling  joint  ventures  are  in  cities  on 
China's  east  coast.  So  most  of  its  10  new 
bottling  plants  will  be  in  huge  interior 
cities  that  "weren't  ready  for  Coke  until 
now,"  says  R.  Fenton-May,  president  of 
Coca-Cola  China  Ltd. 

At  the  moment,  Washington's  trade 
policies  pose  the  biggest  challenge  for 
U.  S.  companies.  Restrictions  on  high- 
tech sales  with  military  applications 
have  kept  China  from  obtaining  equip- 
ment for  making  silicon  wafers.  China 
sees  the  ability  to  make  submicron  inte- 
grated circuits,  which  it  now  imports,  as 
critical  to  advancing  its  electronic  indus- 
tries. But  Washington  fears  Beijing  will 
use  the  knowhow  to  enhance  the  accura- 
cy of  its  guided  missiles.  U.  S.  manufac- 
turers argue  the  ban  should  be  lifted 
since  China  is  on  the  verge  of  obtaining 
the  etjuipment  anyway  from  joint  ven- 
tures with  European  and  Japanese  man- 
ufacturers. AT&T  would  need  policy 
changes  before  it  could  transfer  wafer- 
fabrication  and  telecom-transmission 
technology. 

The  biggest  worry  of  U.  S.  companies, 
however,  is  that  Congress  will  undo  all 
their  progress  in  China  by  forcing  a  ma- 
jor confrontation  over  MFN.  "China  is 
going  to  be  a  big  global  player,  and  if 
Americans  aren't  part  of  it,  we  are 
fools,"  says  Wing-Merrill  Chairman  John 
B.  Wing.  If  Washington  is  serious  about 
helping  U.  S.  companies  become  stron- 
ger global  competitors,  that  message 
could  carry  the  day. 

Bi/  Fete  Eiiganlio  in  Beijing,  iciili  Lt/nne 
Cunti  in  Slieni/n ng.  Jcjyce  BainiillKin  i)i 
Giia ng^lion,  (ind  bnrain  I'epcjrts 


A  SHANGHAI  XEROX  WORKER:  LAST  YEAR,  DESKTOP  COPIER  SALES  ROSE  ALMOST  20% 
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EUROPE  I 


FIAT  AND  RENAULT: 
IS  IT  A  DONE  DEAL? 


It  would  be  the  tirst  European  carmaker  with  the  heft  of  GM  or  Toyota 


A 


I  a  Mar. 
ing  in  P 


11  Renault  board  meet- 
aris,  directors  questioned 
Chairman  Louis  Schweitzer 
alxiut  rumors  in  tlie  Itahan  ])ress  tliat 
Renault  would  soon  join  forces  with  Ital- 
ian auto  maker  Fiat.  Schweitzer  told  his 
board  that  the  rejjorts  were  "fantasy." 
But  at  least  one  member  wasn't  con- 
vinced. Gerard  Muteau,  a  union  (tfficial 
who  represents  labor  on  the  board,  re- 
calls that  when  Renault  was  nefrotiatinj; 
an  alliance  with  Volvo  in  1990,  rumors  in 
the  Swedish  pi-ess  were  similarly  denied 
by  the  French  company's  top  manage- 
ment. "Three  or  four  months  later,  Re- 
nault and  Volvo  announced  their  agree- 
ment," says  Muteau. 

Will  history  repeat  itself?  Sources  in 
Milan   and   New  York 
close  to  Fiat  Chairman 
Gianni  Agnelli  think  so. 
They     tell  p.rsiXF.Ss 
WEEK  that  the  two  com- 
panies   have  seci'etl> 
drafted   a   blueprint  to 
create  a  ^12  billion  in- 
dustrial giant.  Turin- 
based  F'vdt,  according  to 
the  scenario,  will  an- 
nounce a  massive  S.";.:! 
billion  share  offering  re- 
served for  Renault.  That 
would  give  the  French  carmak- 
er 40''  of  the  Italian  group.  At 
a  later  stage,  the  Agnellis 
themselves  could  cede  s(ime  or 
all  of  their  Fiat  stake  to  Re- 
nault. Agnelli  says  there  is  no 
big  deal  in  the  vsorks  "for  the 
moment."  I>ut  adds  (jne  Italian 
industrial  insider:  "It's  pretty 
much  all  worked  out." 
A  NEW  GIANT?  The  sources  say 
the  companies  planned  to  an- 
nounce the  accord  as  early  as 
mid-March.  France's  embattled 
Socialist  go  frnment,  facing  a 
probable  land-Hde  defeat  in  na- 
tional elections  M  ir.  21  and  28, 
could  have  truni;n4ed  the  deal 
a  national     :  tory  that 
the  focal 
•')()  l)illion 

car  industry.  One  ^ason  for 
the  holdup;  France  '■<>  Paolo 
Mattioli,  Fiat's  chiei  I'inancial 
officer  has  been  held  ii  a  Mi- 


charges  of  corruption  and  violating  laws 
on  political-party  financing. 

Creating  a  Continental  giant  that 
makes  almost  one  out  of  every  four  cars 
built  in  Europe  makes  sense  for  the 
French  and  Italian  companies.  Such  a 
coml)ined  force  would  be  the  first  Euro- 
pean carmaker  to  have  the  heft  of  a 
General  Motors  Corp.  or  Toyota  Motor 
Corp.  It  would  break  the  competitive 
gridlock  in  the  European  car  market, 
where  six  manufacturers — Volkswagen, 
(;m,  Peugeot,  Fiat,  Ford,  and  Renault — 
ha\'e  carved  out  shares  ranging  from 
10';  to  17'  ;.  Together,  Fiat  and  Renault 
have  more  than  21';  of  the  market. 

Fiat  is  ripe  for  a  change.  Chairman 
.\gnelli,  i)atriarch  of  the  clan  that  holds 


as 

would  make  Frai. 
point  of  Europe's 


Ian 


prison  smce 


Feb.  22 


RENAULT'S  SCHWEITZER 


AGNELLI  OF  FIAT 


WHAT  PIAT  AND  RENAULT  HAVE  TO  OFPER 

FIAT 

RENAULT 

H  1992  SALES          MARKET  SHARE^Jl992  SALES          MARKET  SHARE  | 

$40  billion  11.6% 

$32  billion  10.6% 

■          STRENGTHS                          STRENGTHS  | 

Launching  16  new 
models  over  the  next  few 
years,  will  start  up  one  of 
Europe's  most  advanced 
assembly  plants  this 
summer 

Powerhouse  in  France  and 
growing  in  Germany,  hot 
new  products  such  as  the 
$  1 0,000  Twingo  subcom- 
poct,  major  ties  with  Volvo 
improve  purchasing  and 
design  efficiency 

■        WEAKNESSES  Q 

[        WEAKNESSES  | 

Cosh  short,  limited 
distribution  outside  Italy, 
unions  restive  over 
smaller  wage  increases 

Heavy  debt,  state- 
owned,  low  soles  in 
northern  Europe 

D/OA:  BUSINESS  WEEK 

40';  of  the  company,  and  Managing  l)i 
rector  Cesare  Romiti  are  both  due  ii 
retire  next  year.  That  could  leave  a  v;;r 
uum  at  the  top  of  Italy's  largest  corpo 
ration.  At  the  same  time.  Fiat  is  unde; 
financial  pressure  to  fund  a  long-tern 
'$27  billion  investment  program. 

On  the  Italian  side,  the  timing  may  b( 
good.  The  national  government,  whici 
could  stymie  a  blockbuster  deal  such  as 
this,  is  weak  and  distracted  by  the  wors' 
political  crisis  in  postwar  Italy.  Som( 
government  resistance  is  still  likely.  Bu 
"the  deal  could  be  sold  in  Italy  as  at 
important  internationalization  of  Fia 
rather  than  as  giving  up  control,"  say< 
an  Italian  industrialist. 

Renault  is  now  Europe's  hottest  sue 
cess  story  in  autos,  turning  in  a  $1  bil 
lion  profit  last  year.  The  French  are 
determined  to  do  whatever  is  necessarjj 
to  ensure  that  Renault  survives.  Thejl 
are  already  trying  to  shore  up  one 
flank  through  the  stock  swap  and  coop- 
erative ventures  in  design  and  manufac- 
turing with  Volvo.  A  deal  with  Fiat 
would  add  enormously  to  Renault's  clout 
in  Southern  Europe. 

CLOSE  SCRUTINY.  Priva- 
tizing Renault  is  high  on 
the  economic  agenda  oi 
the  French  conserva- 
tives as  they  prepare  to 
take  i)ower.  Italian  ana- 
lysts believe  that  a  swap 
of  newly  issued  Renault 
shares  with  Fiat  may  be 
part  of  the  deal.  But 
others  doubt  that  it 
would  be  that  easy, 
"Fiat  would  dilute  what 
is  currently  a  very  good 
story  at  Renault,"  says  John 
Lawson,  an  analyst  at  DRI  Eu- 
rope (U.  K.)  Ltd.  in  London. 

Such  a  megadeal  would  also 
get  close  scrutiny  from  Euro- 
jjean  Community  antitrust  offi- 
cials in  Brussels.  The  EC  ap- 
proved Renault's  cross- 
shareholding  arrangement 
with  Volvo,  since  the  deal 
wasn't  considered  a  strict 
merger.  Still,  asks  John  Rat- 
liff,  an  antitrust  lawyer  with 
the  Brussels-based  firm  oi 
Stanbrook  &  Hooper:  "If  they 
can  clear  Renault-Volvo,  wh.v 
can't  they  clear  something  like 
Fiat-Renault'?"  And  if  the  Eu- 
ropean auto  industry  needs  an- 
other round  of  shaking  up, 
(jianni  Agnelli  seems  ready  to 
do  it. 

Bi/  John  Riissaul  in  Rome, 
irith  Sti'irart  Toy  in  Paris, 
Fdlrick  Outer  in  Brussels,  ana 
bureau  reports 
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Jg^EING  ON  TIME 

IN  OMAHA 
IS  CHILD'S  PLAY. 
^Wi  BEING  ON  TIME 
IN  16™  CENTURY 
EUROPE. 


Sending  your  package  tc 
Omaha  is  a  breeze  compared 
to  destinations  like  venice, 
Budapest  or  M  i  n s k . P lac e s 

WHERE  the  whole  IDEA  OF  RELIA- 
BILITY can  be  totally  FOREIGN. 
THAT'S  WHY  AT  DHL,  WE  HAVE 
OUR  OWN  LOCAL  PEOPLE  WHO 
PRE-CLEAR  PACKAGES  THROUGH 
CUSTOMS  ELECTRONICALLY.  AN 
INNOVATION  THAT'S  WELCOME  IN 
ANY  CENTURY.   1  - 800- C  A  L L- D  H  L . 


1  79MJ^£L^ 

WORLDWIDE  EXPRESS* 

WE'LL   TAKE  IT  FROM  HERE 


Small  Wonder 


Introducing  The  PCX,  The  Smallest  Cellular  Flip  Phone  Around. 

The  PCX'"  has  features  to  satisfy  virtually  every  speed  dialing,  customized  roaming  access, 

personal  communications  need,  including  a  smart  B^H  and  an  optional  alkaline  battery  pack, 

pager  with  a  voice  chip  that  answers  and  even  ^^^B  V\f'\\h  all  this  and  more,  the  PCX  is  just 

lets  you  screen  your  calls.  Plus,  the  PCX  has  .^^^B  what  you  need.  Small  wonder. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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YELTSIN  BANKS  ON  THE  WEST 
-AND  ON  GRASS-ROOTS  CAPITALISM 


o 


n  the  surface,  it  may  appear  that  Russian  President 
Boris  N.  Yeltsin  is  doomed.  Bent  on  turning  back  the 
clock,  hard-line  conservatives  at  the  Congress  of  Peo- 
le's  Deputies  humiliated  Yeltsin,  rejecting  his  appeal  for  a 
onstitutional  referendum  and  squashing  his  ability  to  rule  by 
residential  decree.  But  Yeltsin  seems  to  have  a  two-pronged 
trategy,  at  home  and  with  the  West,  for  staying  in  power, 
nd  he's  making  quiet  but  surprising  progress  on  both  fronts. 

Just  a  few  days  after  the  diehards  were  fulminating  in 
loscow,  for  example,  a  major  milestone  was  passed  in  the 
lOve  to  capitalism.  Massive  sell-offs  began  on  Mar.  15  for 
hares  of  ziL,  the  giant  Moscow  conglomerate  that  makes 
rucks,  refrigerators,  and  the  limousines  once  favored  by 
Communist  Party  bosses.  The  principal  investors  are  private 


:OMMUNIST  PROTESTORS:  SELL-OFFS  WILL  MAKE  TURNING  BACK  THE  CLOCK  DIFFICULT 


citizens  from  100  Russian  cities.  The  lesson  of  the  ziL  sell-off  is 
:;lear.  Despite  the  political  stalemate  at  the  top,  economic 
changes  are  still  percolating  from  the  bottom  up  in  many 
Russian  cities  and  towns.  Empowering  and  enriching  average 
citizens  remains  Yeltsin's  best  chance  to  hold  out. 
DN  THE  BLOCK.  The  Parliament's  conservatives,  for  example, 
have  so  far  failed  to  thwart  the  sweeping  sell-off  of  state  as- 
sets. In  the  past  year,  more  than  53,000  stores  and  enterpris- 
es were  turned  over  to  private  owners.  Now,  hundreds  of 
large  and  mid-size  factories  are  on  the  block.  Current  Western 
estimates  show  as  much  as  40%  of  the  population  now  work- 
ing full-  or  part-time  in  the  private  sector.  Declares  one  new 
owner  of  a  former  state  store  in  Nizhniy  Novgorod:  "The 
conservatives  won't  come  to  power.  There  are  too  many  peo- 
ple already  working  in  private  business." 

If  that  turns  out  to  be  true,  it's  good  news  for  Yeltsin.  But 
time  is  against  him.  Inflation  rates  of  35%  a  month  have 
eroded  much  of  his  popularity.  And  he  faces  another  major 
test  in  June,  at  the  next  Congi'ess.  There,  he  will  face  an  even 


more  oi'ganized  effort  by  conservatives  to  impeach  him  oi'  call 
for  immediate  presidential  and  parliamentary  elections. 

But  even  if  the  parliament  votes  no  confidence  in  privatiza- 
tion minister  Anatoly  B.  Chubais,  the  government  is  pushing 
ahead  with  state-asset  sales.  The  plan  is  to  continue  sell-offs  at 
the  rapid  pace  of  about  8,000  stores  and  services  every  month. 
By  April,  the  government  will  have  completed  700  auctions  for 
shares  of  large  enterprises.  By  yearend,  the  government 
hopes  to  have  sold  off  about  150,000  state  enterprises,  or 
roughly  25%  of  state  property. 

Although  political  tensions  are  rising  in  many  Russian  re- 
gions, some  areas  offer  strong  support  for  Yelstin's  privatiza- 
tion program.  That's  especially  true  in  provinces  around  the 
cities  of  Pei'm,  Volgogi'ad,  and  Vladimir.  In  Nizhniy  Novgorod, 
a  stronghold  of  the  defense  industry,  most 
stores  have  already  been  sold  off.  Says 
Boris  Nemtsov,  the  region's  radical  gov- 
ernor: "During  the  next  half-year,  we  must 
privatize  everything." 
SAFETY  NET.  The  other  essential  element  of 
Yeltsin's  survival  strategy  is  breaking  the 
logjam  on  Western  assistance.  At  a  Hong 
Kong  meeting  of  Group  of  Seven  finan- 
cial officials  on  Mar.  13,  Russian  Vice-Pre- 
mier Boris  Fyodorov  outlined  a  new  propo- 
sal for  about  $26  billion  in  Western 
assistance,  a  well-placed  source  says.  It 
includes  $5  billion  for  economic  stabiliza- 
tion and  a  social  safety  net  for  needy  Rus- 
sians and  $7  billion  to  help  the  farm  and 
energy  sectors.  Besides  this,  Fyodorov  re- 
quested a  $1  billion  small-business  fund 
and  a  total  of  $13  billion  for  debt-service 
relief.  International  Monetary  Fund  loans, 
and  a  ruble-stabilization  fund.  One  goal  is 
to  stop  the  Russian  central  bank  from 
stirring  hyperinflation  by  issuing  huge 
credits  to  industries.  The  package  would 
supercede  an  earlier  $24  billion  program 
promised  by  the  G-7  last  year. 
Now,  the  U.  S.  and  other  G-7  members  are  poised  to  hold  a 
iluiTy  of  technical  meetings  to  ready  such  a  plan.  One  deadline 
could  be  the  Apr.  4  summit  between  President  Clinton  and 
Yeltsin  in  Vancouver.  Even  if  the  aid  plan  doesn't  coalesce  by 
then,  Yeltsin  is  almost  sure  to  return  from  the  summit  with 
new  bilateral  aid  projects.  "The  President  is  seized  with  this 
issue,"  says  a  senior  U.  S.  Administration  official. 

The  key  question  is  whether  progress  on  gi'ass-roots  capital- 
ism and  Western  aid  will  build  enough  support  for  Yeltsin  to 
push  through  changes  in  Russia's  political  structure.  Yeltsin 
wants  a  strong,  American-style  executive  presidency,  but 
hard-liners  blocked  him  at  the  Congress.  Now,  Yeltsin  is  ex- 
pected to  try  again  on  Apr.  25  through  a  plebiscite  on  how 
much  power  the  President  should  have  and  whether  citizens 
should  have  the  right  to  own  land.  Yeltsin  expects  backing  on 
both.  With  help  from  privatization  and  the  West,  he  just 
might  get  it. 

By  Rose  Brady  in  Moscou;  Aitn  Irnse  in  Nizhniy  Novgorod, 
Amy  Borrtis  in  Washington,  and  Karen  Pennar  in  New  Y':rk 
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CHIEF  EXECUTIVES  I 


A  LUMBERMAN  GOES 
AGAINST  THE  GRAIN 


Walter  Minnick  says  engineered  wood  will  save  forests 


Most  peoijle  in 
the  forest- 
products  in- 
dustry were  horrified 
when  the  Clinton  ticket 
won  the  day  last  No- 
vember. If  the  northern 
spotted  owl  could  cause 
problems  with  a  friend 
such  as  George  Bush  in 
office,  they  reasoned, 
what  would  happen 
when  someone  dubbed 
"Ozone  Man"  was  run- 
ning around  the  White 
House?  The  kind  of  en- 
vironmentalism  cham- 
pioned by  Vice-Presi- 
dent Al  Gove  raises 
hives  among  lumber 
people.  They  blame 
such  thinking  for  chok- 
ing off  their  lifeblood: 
the  old-growth  forests 
of  the  Northwest. 

Not  Walter  C.  Minnick,  the  50-year- 
old  president  of  T.T  International  Inc. 
He's  a  supjiorter  of  l)oth  Ciore  and  Pi'es- 
ident  Clinton.  T.J,  a  $400  million  wood- 
products  company  based  in  Boise,  Idaho, 
has  figured  out  a  way  to  turn  strips  of 
wood  into  I  beams  every  bit  as  strong 
and  true  as  the  lumber  cut  from  an  an- 
cient tree.  T.J's  products  tend  to  cost 
more.  But  as  government  restrictions 
on  harvesting  send  the  price  of  lumber 
soaring,  TJ  is  poised  to  boom.  "We  repre- 
sent the  supply-side  response  to  the 
spotted-owl  problem,"  Minnick  says. 
'ENCOURAGED.'  Ever  since  he 
arrived  at  the  former 
Trus  Joist  Corp.  in  l!t74, 
Minnick  has  been  a  ren- 
egade. Not  only  does  he 
oppose  the  way  federal 
timber  is  sold  to  lumber 
companies  (he  contends 
it  is  a  subsidized  re- 
source), but  he  also  is 
a  longtime  member  of 
the  Wilderness  Society 
and  wants  to  preserve 
more  forests. 

Minnick  has  served 
on  the  society's  govern- 


ing council  since  1990.  His  fellows  there 
include  several  nominated  for  Clinton 
Administration  posts,  including  George 
T.  Frampton  Jr.,  picked  for  Interior  As- 
sistant Secretary,  and  Jim  Baca,  slated 
to  head  the  Bureau  of  Land  Manage- 
ment. Alice  M.  Rivlin,  another  fellow 
member  who's  now  Deputy  Director  of 
the  Office  of  Management  &  Budget, 
served  for  two  years  on  TJ's  board.  "I'm 
encouraged,"  Minnick  says.  "The  propo- 
nents of  change  are  now  in  control." 

Some  critics  charge  Minnick  is  simply 
out  to  make  money.  TJ  doesn't  grow  its 


MIHHICK'S  PRODUCTS 
ARE  CATCHING  ON... 
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own  trees  or  buy  timber  from  the  gov 
ernment.  Instead,  it  buys  wood  strip 
and  forms  them  into  building  products 
"I  don't  really  view  Ti'us  Joist  as  a  mem 
ber  of  the  forest-products  industry, 
snaps  Richard  B.  Parrish,  vice-presiden 
for  wood  products  at  Boise  Cascadi 
Corp.  "It's  easy  to  take  an  environment? 
stance  when  they  have  no  dependeno 
on  public  timber.  I  don't  think  it  shoul( 
be  cloaked  in  holier-than-thou  statement 
about  the  environment. 

Minnick  says  that  hi 
record  on  environmen 
tal  activity  speaks  fo: 
itself.  "I'm  not  a  hypo 
crite,"  he  says.  "I  don' 
have  to  be."  TJ's  prod| 
ucts,  he  insists,  are  sim] 
ply  an  economic  rei 
sponse  to  a  diminishing 
resource:  "We  and  otht 
ers  have  developed  £ 
way  to  build  houses  out 
of  forestry  resources 
that  are  independent  ol 
the  spotted-owl  forest.' 
RAPIDS  RAflER.  Minnick. 
in  fact,  considers  him- 
self a  devout  free-mar 
ket  thinker.  That  has 
been  the  case  since  h€ 
grew  up  on  a  grair 
farm  in  Washingtor 
State  and  saw  how  fed 
eral  subsidies  can  warf 
incentives.  After  Whit 
man  College  in  Walla  Walla,  Wash.,  Min 
nick  spent  five  years  at  Harvard  Univer 
sity,  where  he  earned  both  an  MBA  anc 
a  law  degree.  A  longtime  Republican 
he  got  a  taste  of  politics  when  he 
worked  on  former  President  Nixon's 
White  House  staff,  heading  an  antidrug 
progi'am.  He  quit  in  disgust  after  Water 
gate  and  headed  West. 

Minnick's  love  for  nature  is  just  as 
long-standing.  As  a  boy,  he  went  skiing 
and  fly-fishing  with  his  father.  And  aftei 
leaving  the  White  House,  he  cho.se  Boise 
specifically  for  the  outdoor  lifestyle 
Over  the  past  20  years,  he  has  taker 
up  backpacking,  hiking,  anc 
white-water  rafting.  Along 
the  way,  he  gained  an  af- 
fection for  wilderness. 

Since  Minnick  toot 
over  as  T.J's  president  ir 
1979,  sales  have  growr 
from  $102  million  to  $40( 
million  last  year— with  £ 
13%  drop  in  1991  due  tc 
the  housing  slump 
Breaking  in,  though,  has 
been  tough  going.  T.j's 
products  are  made  fi"orr 
strands  of  wood  or  ve- 
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WALT  MINNICK, 
CEO  AND  PRESIDENT  OP 
TJ  INTERNATIONAL 


er  cut  from  small,  fasl-growinj;  ti'ees. 
le  pieces  are  laminated  together  with 
sins  to  form  structural  beams— some- 
nes  assembled  in  an  "I"  shape  like  a 
3el  girder.  The  process  allows  a  12- 
•h  board  to  be  made  from  8-inch  trees. 
18  product  is  as  strong  as  regular  lum- 
r  but  doesn't  warp  or  suffer  from 
ots  or  other  inconsistencies. 
The  problem  is,  depending  on  lumber 
ice  swings,  it  can  cost  up  to  90%  more 
an  the  real  stuff.  And  many  contrac- 
iTS  simply  don't  want  to  try  something 
■w.  As  a  result,  while  TJ's  products 
e  gaining— even  in  the  face  of  a  diffi- 
It  housing  market  (charts)— they  still 
mmand  less  than  10%  of  the  potential 
arket,  which  Minnick  estimates  at 
,500  per  housing  start. 
OCK  STALL.  The  spotted  owl,  however, 
changing  that.  Starting  in  1990,  plans 
protect  the  bird  meant  a  sharp  cut- 
ick  in  the  harvest  of  old-growth  trees, 
uring  the  recession,  when  housing 
arts  plummeted,  that  didn't  matter  so 
uch.  But  now  that  the  recovery  is 
lining  steam,  constraints  on  the  timber 
ipply  have  pushed  the  price  of  lumber 
)  90%  since  October.  That  has  nar- 
iwed  TJ's  price  disadvantage  to  about 
;%,  causing  Larry  Zarker,  a  researcher 
I  r  the  National  Association  of  Home 
lilders,  to  say:  "You  could  see  the  mar- 
it  [for  engineered  wood]  explode." 
Price  increases  aren't  entirely  good 
3ws:  They  pinch  T.J's  margins  in  the 
lort  term  by  hiking  raw-materials 
>sts.  That  may  be  why  TJ's  stock  price 
'  »se  sharply  to  top  30  in  February,  only 
■  I  stall.  Even  TJ's  rivals,  though,  are 
mvinced  that  engineered  wood  has  big 
)tential.  Louisiana-Pacific,  Georgia-Pacif- 
,  and  Boise  Cascade  have  all  leapt  into 
I's  market  with  their  own  engineered- 
imber  products.  TJ  still  owns  a  two- 
lirds  market  share,  but  to  guard  its 
Dsition,  Minnick  in  1991  put  his  engi- 
eered-wood  business  (TJ  also  makes 
indows)  into  a  joint  venture  with  Cana- 
a's  giant  MacMillan  Bloedel  Ltd.,  a  $3 
iUion  wood  and  paper  company.  MacMil- 
:n  has  deep  pockets  and  two  promising 
ngineered  products  of  its  own.  TJ  is 
lajority  owner  and  managing  partner. 

Minnick's  hope  is  that  Clinton  and  the 
idustry  will  use  the  upcoming  "forest 
jmmit"  in  Portland,  Ore.,  on  Apr.  2  to 
)rge  the  basis  for  a  compromise  on  old- 
rowth  cutting  restrictions.  That  would 
cabilize  the  timber  supply— probably  at 
price  where  TJ  could  compete— and 
till  protect  the  forests.  Minnick  favors 
sderal  aid  for  the  countless  timber 
workers  and  sawmill  owners  displaced 
y  wrenching  policy  shifts.  "Engineered 
^ood  is  an  example  of  using  technology 
0  help  solve  a  very  sharp  public-policy 
isue,"  Minnick  says.  In  an  age  of  vanish- 
ig  resources,  that's  compelling  logic. 

By  Don  Jones  Yang  in  Boise 
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Succeed 
with.,. 


"[1]  wish  I'd  read  it  twenty- 
tive  years  ago." 
— Nev  Curtis,  CEO, 
DL'lmarva  Puwer 

"Exceptional  insights  into 
how  organizations  learn." 

— Dave  Ulrich,  Professor, 
University  of  Michigan , 
School  of  Business 

"1  can't  remember  the  last 
time  I  read  a  hook  straight 
through.  Excellent  work" 

— Gail  Robinson, 

Director  of  Human  Resources , 
Lever  Brothers 
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How  SMART  MANAGERS 
AND  SMART  COMPANIES 
STAY  AHEAD 

CALHOUN  W  WICK 

AND  LU  STANTON  LEON 


0-07-070082-6 

tlluitratcd 
$22.95 


''1  found  The  Learning  Edfre  em{H)wt;ring." 
— Kenneth  L.  Garrhtt, 

Senior  Vice  President,  AT&fT 

"Calhoun  Wick  ...  is  right  on." 
— Kenneth  L.  W.ay,  Chamnan  and  CEO, 
Lear  Seatinfi,  Corporation 

At  your  bookstore  or  call  toll-free 
l_800-2-MCGRAW 


BL'SINESS  McQRAW-HILL 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 


YOU  COULD  LEARN  A  LOT  FROM  A  DUMMY. 

rm  A  Pubi  c  Serv,ce  ol  BUCKLE  YOUR  SAFETY  BELT.  U  S  Depanmen,  B% 

r^V'l  This  Publication  olTransportatior  W^^^ 

Ca«il  For  more  inlorwation.  call  the  AirbagS,  Child  Satety  Hotline  800-42'l-9393 
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lour  customer  is 
overflowing  with  information. 

Are  you  harnessing  it  to 
power  your  business? 


To  generate  revenue,  you  need 
ustomers. 

To  generate  customers,  you  need 
nformation:  What  products  and  services  do 
'our  customers  want?  When  do  your  cus- 
omers  want  them?  How  do  your  customers 
vant  them?  Are  your  customers  receptive 
,0  new  offerings?  Are  your  customers 
imenable  to  increased  sales  content? 
indeed,  who  are  your  customers? 

Unisys  is  proud  to  introduce  a  unique 
and  powerful  new  way  to  answer  these 
bottom-line  questions:  customerize. 

When  you  customerize  your  organiza- 
tion, you  pervade  it  with  a  customer  focus. 
Tnrough  the  marriage  of  information  to 
customer  service  goals,  Unisys  can  help  you 
translate  that  focus  into  real-world  results. 

©1993  Unisys  Corporation. 


Experienced  Unisys  consultants  will  help 
conduct  a  customerize  '''  assessment  of  your 
organization,  evaluating  your  capacity  for 
understanding  customer  needs  and 
responding  rapidly  to  them.  Helping  you 
move  information  technology  capabilities  to 
the  front  lines  of  customer  contact,  we  11 
enable  you  to  create  a  significantly  more 
effective  flow  of  information  between  you 
and  your  customer-and  back  again. 

The  benefits  are  tangible:  enhanced 
ability  to  win  customers,  to  maximize 
customer  relationships,  sustain  customer 
loyalty,  and  tailor  market-sensitive 

UNiSYS 

We  make  it  happen. 


new  offerings.  Competitiveness  is  sharp- 
ened. And  revenue  gains  are  brought 
within  reach. 


CUS'tom-er-lze\  kus'-io-mo-rue'\  r/ 
1 :  to  mal\L'  a  company  more  responsive 
to  itscuslomcrs  and  better  able  loallraci 
new  ones  2 :  to  ctistomerize  an  organi- 
zation's information  strategy,  e.g..  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
custoniei-  contact  and  support  3 :  w  hat 
L'nisys  C'orpoiation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  c  i  siomik 
st:RVK  t:.  coMi'n rrivt  i-:dgk.  bi  sini  ss- 

C  RITICAL.SOIAjTIONS.  REVKNl'f-  dl  NI  RAIION 


Call  us  at  1-800-874-8647,  e.xt.  14.  Ask 
about  our  customerize  assessment  and  com- 
plimentary customerize  Information  Kit. 
And  discover  how  a  customerized  flow 
of  information  can  yield  a  torrent  of 
competitive  advantages  for  your  business. 

CUSTOMERIZE  is  a  service  mark  of  Unisys  Corporation 


The  9  0™  Anniversary  LeSabre 


Leave  the  sticker  on, 
and  show  everyone  how 
smart  you  are. 


Or  take  it  off, 
and  let  them  think  you 
paid  thousands  more. 


Value.  It's  spelled  out  right  there  in 
black  and  white,  at  the  bottom  of  the 
sticker.  The  price  of  the  90th 
Anniversary  Buick  LeSabre.* 

If  you  need  more  proof  of  LeSabre's 
incredible  value,  consider  that  LeSabre 
has  the  highest  resale  value  in  its 
class.**  Then  look  at  the  sticker  again. 

You'll  see  that  this  car  comes  equipped  with  a 
long  list  of  standard  equipment,  including: 
•  3800  V6  engine  *  air  conditioning  •  power 


.— -r^«.c     ■.srx.'r..  „ 

19  28 

$18,999 

BUICK  driver  seat  and  antenna  •  driver  air  bag 

•  ABS  brakes  •  power  windows  and 
door  locks  •  AM-FM  stereo  cassette 

•  DynaRide®  suspension  •  PASS-Key® 
theft-deterrent  system  •  special  90th 
Anniversary  badging. 

The  90th  Anniversary  LeSabre  is  our 
anniversary  gift  to  you.  So  drive  one  home.  Oh, 
about  the  sticker— go  ahead,  take  it  off.  Keep  them 
guessing.  For  more  information,  see  your  Buick 
dealer  today  or  call  1-800-4A-BU1CK. 


*MSRP  includes  dealer  prep  and  destination  charge  Tax  and 
license  are  additional  ** Information  from  IntelliChoice.  Inc's 
1993  The  Complete  Cur  Co^t  Guide 


buick: 


LeSabre  Is  a  registered  trademark  o(  GM  Corp. 
©1993  GM  Corp  All  rights  reserved 

Buckle  up,  America!  I  ™  I 


ustries 


LINES  I 


HE  BIG  TIME  BECKONS 
HE  SMALL  BIRDS 


iw  routes  could  mean  quick  growth-and  major  airline-style  risk 


,  M^ith  annual  losses  that  meas- 
l^^w  lire  in  the  billions  and  woes 
Wwr  that  seem  only  to  multiply, 
i  airline  industry  is  hardly  a  haven  for 
testers.  Yet  when  a  carrier  called 
mair  Inc.  had  a  secondary  offering  on 
b.  19,  to  raise  money  for  new  jets, 
/estors  rushed  aboard.  The  stock,  in- 
duced at  23'A,  rose  to  26!4  on  the  first 
y.  The  issue  was  oversubscribed,  sell- 
j  2  million  shares  instead  of  the 
mned  1.7  million.  "There  was  a  lot  of 
mand  from  some  very  good  institu- 
ns,"  says  John  R.  Barber,  a  managing 
'Bctor  at  Kidder,  Peabody  &  Co., 
lich  co-sponsored  the  offering.  Com- 
a's stock  recently  traded  around  30. 
Welcome  to  the  high-flying  world  of 
mmuter  airlines.  While  the  major  car- 
!rs  continue  to  suffer,  once  lowly  com- 
pters, which  operate  as  partners  to 
e  big  airlines,  are  flourishing.  And  for 
e  half-dozen  commuter  lines,  or  re- 
onal  airlines,  that  trade  publicly,  the 
mp  in  market  values  has  been  aston- 
ling  (chart).  In  the  past  18  months, 
6  stock  price  of  Mesa  Airlines  Inc., 
e  nation's  largest  commuter  carrier, 
s  more  than  quintupled,  to  $36. 
iW  FRILLS.  The  changing  shape  of  the 
■line  industry  is  propelling  the  com- 
jters  to  new  heights.  In  the  past,  com- 
aters  mostly  served  routes  of  less  than 
'0  miles,  deemed  too  short  and  too 
:htly  traveled  for  the  majors.  But  now, 
e  ailing  big  carriers  have  begun  aban- 
ming  unprofitable  service  on  short  jet 
utes  under  1,000  miles.  That  lets  the 
gionals  move  in  with  their  fleets  of 
-to-72-passenger  propeller  planes. 
Events  are  moving  rapidly:  In  Febru- 
■y,  four-year-old  Atlantic  Coast  Air- 
les  tripled  its  service  on  six  routes 
om  United's  Dulles  Airport  hub,  out- 
le  Washington.  Delta  has  announced  it 
ill  move  regional  partner  Atlantic 
)utheast  Airlines  Inc.  (ASA)  into  eight 
'Utes  it  now  flies  out  of  Dallas.  Ameri- 
.n  Airlines,  which  owns  its  four  Amer- 
an  Eagle  commuter  lines,  and  usAir, 
hich  doesn't,  have  made  similar  shifts. 
But  the  growth  isn't  coming  without 
sks.  Some  commuters,  such  as  Com- 
r,  are  buying  small  jets,  which  are 
ore  expensive  to  operate.  Labor  costs 


may  rise.  And  regionals  still  are  held 
hostage  by  the  majors,  who  can  horn 
in  on  more  lucrative  routes  or  leave 
their  smaller  partners  stranded  if  they 
pull  out  of  a  major  hub.  StatesWest  Air- 
lines went  bankiupt  last  year  after  USAir 
retreated  from  the  California  market. 
The  big  airlines  can  also  hurt  regionals' 
margins  by  renegotiating  the  rates  they 
pay  for  flight  segments.  They  say  they 
have  no  such  plans,  but  "all  it  takes  is  a 
push  of  the  pencil,"  says  airline  analyst 
Cameron  Burr  of  First  Equity  Develop- 
ment, a  Stamford  (Conn.)  investment 


some  hubs.  A  preponderance  of  busi- 
ness travelers  allows  the  commuters  to 
charge  relatively  steep  fares.  And  that, 
combined  with  low  wages  and  lower  fuel 
costs,  gives  them  higher  margins  than 
major  airlines  could  ever  dream  of: 
Many  commuters  enjoyed  double-digit 
margins  last  year  while  their  larger 
counterparts  haven't  seen  profits  in 
three  years.  "It's  an  entirely  different 
market"  from  the  majors,  says  Richard 
Milling,  a  vice-president  at  Boullioun 
Aviation  Services,  an  airline-financing 
concern  in  Bellevue,  Wash. 


350- 


FLYING  CIRCLES  AROUND 
THE  MAJOR  CARRIERS 


MAJORS 


MAR.  18,  '91 
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DATA:  BRIDGE  INFORMATION  SYSTEMS  INC.,  BW 


ATLANTIC  COAST  AIRLINES  ACA  operates  as 
a  United  Express  carrier  from  Washing- 
ton's Dulles.  May  soon  go  public. 
ATLANTIC  SOUTHEAST  AIRLINES  Delta 
Connection  carrier  with  hubs  in  Atlanta 
and  Dallas.  Is  now  picking  up  new  routes 
in  Dallas  as  Delta  retrenches. 
COMAIR  Delta  Connection  carrier  with 
big  plans  to  expand  service  from  hubs 
in  Cincinnati  and  Orlando. 
MESABA  AIRLINES  Operates  as  Northwest 
Airlink  out  of  Detroit.  Trades  under 
parent  company  name,  Airlran. 
MESA  AIRLINES  Regional  airline  that  has 
been  transformed  through  acquisition 
into  the  country's  largest  commuter.  It 
operates  six  carriers  for  United,  USAir, 
and  America  West  hubs.  Runs  a  seventh, 
independent  carrier  in  New  Mexico. 
SKYWEST  A  Delta  Connection  carrier 
operating  from  hubs  in  Salt  Lake  City 
_    and  Los  Angeles.  Is  considering 
93    expanding  to  jet  service. 

■AIRTRAN,  ATUNTIC  SOUTHEAST,  COWAIR,  MESA,  SKYWEST,  STATESWEST 


banking  firm  that  specializes  in  airiines. 
"Regionals  live  and  die  by  the  majors." 

Regional  carriers  are  tiny  compared 
with  the  majors.  As  a  group,  the  coun- 
try's 150  commuters  carried  10%  of  all 
passengers  last  year  and  accounted  for 
only  2%  of  traffic.  But  small  as  they 
are,  these  carriers  have  prospered  by 
feeding  a  steady  flow  of  passengers  from 
second-tier  cities  into  such  hubs  as  At- 
lanta, Chicago,  and  Salt  Lake  City.  Prof- 
itable partnerships  with  dominant  air- 
lines often  mean  virtual  monopolies  at 


For  travelers,  this  will  mean  many 
more  trips  on  commuter  lines  than  be- 
fore. On  some  routes,  such  as  Dallas  to 
Oklahoma  City,  for  example,  passengers 
may  find  the  majors  offering  jet  service 
only  at  peak  periods,  with  commuters 
flying  the  routes  at  other  times.  Some 
markets  have  lost  jet  service  completely 
and  others  will  follow.  So  the  commuters 
are  scrambling  to  make  that  prospect 
palatable  to  flyers.  To  rid  the  industry  of 
its  puddle-jumper  image,  ASA,  Mesa,  and 
others  are  ordering  up  dozens  of  new 
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A  NEW  EQUAL  RIGHT; 
THE  CLOSE  SHAVE 


Sensor  for  Women  delivers  it  with  a  radical  shape 


planes  with  larger  cabins,  overhead  bag- 
gage compartments,  quieter  engines,  and 
more  sophisticated  navigational  electron- 
ics to  aid  flying  in  bad  weather. 

Those  rising  ambitions  could  drive 
commuters  into  rough  territory  if 
they're  not  careful.  Increasing  labor 
costs  loom,  as  low-paid  younger  pilots 
stay  at  their  jobs  longer  instead  of  mov- 
ing on  to  major  carriers.  The  highest 
pilot  wage  at  Comair  is  $50,000  now;  at 
Delta,  it's  four  times  that.  Comair's  plan 
to  fly  jets  holds  I'isks  that  have  pushed 
other  regionals  near  the  brink.  WestAir 
nearly  fell  into  bankruptcy  after  it  began 


A  commuter  could  develop 
a  good  market,  only  to  have  a 
major  airline  snatch  it  back 


flying  jets  into  the  San  Francisco  mar- 
ket. Even  Delta— which  holds  a  20% 
stake  in  Comair,  as  it  does  in  three  of  its 
four  commuters— concedes  the  Comair 
move  could  i^ackfire.  "The  risk  is  higher 
costs,"  says  Delta  marketing  executive 
Richard  Lowry. 

There's  also  the  dicey  possibiHty  that 
a  commuter  will  develop  a  good  mar- 
ket only  to  have  its  major-airline  partner 
take  it  back.  That  happened  to  Air  Wis- 
consin Inc.  five  years  ago,  when  United 
pushed  into  the  Chicago-Madison  and 
Chicago-Milwaukee  routes,  crowding  Air 
Wisconsin  nut. 

GROWING  nviNS.  Mesa  faces  proljlems  of 
another  kind.  The  airline,  which  has 
used  rapid  acquisitions  to  build  traffic, 
may  exj^erience  gi'owing  pains.  Although 
the  purchase  of  West  Air,  Air  Midwest, 
and  Aspen  Airways  has  helped  it  multi- 
ply revenues  eighteenfold  over  five 
years,  to  $316  million  last  fiscal  year, 
observers  say  the  carrier  may  run  into 
trouble  as  it  seeks  to  integi'ate  the  oper- 
ations. "Our  plate  is  full,"  concedes  Mesa 
CEO  Larry  L.  Risley,  who  figures  that 
cost-cutting  and  trimming  of  capacity 
will  keep  the  carrier  out  of  trouble. 

For  now,  investors  clearly  find  the 
upside  tantalizing  enough  to  put  aside 
worries.  Mesa,  Comair,  Sky  West  Air- 
lines, and  ASA  shares  all  trade  near  their 
52-week  highs.  Atlantic  Coast  Airlines  is 
readying  plans  to  go  public  soon. 

No  one  feels  headier  about  the  carri- 
ers' good  fortune  than  David  R.  Mueller, 
the  40-year-old  founder  and  CEO  of  Com- 
air. "If  you're  crazy  enough  to  want  to 
invest  in  an  airline,"  he  says,  "you  ought 
to  invest  in  one  like  this."  The  question 
is:  How  much  bigger  can  the  regionals 
get  before  they  get  too  big  for  their 
own  good? 

By  Eric  Schine  in  Los  Angeles,  wilh 
Andrea  Rot  Inn  an  in  Neiv  York 


Jill  Shurtleff  has  shed  blood  in  the 
line  of  duty.  Or  more  precisely,  her 
legs  have.  The  only  female  industri- 
al designer  in  Gillette  Co.'s  shaving  divi- 
sion, Shurtleff  was  handed  a  key  assign- 
ment five  years  ago:  Take  a  fresh  look 
at  the  women's  shaving  mai'ket,  a  niche 
that  had  long  been  neglected  at  male- 
oriented  Gillette.  So  Shurtleff  went  to 
her  local  drugstore,  bought  every  wom- 
en's razor  she  could  find,  and  tried  them 
herself.  Dozens  of  Band-Aids  later,  she 


came  to  a  startling  conclusion:  Nor 
worked  very  well.  "They  were  ergonon 
ically  terrible  for  women,"  she  says, 
realized  there  had  to  be  a  better  way. 

Shurtleffs  radical  solution  is  the  Sei 
sor  for  Women.  Introduced  last  summe 
the  $3.99  razor  sold  7.6  million  units  i 
the  first  six  months— far  more  than  th 
number  that  Gillette  had  budgeted  fc 
the  entire  first  year.  With  sales  of  $4 
million  in  just  those  six  months,  incluc 
ing  razor  blades,  Gillette  appears  t 
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ve  a  $100  million  winner  for  1993. 
The  product  has  easily  elV)owed  aside 
3  former  U.  S.  market  leader  in  wom- 
's  shaving  systems,  Personal  Touch, 
ide  by  Warner-Lambert  Co.'s  Schick 
V.  An  even  more  astonishing  meas- 
i  of  success:  Despite  its  midyear  intro- 
ction.  Sensor  for  Women  garnered 
%  of  its  market  in  1992,  according  to 
'ormation  Resources  Inc.,  a  Chicago 
irket-research  outfit. 
OR  UGHT.  Much  of  the  riizor's  popular- 
can  be  traced  to  its  startlingly  differ- 
t  design.  Flat  and  shaped  like  a  white 
.fer  with  a  gi-een  translucent  center,  it 
esn't  resemble  anything  else  on  the 
irket.  Like  many  successful  designs,  it 
sresents  a  fundamentally  new  solu- 
■n  to  an  unmet  consumer  need.  In 
lin  English,  it  works  better— some- 
ng  many  women  recognize  right  away, 
's  easier  to  hold  in  the  shower  be- 
ise  it  has  a  wide  handle,"  says  Terri 
etz,  a  homemaker  and  mother  of  two 
Marblehead,  Mass.  "And  it's  easier  to 
e  under  your  arms  and  in  hard-to- 
ich  places." 

That's  the  kind  of  reaction  that  Shurt- 
f  was  aiming  for.  A  31-year-old  gradu- 
3  of  the  Rhode  Island  School  of  De- 
Ti,  Shurtleff  started  at  Gillette  in  1984. 
e  redesigned  the  handle  for  the  Trac 
in  1988.  But  in  designing  the  new 
)men's  razor,  she  decided  to  ignore 
isting  products  and  start  with  a  clean 
ite.  She  began  with  a  basic  question: 
)w  do  women  shave? 
The  short  answer  from  Gillette  re- 
archers  was:  very  differently  from 
in.  The  average  American  woman 
.aves  nine  times  more  surface  area 
an  a  man,  repeats  the  process  2.5 
aes  a  week,  and  changes  blades  10 
nes  a  year.  And  unlike  men,  who 
ave  in  front  of  a  well-lit  mirror,  most 
men  perform  their  ritual  in  a  slip- 
ry,  often  poorly  lit  tub  or  shower, 
omen  also  shave  parts  of  the  body 
ey  can't  see  well,  such  as  underarms 
d  backs  of  thighs.  Not  surprisingly, 
llette  found  that  most  women  com- 
iined  about  nicks  and  cuts  and  viewed 
aving  as  an  unpleasant  chore. 
Gillette  and  its  rivals  had  long  mar- 
ted  women's  razors,  starting  with 
Uette's  own  Milady  Decolletee  in  1915. 
it  most  were  simple  variants  of  the 
iditional,  T-shaped  razor.  "The  general 
proach  was  to  take  a  man's  razor, 
ange  the  handle  a  bit,  color  it  pink, 
d  say,  'Here,  honey,  this  is  for  you,  " 
ys  John  M.  Darman,  director  of  new 
aving  products  at  Gillette.  Most  wom- 

shunned  the  so-called  women's  ra- 
rs,  opting  instead  to  use  hubby's  razor 

cheap  disposables  made  for  men. 
Shurtleff  decided  that  the  T  shape, 
th  its  long,  thin  handle,  was  all  wrong 
T  women.  It  was  designed  to  provide 
en  with  the  fine-motor  control  needed 


to  shave  a  face.  But  when  used  in  hard- 
to-see  places  by  women,  that  same  ease 
of  rotation  often  resulted  in  the  razor 
being  held  at  an  incorrect  angle.  And  a 
badly  angled  blade  is  the  cause  of  most 
cuts,  especially  around  sensitive  ankles 
and  knees. 

The  Sensor  for  Women's  flat  handle, 
explains  Shurtleff,  is  designed  to  "align 
the  cartridge  with  the  hand."  With  two 
fingers  on  top  and  the  thumb  on  the 
bottom,  she  adds,  the  shaver  has  more 
control  over  the  blade's  angle.  The  han- 
dle's concave  center  aids  tactile  control 
and  also  guides  the  shaver's  hand  into 
the  best  position.  The  wavy  indentations 
on  the  handle  help  improve  the  grip. 

To  emphasize  the  break  with  past 
women's  razors,  Shurtleff  and  her  col- 
leagues wanted  to  avoid  the  stereotypi- 


HANDLE 

A  flat,  wafer-shaped  handle 
aligns  the  razor  directly  with 
the  shaver's  hand,  giving  more 
control  in  hard-to«ee  places 


When  the  razor  was  first  shown  to  a 
focus  group  in  Chicago,  Shurtleff  was 
sitting  behind  a  two-way  mirror.  "You 
should  have  seen  the  expressions  on 
their  faces,"  she  recalls.  The  new  shape 
startled  them  and  they  looked  at  the 
razor  in  puzzlement.  But  two  weeks  lat- 
er, when  the  panel  of  women  met  again 
after  using  the  razors  at  home,  Shurtleff 
says,  "they  didn't  want  to  give  them 
back.  It  was  phenomenal." 
TOO  SLIPPERY?  Not  everyone  at  first  ap- 
plauded the  design.  "I  immediately  dis- 
liked it  on  aesthetic  grounds,"  says  Sta- 
cy A.  Walsh,  an  industrial  designer  with 
Smart  Design  Inc.,  a  New  York  design 
house.  She  believes  that  a  rubbery  ma- 
terial might  have  been  better  for  the 
bathroom  than  the  razor's  hard  plastic. 
But  after  trying  it,  she  confesses,  "I  was 
surprised,  because  it  works  very  well.  It 
gave  me  a  tactile  understanding  of 


WAVY 
INDENTATIONS 

These  help  prevent  the 
razor  from  slipping 


cal  pink  color.  Hence  the 
white  base  and  aqua  center, 
intended  to  evoke  a  clean,  wa- 
tery feeling.  Stereotyping  was  also  an  is- 
sue in  naming  the  new  product.  Lady 
Sensor  was  discarded  as  laden  with  neg- 
ative emotions.  Sensor  for  Women  was 
seen  as  more  honest  and  direct. 

Shurtleff's  design  posed  a  number  of 
manufacturing  challenges.  The  green 
handle  insert  was  a  particularly  thorny 
one.  Getting  a  piece  of  plastic  that  thick 
to  be  crystal-clear  gave  Gillette  engi- 
neers fits.  Shurtleff  rejected  a  cheaper, 
two-piece  insert  because  water  could 
leak  in  and  cause  the  plastic  to  cloud.  It 
took  months  to  devise  a  cost-effective 
solution. 

BIG  BRUTES.  The  unusual  design  had  to 
overcome  skeptics  Ijoth  inside  and  out- 
side Gillette.  When  Shurtleff  presented 
it  to  top  managers,  she  says,  some  of 
the  men  "gi-al^bed  it  like  a  club."  Women 
execs  caught  on  immediately. 


Easy-to-use  patented  cartridge- 
loading  system  is  nearly  identical 
to  original  Sensor  and  is  mounted 
at  a  46<legree  angle,  a  compro- 
mise between  ideal  angles  for 
shaving  legs  and  underarms 


where  my  hand 
was." 

Sensor  for  Wom- 
en uses  an  almost  identical  cartridge  to 
the  extremely  successful  original  Sen- 
sor, which  broke  new  technological 
ground  when  it  was  introduced  in  1990. 
The  Sensor's  twin  blades  are  each 
mounted  on  tiny  springs,  allowing  them 
to  freely  move  in  and  out,  reducing 
nicks  and  cuts. 

Gillette  intends  to  boost  advertising 
for  Sensor  for  Women  this  spring,  tradi- 
tionally a  period  of  heavy  market  activ- 
ity as  snow-weary  women  get  set  for 
bare  legs  and  beachwear.  And  while 
most  new  products  generate  losses  for  a 
year  or  two,  Gillette's  Darman  says  the 
razor  is  already  in  the  black.  Shurtleff 
says  her  design  has  succeeded  "beyond 
my  wildest  dreams.  It's  any  designer's 
fantasy."  Now  she  can  shift  her  Band-Aid 
box  to  the  back  of  the  medicine  chest. 

By  Mark  Mareniont  in  Bot^ton 


3N 
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BIG  BROTHER  IS  GROCERY 
SHOPPING  WITH  YOU 


Sales  pitches  in  the  aisles,  on  carts,  and  at  the  checkout  counter 


out 


\ 


Imaf^ine  a  supermarket  where  store 
shelves  talk  to  you.  Blinking  lights 
lui'e  you  to  coupon  disjjensers.  Over- 
head electronic  t)oar(ls  urge  you  to  buy, 
buy,  Iniy.  Your  shopping  cart  suggests  a 
recipe  for  fettuccine  Alfredo— and  tells 
you  where  the  Pampers  are.  At  the 
checkout,  you  watch  ads  on  a  TV  moni- 
tor. And  as  the  cash  register  scans  the 
barcodes  of  your  purchases,  other  giz- 
mos flash  commercials  at  you,  spit 
even  more  coupons,  and  keep 
track  of  your  fi'efjuent-shop- 
per  points. 

It  may  be  your  vision  of 
supermarket  hell,  but  to 
marketers  and  retailers,  it 
sounds  like  paradise. 
Their  logic:  If  they  get 
you  where  you  shop  and 
at  the  actual  moment  when 
you  decide  to  buy,  they  can 
score  gains  not  possible  with 
plain  old  TV  ads  and  coupons 
in  the  Sunday  papers. 
WHO'S  BORED?  But  the  prob- 
lem with  heaven,  as  the  old  say 
ing  goes,  is  what  you  have  to  do 
to  get  there.  Already,  high  costs 
and  unforeseen  glitches  have 
produced  heavy  casualties  among 
in-store  marketers.  In  late  Febru- 
ary, Tiu-ner  Broadcasting  System 
Inc.  took  a  S16  million  write-down 
to  pull  the  plug  on  its  in-store  Check- 
out Channel.  The  venture  installed  T\' 
monitors  to  beam  Cable  News  Net- 
work at  bored  shoppers  in  checkout 
lines.  But  the  ads  on  CNN  weren't  neces- 
sarily for  things  stocked  by  the  stores. 
And  consumers  didn't  need  to  be  enter- 
tained. "Ff)ur  and  a  half  million  copies  of 
the  National  Enquirer  are  read  on  super- 
market lines"  each  week,  says  Alan 
Gottesman,  media  analyst  at  PaineWeb- 
ber  Inc.  Turner  will  stick  with  a  similar 
program  for  airpoi'ts. 

Another  highly  promoted  venture, 
VideOcart  Inc.,  recently  reported  a  1992 
loss  of  $25  million  on  sales  of  S7  mil- 
lion. The  stock  is  l)Ouncing  around  4, 
down  ft-om  17.  "There  are  skeptics  galore 
on  VideOcart,"  admits  VideOcai-t  Chief 
Executive  John  Malec.  VideOcart's  prod- 
uct: a  shopping  cart  equipped  with  a 


monitor  that  can,  for  example,  offer  elec- 
tronic couponing  or  store  maps.  The 
problem:  It  costs  VideOcart  $100,000  to 
install  the  system  in  a  store,  and  the 
company  needs  to  be  in  400  stores  to 
make  money.  So  far,  shoppers  are  push- 
ing VideOcarts  in  only  230.  Malec  says 
that  VideOcart  will  hit  the  critical  mass 
to  churn  out  profits  l^y  1994. 

Not  all  in-store  marketers  are  coming 
to  gi'ief  on  Aisle  3.  Catalina  Marketing 
Corp.  of  Anaheim,  Calif.,  is  turning  a 
profit  on  a  relatively  simple  system  it 


9HT0RE  WINNERS  AHD 


Catalina  Marketing  A  winner:  Dispenses  coupons 
at  checkouts  in  5,500  of  the  nation's  supermarkets 

Actmedia  Has  successfully  installed  ads  on  shopping 
carts  and  simple  coupon  dispensers  in  store  aisles 

\  VideOcart  Its  screens  turn  shopping  carts  into 
marketers,  but  high  expenses  mean  big  losses 

Turner  Private  Networks  Shutdov/n  a  service 
that  installs  TVs  to  broadcast  CNN  at  checkouts 


DATA  COMPANY  REPORTS, 
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has  installed  in  5,500  stores.  To  encour- 
age consumers  to  switch  from  another 
cookie  brand  to,  say,  Nabisco's  Chips 
Ahoy,  Catalina's  system  spits  out  a  dis- 
count coupon  for  Chips  Ahoy  each  time 
the  scanner  reads  the  baix-ode  for  a  ri- 
val brand.  If  Nalnsco  wants  Chips  Ahoy 
munchers  to  try  other  Nabisco  products, 
Catalina  can  spit  out  a  coupon  for  those. 
"The  name  of  the  game  is  to  market  di- 
I'ectly  to  the  right  consumer,"  says  Cat- 
alina President  George  W.  Off. 

According  to  data  trackers  A.  C.  Niel- 
sen Co.,  an  average  of  9.4%  of  Catalina's 


checkout  coupons  are  eventually  i- 
deemed  at  stores,  compared  with  2.5%  ( 
fi-ee-standing  coupons— the  kind  that  e 
pear  in  the  Sunday  papers.  This  ye< 
PaineWebber's  Gottesman  figures  th 
Catalina  will  genei'ate  $72  million  in  n 
enues,  a  38%  hike  from  1992,  and  prof 
should  double  to  almost  $10  million. 

Still,  Catalina  has  a  cost  problem 
its  own.  Its  coupons  cost  an  average 
7C  apiece,  compared  with  less  than 
penny  for  those  in  the  Sunday  papei 
Both  Clorox  Co.  and  PepsiCo  Inc.,  or 
time  customers  that  l)oth  acknowled) 
strong  results  from  Catalina,  ha' 
stopped  using  the  service  while  they  c 
cide  whether  it  brings  in  enough  ne 
customers  to  waiTant  the  expense.  Evi 
so,  Catalina  will  probably  introduce  i 
service  in  another  1,500  stores  by  199 
And  it  will  soon  move  into  music  ston 
in  a  joint  venture  with  San  Francisc 
based  I-Station  Inc.,  whose  electron 
kiosks  enaljle  customers  to  heai"  excerp 
l)efore  buying  recordings. 

A  few  other  in-store  pr 
grams  also  show  promise.  A 
vanced  Promotion  Technologii 
Inc.  has  developed  an  electro 
ic  checkout  device  that  di 
penses  coupons  and  plays  sho 
commercials  on  a  video  scree 
In  34  stores  now,  but  soon 
'\\  be  in  722,  APT's  Vision  Vah 
"  Network  offers  credit  or  deb 
cards  that  double  as  frequen 
shopper  cards.  Users  can  k 
points  redeemal)le  for  items  su( 
as  vc'Rs.  The  card  also  providi 
manufactui-ers  and  retailers  wil 
demogTaphic  data  to  target  spec 
ic  Iniyers  and  bring  in  repeat  cu 
tomers.  A  Nielsen  study  conclu 
ed  that  an  apt  program  in  or 
chain  delivered  a  9%  boost  in  ma 
ket  share  for  participating  brand 
The  six-year-old  Deerfield  Beac 
(Fla.)  company  lost  more  than  $11  m 
ion  last  year  because  of  startup  cost 
But  Vons  Cos.,  Southern  California 
largest  supermarket  chain,  has  agi'eed 
pay  $5  million  for  nearly  10%  of  AP 
And  Procter  &  Gaml)le  owns  24%. 

Actmedia,  leased  in  Norwalk,  Conr 
has  long  had  a  simple  recipe  for  in-stoi 
success:  coupon  dispensers  located  ne; 
to  jn-oducts  in  .store  aisles.  Now,  tl 
$18ti  million  company  is  testing  a  devi( 
that,  perched  next  to  a  product,  emits 
10-second  pi'omotional  message  at  tl 
in-ess  of  a  button.  Of  course,  in-stoi 
marketers  hope  that  shoppers  will  I 
the  ones  who  get  their  buttons  presse 
as  they  wheel  their  carts  dowii  the  aisl 
Bi/  Ronald  Grove)-  in  Anaheim,  Cali) 
Laura  Zinn  in  New  York,  and  Irene  Rec 
in  Miami 
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3n  Its  Astounding  Journey  Across  Many  Countries,  The 
VIonarch  Lands  In  Thousands  Of  Places. 


Even  Alitalia  Doesn't  Land  In  So  Many  Destinations. 


But  Alitalia  does  make  it  easy  for  you  to  fly 
to  Italy  and  then  to  115  cities  in  57  countries 

around  the  world. 
To  all  of  Europe,  Africa,  the  Near,  Middle 
and  Far  East,  North  and  South  America  and 
Asia.  And  to  26  cities  in  Italy  itself. 
Nothing  But  Nonstops  And  Widebodies. 
Easy  because  Alitalia  flies  the  most  nonstops  and 
only  widebodies  from  New  York,  Boston, 
Miami,  Chicago  and  Los  Angeles  to  Rome  and  Milan. 

Exclusive  Business  Class  Terminal. 
Only  Alitalia  has  a  separate  terminal  in 
Rome  exclusively  for  business  class  travelers 
with  its  own  passport  control. 
Swift,  Stressless  Connections. 
Flying  from  the  U.S.  through  our  hub  terminal  in 
Rome,  you  can  make  hassle-free  connections 
to  Alitalia  locations  in  Italy  and  beyond 
with  through  check-in  and  no  customs  until  your 

final  destination. 
Let  Alitalia  take  you  to  Italy. 
To  the  world.  Gracefully  Gently  Beautifully. 
For  information  or  reservations,  call 
your  travel  agent  or  Alitalia  at  1-800-223-5730. 


Alitalia  is  a  participant  in  the 
mileage  programs  of 
Continental,  United  and  USAir. 


/Ilicalia^ 


Alitalia  first.  The  rkst  is  has  v. 


DAVIS  WORKS 
THE  PHONEiti 
"DIAL  MANIA 
IS  A  DISEASB" 
TO  BE  AVOIDID 


^orooration 


PARAMOUNT  IS  ON 

THE  PROWL  BUT  FOR  WHAT? 


Wall  Street  would  like  a  megadeal,  but  Davis  has  yet  to  deliver 


Ask  Marty  Davis  aliout  deals,  and 
lie  drums  his  fingers  impatiently 
on  the  desk  toj).  Sure,  he  has 
heai'd  all  the  rumors:  Paramount  Com- 
munications Inc.  may  buy  NBC  Inc.  The 
company  is  talking  to  Turner-  Broadcast- 
ing System  Inc.  Maybe  Paramount  will 
merge  with  Viacom  Inc.  Or  Capital  Cit- 
ies/ABC  Inc.  Davis  used  to  keep  clip- 
pings of  rumors  in  his  desk  drawer. 
Now,  the  chairman  of  Paramount  is  so 
tired  of  gossip  that  he  has  thrown  them 
out:  "There's  no  point  to  it,"  he  snaps. 

Maybe  not.  But  the  rumors  aren't  go- 
ing to  disappear  easily.  Ever  since  Mar- 
tin S.  Davis  grabl)ed  headlines  with  his 
bid  for  Time  Inc.  in  ]!>89.  Wall  Street 
has  suspected  that  Davis  would  try  to 
pull  off  another  l)lockbuster  deal.  And 
now,  a  growing  numl^ei'  of  analysts  and 
shareholders  believe  a  merger  is  the 
only  solution  to  Paramount's  tepid  per- 
formance. Unless  the  compiiny  broadens 


its  reach  and  array  of  assets,  they  con- 
tend. Paramount  will  remain  a  $4.2  l)il- 
lion  bantam  in  a  world  ruled  by  $12  bil- 
lion heavyweights  such  as  Time  Warner 
Inc.  and  Bertelsmann. 

The  scuttlebutt  is  also  prompted  by 
concerns  about  succession.  Davis  turned 
6(i  in  February,  and  while  the  tenacif)us 
CKo  says  he  luis  no 
plans  to  step  down,  he 
hasn't  yet  groomed  an 
heir  who  can  easily  fill 
his  place.  Stanley  R. 
Jaffe,  Paramount's  jires- 
ident  since  lOS^tl,  won 
renown  as  a  film  pro- 
ducer. But  even  his  ad- 
mirers wondei'  how  he 
would  navigate  the 
company  into  the  multi- 
media future.  "I'm  not 
sure  how  involved  he 
gets  in  bi-oader  strate- 


NOT  PARAMOUNTi 
AMONG  ITS  PEERS 


PARAAAOUNT  STOCK  VS 
AVERAGE  OF  I)  PEER 
  COMPANIES  


gy,"  says  Mario  J.  Gabelli,  a  money  ma? 
ager  who  is  also  Paramount's  single  lar; 
est  shareholder. 

Also  whetting  Wall  Street's  appetit 
for  a  deal  is  Paramount's  cash  hoan 
After  selling  off  dozens  of  nonmedia  a 
sets  that  belonged  to  Paramount's  pred' 
cessor  company,  Gulf  &  Western  Indu, 
tries  Inc.,  Davis  has  nearly  $1  billio 
on  hand.  But  the  cash  is  earning  paltr 
interest  these  days.  "I  would  ask  him, 
this  the  miost  fi'uitful  use  of  your  cash?' 
says  Porter  Bibb,  an  investment  bank( 
who  brokers  media  deals  at  Ladenburj 
Thalmann  &  Co. 

The  answer  is  no,  Davis  concede; 
But  he  insists  he  won't  be  stampede 
into  a  misguided  deal  by  the  Street.  D; 
vis  says  Paramount  is  not  for  sale,  eve 
though  the  board  would  consider  an 
"bona  fide"  offer.  "It  doesn't  take  a  rod 
et  scientist  to  make  an  acquisition,"  1: 
declares.  "But  it  takes  common  sense  1 
do  it  right.  This  deal  mania  is  a  diseas 
that  we  ought  to  get  away  from." 
LOFTY  NAME.  That  may  sound  ironi 
coming  fi'om  a  man  who  once  offere 
$12  billion  for  Time.  Indeed,  sharehok 
ers  are  in  no  mood  to  applaud  his  nev 
found  prudence,  especially  while  Par; 
mount's  stock  languishes.  Since  peakir 
after  the  Time  bid,  the  company's  stoc 
has  trailed  that  of  such  peers  as  Wa 
Disney  Co.  and  Cap  Cities  (chart).  Th 
performance  has  led  two  shai-eholders- 
the  state  pension  funds  of  Connectici 
and  Wisconsin— to  protest  the  bonust 
paid  to  Davis  and  four  other  senior  exe 
utives  a  week  before  Paramount's  r( 
cent  annual  meeting. 

Shareholders  might  be  more  patient 
the  company  were  living  up  to  its  loft 
name.  Davis  oversees  a  dazzling  portf( 
lio  from  his  New  York  headquarters.  I 
addition  to  the  fabled  studio,  the  comp; 
ny  owns  a  TV  divisicm,  book  publisher  S 
mon  &  Schuster  Inc.,  which  it  recentl 
renamed  Paramount  Publishing,  an 
Madison  Squai'e  Gai'den  Corp.  Yet  Dav 
hasn't  been  able  to  wring  reliabl 
growth  out  of  Paramount.  After  mor 
in  1992,  the  comjiany 
net  income  plunge 
95%,  to  $900,000,  a 
revenues  tumbled  12^ 
to  $943  million,  in  th 
first  quarter  of  1993. 

Paramount  blame 
most  of  the  decline  on 
weak  film  lineup.  Wit 
few  Christmas  release: 
and  with  flops  such  a 
Leap  of  Faith  and  Th 
Temp,  Paramount  Pic 
tures  recently  ranke 
dead  last  out  of  10  m£ 
ior  studios  in  marke 


than  doublint 
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arc,  with  only  !.!•'/"  ol'  [hv  liox  office. 
1  Davis  promises  a  strong  comeback  in 
e  second  half  of  1993.  And  Para- 
aunt's  studio  does  seem  poised  for  a 
bound  with  such  eagerly  anticipated 
ms  as  The  Firm,  based  on  John  Gr- 
lam's  best-seller,  and  Sliver,  starring 
isic  Instinct  bombshell  Sharon  Stone, 
edia  analyst  Lisbeth  R.  Ba:-ron  of  S.  G. 
arburg  &  Co.  estimates  that  Para- 
ount's  1998  net  income  will  rise  5.6%, 

$285  million,  on  I'evenues  of  $4.7  bil- 
iin.  Such  high  hopes  have  buoyed  the 
ock  in  recent  weeks. 

But  the  stiri'ing  in  the  share  price 
30  reflects  renewed  murmuring  about  a 
erger.  Investment  bankers  and  rival 
edia  execs  tick  off  a  list  of  possibil- 
•.es  (table).  Frequently  mentioned  is 
ipital  Cities/ABC.  The  ABC  television 
;twork  would  be  a  valuable  distribution 
lannel  for  Paramount  programs.  Even 
itter,  Cap  Cities  may  be  in  the  mood 
■  deal:  CEO  Daniel  B.  Burke  told 
lalysts  last  De-^ember  that  he 
as  willing  to  spend  $5  billion  on 
1  acquisition.  NBC  is  often  men- 
Dned  too,  because  of  its  restless 
vner.  General  Electric  Co. 

Still,  government  regulations 
•e  a  steep  barrier  to  a  deal  with 
ther  company.  The  Federal  Com- 
unications  Commission  prohibits 
broadcast  network  from  reaping 
rofits  from  reruns  of  its  pro- 
rams.  So  if  Paramount  bought 
BC  or  merged  with  Cap  Cities,  it 
)uld  lose  revenues  from  the  syn- 
ication  of  shows  such  as  Cheers 
'  Wings.  The  FCC  may  relax  its 
lies  later  this  year.  But  Davis, 
ir  one,  isn't  counting  on  it. 
NY  BITES.  Next  on  the  list  of  ru- 
lored  companies  are  two  cable 
rogrammers:  Turner  Broadcast- 
ig  System  and  Viacom.  With 
leir  CNN  and  MTV  networks,  each 
'ould  catajiult  Paramount  into  the 
;ad  in  the  fast-gi"owing  world  of 
^ble  networks.  But  both  present 
ettlesome  issues  of  control.  To 
uy  Turner,  Davis  would  have  to 
egotiate  with  cable  giants  Tele- 
communications Inc.  and  Time  Warner, 
'hich  each  own  roughly  one-fifth.  Time 
Earner  says  it  wants  to  "monetize"  its 
take.  How?  Maybe  by  selling,  but  the 
ompany  says  it  has  other  options. 

As  for  Viacom,  Chairman  Sumner  M. 
bedstone  owns  76%  of  the  company  and 
/ould  probably  want  control  of  any 
lerged  company.  Davis  insists  that  he 
/ould  judge  any  deal  by  its  value  to 
hareholders.  But  people  who  know  him 
/ell  say  that  Davis  hasn't  taken  orders 
ince  he  succeeded  former  CEo  and  cor- 
porate strongman  Charles  Bludhorn  in 
983,  and  he  isn't  about  to  start  now. 

Davis  may  find  all  the  chatter  about 
leals  annoying.  But  the  onetime  press 


agent  knows  he  can't  avoid  it.  So  he  of- 
fers a  sh<)t)ping  list  of  more  bite-size 
purchases.  Davis  says  any  new  asset 
must  squeeze  more  out  of  Paramount's 
entertainment  and  publishing  proper- 
ties. That's  why  he  paid  $400  million 
last  August  for  Kings  Entertainment,  a 
chain  of  regional  theme  parks.  Para- 
mount is  remodeling  the  ])arks  with 
rides  based  on  films  such  as  Top  Gun. 
And  Davis  might  buy  more  parks. 
KIDS'  BOOKS.  Davis  is  also  prowling  for 
more  TV  stations  to  add  to  his  current 
six.  Paramount  jiroduces  an  impressive 
20Kj  hours  of  syndicated  fare,  includ- 
ing the  hit  Star  Trek:  Deep  Space 
Nine.  With  some  larger  stations,  it 
would  be  able  to  assemble  an  ad  hoc 
network,  supplying  them  with  its  pro- 
gi'ams  and  selling  the  stations  to  ad^ 
vertisers  as  a  package.  Davis  is  also 
interested  in  recorded  music:  Bank 
ers  say  he  would  like  to  buy 


And  he  pr'edicls  more  success  with  Phil- 
ip Rcjth's  Operation  Shijlock. 

Along  with  these  forays,  Davis  has 
finally  assembled  a  stable  management 
team.  The  revolving  door  that  has  long 
plagued  Paramount  seems  to  have 
slowed  down  a  bit.  Jaffe's  tough  style 
may  have  played  a  part  in  Branflon  Tar- 
tikoffs  resignation  as  studio  chief  last 
October.  But  since  then,  he  has  hired 
and  promoted  capable  executives:  His 
foriTier  partner.  Sherry  Lansing,  runs 
the  studio,  while  Kerry  McClug- 
gage,  a  respected 

STRONG  REBOUND  IN 
THE  SECOND  HALF  OF 
1993?  PARAMOUNT 
HAS  ITS  SIGHTS  SET  ON 
SUCH  PROPERTIES  AS 
PHILIP  ROTH'S  LATEST 
BOOK,  TOM  CRUISE  IN 
THE  FIRM,  AND  STAR 
TREK.-OEEP  SPACE  NINE 


TO  BUY  OR  NOT  TO  BUY 

Rumors  have  Paramount  buying,  merging,  or  being 
bought  by  any  number  of  big  media  companies. 
Here  are  some  possible  scenarios: 


ACQUISITIONS,! 


NBC  GE  wants  to  sell  the  network,  and  NBC  would 
guarantee  Paramount  distribution  for  its  programs. 
But  regulations,  which  could  change  this  year,  sti 
prohibit  a  studio  from  owning  a  network. 

TURNER  BROADCASTING  Would  transform  Para 
mount  into  a  cable  programming  powerhouse.  But 
major  shareholders  Tele-Communications  and  Time 
Warner  may  not  sell  their  stakes. 


MERGER 


VIACOM  Would  match  up  Paramount's  50%-owned 
USA  Network  with  MTV  and  Nickelodeon.  But  Via- 
com owner  Sumner  Redstone  could  demand  control 
of  any  merged  company. 


CAPITAL  CITIES/ABC  Has  indicated  a  desire  to  make 
a  multibillion-dollar  acquisition.  Some  analysts  sug- 
gest a  merger  is  also  a  possibility. 

DAIA  BUSINESSWEEK  COMPANY  REPORTS 


Philips'  Polygram  Records  or  Matsushi- 
ta's MCA  Records.  But  neither  company 
says  it  is  selling. 

Not  least,  Davis  is  flexing  his  muscles 
in  publishing.  He  plans  to  look  seriously 
at  the  college  and  children's  Ijook  divi- 
sions of  Macmillan  Inc.,  which  are  in 
liankruptcy  following  the  collapse  of 
owner  Roliert  Maxwell.  The  new  name 
of  Paramount's  $1.6  billion  book  divi- 
sion, he  says,  reflects  its  broader  focus. 
Insiders  say  the  change  rankled  Simon 
&  Schuster  Chairman  Richard  E.  Sny- 
der, with  whom  Davis  has  had  famously 
rocky  relations.  Snyder,  though,  insists 
he  is  content:  He  had  an  unexpected 
smash  with  Rush  Limbaugh's  memoirs. 


programmer  from  Universal,  runs  the 
television  arm.  Jaffe  stoutly  defends 
Davis'  refusal  to  rush  into  a  deal:  "I 
don't  think  some  people  understood  what 
the  hell  they  were  doing  in  the  '80s." 

Tiaie,  Davis  avoided  the  excesses  of 
that  era,  whether  l)y  luck  or  by  design. 
But  he  finds  himself  in  a  different  quan- 
dary: Paramount's  sharp  focus  and 
strong  balance  sheet  may  not  be  enough 
to  prevail  in  the  new  world  of  media  ti- 
tans. Unless  Davis  stakes  his  claim  soon, 
investors  will  wonder  whether  his  bold 
bid  for  Time  was  Paramount's  last 
chance  to  join  their  ranks. 

Bi/  Mark  Lonelier  in  New  York,  irilli 
Ronald  Givver  in  Los  Anqeles 
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xactly  how  fast 
graphics  performa 
Image"  Series  PCs? 


Let's  just  say  v^e  developed 
Image  Video  '  technology  expressly 
for  all  you  high-performance  speed 
demons  Fact  is,  we've  engineered 
our  Imiage  ■■  Series  PCs  with  a  power- 
ful  combination 
ofoursecond- 
generation  local 
bus  and  graphics 
accelerator,  allow- 
ing graphics  infor- 
mation to  trave 
directly  between 
the  CPU  and  video 
rr,  e  m  0  r  y  ,  so 
Windows  ■  IS  a  breeze  and  you 
can  sprint  through  today's  most 
demanding  graphics  applications 
Based  on  Intel's  powerful  486 
chip,  each  Image  Series  PC  has 
OverDrive"  capability  for  easy 
processor  upgradability  An  on-board 
SCSI  II  interface  means  you  can 
quickly  connect  to  a  wide  variety 
of  peripherals  And  with  our  new 
OptiBus  "  technology,  your  peripheral 
performance  is  up  to  30%  faster 
than  ordinary  systems.  We've  even 
made  it  easier  for  you  to  network 


NEC  has  the 
ultimate  system 
for  graphics 
applications: 
lightning-quick 
Image  Series  PCs 
with  integrated 
SCSI  II  interface, 
legendary  MultiSync 
FG  monitors,  and 
our  pioneenng 
CD-ROM  readers 
with  MultiSpin  " 
technology 


I 


your  PCs  with  an  optional  factory- 
iritegrated,  high-performance 
lOBaseT  tthfcrn«t"  adapter, 

Pius,  every  Image  Series  PC  is 
designed  with  True  Color  support  of 
up  to  16  8  million  colors  for  photo- 
realistic I  mi  ages,  as  well  as  our 
exclusivd  ImageSync  "  technology 
for  flawless  performance  when 
conr.ected  to  our  award-winning 


MultiSync'  FG  "  series  monitors  T 
result?  Clear,  flicker-free  imag 
without  any  adjusting 

So  call  1-800-NEC-INFO  ' 
Canada,  1-800-343-4418),  or  Nl 
FastFacts  '  at  1-800-366-0476 
IMAGE)  Then  hold  on  to  your  spo 


Because  ^  is  the  way  you  want  to 
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he 

e  of  NEC's 
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HEALTH  CARE  I 


HEALTH  CARE:  JUST  ADDRESS 
THE  BILLS  TO  CORPORATE  AMERICA 


Big  employers  that  now  pay  much  of  the  uninsured  freight  expect  reform  to  mean  relief.  It  may  not 


From  any  angle,  the  health-care  sys- 
tem in  the  auto  belt  is  being 
strained  to  the  breaking  point. 
With  the  economy  weak,  Detroit  area 
hospitals  have  been  hit  by  a  wave  of 
uninsured  patients  and  uncollectible  bills. 
Even  after  hiking  their  charges  to  pri- 
vate in.surers,  the  hospitals  still  lose  2<t 
on  every  dollar  of  revenue. 

The  employers  who  ultimately  foot 
the  bill  are  rebelling.  The  Big  Three 
auto  makers  calculate  that  28%  of  the  $6 
billion  they  paid  for  employee  health 
benefits  in  1992  provided  care  for  unin- 
sured patients  or  medicare  and  medicaid 
beneficiaries.  "We  still  have  Robin  Hood 
medicine  in  this  country,"  says  Chrysler 
Chairman  Robert  J.  Eaton. 

The  cost  of  subsidizing  the  people 
who  have  fallen  through  the  cracks  of 
the  health-care  system  is  a  key  reason 
many  companies  are  backing  President 
Clinton's  call  for  refoi'm.  They  are  count- 


ing on  reform  to  relieve  them  of  an  esti- 
mated $17.2  l)illion  in  "cost-shifting"— 
what  private  employers  pay  as  a  hid- 
den subsidy  to  take  care  of  the 
uninsured  and  underinsured.  The  em- 
ployers who  bear  the  subsidy  hope  that 
universal  coverage  for  the  37  million  un- 
insured could  allow  them  to  retrieve 
some  of  that  cash. 

DEEP  TROUBLE.  They  may  be  in  for  a  let- 
down. Just  extending  coverage  to  all  of 
the  uninsured  will  cost  at  least  another 
billion  a  year  (table)  that  the  gov- 
ernment doesn't  have.  So  Hillary  Rod- 
ham Clinton's  health  task  force  is  looking 
to  recoup  some  of  business'  savings.  "If 
you  bring  a  whole  new  gi'oup  into  the 
health  system,  you're  in  deep  trouble  if 
you  let  any  of  the  current  payers  get 
away  with  paying  less,"  says  consultant 
Donald  W.  Moran  of  Lewin-VHI  Inc.,  au- 
thor of  the  most  widely  cited  figures  on 
business'  cost-shift  burden. 


The  health-care  task  force  is  lookii 
at  ways  to  make  all  companies  pa 
Small  businesses  that  don't  offer  heal 
l)enefits  will  likely  have  to  provide  thei 
And  one  idea  to  finance  extended  cov€ 
age  that  the  Clinton  team  is  studying 
a  cap  on  tax  deductions  for  health-ins 
ranee  premiums.  If  that's  enacted,  er 
ployers  who  pay  the  most  for  heal 
care  may  get  the  highest  tax  bill. 

Even  so,  businesses  that  offer  benefi 
think  they'll  be  winners  under  heali 
reform.  Universal  coverage  will  help  e 
sure  that  more  Americans  receive  ro 
tine  medical  care  to  prevent  expensi^ 
illnesses,  which  should  help  slow  tl 
growth  in  the  nation's  health  tab.  "V 
would  like  to  see  more  people  if  we  hj 
the  resources,"  says  Ludwig  Spinelli,  e 
ecutive  director  of  Connecticut's  Bridg 
port  Community  Health  Center  Inc. 

Forcing  all  employers  to  offer  cove 
age  will  also  level  the  playing  field  f( 
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:h  small  t'm[)loyt'rs  as  liich- 

i  M.  TaKlienti,  who  offers 

/era^^e  for  his  15  employees 

Rogers  Insulation  Special- 
I  s  Co.  in  Norwood,  Mass. 
j  w  competitors  offer  such 
:  nefits,  and  with  costs  ris- 
"it's  getting  more  diffi- 

it  to  remain  legitimate  in 

s  business,"  Taglienti  says. 

lall  employers  also  hope  to 
' ;  a  sharp  cut  in  the  25%  to 

%,  of  their  premiums  that 

toward  insurance  sales  and 

ministrative  expenses. 

Companies  such  as  Thom- 

Industries  Inc.,  a  Louisville- 

sed  manufacturer,  believe 
I  iy  can  live  with  whatever 
'  i  Clintons  come  up  with. 

lile  the  company  could  pick 
i  additional  costs  through  a 

inge  in  the  tax  structure, 
I  -eduction  in  the  cost-shifting 
1  rden  could  slow  the  rise  of 
!  ;dical-coverage  costs  for 

omas's  3,000  U.  S.  employ- 

3,  says  Gilbert  R.  Grady  Jr., 

omas'  vice-president  for  em- 

)yee  relations:  "There  could 
some  positives  for  us." 
.  EE  RIDE.  That's  because  costs  are  shift- 
in  an  uneven  pattern,  with  high- 

ige,  heavily  unionized  industries  bear- 

r  the  brunt  because  of  their  generous 

nefit  packages  (table).  Employers  who 
iin't  offer  insurance  cause  part  of  the 
■  Dblem:  In  1991,  $1.7  billion  of  the  $10.8 
i  lion  in  hospitals'  bad  debt  and  charity 

:e  was  racked  up  by  uninsured  work- 

3  and  their  dependents. 

Many  companies  that  do  offer  minimal 

iurance  get  a  break  from  more  gener- 
1  s  employers.  A  store  clerk,  for  in- 

mce,  might  refuse  his  employer's  bare- 

nes  coverage  to  piggyback  on  the 

■her  plan  offered  by  his  spouse's  job. 

instruction,  wholesale,  retail  trade,  and 

^ler  services  are  net  winners  in  this 

orking  dependents"  cost  shift,  saving 

2.9  billion  in  1991. 

Business  also  subsidizes  the  federal 
vernment,  which  covers  about  25%  of 
e  population  through  two  programs: 
3dicare  for  the  elderly  and  medicaid 
-  the  poor.  Those  programs  operate 
der  price  controls  that  reimburse  hos- 
tals  at  80%  or  less  of  actual  costs. 
)spitals  and  physicians  shifted  $10.7 
lion  in  such  "undercompensated  care" 
privately  insured  patients  in  1991. 
With  double-digit  increases  in  health- 
re  costs,  business  isn't  waiting  to  slice 
ese  subsidies.  In  Los  Angeles,  employ- 
s  have  herded  85%  of  insured  patients 
DO  "managed-care"  plans  that  use  their 
ilume  clout  to  demand  hospital  dis- 
unts.  And  in  New  Jersey  and  New 
>rk,  self-insured  employers  have  won 
lings  overturning  state  regulations 


THE  BURDEN 
ON  INDUSTRY 


Under  today's  tangled  health-finance 
system,  employers  pay  an  estimated 
$  1  7.2  billion  subsidy  to  cover  the  costs  of  un- 
insured or  uncompensated  medical  care  through 
higher  insurance  premiums  and  other  charges. 
The  burden  isn't  spread  evenly  because 
of  differences  in  benefits  and  _ 
the  availability  of  insurance: 


SUBSIDY  PER  EMPLOYEE 
INDUSTRY  Dollars 

EMPLOYEES 

Millions 

TOTAL  COST 

Billions  of  dollars 

TRANSPORTATION 

Sl,025 

3.51 

S3.6 

CONSTRUCTION 

44 

4.59 

0.2 

MANUFACTURING 

623 

18.46 

11.5 

TRADE 

-134 

25.33 

-3.4 

SERVICES 

-194 

28.32 

-5.5 

FINANCE 

120 

6.68 

0.8 

FEDERAL  GOV'T 

573 

2.97 

1.7 

STATE/LOCAL  GOV'T 

337 

15.41 

5.2 

OTHER 

1,018 

3.05 

3.1 

DATA:  LEWIN  VHI  INC,  U.S.  BUREAU  OF  UBOR  STATISTICS 


that  let  hospitals  hike  private  payers' 
rates  to  cover  the  cost  of  charity  care. 

If  Clinton's  plan  for  "managed  compe- 
tition" works  as  advertised,  it  should 
redress  some  of  the  sources  of  cost-shift- 
ing. The  White  House  is  expected  to 
require  all  employers  to  offer  a  mini- 
mum package  of  health  benefits  to  all 
employees,  generally  purchased  through 
large  I'egional  insurance  cooperatives. 
The  plan  may  require  all  workers  to 
get  insui'ance  from  theii'  own  employer, 
banning  piggyl^acking 
on  spouses.  Those  out- 
side the  work  force 
would  receive  state 
and  federal  subsidies 
to  buy  care  from  the 
cooperatives,  cutting 
the  need  for  charity. 

But  Uncle  Sam's 
hidden  medicare  and 
medicaid  bill  for  busi- 
ness won't  be  ad- 
dressed—and may  get 
worse.  Rather  than 
take  on  the  elderly, 
Clinton  will  likely 
leave  medicare  out  of 
the  health-care  plan. 
Medicare  price  con- 
trols—and cost-shift- 
ing—will continue.  In 
1991,  hospitals  charged 
employers  $2.24  l)illion 
to  cover  the  U.  S.' 
medicare  shoilfall. 

Medicaid  will  likely 
be  folded  into  the  new 
system.  That  will  help 


AL  ISSUES 


COVERING 
THE  UNINSURED 

Health-care  spending  on  unin- 
sured individuals  would  rise  to 
$71.5  billion  from  $41.4  billion 
now  if  they  received  private 
health  insurance,  according  to 
health-care  consultants  Lewin- 
VHI  Inc.  This  is  how  the  addition- 
al $30.1  billion  would  be  spent: 


Spending 

Billion 

HOSPITAL  CARE 

INPATIENT 

$12.0 

EMERGENCY/OUTPATIENT 

4.4 

PHYSICIANS 

8.5 

OTHER  PROFESSIONAL 

2.5 

DRUGS  &  DEVICES 

1.8 

OTHER  HEALTH  SPENDING 

0.9 

TOTAL  INCREASE 

$30.1 

CURRENT  SPENDING 
SPENDING  IF  INSURED 

$41.4 
$71.5 

the  poor  find  doctors  and  ho.s- 
pitals  willing  to  care  for  them. 
But  it  will  raise  costs  for  busi- 
ness, argues  John  F.  Shells  of 
Lewin-VHI.  "Medicaid  recip- 
ients are  consideral)ly  sicker 
than  the  rest  of  the  popula- 
tion," he  says,  so  if  they  are 
in  the  same  insurance  pool  as 
workers,  employers'  premi- 
ums would  rise.  For  example, 
using  a  managed-competition 
plan  drafted  by  experts  who 
have  since  joined  the  Clinton 
health-care  working  group, 
Sheils  calculated  that  employ- 
ers' premiums  will  be  19% 
higher— averaging  $193  a 
month  for  an  individual  or 
$402  a  month  for  a  family  pol- 
icy—if medicaid  recipients  are 
in  the  same  pool  as  workers. 
SIN  TAXES.  All  told,  reform  is 
likely  to  raise  the  govern- 
ment's health-care  bill  by  $40 
billion  to  $60  billion  a  year. 
In  addition  to  the  higher  costs 
for  the  uninsured,  the  gov- 
ernment will  probably  offer 
health-insurance  sul)sidies  for 
small  businesses  and  the  unemployed. 
Who  will  pay?  "One-quarter  of  the  400 
people  over  there  at  the  White  House 
[health-care  task  force]  are  trying  to 
figure  that  out,"  says  Brookings  Institu- 
tion health  economist  Henry  J.  Aaron. 
Clinton  has  singled  out  "sin  taxes,"  espe- 
cially a  hike  in  the  federal  cigarette  tax. 
But  smokers  can  barely  begin  to  cover 
the  bill.  So  the  task  force  is  said  to  be 
eyeing  taxes  on  hospitals,  physicians, 
drug  companies,  and  insurers.  Such  tax- 
es could  be  justified  by 
the  $30  l)illion  in  new 
business  that  provid- 
ers will  enjoy  under 
refoT'm— and  would  be 
popular  with  a  public 
angered  by  soaring 
health  costs. 

The  last  thing  Pres- 
ident Clinton  wants  is 
anything  that  smacks 
of  another  tax  on  the 
middle  class.  So  big 
business,  which  is  com- 
ing into  the  debate 
hoping  to  dump  the 
$1'7  billion  that  it  pays 
in  subsidies,  may  find 
reform  less  a  mii'acle 
cure  than  a  painful 
procedure. 

By  Mike  McNamee 
ill  Washington,  with 
Greg  Bowens  in  De- 
troit, Zachary  Schiller 
in  Cleveland,  Mark 
Maremont  in  Boston, 
and  bureau  reports 
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STOCKS  HAVE  SKIDDED, 
BANKS  ARE  WOBBLY, 
AND  WORKERS  ARE 
SCARED.  WITH  THE 
WORLD'S  SECOND- 
LARGEST  ECONOMY 
REELING,  JAPAN'S 
LEADERS  ARE 
EMBARKING  ON  A 
MAJOR  OVERHAUL. 
THAT  WILL  BE  A  LONG 
AND  PAINFUL 
PROCESS 


uring  the  20  years  he  toiled  as  a 
salesman  of  electronics  parts,  Mi- 
kio  Fukuzaki  dreamed  of  starting 
his  own  company.  Then,  five  years  ago, 
with  his  personal  savings,  he  launched 
Makoto  Systems  Ltd.  in  Tokyo  to  design 
and  sell  components  for  semiconductor- 
production  machines.  Riding  Japan's  eco- 
nomic bubble,  Fukuzaki's  annual  sales 
soon  reached  $6  million.  But  the  bubble 
burst,  and  so  did  Makoto.  With  orders 
drying  up  and  banks  refusing  to  tide 
him  over,  Fukuzaki  shuttered  his  compa- 
ny last  May.  After  months  of  soul- 
searching,  the  48-year-old  former  presi- 
dent finally  settled  for  the  best  job  he 
could  find:  driving  a  taxi.  He  puts  in 
killer  8  a.m.-to-2  a.m.  shifts  every  other 
day.  His  income  is  much  less  than  what 
he  paid  himself  at  Makoto.  "I  can't  save 
a  yen,  and  I  had  to  sell  my  house  and 
car,"  Fukuzaki  says.  "I've  even  cut  back 
on  my  drinking  and  smoking." 

Fukuzaki's  pain  captures  the  anxiety 
rippling  throughout  Japan.  Consumer 
spending  and  capital  investment  are 
flagging,  the  stock  market  is  stagger- 
ing, and  once-mighty  banks  are  straining 
under  as  much  as  $.500  billion  in  bad 
loans,  presaging  a  potential  crisis  of 
U.  S.  savings  and  loan  proportions.  Blue 
chips  NEC  and  Fujitsu  are  running  rec- 
ord losses,  and  auto  maker  Nissan  has 
become  one  of  the  first  major  Japanese 
manufacturers  in  modern  times  to  an- 
nounce a  plant  shutdown.  Middle  manag- 
ers, who  thought  they  had  lifetime  job 
tenure,  are  being  forced  into  early  re- 
tirement or  moved  to  obscure  subsidiar- 
ies (page  74).  A  best-.seller  in  Tokyo 
sums  up  the  mood.  Its  title:  Honorable 
Poverty. 

This  is  the  sound  of  the  industrial 
world's  second-largest  economy  hitting 
bottom  (charts,  page  71).  The  news  from 
Japan  hasn't  been  this  bad  since  post-oil- 


shock  1974,  when  the  nation's  gross  n; 
tional  product  declined  for  the  first  tin' 
since  World  War  11.  This  time  aroum 
the  Japanese  economy  is  likely  to  unde 
go  more  substantial  change,  financi; 
and  industrial.  And  while  Japan's  glob; 
competitors  may  chortle  at  this  comeu] 
pance,  they  shouldn't.  Without  a  reco' 
ery  in  the  $4  trillion  Japanese  econom; 
the  world  will  have  a  hard  time  pullin 
out  of  its  current  slump. 

Japan's  leaders  are  finally  gettin 
worried.  Since  1991,  they  have  slashe 
the  official  discount  rate  from  6.25/'  to 
record-low  2.-5'  - ,  hoping  to  spark  a  reco' 
ery.  Nervous  about  a  stock  market  mel 
down,  the  Finance  Ministry  has  rushe 
to  prop  up  the  banks  and  the  saggin 
equity  market  by  pouring  $15  billion  c 
government-controlled  savings  int 
stocks,  boosting  the  Nikkei  average  b 
27' ;  from  the  market's  low  on  Aug.  1^ 
MASSIVE  JOiT.  More  action  is  cominj 
National  elections  are  expected  this  fal 
amid  a  political  scandal  involving  mi 
lions  of  dollars  in  bribes  and  payofi 
from  Japanese  business.  Pressure  : 
mounting  from  Washington  and  Europ 
for  Japan  to  cut  its  huge  trade  surplu 
and,  at  the  same  time,  to  get  its  econ( 
my  rolling  again.  Leaders  of  the  rulin 
Liberal  Democratic  Party  will  soon  ui 
veil  a  massive  package  of  tax  cuts  an 
infrastructure  spending  that  will  eclips 
the  .$90  billion  stimulus  plan  that  Prim 
Minister  Kiichi  Miyazawa  pushe 
through  only  last  fall. 

That's  sure  to  give  the  economy  a  jol 
But  fixing  Jaiian  for  the  longer  haul  wi 
mean  a  more  drawn-out,  painful  effoi 
than  with  previous  rebounds.  Many  to 
executives  and  policymakers  fear  tha 
Japan's  competitiveness  is  threatene 
for  the  first  time  in  years.  Noboru  Hatj 
keyama,  a  vice-minister  at  the  Ministr 
for  International  Trade  &  Industrv,  eve 
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;  been  quoted  as  calling  Japanese 
npanies — which  now  carry  more  than 
nillion  surplus  workers  on  their  pay- 
Is — "lazy,"  a  put-down  once  reserved 
Americans. 

V  wholesale  rethinking  is  under  way, 
m  the  offices  of  Japan's  august  bu- 
.ucrats  to  the  corporate  suites  in  To- 
)'s  Marunouchi  district.  It's  a  sort  of 
;ional  recalibration,  something  rarely 
m  in  the  West.  The  Japanese  are  de- 
ling which  features  of  Japan's  style  of 
)italism  have  outlived  their  usefulness 
i  which  are  worth  preserving.  And 
!y're  taking  ruthless  steps  to  make 
themselves  more  competi- 


tive. Japan's  social  contract  that  prom- 
ises lifetime  employment  is  unraveling 
fast.  No  wonder  the  byword  in  Japan 
these  days  is  risutora,  or  restructuring. 

Indeed,  this  time  is  different  from  pre- 
vious economic  shokku.  or  shocks.  For 
one  thing,  Japan's  economy  is  more  in- 
tertwined than  ever  before  with  its  part- 
ners. Its  people  are  more  worldly, 
wealthier,  and  perhaps  less  willing  to 
sacrifice.  Once,  Japanese  leaders  could 
unite  the  country  around  national  honor 
and  economic  supremacy.  In  modern  Ja- 
pan, it  will  be  more  difficult  to  hold  to- 
gether a  consensus  for  a  new  society. 
What's  more,  the  much-vaunted  bureau- 
cracy, for  decades  the  core  of  Japan's 

is  weak- 


ened, having  let  the  country  drift  for  so 
long.  For  the  first  time,  Jaijan's  power- 
ful corporations  are  taking  the  lead, 
with  less  intercession  from  such  key 
agencies  as  MITI.  Suddenly,  Tokyo  can't 
solve  Japan's  problems  by  decree. 
BROAD  SHAKEOUT.  So  it's  Japan's  indus- 
trial titans  tliat  are  now  doing  what  the 
nation  has  done  so  often  before:  borrow- 
ing Western  practices  to  make  its  own 
economy  work  better.  Companies  are  ap- 
ing the  West  to  downsize  payrolls, 
merge,  and  streamline  distribution.  But 
even  as  it  cribs  from  Western  econo- 
mies, Japan  won't  change  its  liasic  te- 
nets. It  will  continue  close  industry-gov- 
ernment cooperation,  and  its  cozy 
corporate  keifetsu  groups  will  remain 
intact.  Management-employee  relations 
will  stay  largely 
harmonious  as  Jap- 
anese continue  to 
derive  identity  and 
purpose  from  their 
companies.  "Those 
who  say  this  system 
is  cracking  are  silly," 
says  Saitama  Univer- 
sity political  scientist 
Koji  Matsumoto,  who 


WORKERS  ARE 
WONDERmG 
HOW  THEY'LL 
FIT  INTO  THE 
NEW  JAPAN 
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studies  Japanese  corporate  behavior.  In- 
deed, many  insist  that  restructuring,  al- 
beit under  duress,  will  ultimately  lead  to 
a  new  wave  of  com])etitive  strength, 
whether  old-line  or  high-tech.  "We'll  be 
stronger  after  we  get  through  this  slow- 
down," says  Mitsuharu  Ishii,  Sumitomo 
Corp.  director.  "Everyone  will  have  I'a- 
tionalized." 

What  will  the  new  Japan  l(jok  like?  A 
broad  shakeout  has  already  begun.  In 
autos,  the  numl)er  of  companies  is  likely 
to  shrink.  Nissan  and  Mazda  are  already 
supplying  each  other  with  new  models. 
Honda  and  Isuzu  are  doing  the  same.  In 
high  tech,  having  sunk  billions  into  re- 
search and  development  in  the  1980s, 
biggies  such  as  Matsushita,  Hitachi,  and 
Fujitsu  will  be  slashing  their  vast  arrays 
of  gadgets.  By  the  mid-1990s,  Japan  may 
lose  a  few  second-tier  electronics  compa- 
nies to  global  competition.  Financial  in- 
stitutions will  also  have  to  take  major 
hits.  The  number  of  large  banks  is  likely 
to  diminish  substantially.  Real  estate 
lenders  and  regional  banks  are  already 
reeling,  and  many  could  get  wiped  out. 
In  sectors  where  Japan  is  losing  ground, 
such  as  steel,  pharmaceuticals,  and  pa- 
per, companies  are  merging,  seeking 
global  alliances,  or  diversifying. 

Japan  also  seems  to  finally  realize 


that  domestic  demand  must  account  for 
more  of  its  growth,  that  it  must  depend 
less  on  the  markets  of  the  U.  S.,  Asia, 
and  Europe.  Japan  will  spend  tens  of 
billions  to  put  its  roads,  bridges,  and 
housing  on  a  world-class  footing.  And  as 
the  domestic  economy  grows  more  im- 
portant and  distribution  strangleholds 
open  up,  consumers  may  gain  power. 
Western  discounters  may  gain  a  foot- 
hold, as  has  giant  Toys  'R'  Us  Inc.  Ja- 
pan's corrupt  and  unrepresentative  poli- 
ticians, though,  will  play  bit  parts  unless 
they  begin  to  reform  (page  72). 
PRESSURE  COOKER.  A  stronger,  more  do- 
mestically focused  Japan  would  be  a 
blessing  for  the  global  economy.  With 
its  trade  surpluses  recycling  billions  of 
dollars  around  the  world,  Japan  is  al- 
ready the  source  of  hundreds  of  thou- 
sands of  new  jobs  overseas.  Manufactur- 
ers everywhere  rely  on  Japanese 
machinery  and  components.  Yet,  with 
the  Japanese  economy  slumping,  its 
companies  invested  only  about  $35  bil- 
lion in  overseas  plant  and  ecjuipment  last 
year,  vs.  $67.5  billion  in  1989.  "Japan  is  a 
huge  player,"  notes  Monsanto  Co.  Presi- 
dent Robert  B.  Shapiro,  who  journeyed 
to  Tokyo  recently  to  meet  with  custom- 
ei's  and  talk  to  joint-venture  partners. 
"Its  liealth  makes  a  lot  of  difference." 


Back  home,  Corporate  Japan  want 
that  health,  too.  The  hard  times  touc 
every  sector  and  are  stretching  thi 
longtime  keirc/su  ties.  As  manufactu: 
ers  trim  i)roduct  lines,  cut  output,  an 
pull  more  work  in-house,  subcontractot 
are  going  under  in  record  number: 
Take  Nissan  Motor  Co.'s  recent  decisio 
to  shutter  its  sprawling  Zama  plant  ne£ 
Tokyo  after  29  years  of  operation.  Man 
first-tier  suppliers  are  already  shiftin 
production  closer  to  Nissan's  newe; 
plant  on  the  island  of  Kyushu.  Some  ar 
even  starting  to  supply  other  carmaker 
But  smaller  shops,  such  as  Kubota  Ii 
dustries,  don't  have  that  luxury.  Kubot 
supplies  simple  door  parts  to  Nissa 
from  western  Tokyo.  It  expects  sales  t 
plunge  40'a  this  year.  To  make  enc 
meet,  Kubota's  president  has  had  to  h 
the  road  flogging  stamping  machines. 

One  goal  executives  are  careful  not  t 
tamper  with  is  preserving  Japan's  pn 
eminence  in  Asia,  the  world's  hottes 
growing   region.   Toyota,   for  one. 


WHAT 
JAPAN 
MUST  DO 


ECONOMY 


GDP  is  in  its  worst  slunnp  in  years. 
Even  falling  rates  haven't  fired  up 
spending.  A  $90  billion-plus  stimulus 
plan  is  in  the  works,  but  Tokyo  must 
encourage  consumer  buying  and 
push  land  reform  to  cut  property 
prices  and  boost  construction. 


TRADE 


With  a  surplus  headed  for  $115 
billion,  global  tensions  are  rising. 
Tokyo  should  accept  a  stronger  yen 
to  curb  exports  and  pull  in  imports 
as  it  opens  up  distribution.  It  also 
needs  to  accelerate  its  $3.6  trillion 
infrastructure  program. 
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WHY  JAPAN'S  ECONOMY  IS  JH  TROUBII 


EXPORTS 
ARE  SLOWING... 


.STOCKS  ARE 
AILING... 


...PROMTS  ARE 
SAGGING... 


...WAGES  ARE 
DWINDLING. 


...AND  OUTPUT  IS 
SLUMPING 
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)Oting  for  a  807'  share  in  Asia — up 
m  about  207  now — by  the  enci  of  the 
:ade.  It  recently  bought  land  in  Tai- 
n  with  an  eye  toward  expanding  pas- 
iger-car  production.  It  plans  to 
irly  double  capacity  in  Thailand  by 
17,  from  85,000  cars  and  trucks  to 
1,000  units.  Not  to  be  outdone,  Nissan 
ently  entered  a  joint  venture  with 
^ngzhou  Light  Truck  Factory  to  pro- 


duce pickup  trucks  in  mainland  China. 

In  high  tech,  Japan's  stars  are  in  a 
tough  balancing  act  to  stay  on  top,  hit 
badly  by  the  global  slowdown.  Japanese 
semiconductor  producers  have  had  to 
hunker  down  in  the  face  of  cutthroat 
competition  from  the  Koreans  and  a  re- 
vived U.  S.  industry.  In  personal  comput- 
ers, U.  S.  niakei's  Compaq  and  Dell  en- 
tered the  Japanese  market  with  a  bang, 
forcing  NEC  and  Fujitsu  to  cut  costs  and 
prices  to  compete.  Just  as  IBM  has  had  to 
split  into  its  component  parts,  many 
wonder  whether  the  two  giants  can  keep 
up  strength  in  everything  from  main- 
frames to  laptops. 

At  another  giant,  Matsushita  Electric 


Industrial  Co.,  times  are  tough,  too. 
President  Akio  Tanii  recently  was 
ousted  for  poor  results,  and  e.xecutives 
are  agonizing  over  how  to  boost  pi'ofits 
in  the  face  of  flat  growth.  Matsushita 
used  to  offer  .5,000  different  models  of 
audio  ecjuipment.  By  December,  it  had 
slashed  that  to  1,000.  It's  even  sending 
500  young  engineers  and  managers  to 
visit  thousands  of  Japanese  households 
to  find  out  what  consumers  really  want. 
BACK  TO  BASICS.  These  visits,  Matsushi- 
ta's first  ever,  have  led  it  to  conclude 
that  many  customers  don't  want  the 
kind  of  complicated  products  that  engi- 
neers love  to  design.  So  now,  it's  focus- 
ing on  basic  functions.  In  one  new  cam- 


FINANCE 


As  much  as  $500  billion  in  bacJ 
loans  is  burdening  bonks  and  stag- 
gering the  stock  market.  Authorities 
must  push  bank  mergers  and  speed 
up  a  bailout  that  could  cost  $250 
billion.  Antiquated  markets  must  be 
deregulated  and  modernized. 


CORPORATIONS 


Get  leaner  and  meaner — or  else. 
Companies  are  slashing  excess  ca- 
pacity, bloated  payrolls,  and  run- 
away product  lines.  They  must  also 
slow  hiring,  shorten  working  hours, 
convert  staff  into  line  jobs,  and  give 
employees  more  accountability. 


GOVERNMENT 


Excessive  regulation  impedes  business 
activity  and  entrepreneurship;  the  po- 
litical system  is  unresponsive  and  cor- 
rupt. Japan  must  speed  the  current 
glacial  pace  of  political  reform  and 
deregulation — but  that  may  take  a 
realignment  of  parties. 
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corder,  for  example,  Matsushita  dropped 
the  seldom-used  replay  function  and  re- 
placed the  zoom  lens  with  one  that 
sports  a  few  fixed  settings.  The  steps 
enabled  Matsushita  to  offer  the  cam- 
corder for  $719,  $135  less  than  its  previ- 
ous cheapest  model.  Says  Masahiko  Hi- 
rata,  a  Matsushita  director:  "We  feel 
like  we  expanded  too  far." 

Or  take  Ricoh  Co.,  the  office-  and  pho- 
to-equipment maker.  In  November,  1991, 
facinjr  the   company's   first-ever  loss, 


eight  board  members  huddled  secretly 
for  three  days  in  a  Tokyo  hotel  room. 
The  result:  a  restructuring  program  that 
aims  to  boost  operating  profits  to 
$29,661  per  employee  by  1995  from  a 
loss  of  $1,271  in  1991.  Ricoh  is  doing  this 
by  halving  its  administrative  staff, 
shrinking  the  payroll  through  attrition, 
and  trimming  product  lines. 

Perhaps  the  harshest  stem-to-stern  re- 
structuring is  going  on  at  Sanyo  Electric 
Co.  It  has  reorganized  itself  into  eight 


global  operating  divisions,  each  focust 
on  a  specific  line  of  business,  such  ; 
audio-video.  Just  like  most  big  U.  S.  cor 
panies,  each  unit's  manager  was  givt 
full  responsibility  for  his  group's  profit 
The  reorganization  will  mean  few( 
bodies — from  production  lines  to  exec 
five  suites.  President  Yasauki  Takai 
has  already  pared  350  workers  from  h 
headquarters  staff,  sending  them 
plants  and  sales  departments.  Now,  1 
wants  to  cut  his  Japanese  payroll  fro 


Commentary/by  Robert  Neff 

WHO  SPEAKS  FOR  JAPAN?  NOT  ITS  POLITICIANS 


Springtime  in  Japan  means  lots  of 
job  promotions  and  gradua- 
tions— occasions  when  Japanese 
expect  gifts,  including  from  their 
friendly  politicians.  Within  the  past 
couple  of  weeks,  however,  the  govern- 
ment has  plastered  commuter  trains 
with  posters  reminding  citizens  that 
it's  illegal  to  take  presents  from  politi- 
cians. The  timing  is  ironic:  Headlines 
are  heralding  the  arrest  of  former  rul- 
ing-party kingpin  and  No.  1  patronage- 
dispenser  Shin  Kanemaru  for  evading 
$1  million  in  taxes  on  questionable  in- 
come. And  in  early  March,  Kanemaru 
was  caught  with  more  than  $50  million, 
including  gold  bars. 

This  is  just  the  latest  in  a  seemingly 
endless  skein  of  scandals  that  have 
rocked  Japan  for  half  a  decade.  De- 
spite much  lip  service  about  the  need 
for  reform,  politicians  have  done  noth- 
ing. The  result:  a  jaded  electorate  that 
has  given  up  on  its  political  system  and 
an  outside  world  grown  weary  of  hag- 
gling with  Japan's  leaders. 
SIDESHOW.  For  years,  Japa- 
nese politics  has  been  little 
more  than  a  tawdry  sideshow 
to  the  economy's  actual  func- 
tioning. In  that  way,  Japan  re- 
semble:- Italy,  a  thought  that 


wait  in  the  wings.  They're  viewed  as 
somewhat  more  honest  and  straight- 
talking  than  the  hidebound  elders  who 
have  run  Japan  for  decades.  At  the 
same  time,  four  political-reform  bills 
are  under  consideration. 

Still,  it's  hard  to  imagine  a  Japan  in 
which  a  politician  plays  the  central 
leadership  role  of,  say,  a  Bill  Clinton. 


KA 


should  give  Japanese  pause 
"We  have  to  rethink  what  this 
democracy  we're  supporting 
really  is,"  says  Shohei  Aral,  a 
populist  Diet  member  belong- 
ing to  the  ruling  Liberal  Dem- 
ocratic Party. 

The  rethinking  has  already  started, 
with  much  speculation  about  a  recon- 
figuration of  political  parties  this  fall, 
when  general  elections  are  expected. 
Also  grabbing  attention  is  a  younger 
generation  of  leaders,  such  as  former 
LDP  Secretary-General  Ichiro  Ozawa 
and  former  Finance  Ministers  Ryutaro 
Hashimoto  and  Tsutomu  Hata,  who 


THE 


NEMARU: 
LATEST  IN 


A  LONG  LINE  OF 
CORRUPT  POLS 


Japan's  Prime  Min- 
ister has  little  voice 
in  the  drafting  of 
the  annual  budget, 
a  fiercely  protected 
preserve  of  the  Fi- 
nance Ministry. 
Foreign  policy  gets 
made  largely  by 
career  bureau- 
crats, not  political  appointees — or  even 
the  Prime  Minister. 

With  the  rare  exception  of  an  unusu- 
ally strong  premier  such  as  Kakuei  Ta- 
naka  or  Yasuhiro  Nakasone,  there's  lit- 
tle central  direction.  Japan  functions, 
rather,  as  an  agglomeration  of  relative- 
ly autonomous  sectors  and  interest 
groups  run  by  bureaucrats  and  busi- 


nessmen. Besides  winning  pork-barre 
projects  for  their  districts,  politicians 
serve  as  mediators  between  and  withir 
the  various  cliques.  "Politicians  are  lob 
byists  to  the  bureaucracy,  not  policy 
makers,"  says  Robert  M.  Orr  Jr.,  direc 
tor  of  the  Institute  for  Pacific  Rin 
Studies  at  Temple  University  Japan. 
All  of  which  will  make  it  even  mon 
difficult  for  the  Clinton  Ad 
ministration  to  talk  tougl 
with  Japan  than  it  was  foi 
Presidents  Reagan  or  Bush 
Reagan  at  least  boasted  £ 
"Ron-Yasu"  relationshi{ 
with  Nakasone,  and  thej 
shared  a  vision  of  how  Ja 
pan  needed  to  be  opened  anc 
reshaped  to  ease  perennia 
trade  conflicts. 
IITTIE  CLOUT.  But  the  stand 
ing  of  Japan's  politicians  has 
slid  so  far  that  today  then 
is  almost  no  one  at  the  tof 
worth  negotiating  with.  Of 
ficials  in  Washingtor 
seemed  disappointed  when 
on  a  February  visit,  Foreigr 
Minister  Michio  Watanabe 
dug  in  his  heels  on  rice  imports  and  or 
the  impasse  with  Russia  over  disputec 
islands.  Those  issues  weren't  high  or 
the  American  agenda.  The  Clinton  peo 
pie  had  expected  more  productive  talks 
in  the  first  official  visit  by  a  top  Japa 
nese  leader. 

They're  hoping  that  when  Primt 
Minister  Kiichi  Miyazawa  arrives  ir 
Washington  on  Apr.  16,  he'll  at  leasi 
have  a  new  economic-stimulus  plan  tc 
show  off.  But  given  the  age  gap  be 
tween  Clinton  and  Miyazawa  and  the 
latter's  lack  of  clout,  chances  for  £ 
meaningful  relationship  seem  scant.  II 
Japan's  politicians  continue  to  lose 
credibility  on  such  grand  scale,  one  daj 
a  Japanese  Prime  Minister  may  come 
to  town — and  no  one  will  notice. 
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600  to  27,000  by  1995.  He  hopes  that 
1  come  throufjh  attrition,  but  "we'll 
/e  to  fire  people  who  don't  jjet  the  job 
le,  like  in  the  U.  S.,"  he  concedes. 
)f  course,  he  doesn't  actually  mean 
jtinjr  them,  a  la  General  Motors  Corp. 
Japan's  lifetime-employment  culture, 
<ano  will  rely  on  demotions  to  lower- 
zing  jobs  or  inducements  to  retire  ear- 
Indeed,  like  Sanyo,  many  Japanese 
npanies  have  had  to  shed  staff  during' 
■vious  hard  times,  usually  by  shifting 
ployees  to  subsidiaries  or  keiretsu  af- 
ites.  But  this  time  around,  the  scale 
personnel-chopping  is  vaster  and  po- 
tial  dumping  grounds  more  limited. 
CERTAINTY.  To  buck  up  high  tech,  the 
•ernment  is  pushing  a  number  of  am- 
ous  high-tech  projects.  One  of  the 
st  impressive  is  a  $600  million  effort 
ievelop  brainlike  networks  of  comput- 
than  run  on  pulses  of  light.  The  goal 
to  help  large  computer  companies 
;h  as  Hitachi  and  Fujitsu  move  he- 
ld the  stagnating  mainframe  market. 


300 


very  hot  bath,"  says  Ma- 
koto  Utsumi,  a  former 
vice-minister  of  finance. 

That's  forcing  banks  to 
restrict  loans  to  the 
healthiest  borrowers.  To 
conserve  capital,  they 
have  slashed  internation- 
al lending  by  $78  billion 
since  1990,  according  to 
the  Bank  for  Internation- 
al Settlements.  Worse, 
they  are  rationing  credit 
severely  at  home,  limit- 
ing Japan's  ability  to  rebound.  Especial- 
ly hard  hit  are  the  millions  of  small  and 
midize  companies  that  account  for  807' 
of  Japan's  jobs.  Only  government  loans 
are  now  keeping  the  little  guys  afloat, 
mostly  from  the  $1.4  trillion  Postal  Sav- 
ings System,  which  also  is  pumping 
money  into  the  stock  market  at  the  Fi- 
nance Ministry's  command.  But  even 
with  cash  injections,  some  14,000  small 
companies  went  bust  last  year,  more 


JAPAN'S  BANKS 
ARE  HURTING 


MAR  '9?'  SEPT  '92-  MAR  '93' 
A  BILLIONS  OF  DOLLARS  'EST 
DATA,  SALOMON  BROIHtRS  INC 


^s  important  as  Japan's  industrial  re- 
ucturing  may  be,  reform  of  its  finan- 
i  system  is  at  least  as  crucial.  The 
sh  in  stock  and  land  prices  has  deflat- 
financial  asset  values  by  a  staggering 
5  trillion,  turning  Japan's  big  banks 
m  world-beating  titans  into  quivering 
sses  of  uncertainty.  A  huge  8.6','  of 

banking  industry's  $6  trillion  in  out- 
nding  loans  now  may  be  nonperform- 

or  on  shaky  ground,  estimates  Ar- 
ir  Andersen  &  Co.  While  official 
'jrest  rates  have  fallen  sharply  in  re- 
'it  months,  many  lenders  are  barely 
eting  international  capital  standards 
t  go  into  effect  on  Apr.  1.  "The  major 
iks  have  dipped  themselves  into  a 


than  twice  as  manv  as  in 
1990. 

Now,  regulators  are 
scrambling  to  allow  banks 
to  write  off  large  quanti- 
ties of  bad  debts.  Conser- 
vative regulators  have 
been  loath  to  sanction  that 
for  fear  of  losing  tax  revenues  when 
lenders  book  their  losses.  But  things  are 
changing.  Sumitomo  Bank  Ltd.  recently 
took  an  unprecedented  $1.4  billion  write- 
down to  cover  bad  loans  and  additions  to 
reserves.  And  urged  by  the  Finance  Min- 
istry, Japan's  21  money-center  banks 
have  set  up  the  Cooperative  Credit  Pur- 
chasing Co.  to  speed  other  write-offs. 


WORRIED 
CONSUMERS 
ARE  SHIFTING 
FUNDS  TO  THE 
POST  OFFICE 


The  company  will  buy 
bad  loans  at  a  discount, 
allowing  banks  to  take 
losses  and  clear  their 
l)Ooks.  To  help  finance  its 
purchases,  the  company 
this  year  is  expected  to 
issue  government-subsi- 
dized bonds.  When  lost 
tax  revenues  and  govern- 
ment subsidies  are  to- 
taled up,  the  effort  could 
cost  taxpayers  as  much 
as  $250  billion. 
Regulators  have  also  thrown  a  life 
jacket  to  banks  by  cutting  the  discount 
rate  to  2.57'  from  6.257  since  mid-1991. 
This  has  widened  the  spread  between 
what  banks  pay  for  money  and  what 
they  charge,  boosting  operating  profits. 
But  that's  starting  to  backfire:  With 
rates  so  low,  deposits  have  fallen  by 
more  than  107'  in  the  past  three  years. 
Some  depositors  are  yanking  their  funds 
out  of  fear  the  weaker  banks  might  even 
;o  bust. 

The  big  beneficiary  of  this 
light  to  safety  has  been  the 
118-year-old  Postal  Savings 
Svstem.  In  Februarv  alone, 
$9.9  billion  flowed  in.  If  the 
banking  crisis  worsens,  says 
Jiro  Kawasaki,  a  Liberal 
Democratic  Party  member  of 
the  Diet,  "we  can  use  the 
postal  system's  money"  to 
bail  out  troubled  lenders.  But 
while  Postal  Savings  reserves 
will  play  a  major  role  in  Ja- 
pan's revival,  the  system's  ex- 
istence will  only  continue  to 
undercut  private  banks  and 
impede  progress  toward  free 
financial  markets.  Indeed,  the 
Japanese  financial  system  still 
resembles  that  of  the  U.  S. 
about  50  years  ago,  re- 
plete with  too  many  spe- 
cialized, inflexible  institu- 
tions, excess  capacity,  and 
overregulation. 
MEGABANKS.  To  develop 
Japanese  industry  in  a 
hurry,  regulators  over  the 
years  created  a  hydra  of 
financial  institutions — 
from  agricultural  coopera- 
tives to  trust  banks — with 
barely  a  nod  toward  mar- 
ket discipline  or  public  dis- 
closure. Such  an  antiquat- 
ed arrangement  can  no  longer  meet  the 
needs  of  an  economic  superpower.  In- 
deed, under  pressure  from  the  U.  S.  to 
open  Japan's  financial  markets,  bureau- 
crats have  been  chipping  away  at  this 
tight  structure  for  several  years,  dereg- 
ulating interest  rates  and  liberalizing  the 
corporate  bond  market. 

Now,  the  Finance  Ministry  is  urging 


?  STORY 
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lenders  to  pool  resources  and  cut  overca- 
pacity. So  megabanks  of  unprecedented 
scale  are  emerging.  The  process  started 
in  1991,  with  Mitsui  Bank  and  Taiyo 
Kobe  Bank  &  Trust  tying  the  knot  to 
become  the  $481  billion  Sakura  Bank. 
Now,  observers  think,  Mitsubishi  Bank 
Ltd.  and  Bank  of  Tokyo  Ltd.  could  be 
next,  creating  a  $678  billion  mammoth, 
dwarfing  every  other  lender  on  earth. 
Analysts  believe  a  monster  bank  with  $1 
trillion  in  assets  could  emerge  by  the 


end  of  the  decade.  Predicts  Kenneth 
Courtis,  Deutsche  Bank's  Tokyo-based 
strategist:  "Out  of  Japan's  21  major 
banks,  only  14  or  15  will  survive." 

Such  talk  would  send  shudders  down 
the  spines  of  Westerners.  But  Japanese 
policymakers  somehow  seem  to  accept  it 
as  all  for  the  best.  The  challenge  for 
executives  and  regulators  will  be  to 
manage  the  turmoil  and  pain  of  getting 
Japan  back  on  a  firm  footing  of  competi- 
tive strength.  Even  as  the  current  reces- 


sion ebbs,  more  gam  cut,  or  enduran( 
will  be  demanded  from  Japan's  legio 
of  dedicated  workers.  Gaman  is  one 
the  country's  most  deep-seated  value 
one  that  will  be  tested  as  the  count 
gropes  its  way  into  a  new  era.  It 
Japan's  genius  for  grafting  the  best 
the  West  onto  its  core  strengths,  aft 
all,  that  has  kept  it  at  the  economic  foi 
front  for  so  long. 

By  Robert  Neff  with  Larry  Holyoke,  N 
Gross,  and  Karen  Lowry  Miller  in  Toky 


STRESS  AND  UNCERTAINTY:  THE  PRICE  OF  RESTRUCTURING 


THE  2.3% 
JOBLESS  RATE 
BELIES  THE 
ANXIETY  IN  THE 
WORK  FORCE 


For  Kazushige  Sawada,  a  36-year- 
old  stock  trader,  the  grim  reality 
of  Japan's  recession  came  in  Feb- 
ruary when  a  call  arrived  from  Tokyo 
headquarters.  Sawada  was  told  to 
move  in  11  days'  time  from  Osaka  to 
the  capital  and  start  peddling  shares 
door-to-door.  Unable  to  afford  Tokyo 
real  estate  for  his  family  on  his  $45,000 
salary,  he  rented  a  small  room  for  him- 
self and  settled  his 
wife  and  three  kids 
in  a  flat  near  his 
parents'  house  100 
miles  away.  "I'm 
going  crazy," 
moans  Sawada, 
head  in  hands.  "My 
family  should  be 
just  as  important 
as  my  job.  I'm  not 
sure  the  pressure 
is  worth  it." 

Sawada  is  one  of 
many  Japanese, 
from  college  graduates 
to  managers  at  blue-chip 
companies,  who  are  star- 
ing into  the  new,  harsher 
era.  The  country's  2.3'a 
jobless  rate  belies  the 
stresses  rippling  across 
the  work  force.  Tiny  ma- 
chine shops  are  closing, 
midsize  companies  are 
slashing  payrolls,  and  gi- 
ants are  resorting  to 
"voluntary"  early  retire- 
ments, transfers,  and 
sharp  hiring  cuts.  As 
companies  try  to  revive  profits,  the 
threat  to  Japan's  lifetime-employment 
policy  grows.  "The  adjustment  process 
will  be  painful,"  says  Keio  University's 
Noritake  Kobayashi. 
'STILL  HERE?'  Employers  have  already 
made  the  easy  cuts,  dropping  part- 
timers  and  women,  a  standard  practice 
in  Japan  when  times  are  tough.  Now, 
they're  getting  closer  to  the  bone. 


The  method  of  choice  is  early  retire- 
ment, typically  including  12  to  15 
months'  pay  and  help  in  finding  a  new 
job.  Those  who  refuse  may  be  harassed 
into  submission.  At  age  50  or  so,  their 
titles  are  removed,  with  a  25%  pay  cut. 
They  find  the  most  onerous  tasks  on 
their  desks,  or  worse,  none  at  all.  Re- 
marks such  as  "Are  you  still  here?" 
start  to  wear  them  down.  "It's  getting 
nasty,"  says  Atsuhiko  Tateu- 
chi,  chairman  of  outplacement 
company  Drake  Beam  Morin- 
Japan.  "In  Japanese  compa- 
nies, there  is  no  respect  for 
the  dignity  of  the  individual." 

Even  when  companies  pro- 
vide generous  severance,  so- 
cial constraints  kick  in.  A  hus- 


band who  comes  home  too  early  from 
work,  not  to  mention  one  with  no  job, 
is  disgraced.  Such  factors  disrupted 
Mitsui  &  Co.'s  plan  to  drop  600  manag- 
ers by  1995.  A  year  ago,  the  trading 
company  offered  everyone  50  and  over 
a  fat  severance  package.  A  50-year-old 
could  quit  today  and  walk  away  with 
up  to  $750,000,  but  so  far  only  220  ex- 
ecutives have  taken  the  offer. 


The  most  stressed-out  boss  in  Japai 
right  now  may  be  Sotarou  Mori,  4'i 
administrative  general  manager  of  Nis 
san  Motor  Co.'s  Zama  plant.  Las 
month,  the  carmaker  jolted  the  indus 
try  by  announcing  it  will  shutter  Zam; 
in  1995.  Mori  must  decide  the  fate  o 
some  1,300  workers  who  will  be  trans 
ferred  700  miles  away  to  Kyushu  or  t 
other  Nissan  factories.  Mori  is  clockinj 
16-hour  days  to  explain  the  decision  t 
angry  workers  and  suppliers,  as  we! 
as  local  officials. 

STRANDED.  The  cost  of  restructuring  i 
even  being  paid  by  graduating  colleg 
students.  Not  only  have  companie 
slashed  hiring,  some  are  committinj 
the  unthinkable  and  breaking  job  cor 
tracts.  One  survey  found  90  companie 
have  dumped  138  stu 
dents.  Nobuyuki  Dogu 
ch>,  25,  is  a  graduate  stu 
dent  in  electrica 
engineering  who  wa 
promised  a  job  last  June 
But  in  January,  the  com 
pany  told  his  school  ad 
viser  the  contract  wa, 
canceled  and  later  pai( 
Doguchi  $28,000.  "The; 
couldn't  even  tell  me  per 
sonally,"  Doguchi  scoffs 
He  found  a  job,  bu 
many  are  still  stranded. 

The  fundamental  phi 
losophy  of  Japan's  labo 
system  won't  changi 
overnight.  The  new  para 
digm  will  most  likely  en( 
up  as  a  hybrid  of  Ameri 
can  independence  and  Japanese  securi 
ty.  Doguchi,  for  one,  says  he  and  hi; 
university  friends  don't  expect  to  sta.; 
at  one  company  all  their  lives.  Sawada 
the  stock  trader  turned  salesman,  ii 
tired  of  watching  his  career  disrupt  hi: 
family  life.  Still,  in  the  midst  of  a  re 
cession,  even  a  stress-worn  paychecl 
beats  an  unemployment  check. 

By  Karen  Lowry  Miller  in  Tokyi 
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Move  To  Connecticut  And  You'll  Get 
A  House  With  A  Big  Welcome  Mot. 


And  a  Senate,  too.  Our  legislature  has  created  one  of  the  most  pow- 
erful business  incentive  packages  in  the  country.  It  includes  a  billion-dollar  loan 
and  loan -guarantee  program,  flexible  financing  for  site  development,  and  risk 
capital  to  launch  high-tech  products. 

We've  developed  a  tax  structure  rated  sixth  in  the  nation  for  "Tax 
Fairness"  by  the  1992  Development  Report  Card. 

We've  stripped  down  your  cost  of  doing  business:  for  example,  we 
enacted  R&D  and  training  tax  credits,  and  redefined  "manufacturing  equip- 
ment," to  let  companies  upgrade  on  a  tax-favorable  basis. 

That's  just  a  glimpse  of  a  very  big  welcome  mat. 
Call  our  Department  of  Economic  Development:  | 
1-800-392-2122.  Our  House  will  give  your  CONNKCTICUT 
business  a  great  home.  The  State  Tim  Thinks  Like  A  Business. 
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TRADING  I 


WALL  STREET'S  NEW  TOYS 
ARE  COSTING  IT  PLENTY  A 

Hedging  hypen'olatile  securities  isn't  easy.  Just  ask  Salomon 


w; 


prices — 


Hien  Salomon  Inc.  announced 
on  Mar.  4  it  had  lost  S250  mil- 
lion from  trading,  rivals  won- 
dered how  such  an  astute  dealer  could 
get  hit  so  hard — with  rates  falling  and 
bonds  surging.  "What  hi  God"s  name 
could  you  do  in  two  months  to  lose  a 
quarter  billion?"  said  one. 

These  days,  it  doesn't 
take  much.  Salomon  is 
just  the  latest  to  suffer 
the  effects  of  volatile, 
newfangled  products  in 
the  capital  markets. 
These  markets  have  al- 
ways been  volatile,  and 
big  Wall  Street  firms 
have  made  and  lost  for- 
tunes. What  is  different 
now  is  the  emergence 
of  highly  complex  secu 
rities.  many  relattil 
to  mortgages,  who.-e 
prices  change  faster  than  bond 
and  at  varying  rates  of  speed. 

Other  savvy  securities  dealers  such  as 
•J.  P.  .Morgan  &  Co.  have  lost  at  least 
•SlOO  million  trading  these  securities,  ac- 
cording to  analysts,  and  rumors  are  fly- 
ing as  to  which  banks  and  firms  will 
show  bruises  from  securities  price 
swings  in  the  first  quarter  of  1993.  Some 
experts  say  it's  beginning  to  look  as  if  a 
number  of  banks  and  securities  brokers 
are  routinely  erring  in  how  they  hedge 
themse'ves  against  the  new  instruments. 
DELUGE.  The  recent  free-fall  in  interest 
rates  has  been  a  boon  to  many  bond 
traders,  but  not  to  those  in  most  mort- 
gage-backed securities.  Homeowners 
and  home  buyers  have  been  jammhig 
the  phones  at  banks  and  mortgage  com- 
panies, eager  to  lock  in  low  mortgage 
rates  by  refinancing.  And  when  people 
pay  off  old  mortgages,  the  securities 
that  were  backed  by  those  mortgages 
mature  unexpectedly  fast,  so  the  yields 
on  many  such  mortgage-backed  securi- 
ties drop  like  a  stone. 

It  gets  worse  in  the  market  for  mort- 
gage-backed derivatives  known  as  inter- 
est-only (10)  mortgage  strips.  lOs  are  cre- 
ated when  a  mortgage-backed  security  is 


divided  into  two  pieces:  The  interest  pay- 
ments constitute  an  lO.  and  the  principal 
payments  constitute  a  principal-only  (PO) 
security.  Holders  of  an  10  get  nothing 
more  than  a  stream  of  interest  pay- 
ments— a  stream  that  can  continue  for 
years  if  interest  rates  remain  high  and  if 
few  homeowners  refinance  their  mort- 
gages— but  one  that 
can  quickly  diminish  to 
a  trickle  when  rates  fall 
and  mortgages  are  be- 
ing refinanced. 

Dealers  like  the  high 
yields  on  lOs.  And  in  the 
past,  they  could  usually 
hedge  their  positions 
enough — by  buying 
Treasuries,  for  exam- 
ple— to  profit  from  the 
yield  and  yet  remain 
protected  against  mod- 
erate price  drops.  But 
the  market  has  been  anything  but  mod- 
erate lately,  and  when  rates  fall  sharply, 
the  hedges  stop  working  (chart).  When 
long-term  rates  fell  in  Januaiy  and  Feb- 
ruary, for  example,  prices  on  lOs  plum- 
meted 34' f.  The  price  of  a  10-year  Trea- 
suiy  rose  about  6''  over  the  same 
period — hardly  an  adequate  hedge  un- 
less one  bought  so  many  Treasuries  that 
the  cost  of  hedging  became  prohibitive. 


"You  can  really  get 
whipsawed  with 
those  babies."  savs 
Hollis    W.  Rade- 
macher.  treasurer 
of  Continental 
Bank  Corp. 

Salomon  ap- 
pears to  have 
learned  about  the 
volatility  in  the  10 
market  the  hard 
way.  The  firm  is  a 
big  proprietary  trad- 
er, trading  heavily  for 
its  own  account.  The 
firm  won't  comment  on  the 
source  of  its  trading  problems, 
but  competitors  say  Salomon  is  known 
as  a  major  buyer  of  10s,  and  it  appea 
to  have  had  a  position  in  lOs  that  w; 
not  adequately  hedged  by  a  position 
Treasury  securities. 
OFF  BALANCE.  J.  P.  Morgan's  1992  tra 
ing  losses  in  mortgage-backed  securiti 
seem  to  be  10-related  as  well.  A  spoke 
man  for  the  firm  would  say  only  th 
"the  mortgage  prepayments  have  give 
all  sorts  of  fits  to  dealers"  and  declini 
to  discuss  the  specifics  of  Morgan 
losses.  But  sources  familiar  with  tl 
bank's  trading  believe  that  Morg£ 
bought  lOs  to  finance  interest  paymen 


WHY  PAINEWEBBER 
GOT  OUT  OF 
THE  KITCHEN 


For  PaineWebber  Inc..  the  turning 
point  came  in  late  1990.  Despite 
some  profitable  years,  management 
decided  it  was  too  much  of  a  crapshoot  to 
stay  in  the  business  of  proprietaiy  trad- 
ing— using  the  firm's  money  to  trade  for 
its  own  account.  In  a  total  about-face,  the 
si.\th-largest  brokerage  firm  shut  down 
almost  all  of  its  proprietary-trading  desks. 
"I  just  don't  understand  how  you  can  run 


a  company  and  have  this  t^'pe  of  vo 
I  don't  think  the  losses  are  contro 
says  Lee  Fensterstock,  who  becam 
utive  vice-president  and  director  of 
markets  at  PaineWebber  Group  ir 
an-,  1991. 

Instead,  PaineWebber  decided  tc 
on  executing  big  trades  for  instit 
customers,  earning  commission  inc( 
a  broker,  rather  than  from  its  ow 
ing.  Good  move'?  It  seems  so. 

After  three  yeare  of  barely  br 
even,  the  firm's  institutional  sal( 
trading  business  in  1991  earned  S 
lion  before  tax,  a  handsome  3 
PaineWebber's  total  pretax  incoi 
1992,  the  comparable  figure  was  SI 
lion,  or  42^"'  of  the  total — more  th 


76  S  JSINESSWEEK  MARCH  29  ls>93 


FINA 


bank  had  promised  to  buyers  of  a 
investment  product, 
•mehow,  sources  say,  rapid  price 
les  in  the  lO  market  rendered  Mor- 
.  s  10  hedge  inadequate,  and  when  the 
; !  of  lOs  plummeted  in  the  first  quar- 
the  bank  took  a  hit.  Morgan  lost 
ards  of  $50  million  in  the  mortgage- 
ed  market  in  the  first  quarter  of 
year,  and  it  followed  that  with  addi- 
il  losses  through  the  year.  Those 
;s  helped  drop  Morgan's  1992  trad- 
revenue  to  $959  million,  from  $1.3 


billion  in  1991. 
The  losses  are 
a  short-term  embar- 
rassment for  both 
firms,  but  Morgan  and  Salo- 
mon may  have  gotten  off 
easy — provided  they've  since  gotten 
out  of  the  10  market.  Experts  say  some 
firms  that  trade  lOs  could  have  it  worse 
in  the  coming  weeks,  because  the  full 
impact  of  the  latest  wave  of  mortgage 
refinancing  isn't  yet  reflected  in  10 
prices.  Refinancing  applications  have  hit 
record  levels  on  several  occasions  during 
the  past  year,  but  the  line  is  so  long  that 
many  actual  refinancings  have  yet  to 
take  place.  Worse,  refinancing  activity 
tends  to  increase  when  rates  take  a  turn 
upward.  One  mortgage  banker  recalls 
that,  when  bond  prices  sagged  recently, 
"the  phones  went  crazy." 
To  be  sure,  securities  firms  and  banks 


make  serious  attempts  to  hedge  their 
lositions  in  volatile  markets.  They  are 
spending  millions  on  the  latest  technol- 
ogy to  develop  models  that  will  helj) 
them  navigate  the  markets,  and  many 
banks  have  made  risk-management  spe- 
cialists into  senior  officers.  Several  firms 
have  also  lured  the  giants  of  financial 
theory  from  America's  top  universities 
to  help  them  build  these  models. 
GARBAGE  IN?  Experts  say  the  models 
that  securities  dealers  and  banks  are  us- 
ing aren't  set  up  to  deal  with  today's 
market  conditions,  though.  In  the  case 
of  mortgage-backed  securities,  they 
note,  the  models  are  failing  to  pre- 
diet  how  ([uickly  people  are  refi- 
nancing  their  debt.  "The  models  are 
fine,  given  the  right  volatility  assump- 
tions," says  Andrew  S.  Carron,  a  direc- 
tor at  First  Boston  Corp.  But  "there's  no 
way  of  knowing  for  certain  that  you've 
put  in  the  right  assumptions." 

Many  models,  for  example,  predict 
that  homeowners  will  replace  30-year  ad- 
justable-rate mortgages  with  30-year 
fixed-rate  ones.  In  reality,  though, 
thousands  of  people  are  switching  into 
15-year  mortgages.  That  means  that 
pools  of  mortgages  backing  mortgage- 
backed  securities  are  changing  more 
dramatically  than  the  models  indicated 
they  would. 

"Risk  managers  at  brokerage  firms 
talk  about  being  [hedged  enough  to  pro- 
tect themselves  if  prices  move]  two  stan- 
dard deviations  from  the  norm,"  says 
Stephen  Robert,  chairman  of  Oppenhei- 
mer  &  Co.  "However,  it's  the  third  stan- 
dard deviation  that  happens  once  in  a 
blue  moon — that's  what  kills  you." 

Few  dealers  are  prepared  to  stop  trad- 
ing in  volatile  markets.  The  potential  re- 
turns are  simply  too  alluring.  But  with 
rapid  price  swings  increasingly  common, 
these  dealers  may  now  realize  that  even 
the  fanciest  models  can't  protect  them 
from  today's  roller-coaster  markets. 

Bij  Kclleij  Holland,  with  Leah  Nathans 
Spiro,  in  Neiv  York 


,  its  retail  brokerage  business 
in. 

Salomon  Inc.  and  Morgan  Stan- 
have  earned  bushelfuls  of  mon- 
he  years  from  their  proprietary 
But  for  PaineWebber,  "it  was 
le  long  run  a  money  maker," 
ford  C.  Bernstein  &  Co.  analyst 
zkowski. 

ES.  Like  most  Wall  Street  firms 
'80s,  PaineWebber  embraced  all 
trading  with  its  own  money — 
some  good  years.  In  1988,  the 
rage  group  accounted  for  much 
irm's  $42  million  earnings.  By 
!  firm  had  about  five  trading 
th  more  than  $2  billion  in  propri- 
ding  positions.  It  did  U.  S.  stock- 


index  arbitrage — commonly  called  pro- 
gram trading — for  customers.  But  it 
considered  this  proprietary  trading,  be- 
cause PaineWebber  itself  took  substan- 
tial market  risk.  It  also  had  a  30-person 
index-arbitrage  operation  in  London  and 
Tokyo. 

For  all  that  trading,  however, 
PaineWebber  never  mastered  the  com- 
plexities of  the  business.  And  proprietary 
trading  created  many  problems.  "You 
wind  up  competing  against  your  custom- 
ers. It  creates  a  potential  conflict  be- 
tween two  halves  of  the  firm,"  says  Fen- 
sterstock.  Then,  there  is  the  tension 
between  the  1,500  institutional  sales  and 
trading  employees  and  about  25  propri- 
etary traders — who  can  drain  everyone's 


bonus  pool.  "When  they  win,  they  win, 
and  when  they  lose,  they  can't  give  the 
money  back,"  says  Fensterstock. 

PaineWebber's  earnings  would  have 
been  even  higher  last  year.  While  it  al- 
most completely  eliminated  its  risk-arbi- 
trage operations  in  late  1990,  three  trad- 
ers were  still  active.  In  the  fourth 
quarter  of  1992,  Paine  Webber  took  an 
$11  million  loss  on  a  $16  million  risk- 
arbitrage  position.  It  then  shut  down  its 
arbitrageurs  completely. 

The  real  test  will  be  keeping  earnings 
strong  when  the  Street  isn't  riding  high. 
If  PaineWebber  can  do  that,  abandoning 
proprietary  trading  will  be  the  best  loss 
it  ever  took. 

By  Leah  Nathans  Spiro  in  New  York 
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MUTUAL  FUNDS  I 


INVESTOR, 
KEEP  OUT 


Some  mutuiil  funds  ai'e  getting 
more  cash  than  they  can  handle 


If  you  were  thinkiiij^  about  investing; 
in  the  T.  Rowe  Price  Snmil-Cap  Val- 
ue Fund,  you've  tliouglit  too  long. 
On  Mar.  4,  the  fund  closed  its  doors  to 
new  investors.  The  reason:  The  $.'-!80  mil- 
lion fund  had  taken  in  $100  million  in 
new  money  alone  this  year,  straining  its 
ability  to  invest  in  the  small,  illiquid 
stocks  in  which  the  fund  specializes. 

The  time  has  also  passed  for  getting 
into  the  Lindner  Dividend,  Monetta,  and 
Strong  Common  Stock  funds,  and  it  is 
running  out  for  others.  With  mutual 
funds  raking  in  record  cash,  six  closed 
or  announced  closings  in  the  past  five 
weeks,  and  more  are  expected  (table). 

In  closing  a  fund,  the  manager  for- 
goes fees  that  could  have  been  collected 
from  new  investors.  But  what  the  man- 
agement hopes  to  maintain  is  the  invest- 
ment performance  for  the  existing 
shareholders.  "It's  one  of  the  most  pro- 
shareholder  things  a  fund  company  can 
do,"  says  Don  Phillips,  publisher  of 
Moruingstar  Mutual  Funds. 

What's  prompting  the  closings  is  just 
too  much  money  chasing  too  few  invest- 
ment opportunities.  Eric  Ryback,  who 
runs  the  $1.2  billion  Lindner  Dividend 
Fund,  said  $20  million  a  day  was  coming 
in,  and  most  was  ending  up  in  Treasury 
bills  earning  37''  while  he  searched  for 
better  places  to  invest  it.  Says  Ryback: 
"I  can't  invest  money  at  37  and  continue 
to  pay  out  the  77-  yield  that  I'm  trying 
to  give  to  my  shareholders."  Even  Fideli- 
ty st(>])ped  accepting  new  investors  in  its 
Low-Prici'd  Stock  Fund  on  Feb.  9,  when 
its  assets  hit  $2.8  billion — about  half  of 
which  was  sitting  in  cash. 
BIG  RUSH.  Janus  Twenty  P^und  also  cut 
off  new  investors,  even  though  it  buys 
large-cap  stocks.  That's  because  the 
fund  deliberately  limits  its  portfolio  to  20 
to  30  securities,  while  many  large  funds 
may  own  100  or  more.  An  unchecked 
torrent  of  cash  could  force  Janus  Twen- 
ty into  changing  the  investment  strategy 
tliat  made  it  successful. 

When  funds  shut  the  money  window, 
they  usually  have  something  else  to  sell. 
Strong  Funds  point  investors  toward  the 
Strong  Opportunity  Fund,  which  has  the 
same  portfolio  managers  as  their  closed 
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fund.  But  there  is  a  difference.  The  Op- 
portunity Fund,  like  many  alternatives 
to  shuttered  small-company  funds,  in- 
vests in  medium-cap  stocks. 

Ironically,  announcing  an  upcoming 
closing  can  unleash  the  flood  of  new 
money  the  managers  were  trying  to 
avoid.  In  June,  1991,  Janus  Funds  said  it 
would  close  the  then-$745  million  Janus 
Venture  Fund  on  Sept.  30,  1991.  Inves- 
tors stormed  in,  and  by  the  deadline,  its 
assets  had  ballooned  to  $1.2  billion.  With 
Janus  Twenty,  the  management  compa- 
ny gave  six  weeks'  notice  and  stopped 
sending  prospectuses  that  day.  Still, 
some  $500  million  came  in  the  interim. 

Now,  funds  that  announce  closings 
don't  give  much  notice.  Strong  Common 
Stock  set  its  Mar.  19  cutoff  on  Mar.  10. 
Lindner  Dividend  gave  new  investors  a 


SHUTTING  THE  DOOR 


In  the  last  five  weeks,  these  funds  have  stopped 

taking  money  from  new  investors... 

Fund                     Assets  when  closed  (millions) 

FIDELITY  LOW-PRICED  STOCK 

$2,790 

JANUS  TWENTY 

3,600 

LINDNER  DIVIDEND 

1,200 

MONETTA 

500 

T.  ROWE  PRICE  SMALL-CAP  VALUE 

380 

STRONG  COMMON  STOCK* 

448 

...and  these  funds  might  be  next 

Current  assets  (millions) 

FAM  VALUE 

$100 

MUTUAL  DISCOVERY 

130 

OAKMARK 

610 

*  Mar,  16,  fund  closes  Mar  19       DATA  BUSINESS  WtEK 

week  to  get  in,  and  $100  million  pou 
in  during  that  week.  One  under-the-v 
investor,  Chicago  retiree  Dolores  Li 
sey,  drove  five  hours  to  Lindner's 
Louis  headciuarters  because  by  the  ti 
she  learned  of  the  closing,  it  was  too  1 
to  invest  by  mail.  "I  had  been  watch 
that  fund  and  thinking  about  moving 
money  there,"  she  says.  But  the  deadl 
forced  her  hand. 

WATCH  LIST.  Existing  shareholders 
newly  closed  funds  can  usually  contii 
to  make  additional  investments.  1 
folks  thinking  of  investing  anew,  es 
cially  in  small-cap  funds,  may  have 
act  quickly.  Fund  analysts  believe 
19-month-old  Oakniark  Fund,  up  A 
last  year,  is  ripe  for  closing,  since  it  1 
swelled  to  $610  million  in  assets.  Rob 
Sanborn,  Oakmark's  manager,  S5 
there's  no  plan  to  close,  but  if  the  c 
rent  inflows  of  $2  million  a  day  contin 
"it  could  happen  this  year."  And  Mut 
Discovery  Fund,  the  new  Michael  Pi 
fund  that  opened  last  December  and 
ready  has  some  $130  million  in  ass( 
will  close  when  it  hits  $300  million.  T 
large  funds  run  by  Price,  Mutual  Sha 
and  Mutual  Qualified  Fund,  have  b( 
closed  to  new  investors  for  years. 

Another  name  on  the  watch  list  is 
$100  million  FAM  Value  Fund.  It  de 
ered  a  257  total  return  last  year,  and 
assets  have  more  than  doubled  sii 
Jan.  1.  George  Chelius,  fam's  market 
director,  says  the  fund  will  close  if 
vestment  performance  or  customer  s 
vice  falters,  "but  so  far  neither  is  a  pr 
lem."  Still,  he  worries  about  gett 
inundated  with  more  money.  "I'd  hate 
see  our  name  in  print  again,"  he  sig 
"It  makes  the  phones  go  crazy." 

By  Jeffrey  M.  Laderman  in  New  Yh 


tKETS  &  INVESTMENTS 


fHEN  IS  IT 
N-REAL  ESTATE? 

e  case  for  REITs  is  strong,  but 
ly  may  be  becoming  too  popular 

r here's  an  ancient  joke  about  a  visi- 
tor to  New  York  City  being  talked 
into  an  unwise  real  estate  invest- 
nt — the  Brooklyn  Bridge.  Well,  real 
ite  investment  trusts  are  so  hot  this 
r,  their  stocks  up  a  whopping  177', 
t  chary  investors  have  a  right  to  won- 
:  Is  the  REIT  boom  only  just  begin- 
g,  or  are  investors  being  sold  a  latter- 
■  version  of  you-know-what? 
n  fact,  the  arguments  for  REITs  are 
1  compelling.  REITs  are  akin  to  closed- 
I  mutual  funds  except  that  they  own 
tfolios  of  properties  instead  of  stocks 
bonds.  So  long  as  rates  remain  low 
I  doldrums  persist  in  commercial  real 
ate,  abetted  by  ongoing  Resolution 
ist  Corp.  auctions,  REIT  operators  will 
p  on  snapping  up  worthy  properties 
bargain-basement  prices.  With  their 
ts  remaining  low  and  rents  apparent- 
firming,  REIT  operators  are  generat- 
yields  that  often  exceed  7%. 
VARE  OF  DOGS.  "Essentially,  what's 
ipeiied  is  that  investors  realize  REITs 
the  only  way  to  take  advantage  of 
liquidity  crunch  in  the  real  estate 
rket.  All  the  traditional  sources  of 
ital  for  the  real  estate  industry  have 
le  away,"  notes  John  Moran,  who 
3ks  REITs  at  Kidder,  Peabody  &  Co. 
I  result  is  a  boom  in  initial  public 
erings  by  new  REITs  and  secondary 
ck  offerings  by  old  ones, 
'he  spate  of  recent  REIT  stock  offer- 

I  rUAL  FUNDS  l^^^^^^^H^^^H 


fHIP  OUT  YOUR 
CISSORS 

/estors  may  soon  be  able  to  buy 
id  shares  by  mailing  in  a  coupon 

rhe  idea  of  a  "financial  supermar- 
ket" is  all  but  dead,  but  those  that 
sell  mutual  funds  may  soon  have 
thing  in  common  with  their  local 
icers:  They'll  both  accept  coupons. 
^he  Securities  &  Exchange  Commis- 
ri  is  proposing  to  let  investors  buy 
tual  funds  by  clipping  a  coupon  from 
ad  in  a  publication  or  direct-mail  pro- 
tion  and  sending  it  in  with  a  check.  If 
i  initiative,  known  as  "off-the-page" 
es,  is  approved  by  SEC  commissioners. 


ings  have  generated  ample  commissions 
for  underwriters,  of  course.  But  inves- 
tors haven't  made  out  so  badly  either 
(chart).  And  some  bulls  argue  that  even 
an  upturn  in  rates  won't  hurt  REITs  too 
badly,  especially  if  the  economy 
strengthens  and  commercial  real  estate 
prices  firm.  "It's  clear  we've  passed  the 
bottom  in  many  geographic  areas  and 
property  types.  As  the  economy  gets 
better,  commercial  rents  will  be  rolling 
over  at  higher  rates" — keeping  yields 
healthy,  says  Barry  Greenfield,  a  veter- 
an fund  manager  who  heads  the  Fidelity 
Real  Estate  Investment  Portfolio,  a  REIT 
mutual  fund. 

But  playing  the  REIT  game  at  this 


REITS  OUTSHINE 
THE  MARKET 
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stage  can  be  hazardous.  Skeptics  warn 
that  the  REIT  boom  is  likely  to  attract 
less  desirable  operators — such  as  spin- 
offs from  financial  institutions  desiring 
to  expunge  crummy  properties  from 
their  inventories.  Investors  can  avoid 
such  dogs  by  sticking  to  experienced 
REIT  operators  who  have  significant  eq- 


it  will  allow  fund  managers  that  sell  di- 
rectly to  the  public,  such  as  Fidelity, 
Vanguard,  and  Dreyfus,  to  accept  mon- 
ey without  first  sending  a  prospectus. 

Off-the-page  sales  level  the  playing 
field  between  direct  marketers — mainly 
no-load  funds — and  broker-sold  funds. 
Brokers  can  sell  funds  without  first  de- 
livering a  prospectus,  though  the  pro- 
spectus must  come  with  the  customer's 
confirmation.  Under  the  new  plan,  direct 
marketers  would  have  to  do  the  same. 
NO  RACE  CARS.  The  off-the-page  notion 
was  raised  last  year  in  the  SEC's  wide- 
ranging  review  of  fund  regulations.  A 
draft  proposal  was  to  be  taken  up  by  the 
commissioners  on  Mar.  18  and  is  be- 
lieved to  enjoy  wide  support.  The  final 
regulation  could  be  in  effect  by  this 
summer. 

For  fund  companies,  this  new  sales 
method  can  save  millions.  Roger  Servi- 
son,  head  of  retail  marketing  at  Fidelity, 


uity  interests  in  their  operations.  Moran 
says  another  rule  of  thumb  is  to  buy 
REITs  with  yields  at  least  as  high  as  30- 
year  Treasury  bonds  (now  6.9'a),  a  capi- 
tal structure  of  no  more  than  407  debt, 
and  a  preponderance  of  long-term  debt. 
Some  companies,  he  notes,  load  up  their 
balance  sheets  with  short-term  debt  to 
lower  their  financing  costs  and  thus 
boost  their  yields  artificially.  Moran's  fa- 
vorites include  the  newly  public  Taub- 
man  Centers  Inc.,  a  shopping  center  de- 
veloper, and  Bradley  Realty  Trust,  a 
veteran  real  estate  organization  that 
owns  shopiting  centers  in  the  Midwest. 
WILD  CARD.  REITs  look  SO  good  that  a 
problem  has  cropped  up:  excessive  popu- 
larity. Just  the  other  day,  for  instance, 
retail  behemoth  Merrill  Lynch  &  Co.  rec- 
ommended that  investors  over-weight 
their  portfolios  with  REITs.  "It's  the  end 
of  the  cycle  when  everybody  starts  talk- 
ing about  REITS.  It's  always  been  that 
way,"  cautions  Arthur  Bonnel,  manager 
of  the  MIM  Stock  Appreciation  Fund.  He 
notes  that  a  similar  REIT  boom,  20  years 
ago,  ended  in  disaster  for  investors. 

Bonnel  points  out  that  one  potentially 
worrisome  wild  card  in  the  REIT  biz  is 
the  upcoming  tax  bill.  But  Moran  feels 
the  bill  could  help  REIT  investors  by 
freezing  the  capital  gains  tax  rate.  REITs 
must  pay  out  at  least  957  of  their  prof- 
its to  avoid  taxation,  and  part  of  their 
payouts  consist  of  capital  gains.  So  a 
capital  gains  freeze  could  boost  the  rela- 
tive attractiveness  of  REITs  as  income 
vehicles  for  high-bracket  investors. 

Buying  REITs  may  still  be  anathema  to 
investors  with  sour  memories  of  the  real 
estate  bust  of  the  late  1980s.  With  all 
the  IPOs  rushing  to  market,  brokers  will 
be  pushing  them  hard.  There  may  be  a 
few  suspension  bridges  in  the  bunch,  but 
REITs  are  still  worth  a  look. 

Bi/  Gnry  We  ins  in  Nciv  York 


says  857  of  prospectuses  are  mailed  to 
people  who  never  buy  the  fund.  Fidelity 
already  has  three  new  ads  ready  to  run. 
Servison  says  this  sales  approach  would 
work  best  for  simple  products  such  as 
money-market  funcls. 

There's  little  room  for  flashy  race  cars 
or  battery-powered  bunnies  in  these  ads. 
A  sample  ad  released  by  the  Investment 
Company  Institute  is  packed  with  small 
type  and  bland  language.  That's  because 
the  new  ads  have  to  contain  a  "summary 
prospectus"  with  information  on  fees, 
risks,  investment  objective,  and  1-year, 
5-year,  and  10-year  performance  data. 
They'll  also  be  subject  to  stringent  liabil- 
ity standards  and  size  restrictions. 

There  is  something  else  about  the  mu- 
tual-fund coupons  that  distinguish  them 
from  the  supermarket  sort:  They  can't 
be  cashed  in  for  a  discount. 

By  Geoffrey  Smith  in  Boston,  ivitli 
Michael  Sehroeder  in  Washington 


ICE 
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Finance 


CORPORATE  FINANCE  I 


STILL  DEMING 

AFTER  ALL  THESE  YEARS 


Tough  bargainer  Eli  Broad  wants  to  add  to  his  insurance  empii-e 


Iowa  state  officials  won't  soon  forg;et 
the  ruck-'em,  soci\-'em  bargaining 
style  of  Eli  Broad.  In  the  fall  of  1989, 
then-Insurance  Commissioner  William  D. 
Hager  found  himself  dickering  across  a 
table  with  the  Los  Angeles  financier, 
who  wanted  to  buy  $4  billion  of  the  in- 
surance assets  of  Integrated  Resources 
Inc.,  the  crippled  financial-services  com- 
bine. Each  time  Hager  thought  Broad 
was  ready  to  make  a  final  bid,  Broad 
would  back  away  and  alter  the  terms. 
Finally,  several  shouting  matches  later, 
Broad  made  his  winning  bid,  a  low  $95 


So  he  beefed  up  his  line  of  retirement 
products  through  a  series  of  acquisitions 
from  ailing  competitors.  And  in  1989,  he 
spun  off  the  insurance  unit  from  Kauf- 
man &  Broad  Home  Corp.  to  focus  en- 
tirely on  the  retirement  market  (table). 
Broad's  hallmark  is  customer  service, 
with  policyholders  able  to  get  instant 
policy-status  information  over  an  800 
line.  The  strategy  is  paying  off.  Sun- 
America  earned  13.57'  on  equity  last 
year,  while  the  industry  average  was 
about  11''.  Although  he  has  had  his 
share  of  bum  investments,  like  other  in- 


A  key  Broad  strength  is  that  mes 
deals  don't  scare  him.  Take  the  case 
Denver-based  Capitol  Life  Insurance  ( 
In  1985,  the  insurer  was  low  on  capi 
and  under  pressure  from  regulators 
find  a  buyer  fast.  With  the  list  of  1) 
ders  short.  Broad  stepped  in.  His  tern 
He  would  take  over  payouts  on  the  $£ 
million  block  of  annuities  only  if 
could  cherry-pick  the  insurer's  best  ; 
sets,  leaving  the  rest  for  other  buyer 
EYES  OPEN.  Broad  seems  to  have  inhei 
ed  his  entrepreneurial  genes  from  1 
Lithuanian  immigrant  father,  who  sta 
ed  out  as  a  house  painter  and  ended 
owning  two  small  five-and-dime  stores 
the  Detroit  area.  Together  with  Don; 
Kaufman,  who  had  married  Eli  Broai 
wife's  first  cousin,  he  scraped  togetl 
$25,000  from  family  members  and  sta 
ed  Kaufman  &  Broad.  The  homebuildi 
company  made  Broad  a  millionaire  at ; 
Kaufman  died  in  a  1983  plane  eras 
Broad's  estimated  net  worth  now:  $4 


million. 

Real  estati 


remains  dear  to  Broad 


ELI  BROAD'S 
NIMBLE  MOVES 


1987  Buys  New  York  life  insurer  First 
SunAmerica 

1989  Spins  off  stake  in  Kaufman  & 
Broad  homebuilder  to  focus  on  insurance 

1990  Picks  up  $4  bill  ion  in  assets  under 
management  from  busted  Integrated  Re- 
sources on  tfie  cheap — $95  million 

1991  Snags  $685  million  of  mutual  funds 
from  bankrupt  money  manager  Equitec  Fi- 
nancial Group  for  $19  million 

1993  With  $500  million  war  chest,  eyes 
such  possible  acquisition  targets  as  United 
Pacific  and  Xerox  tife 

DATA  BUSINESS  WEEK 


million.  This  was  without  the  guarantee 
of  k(  t'ping  jobs  in  Iowa  that  he  had 
promised  earlier.  "He  is,  bar  none,  the 
toughest  negotiating  opponent  I've  eve*' 
encountered,"  says  Hager. 

Opportunistic,  shrewd,  and  usually 
successful,  tlie  59-year-old  dealmaker 
has  over  the  past  three  decades  built 
two  businesses — homebuilder  Kaufman 
&  Broad  Inc.  and  insurance  company 
SunAmerica  Inc.  ($13. H  billion  in  a.s- 
sets) — on  the  uncanny  ability  to  sjjot 
openings.  In  the  la',e  1950s,  tiiat  meant 
riding  the  wave  of  postwar  U.  S.  home- 
building.  In  the  late  1980s,  Broad  saw 
his  next  market:  aging  baby  boomers. 
"We  served  them  with  their  first  home, 
and  now,  30  years  later,  we're  helping 
them  plan  for  retirement,"  he  says. 


surers,  nonperforming  assets  are  a  mere 
$71  million,  or  0.7',''  of  total  investments. 

Thanks  to  recent  debt  and  equity  of- 
ferings. Broad  has  an  estimated  $500 
million  to  finance  another  deal.  "When 
we  find  the  right  thing,  we  will  have  the 
capital  to  do  it,"  he  says.  As  less  sturdy 
competitors  scramble  to  meet  new  indus- 
try capital  standards,  finding  targets 
won't  be  difficult.  Saul  P.  Steinberg's 
Reliance  Group  Holdings  Inc.  is  said  to 
be  looking  for  buyers  for  United  Pacific 
Life  Insurance  Co.,  its  annuity  subsid- 
iary. Xerox  Corp.  has  its  Xerox  Life  on 
the  block,  and  smaller  insurers,  such  as 
Presidential  Life  Corp.  in  Nyack  (N.  Y.), 
have  fallen  on  hard  times.  Those  close  to 
Broad  say  he  has  looked  at  all  three,  but 
he  hasn't  bought  yet. 


and  now  is  a  bottom-fisher's  paradise, 
partnership  with  Los  Angeles  invesi 
Jeffrey  M.  Gault  has  scooped  up  $1 
million  in  nonperforming  apartment  a 
commercial  loans  seized  from  bust 
thrifts.  "They  make  risky  investment! 
says  Sanford  C.  Bernstein  analyst  Wi 
ton  M.  Hicks,  "but  they  go  in  with  ey 
wide  open." 

Although  Broad  pledges  he  will  gn 
ually  cut  down  on  corporate  duties 
s])end  more  time  on  personal  passioi 
such  as  a  300-piece  contemporary  art  c 
lection,  no  one  believes  it.  "He  is  one 
those  cowboys  who  will  die  with  1 
boots  on,"  says  a  former  SunAmeri 
executive.  And  with  $500  million  in  cas 
he  sure  can  rope  a  lot  of  deals. 

By  Amy  Barrett  in  Los  Ange 
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GENE  G.  MARCIAL 


HE  HUNGRY  EYES 
OOKING  AT 
lARNETT  BANKS 


s  a  regional  bank,  Florida-based 
Rarnett  Banks  has  become  a 
ast-rising  star.  And  on  Wall 
reet,  a  number  of  pros  are  betting 
at  the  bank  will  soon  shine — as  a 
keover  target. 

The  Street  has  yet  to  catch  up  with 
irnett,  though:  It  has  surprised  ana- 
sts  over  the  past  four  quarters  by 
isting  higher-than-expected  earnings. 
?he  next  time  Barnett  surprises  ana- 
•sts,"  says  one  New  York  money  man- 
:fer,  "it  will  be  about  a  buyout  bid — 
ost  probably  from  NationsBank," 
hich  has  been  tightening  its  grip  in 
e  Southeast  through  acquisitions. 
:  lis  pro  thinks  North  Carolina-based 
ationsBank  is  trying  to  move  fast  be- 
;  re  liberalized  interstate  banking  is  in- 
'  aduced.  Should  that  happen,  he  says, 
I  inkAmerica  and  Banc  One  may  also 
)  after  Barnett. 

That's  one  reason  why  Portfolio 
anager  Robin  West  of  the  New  Mexi- 

State  Investment  Council  has  been 
cumulating  shares  since  last  sum- 
er,  when  Barnett  was  36  a  share.  "A 
t  of  people  on  the  Street  follow  Bar- 
')tt,  but  most  of  them  are  missing  a 
t,"  says  West.  She  says  Barnett  re- 
ains  "very  much  undervalued,  both 

Florida's  most  dynamic  bank  and  as 
buyout  candidate." 
Katherine  Hensel,  an  analyst  at  Leh- 
an  Brothers,  is  also  high  on  Barnett. 
le  argues  that  the  bank's  superior 
anchise  and  deep  market  penetration 

Florida  makes  it  "an  obvious  take- 
er  candidate"  for  NationsBank.  She 
■lieves  NationsBank  wants  to  domi- 
ite  or  at  least  be  a  major  player  in 
ery  market  it  serves — as  it  is  in 
jorgia.  North  Carolina,  and  South 
u'olina. 

•Y  PROVIDER.  So,  says  Hensel,  it  be- 
loves  NationsBank  to  build  up  its 
2ak  third-place  position  in  Florida, 
irnett,  she  notes,  has  the  dominant 
anchise  in  a  state  "with  one  of  the 
rongest  demographic  profiles  in  the 
untry."  Barnett  is  the  primary  pro- 
ler  in  Florida  of  single-family-home 
ortgages  and  controls  some  40' '<  of 
nsumer  loans  and  277f  of  the  com- 
ercial  loan  market. 
Hensel's  earnings  forecast  for  Bar- 
•tt  are  higher  than  the  consensus  es- 
nates.  She  sees  earnings  of  $3.90  a 
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share  this  year  and  $5  in  1994.  And  she 
puts  a  takeover  price  at  65  to  70. 

The  stock  has  been  rising  on  the  Big 
Board  since  December,  climbing  from 
40  to  47.  One  takeover  investor  says 
some  informal  talks  have  already  tak- 
en place  between  NationsBank  and 
Barnett  executives.  A  Barnett  spokes- 
man declined  comment. 


LITTLE 
BIG  STOCK? 


When  money  manager  Glen 
Klecza  invests  in  small-cap 
stocks,  he  means  small,  as  in 
$30  million  to  $150  million.  Stocks  with 
such  modest  capitalization  account  for 
just  5'/'r  of  all  publicly  traded  stocks.  So 
why  does  Klecza,  a  partner  at  Brinson 
Partners,  go  for  them?  "They  have 
provided  us  with  top  returns,"  he  says. 
Klecza's  $600  million  Brinson  Post-Ven- 
ture Fund  posted  a  compounded  annu- 
al gain  of  26'A  in  the  past  five  years. 

One  of  Klecza's  top  picks  is  Greiner 
Engineering,  a  large  engineering,  ar- 
chitecture, and  surveying  firm  with  a 
market  cap  of  $81  million.  The  stock, 
now  at  17  a  share,  traded  at  8  when 
Klecza  started  buying  two  years  ago. 
"We  got  into  Greiner  as  an  infrastruc- 
ture play,  and  we've  done  very  well," 
says  Klecza.  The  group  has  since 
cooled,  but  he  thinks  "there's  a  lot 
more  upside  power  in  Greiner."  Klecza 
sees  the  stock  hitting  20  in  a  year. 

Here's  why:  Greiner  is  in  a  business 
that  will  gain  mightily  from  programs 
that  will  be  introduced  in  the  Clinton 
Administration,  especially  those  involv- 
ing infrastructure,  notes  Klecza.  Chair- 
man and  CEO  Frank  Callahan  also  has 


several  new  |)rojects  in  the  works.  One 
deal  is  a  likely  contract  with  Disney 
Productions  involving  a  major  expan- 
sion of  Disneyland.  Says  Klecza:  Oth- 
ers buy  growth  stocks  for  their  current 
fast-growth  momentum,  "while  we  buy 
future  fast-growth  [stocks],  for  which 
we  pay  very  little." 

Klecza  makes  sure  the  companies  he 
l)uys  into  have  strong  balance  sheets 
with  little  debt  and  lots  of  cash,  and 
stock  prices  below  or  close  to  the  com- 
pany's tangible  book  value.  That  fits 
Greiner  to  a  tee.  Klecza  expects  a  net 
of  $1  this  year,  $1.25  in  1994,  and  $1.45 
in  1995. 


GREETING  CARDS 
WITH  A  CONSCIENCE 


Carolyn  Bean  Publishing,  probably 
the  smallest  publicly  traded 
greeting-card  company,  is  also 
unusual  in  another  sense:  It  makes 
cards  and  stationery  for  such  nonprofit 
organizations  as  the  Sierra  Club,  Moth- 
ers Against  Drunk  Drivers,  and  the 
American  Society  for  the  Prevention  of 
Cruelty  to  Animals.  One  might  think 
that  such  a  company  would  have  a 
tough  time  turning  a  profit. 

Indeed,  it  did.  But  after  three  years 
of  losses,  Carolyn  Bean  Publishing  be- 
came marginally  profitable  in  the  year 
ended  Sept.  30,  1991,  and  last  year,  it 
posted  earnings  of  $140,000,  or  ll(t  a 
share.  One  analyst  figures  the  compa- 
ny will  net  30(t  this  year  and  45$  in 
1994.  Part  of  the  projection  stems  from 
more  chain  stores  agreeing  to  carry 
the  cause-related  cards,  and  the  addi- 
tion of  another  big  client — the  Humane 
Society  of  the  U.  S.  The  nation's  larg- 
est animal-protection  organization  has 
licensed  Carolyn  Bean  to  produce  and 
market  cards  and  stationery  carrying- 
its  name. 

Carolyn  Bean's  cards,  including  the 
Sierra  Club  line  of  wildlife  note  cards, 
are  now  carried  by  4,300  outlets,  in- 
cluding Barnes  &  Noble  Superstores, 
Natural  Wonder  Stores,  Rizzoli  Book- 
stores, and  Perry  Drug  Stores,  where 
they  are  being  test-marketed.  Presi- 
dent Bruce  Wilson  is  confident  more 
outlets  will  carry  the  company's  prod- 
ucts as  Carolyn  Bean  attracts  more  or- 
ganizations. 

Shares  of  Carolyn  Bean,  which  is 
scheduled  to  change  its  name  this  sum- 
mer to  Healthy  Planet  Products,  have 
been  trading  over-the-counter  between 
4  and  6V2  since  September.  Currently 
at  0%,  one  major  investor  says  the 
stock  could  double  in  a  year. 


CE 
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THE  REPUBLICAN 
IN  CLINTON'S  FACE 


Dick  Armey  has  emerged  as  the  House's  chief  budget-basher 


When  Representative  Dick  Ar- 
mey of  Texas  launched  a  cru- 
sade in  1987  to  close  obsolete 
military  bases,  Senator  Phil  Gramm 
(R-Tex.l  flatly  told  him  it  couldn't  be 
done.  Two  years  later,  Armey's  biparti- 
san coalition  dealt  the  Establishment  a 
stunning  defeat,  proving  that  persis- 
tence, brains,  and  timing  can 
occasionally  overcome  the  huge 
handicap  of  being  a  House 
Republican. 

Even  as  Bill  Clinton  turns 
to  Armey's  base-closing  com- 
mission to  help  slash  the  mili- 
tary Inidget,  the  Texas  econo- 
mist has  emerged  as  the 
President's  most  effective  tor- 
mentor on  Capitol  Hill.  His 
combination  of  substantive  ac- 
complishment and  blunt  talk  is 
what  led  the  House  GOP  to 
give  Armey  its  No.  3  leader- 
ship job  last  fall.  "We  feel  he 
will  articulate  the  Republican 
philosophy  in  a  clear  and  fo- 
cused and  comprehensible 
way,"  says  fi-eshman  Represen- 
tative Martin  R.  Hoke  (R- 
Ohio),  who  credits  advice  fi'om 
Armey  for  helping  him  to  beat 
incumbent  Democrat  Mary 
Rose  Oakar  in  November. 
TOO  SHRILL?  Few  in  Congi-ess 
Cluestion  Armey's  intellect,  but 
his  ascension  to  chairmanship 
of  the  House  Republican  Con- 
fereri'-e  raises  the  question  of  whether  a 
true  bclifver  can  succeed  on  compro- 
mise-drivci;  Capitol  Hill.  "Dick  Armey 
is  going  to  1  himself  a  nonplayer," 
says  House  Dt  nocratic  Study  Group 
Chairman  Mike  Synar  (D-Okla.l.  "He's 
too  shrill  and  has  absolutely  no  effec- 
tiveness." But  while  Ai-mey  is  every  bit 
as  conservative  as  House  Minority  Whip 
Newt  Gingrich  (R-Ga.),  he  has  won  the 
respect  of  some  Democrats.  "I  have  not 
^'"^en  in  Armey  the  kind  of  per-sonal  nas- 
tii  ess  and  demagogic  aspect  that  Gin- 
gric!i  has,"  says  Representative  Barney 
Frank  (D-Mass.),  who  worked  with  Ar- 
mey to  cut  farm  spending. 

With  the  Democrats  back  in  the 
White  House,  Armey,  52,  sees  his  role 


as  an  "academic  whistle-blower"— expos- 
ing the  truth  behind  Clinton's  budget. 
The  tax  hikes,  he  insists,  are  higher 
than  the  President  says,  the  savings  are 
smaller,  and,  despite  a  promise  of  "hon- 
esty in  budgeting,"  the  package  has 
plenty  of  smoke  and  mirrors.  At  the 
White  House  recently,  he  told  Clinton: 


D  DIPLOMACY' 


"Your  plan  won't  work.  It  is  based  on  a 
faulty  economic  model  which  assumes 
that  higher  taxes  will  reduce  the  deficit 
and  doesn't  recognize  they  will  slow  the 
economy ...  If  you  pass  this  plan,  you'll 
be  a  one-term  President." 

Repul)licans  loved  the  insolence.  "If 
the  king  has  no  clothes,  Dick  will  point 
this  out,"  says  Representative  Harris  W. 
Fawell  (R-IIL).  Adds  GOP  pollster  Tony 
Fabrizio:  "Armey  takes  it  a  step  beyond 
just  being  another  conservative.  When 
you  believe  in  something  passionately, 
you'll  fight  to  your  dying  breath  for  it." 

Tr-ained  as  a  microeconomist,  with  a 
PhD  from  the  University  of  Oklahoma, 
Armey  keeps  a  dog-eared  copy  of  Adam 
Smith's  The  Wealth  of  Nations  in  his  of- 


fice bookcase  and  has  high  regard  f 
such  conservative  economists  as  Milb 
Friedman,  Thomas  Sowell  of  Stanfo 
University's  Hoover  Institute,  and  Jam 
M.  Buchanan  of  George  Mason  Univ( 
sity.  "I've  been  accused  of  having  faith 
the  market,"  Armey  says.  "I  don't  ha 
faith,  I  have  evidence." 
NUTTY  PROFESSOR.  At  first,  Armi 
gained  a  reputation  on  the  Hill  as  a  ni 
ty  professor.  As  a  freshman,  he  tri' 
to  save  a  few  bucks  by  sleeping  on  a  c 
in  the  House  gym.  Evicted  by  the 
Speaker  Tip  O'Neill,  Armey  retreab 
to  an  office  sofa.  He  and  his  wife,  Sus£ 
now  rent  a  house. 

Armey  sought  to  establish  his  se 
ousness  by  immersing  himself  in  e( 
nomic  policy  debates.  Unlike  most  Hou 
Rei)ublicans,  he  has  built  a  solid  legis 
five  record.  In  1985,  he  help< 
sink  "comparable  worth"  leg 
lation  that  would  have  broa 
ened  the  definition  of  equ 
pay  for  women.  As  the  top  F 
publican  on  the  Joint  Econoi 
ic  Committee  in  1991,  Armi 
blasted  the  Congi-essional  Bu 
get  Office's  economic  forecas 
and  skewered  contentions  th 
the  1980s  were  bad  for  Ame 
ca.  "To  rely  on  the  CBO  f 
your  understanding  of  the  '8 
is  like  relying  on  The  Flh 
stones  for  your  undenstandii 
of  the  Stone  Age,"  he  snaps 
In  his  new  post,  Armey  h 
shown  equal  passion  for  twea 
ing  the  new  Administratio 
His  "rapid  response  team"  pi 
vides  lively  quotations  for  r 
porters  within  minutes  of 
news  event.  But  the  Texan 
still  uncomfortable  with  sor 
public-relations  aspects  of  tl 
job.  Armey  allowed  a  contr 
versy  over  lobbyists  unde 
writing  the  annual  House  G( 
retreat  near  Princeton,  N. , 


to  overshadow  a  policy-packed  sessio 
And  after  a  recent  joint  press  confe 
ence.  Senator  Gramm  explained  to  A 
mey  that  he  had  drowned  out  his  ov 
words  by  nervously  jangling  his  pock 
change.  Armey  admits  he's  not  a  mad 
for-TV  congressman.  "I  have  always  di 
dained  ceremonial  matters,"  he  says, 
may  not  be  good  at  it,  but  I'm  learnir 
things  such  as  tact  and  diplomacy." 

Graciousness  won't  always  be  eas 
Democrats  rule  the  House  with  an  in 
hand.  And  victories,  such  as  the  rece: 
(iop  effort  to  scrap  four  select  comm: 
tees,  will  be  rare.  But,  laughs  Arme 
"My  daddy  always  told  me  it  was  bett 
to  be  persecuted  than  ignored." 

By  Richard  S.  Dunham  in  Washingh 
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IjOTUS'  'NOTES'  GET 
A  lOT  OF  NOTICE 


Users  praise  "groupware,"  and  rivals  scramble  to  catch  up 


In  19;tl,  accounting  giant  Coopers  & 
Lylirand  l)egan  searching  for  tech- 
nology- to  make  its  audit  teams  more 
productive.  The  firm  was  among  the 
first  to  try  Notes,  a  "groupware"  pro- 
gram from  Lotus  Development  Corp. 
Among  other  things.  Notes  lets  co-work- 
ers organize  and  share  financial  and  tax 
information.  It  also  relays  advice  and 
analysis  from  outside  specialists,  boost- 
ing productivity  by  letting  the  firm  "lev- 
erage a  small  number  of  highly  special- 
ized people,"  says  Ellen  M.  Knapp. 
Coopers'  vice-chairwoman  of  technolo- 
gy. With  Notes,  audits  are  done  faster 
and  complex  questions  from  clients  are 
answered  sooner.  Some  500  auditors  use 
Notes  now,  but  2,000  will  by  next  year. 
"This  will  change  forever  the  way  we 
deal  with  our  customers,"  says  Knapp. 

It  may  also  change  the  fortunes  of 
Lotus  Development.  Once  the  No.  1  sell- 
er of  personal-computer  software,  Lo- 
tus has  drifted  to  No.  3,  behind  Micro- 
soft Corp.  and  Novell  Inc.  Its  operating 
profits,  excluding  acquisition-related 
charges  and  profits  from  stock  sales, 
have  dropped  two  years  in  a  row.  Reve- 
nues from  its  flagship  Lotus  1-2-3 
spreadsheet  program  actually  shrank  G'ir 
last  year,  to  $606  million,  due  to  price 
wars  and  loss  of  market 
share. 

MANY  RAVES.  What  Lo- 
tus needs  —and  has  been 
seeking  for  seven  years- 
is  something  to  fill  the  1- 
2-3  gap.  Now,  it  looks  as 
if  Notes  could  be  it.  The 
program,  which  runs  on 
networks  of  IBM-compat- 
ible PCs,  generated  lots 
of  interest  and  positive 
reviews  when  it  was  ii. 
troduced  in  1989.  But 
sales  were  slow  to  take 
off.  One  reason:  The  first  version  worked 
with  the  slow-selling  OS/2  operating  sys- 
tem from  IBM.  Another:  It  took  custom- 
ers such  as  Coopers  as  mucli  as  two 
years  to  fully  install  and  customize  the 
software,  and  train  workers  to  use  it. 
Now,  the  momentum  is  accelerating. 


Coopers  and  other  influential  customers 
such  as  Ford,  Unilever,  and  Citicorp  are 
reporting  success  stories.  And  on  Mar. 
24,  the  program  should  get  another 
boost  when  Lotus  unveils  Release  3  of 
Notes,  which  will  work  on  Apple  Macin- 
tosh computers  and  workstations  run- 


)0 


LOTUS 
BANKS 
ON  NOTES 


Microsoft  countered  with  Windows 
Workgroups,  but  sales  have  been  "dis 
pointing,"  says  McCoUum.  "For  the  fi 
time,  Lotus  has  Microsoft  trying  to 
spond  to  what  it's  doing,"  says  Beni 
Rose,  an  analyst  with  Hancock  Instil 
tional  Equity  Services.  I 
Indeed,  Lotus  now  wants  Notes! 
become  a  software  "platform,"  like  1 
crosoft's  MS-DOS  and  Windows  oper 
ing  software.  The  company  is  aggr 
sively  courting  vendors  to  incorpor; 
the  program  in  their  applications 
Notes  word  processor  that  lets  wTit( 
work  on  the  same  draft  of  a  letter, 
example.  If  enough  developers  do  th 
Notes  could  become  an  "infrastructi 
for  creating  new  classes  of  applicatior 
says  Cliff  Conneighton,  Lotus'  director 
communications-products  marketing. 
The  key  will  be  attracting  indep< 
dent  software  de\ 


NOTES'  SHARE  OF 
TOTAL  SAIES 


DATA:  mum  KESEAKCH,  DEAN  WfTTER  REYNOLDS  INC. 


ning  the  Unix  oi)erating 
system,  as  well  as  PCs. 
The  result:  Sales  should 
double,  to  $100  million, 
accounting  for  about  10% 
of  Lotus'  revenues  this 
year  (chart).  "They've 
really  opened  up  a  new 
market  here  and  have  at 
least  a  year  lead  on  competitors,"  says 
Timothy  R.  McCollum,  a  software  ana- 
lyst at  Dean  Witter  Reynolds  Inc. 

But  competitors  are  coming  out  of 
the  woodwoi-k.  WordPerfect  Corp.  is  fu- 
riously adding  information-sharing  fea- 
tures to  its  word-processing  software. 


opers,  somethi 
Lotus  has  little 
perience  doing.  "1 
Notes  to  be  succe 
ful,  it  will  have 
have  [the  suppi 
of)  hundreds 
thousands  of  s( 
ware  vendors,"  s; 
Daniel  Petre,  vi 
president  of  1 
crosoft's  Workgrc 
Div.  "I'm  not  si 
that's  going  to  h. 
pen."  Not  so,  s£ 
Lotus  Senior  Vi 
Pi-esident  Robert 
Weiler.  Softwi 
makers  "are  com 
to  us,"  he  says. 

In  the  meantir 
Notes  is  provi 
that  it  can  ring 
sales  for  other  ] 
tus  products.  No 
customers  he 
helped  make  Lot 
cc:Mail  the  top  s 
er  in  electronic  n 
programs,  and  many  Notes  custom i 
are  also  inclined  to  go  with  other  Loi 
software  packages.  At  Coopers,  for 
stance,  some  branches  had  begim  usi 
Microsoft's  Excel  for  Windows.  But  te 
nology  chief  Knapp  argued  that  1- 
for  Windows  worked  better  with  No 
and  made  it  the  standard  for  the  cc 
l)any's  7,000  U.  S.  auditors. 
TRACKING  CONTACTS.  To  get  Notes 
talilished,  Lotus  is  targeting  specific  j( 
that  could  benefit  from  groupware,  si 
as  processing  health-care  claims,  shar: 
logistics  reports,  and  logging  reports 
sales  calls  or  other  dealings  with  c 
tomers.  To  reach  these  markets,  Loi 
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signed  up  nearly  300  resellers  to 
omize  Notes.  That's  a  big  change:  At 
Lotus  relied  heavily  on  its  own 
s  force  and  a  marketing  agreement 
1  IBM.  "We  want  to  create  an  indus- 
around  Notes,"  says  Conneighton. 
Enthusiastic  office  workers  have 
led  spread  the  word.  Ethyl  Corp.,  a 
nicals  company,  purchased  Notes  for 
workers  in  1991  so  they  could  dis- 
ute  research  reports  to  field  offices 
e  efficiently.  Soon,  the  Richmond 
)  company's  sales  department  want- 
•^otes  to  track  customer  contacts  and 
ribute  product  information.  Now, 
yl  plans  to  buy  400  more  copies.  "It's 
i  of  infectious,"  says  Ethyl  computer 
liaiist  Joe  Weber.  "People  come  in, 
:  over  your  shoulder  and  say:  'Can  I 
e  access  to  this?' " 
GAMBLE.  If  Notes  can  brighten  Lo- 
prospects,  much  of  the  credit  will  go 
fim  P.  Manzi,  Lotus'  chief  executive 
:e  1986.  The  41-year-old  Manzi  has 
n  roundly  criticized  for  lacking  the 
mical  smarts  to  manage  in  the  fast- 
sd  PC  software  industry.  But  Lotus 
ders  say  it  was  Manzi  who  kept 
es  alive  when  customers— and  the 
ipany  itself— didn't  know  what  to 
ce  of  the  complex  package.  And  he 
made  communications  and  informa- 
l-sharing important  features  in  all 
us  software.  He  even  encouraged  the 
ition  of  "Chronicle"  to  the  1-2-.3  pro- 
m,  a  feature  that  keeps  track  of 
ch  worker  made  what  changes  in  a 
sadsheet  file.  Manzi  also  bet  heavily 
Notes  at  a  time  when  profits  from 
iT  products  had  been  shrinking.  Since 
9,  he  has  allocated  about  $50  million 
Notes  development. 
Tiat's  a  big  gamble,  considering  that 
us  doesn't  expect  profits  from  Notes 
il  late  1993.  For  years,  the  company 
vided  huge  discounts  to  resellers,  but 
ently  it  upped  wholesale  prices  so 
"6  of  the  $495  list  price  will  flow  to 
us.  "If  they  can't  make  money  on 
ites]  this  year,  they  can't  make  mon- 
'  says  Randy  Burkhart,  a  vice-presi- 
it  at  Notes  reseller  Corporate  Soft- 
'6  Inc.,  whose  January  sales  of  Notes 
red  to  10  times  year-ago  levels. 
)0  this  is  the  crucial  year  for  Lotus 
1  its  Notes  strategy.  The  new  ver- 
1  should  help:  It's  easier  to  custo- 
;e  and  write  new  programs  for.  And 
Coopers,  Knapp  says  that  workers 
finding  all  kinds  of  new  uses  for 
tes,  such  as  using  it  to  disseminate 
ails  of  tax-law  changes  to  clients.  The 
n  is  considering  installing  Notes  on 
computers  of  important  clients  as  a 
y  to  keep  in  touch.  That  could  lead  to 
re  customers  for  Lotus.  With  that 
d  of  momentum,  it's  easy  to  see  what 
ries  after  1-2-3:  Fore! 
Sy  Gary  Mc  Williams  in  Cambridge, 
ss. 
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In  May,  rivals  will  get  a  better  shot  at  the  toll-free  business 

s 


ince  the  1984  breakup  of  American 
Telephone  &  Telegraph  Co.,  the 
phone  giant  has  been  bloodied  by 
rivals  in  virtually  every  segment  of  the 
long-distance  marketplace,  save  one:  the 
lucrative,  toll-free  "800"  service.  "This 
is  one  of  the  last  big  pieces  of  AT&T's 
monopoly,"  says  Berge  A.  Ayvazian,  a 
senior  vice-president  at  Yankee  Group 
Inc.,  a  Boston  market-research  firm. 

Starting  on  May  1,  that  vestige  of 
the  old  Bell  System  monopoly  may  be 
blown  away.  That's  when  the  Federal 
Communications  Commission  is  set  to 
open  up  the  $7.5  billion  market  for  toll- 
free  service  to  full  competition.  For  the 
first  time,  companies  with  800  service 
will  be  able  to  switch 
carriers  without  having 
to  change  their  numbers. 
In  the  past,  changing 
meant  giving  up  well- 
known  numbers,  often 
tied  to  costly  ad  cam- 
paigns—such as  Ameri- 
can Express  Co.'s  "Dial 
1-800-THE-CARD."  That's 
why,  despite  six  years  of 
competition  from  MCT 
Communications  Corp., 
Sprint  Corp.,  and  smaller 
long-distance  rivals,  AT&T 
has  kept  some  75%  of 
the  market. 

Months  before  they 
take  effect,  the  new 
rules  have  spawned  a 
noisy  scramble.  Competi- 
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AS  THE  TOLL-FREE 
MARKET  GROWS... 


▲  BILLIONS  OF  DOLURS 


...CAN  AT&rS 
DOMINATION  lAST? 


1992  MARKET  SHARE 
AUT  Dm  ■  SPRINT  BOTHER 


15% 

75% 

tors  think  they  can  shrink  AT&T's  market 
share  to  less  than  60%  in  the  next  year 
or  two.  In  January,  they  launched  a 
multimillion-dollar  barrage  of  print  and 
televison  ads,  and  AT&T  responded.  MCI 
started  offering  100  free  days  of  long- 
distance .service  over  two  years  to  lure 
new  customers,  a  promotion  that  was 
quickly  matched  by  Sprint  and  AT&T. 
MCI  has  held  "battle  briefings"  in  40  cit- 
ies, handing  each  salesperson  an  "800 
Call  to  Arms"  kit  in  an  army  knapsack. 
'FRESH  LOOK.'  The  battle  might  have 
begun  years  ago  if  the  technology  had 
been  in  place.  In  his  1984  order  l)reaking 
up  the  phone  giant,  U.  S.  Di.strict  Judge 
Harold  H.  Cireene  tried  to  open  the  mar- 
ket to  competition.  But 
the  switches  then  used 
l)y  local  phone  companies 
couldn't  route  incoming 
800  calls  to  carriers  other 
than  AT&T,  which  creat- 
ed 800  in  1967  as  an  easy 
way  to  call  collect. 

In  1985,  the  court 
came  up  with  an  interim 
plan,  assigning  the  first 
three  digits  after  the 
"800"  to  different  car- 
riers. But  a  customer 
who  wanted  1-800-THE- 
GAME  was  still  limited 
to  the  carrier  owning  the 
"843"  exchange.  That,  of 
course,  was  AT&T. 

Under  the  new  sys- 
tem, made  possible  by 


3% 
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Corporate  Leadership 
For  A  Changing  West 


ince  the  fall  of  the  Berlin  Wall 
1989,  Americans  have  wit- 
issecl  a  steady  stream  of  his- 
ric  world  events.  Most  of 
ese  watersheds  have  been 
doomed  in  the  U.S. —  even 
lebrated.  Bnt  for  many,  these 
amatic  shifts  have  been 
>preciated  only  as  external 
.lenomena,  as  changes  that  are 
tiiconnected  to  life-as-usual  in 
is  country. 

Indeed,  Peter  Ueberroth, 

e  chairman  of  Rebuild  Los 
'igeles,  senses  that  many 
nericans  cling  to  a  notion  that 
g  change  occurs  only  outside 
e  U.S.  Says  Ueberroth,  "Even 
we  watch  much  of  the  v^orld 
ansform  itself,  we  assume 
nerica  does  not  have  to 
lange  in  any  fundamental 
ay."  Ueberroth  finds  this  an 
accurate  and  counterproduc- 
'e  assumption. 

"For  the  U.S.  to  compete  and 
ad  in  this  unsettled  time,  we 
ust  aggressively  attack  our 
ition's  structural  and  social 
■oblems.  To  do  that  effective- 
,  business  and  government 


must  cooperate.  Many  ceos 
have  outstanding  records  in 
tackling  corporate  transforma- 
tion. Now,  they  should  step  up 
to  the  plate  and  champion 
change — urban,  regional,  and 
national,"  says  Ueberroth. 

The  themes  of  change,  coop- 
eration, and  competition  voiced 
by  Ueberroth  dominated 
Business  Week's  first  invitational 
forum  of  1993.  held  recently  in 
Scott.sdale,  Arizona.  All  those 
present  were  chief  executives  of 
large  American  companies.  The 
1993  Business  ITee/fe  Western 
Roundtable  of  Chief  Executive 
Officers  was  co-sponsored  by 
MCI  Communications 
Corporation,  and  hosted  in  part 
by  Arizona  Governor  Fife 
Symington.  It  was  scheduled 
in  conjunction  with  the  Phoenix 
Open  Golf  Tournament. 


A  Changing 
Economic  Outlook 

labile  acknowledging  there 
may  be  an  American  blind  spot 
when  it  comes  to  change, 


Walter  H.  Shorenstein,  one  of 

America's  leading  real  estate 
developers  and  a  prominent 
California  Democrat,  reads  the 
1992  Presidential  election  as  a 
mandate  for  change.  "It  signaled 
a  public  will  to  wrestle  with  the 
deficit,  unemployment,  urban 
unrest,  and  the  overall  erosion 
of  America's  place  in  the  world 
economic  order.  In  today's  glob- 
al environment,  these  should 
not  be  partisan  issues.  Business 
depends  on  government  to  fos- 
ter a  climate  in  which  compa- 
nies can  compete  and  thrive. 
For  business  to  succeed,  gov- 
ernment must  succeed  " 


The  Recovery 

Donald  W.  Walls,  senior  vice- 
president  of  DRI/McGraw-flill 
and  economist-in-residence  at 
the  Annual  Business  Week 
Western  Roundtable,  had  ^ood 
news  and  bad  news  about  the 
reccweiy.  He  noted  that  con- 
sumer confidence  is  up;  the 
GNP  grew  2%  in  1992  and  is 
expected  to  top  3%  in  1993; 


Corporate  Leadership  for  a  Changing  West  •  Special  Advertising  Sei 


exports  are  up  almost  6%;  and 
inflation  is  being  held  to  2.5% 
to  3%  a  year.  "The  U.S.  econo- 
my is  well-positioned  for  recov- 
ery, and  I  see  no  bottlenecks  on 
the  horizon,"  says  \)(^ills.  "Here 
in  the  West,  the  state  economies 
are  all  boimcing  back.  And 
California — with  the  eighth 
largest  economy  in  the  world — 
is  leading  the  recovery." 
Still,  the  rebound  isn't  as 


Kevin  J.  Bennis 

Senior  Vice-President 
MCI  Business  Services 


II 


"Competition 
in  the  telecom- 
munications 
industry  has  pro- 
duced lower  prices, 
better  products, 
and  more  choices 
in  long  distance 
services.  The 
cumulative  impact 
has  been  overall 
market  growth. " 


.strong  as  those  following  other 
recessions.  Walls  attributes  the 
sluggishness,  in  part,  to  the 
widespread  restructuring  of  U.S. 
corporations.  "The  transforma- 
tions of  the  19<S()s  and  early 
199()s  have  created  far  leaner 
businesses.  One  painfiil  result: 
Today's  white-collar  iinem- 
pkjyed  won't  return  to  their  old 
jobs."  That  reality  is  acute  in 
California  where  one  of  eveiy 
ten  residents  is  imemployed. 
The  nature  of  this  recovery 


poses  distinct  challenges  for  the 
nation.  Says  Walls,  "Compet- 
itiveness, for  example,  can  no 
longer  be  measured  in  terms  of 
job  growth.  In  the  next  20 
years,  job  growth  will  be  half 
that  of  the  last  20.  The  U.S.  isn't 
turning  into  a  nation  of  ham- 
burger-flippers, but  certain 
industries — textiles  and  furni- 
ture are  just  two — will  dehnitely 
lose  manufacturing  jobs." 

The  real  win. 
Walls  suggests,  is 
for  business  and 
government  lead- 
ers to  discover 
new  ways  to 
strengthen  indus- 
try clusters  within 
their  .states.  He 
believes  that 
regional  competi- 
tiveness and 
growth  — like  a 
corporation's  — 
will  be  built  on 
the  ability  to 
match  the  needs  of 
a  fast-changing 
global  ec<  )n(  )niy 
with  locally  available  human 
capital  and  natural  resources, 
together  with  the  application  of 
advanced  technoloyies. 


Championing  Competition 

Kevin  J.  Bennis,  MCI 

Business  Services  .senior  vice- 
president,  sees  competitiveness 
and  growth  as  two  sides  of  the 
same  coin.  He  insists  that 
increased  competition  in  any 
market,  product,  or  service  will 


fuel  growth.  As  an  executive 
MCI — a  company  rewriting  tf 
Ijook  on  competition — this  b: 
seems  ju.stified.  "Competition 
the  telecommunications  indu; 
tiy,  for  instance,  has  produce 
lower  prices,  better  products, 
and  more  choices  in  long-dis 
tance  services.  The  cumulativ 
impact  has  been  overall  marl> 
growth." 

To  further  support  his  case 
FSennis  cites  these  trends; 

•  Consumers  paid  $3-09  for  a 
minute  call  from  New  York  to 
Los  Angeles  in  f983;  today,  M( 
Friends  &  Family  subscribers  p 
93^'  for  that  same  call. 

•  Fiber-optic  networks  with 
next-door  S(jund  quality,  and 
new  sei'vices  tailored  to  custoi 
need  are  becoming  standard. 

•  Customers  can  now  select 
from  more  than  300  products 
and  discount  plans.  Before 
1984's  divestiture,  only  two  S( 
vice  options  were  available. 

•  Since  1984,  industiy  reveni 
have  grown  at  twice  the  GNP 
despite  a  46%  drop  in  prices. 

For  MC'I,  the  picture  is  evei 
brighter:  Its  1992  revenues  W( 
up  I  I'M),  twice  the  industiy  av 
age.  This  growth  reflects  a  gk 
al  telecommunications  sector 
brimming  with  opportunity  ai 
the  benehts  of  adopting  a  hig 
ly  entrepreneurial  and  flexibk 
approach  to  all  as|^ects  of  MC 
activities.  Its  most  recent  inca 
nation  emerged  in  August  19^ 
when  the  company  reorganize 
along  market  lines.  Timothy 
Price,  president  of  MCI 
Business  Services,  ,says,  "MCI 
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ds  no  franchise  on  tech- 
Qgy — competitors  will  even- 
ly match  us  — so  we  have  to 
•  on  our  marketing  skills. 
■  best  bet  is  to  stay  close  to 
pulse  of  our  customers  by 
ciing  ourselves  into  separate 

ijps  that  then  immerse  them- 
es in  their  market  segment, 
t's  what  we  did  and  that's 
1  we're  the  ones  coming  up 
w  1  new  service  ideas  first." 

Leveraging  Technology 

1  e  president  of  the  Center  for 
tl  New  West,  Philip  M. 
B  gess,  agrees  with  Price  that 
n  ompany  sustains  technolog- 

advantage  for  long.  But  he 
n  's  that  American  business 
(!  earned  an  impressive  profit 
'')  )ry  by  building  on  cutting- 
/  technological  capabilities. 
<  )bally  competitive  compa- 
position  themselves  best  by 
citing  technology,"  says 
E  -ard  R.  McCracken,  presi- 
and  CEO  of  Silicon 
)hics.  But  he  adds  this 
.  at:  "Technology  is  a  busi- 
n(  .  tool,  not  a  panacea  for 
ei  rprise.  It's  what  we  do  with 
!e  nology  that  counts." 
rs.  Fields  Cookies  is  an 
nple  of  a  business  that  cap- 
li-i  d  market  advantage  by  sue- 
fully  applying  technology, 
v^ile  most  managers  devote  at 
'e'  ■  50%  of  their  day  to  plan- 
•i  ,  analysis,  numbers,  and 
-fwork,  the  managers  of 
i'  mall-based  retail  chain 
!>i  tice  "knowledge-leverag- 
in  '  Randy  Fields,  husband 


of  Mrs.  Fields  and  chairman  of 
Fields  Software  Group,  explains: 
"On  a  set  of  3.5-inch  disks,  we 
have  developed  a  consultant 
who  helps  our  store  managers 
make  decisions  by  giving  them 
access  to  the  best  practices. 
These  computer  tools  free  our 
managers  of  administrivia  so 
they  can  focus  on  their  main 
job — managing  people." 

Fields's  recipe  for  exploiting 
today's  technology  is  concise 
and  bold:  "Every  ceo  must  seize 
ownership  of  the  right  technol- 
ogy and  drive  it  into  their  busi- 
ness. They  must  define  technol- 
ogy's strategic  role  for  their 
company  and  then  fully  exploit 
it  to  revise  the  rules  of  their 
industiy." 

Highways  of  the 
New  Economy 

Investing  in  advanced  tech- 
nology is  more  than  a  business 
imperative.  To  pump  up  the 
nation's  competitive  muscle, 
governments  must  also  start 
investing.  Ground  level  is  a 
good  place  to  begin,  says 
James  Costantino,  executive 
director  of  the  Intelligent 
'Vehicle-Highway  Society  (IVHS). 
Passage  of  the  1990  Intermodal 
Surface  Transportation 
Efficiency  Act  (ISTEA)  moved 
the  U.S.  into  an  era  of  rethink- 
ing surface  transportation,  and 
Costantino  is  eager  to  see  cut- 
ting-edge technology  applied  to 
roads. 

"The  average  speed  of  traffic 
in  an  urban  area  today  is  7  miles 


per  hour — the  same  speed  that  a 
camel  caravan  traveled  2,000 
years  ago,"  says  Costantino.  "It's 
not  pie-in-the-sky  to  suggest  that 
computer  technology  might  rev- 
olutionize U.S.  surface  trans- 
portation. Air  and  rail  systems 
are  computerized,  and  the 
marine  industry  has  used  high- 
technology  for  years.  And  — 
predictably  —  our  two  strongest 
economic  rivals,  Japan  and 
Germany,  have  already  applied 
advanced  technology  to  their 
traffic  systems,  winning  them- 
selves a  competitive  edge." 

IVHS  America  was  estab- 
lished under  the  ISTEA  in  1991 
as  a  working  partnership 
between  the  public  and  private 
sectors.  To  achieve  its  goal  of 
moving  the  U.S.  into  a  new  age 
of  surface  transportation, 
Costantino  says  the  program 
will  need  just  over  $200  billion 
in  the  next  20  years.  Under- 
scoring the  theme  of  partner- 
ship, he  notes  that  the  bulk  of 
the  investment,  $170  billion,  will 
come  from  the  private  sector. 

Enacting  ISTEA  was  a  step  in 
the  right  direction,  says  Louis 
Higgs,  director  of  the  Council 
on  North  American  Cooperation. 
"For  the  first  time,  leaders  are 
thinking  about  how  the  U.S. 
transportation  system  can  bol- 
ster business." 


Public-Private  Cooperation 

True  to  its  pioneering  tradition, 
the  'Western  U.S.  has  become  a 
locus  of  innovative  alliances 
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between  business  and  go\  ern- 
inent.  Thc-^e  partnerships  are 
producing  striking  new  plat- 
forms for  grov\  th  and  prof- 
itability— collaborati\"e  mod- 
els that  can  be  replicated 
nationwide. 

Delegates  to  the  1993 
Biisiiiess  W'eele  W  estern 
RoLindtable  had  only  to  \  isit 
downtown  Phoenix  for  one 
\  ibrant  example  of  public-pri- 
\"ate  cooperation.  The  America 
West  Arena,  home  of  the 
Phc^enix  Suns,  opened  there 
in  June  1992.  The  centerpiece 
of  Phoenix's  downtown  re\i- 
talization.  the  Arena  is  expect- 
ed to  draw  o\  er  2  million  \isi- 
tors  in  its  first  year  alone. 

Jerr>-  Colangelo.  president 
and  CEO  of  the  Plioenix  Suns, 
explains  that  the  S90  millic^m 
con.struction  costs  were  split 
between  the  cir\'  and  the  Suns. 
"Phoenix's  financial  responsi- 
bility wa.s  capped  at  S3^  mil- 
lion, and  it  retains  ow  nership 
of  the  land  and  arena.  Phoenix 
also  recei\"es  ~0'^■:^  of  the  first 
30  \  ear>'  net  re\enues.  In 
turn,  the  Stms  pledged  to 
operate  die  arena  and  play 
here  for  40  vears." 

Cit\'  officials  and  local  busi- 
ness cn\  nerN  cheer  the  Arena's 
impact  on  the  bottom  line. 
More  than  "00  food-service 
jobs  ha\"e  been  created  and. 
on  exent  nights,  downiown 
restaurants  are  packed.  The 
30-year  economic  impact,  in 
constant  1988  dollars,  is  S330 
million  in  direct  re\  enues. 
S2.5  billion  in  direct  and  indi- 


rect retail  sales,  and  512"^  mil- 
lion in  direct  sales-tax  re\  enues. 
"  Tliis  is  a  win-win  partnership 
for  business  and  gox  ernment. " 
says  Colangelo. 

Considering 
Corporate  Ethics 

Integral  to  any  partnership  or 
cooperati\"e  x  enture  is  the 
assumption  of  mutual  trust. 
Normally,  that  trust  is  built  on 
a  histon,'  of  hc^nest  behavior 
and  a  shared  cc^de  of  ethics. 
Dr.  James  R.  \^  ilburn 
dean  of  the  ^chool  of 
Business  and  Management. 
Pepperdine  Uni\ersity.  says. 
"Ethics  isn't  a  way  of  look- 
ing at  certain  things.  Ethics 
is  a  certain  way  of  looking 
at  e\  erything." 

But  in  recent  years,  ethical 
codes  in  some  businesses  seem 
to  ha\  e  become  blurred.  Roger 
J.  Magnuson.  author  of  TJje 
White-Collar  Crime  R\-plosio)i.  is 
succincth'  blunt  about  the  mat- 
ter: "Today,  white-collar  crime 
is  a  serious  disease,  and  it's 
spreading  acrcxss  .America. "  He 
sees  a  decline  of  ethics  as  part 
and  parcel  of  a  white-collar 
crime  wa\  e.  "Yet  it  is  also  abet- 
ted by  a  criminal  system  w  here 
stretchy  km  s  are  brc^adly  inter- 
preted." Donning  his  attorney 
hat.  .Magnuson  counsels  that  a 
corporate  compliance  program 
is  the  best  w  a\'  lo  deter  risk\- 
behav  ior.  "The  prognosis  i.sn  t 
good  for  people  charged  with 
business  crime.  Over  90'\i  are 
conv  icted  or  plead.  Clearly. 


abstinence  is  tlie  best  prev  ention. 

Surely  the  most  moving  argu 
ment  for  etliical  behax  ior  came 
from  an  unusual  visitor  to  tlie 
Business  Week  Western 
Roundtable:  an  inmate  from  th< 
Nellis  Federal  Prison  in  Nevada 
A  former  Midwestern  business- 
man who  has  sen  ed  113 
months  of  a  2S-year  sentence 
for  a  Wall  Street  wliite-collar 
crime,  says.  "W  hen  you  are 
unethical,  there  are  no  rea- 
son.s — iust  excuses.  You  have 
no  feeling  of  accomplisliment 
and  certainly  no  peace  of  mind 
Believ  e  me.  tlie  anxiety,  fear, 
and  pain  never  stops  once  you 
step  over  the  line. " 


Leadership,  like  ethics — as  aptl^ 
defined  by  Dr.  W'ilfiurn — 
requires  "looking  at  evervtliing 
in  a  cenain  way.  "  .And  today  s 
creative  business  and  govern- 
ment leaders  are  all  looking 
ahead  in  a  certain  way.  That 
wax  is  based  on  a  vision  of  ilie 
future  driv  en  l^v"  change,  com- 
petition, and  cooperation. 

The  consensus  among  CEOs  at 
tlie  1993  Business  rCt'f/(?  W  estern 
Roundtable  is  that  the  future — 
both  in  the  We.st  and  in  the 
nation — iU  be  owned  b\"  lead- 
ers who  can  successfully  manag< 
and  merge  those  drivers. 


Written  by  Barbara  H.  Peters 
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)  BY  PETER  COY 


kRING  UP  SEED  MONEY 
t  FERTILIZER  ON  WHEELS 


oshe  Alarnaro 
wants  lo  put  the 
fertilizer  industry  on 
wheels.  The  Newton 
(Mass.)  inventor  is  pur- 
suing a  15-year  dream  to 
create  mobile  factories 
to  produce  nitric  acid. 
Improving  on  a  process 
invented  in  Norway  in 
1905,  Alamaro  hopes  to 
zap  air  with  an  electric 
arc,  then  bubble  the  re- 
sulting gas  through  wa- 
ter, producing  nitric 
which  could  be  combined  with  other  chemicals  to  make 
alty  nitrite  fertilizers.  The  plants  could  be  trucked  around 
lur  trailers  to  wherever  electricity  is  cheapest  at  the  time, 
imaro's  biggest  problem  is  persuading  investors  to  back 
;ompany,  Deshen  International  Inc.  Cheaper  electricity 
d  help.  So  Alamaro  is  lobbying  the  federal  government  to 
'  utilities  with  a  temporary  excess  of  generating  capacity 
ve  ultralow  rates  to  companies  such  as  his  that  promise  to 
way  as  soon  as  permanent  customers  need  the  juice. 


MICE  AND  MEN 

D  THE  FUNCTION  OF  GENES 


rhen  scientists  finish  sequencing  the  entire  human  ge- 
nome around  the  year  2005,  they'll  know  the  structure 
■IK'S,  but  not  necessarily  the  function.  New  research  sug- 
;  that  "yeast  artificial  chromosomes,"  or  YACs,  may  soon 
sed  to  study  the  function  of  unknown  human  genes  by 
ting  them  in  mice.  YACs  are  DNA  structures  made  mostly 
east  that  can  carry  large  pieces  of  other  species'  DNA. 
ing  in  the  Mar.  19  Science,  scientists  at  the  Whitehead 
tute  for  Biomedical  Research  in  Cambridge,  Mass.,  report 
I  YA('s  to  insert  into  mouse  embryos  a  piece  of  DNA  that 
a  mouse's  cell  to  make  collagen.  The  mice  that  were  born 
ed  the  genes,  which  were  fully  functional, 
aanwhile,  scientists  at  Foster  City  (Calif.)  startup  Cell 
!sys  have  used  a  YA('  to  insert  a  much  larger  piece  of 
tioning  human  DNA,  coding  for  a  marker  enzyme,  into 
,  as  reported  in  the  Mar.  18  issue  of  Nature.  Cell  Gen- 
goal,  says  Chief  Executive  Stephen  A.  Sherwin,  is  to 
•t  genes  for  human  antibodies  into  mice,  making  them 
rate  human  antibodies  that  could  be  used  as  drugs.  But 
mplications  for  the  Human  Genome  Project,  he  says,  are 
mous:  "The  bigger  the  pieces  of  DNA  you  can  study,  the 
ter  the  opportunity  to  sort  out  genes  and  what  they  do." 


;ht  bulbs  to  make  America 
ally  stingy  with  the  juice 


uorescent  lights,  though  more  efficient  than  incandescent 
■nes,  still  suck  up  roughly  457^  of  all  the  electricity  con- 
ed in  the  U.  S.  during  business  hours.  Pacific  Gas  &  Elec- 
Co.  is  one  of  several  utilities  that  pay  customers  to  install 
ir  solid-state  ballasts,  which  trim  the  appetite  of  fluores- 
lights  by  up  to  357.  That's  cheaper  than  building  a  new 


generating  plant,  says  Robin  P^urness,  I'C&K's  director  of  ener- 
gy-efficiency programs. 

Here's  the  next  step:  a  smart  ballast  that  enables  fluores- 
cent lights  near  windows  to  save  another  35'A  by  "harvesting 
daylight" — automatically  dimming  in  bright  daylight.  The  se- 
cret is  a  patented  chip  from  Micro  Linear  Corp.  in  San  Jose, 
Calif.,  that  is  to  be  unveiled  Mar.  29.  The  chip  converts  regular 
60-hertz  current  into  a  40,000-hertz  wave.  The  high  frequency 
is  more  efficient,  eliminates  flickering,  and  allows  the  chip  to 
adjust  fluorescent  outi)ut  in  resijonse  to  daylight  variations. 
With  the  growing  likelihood  of  an  energy  tax.  Micro  Linear 
figures  it  has  a  winner. 


HOW  EVERY  TEAM  COULD  WIN 

IN  THE  HDTV  DERBY  

Three  teams  of  corporate  bigs  are  vying  to  provide  the 
technology  for  the  next  generation  of  television.  The  Fed- 
eral Communications  Commission  was  expected  to  pick  a  win- 
ner early  this  summer,  paving  the  way  for  one  team  to  rake  in 
huge  royalty  payments.  Now,  it  looks  as  if  a  decision  won't 
come  until  early  1994.  That's  because  the  three  teams — one  led 
by  Thomson,  Philips,  and  NBC,  another  by  General  Instrument, 
and  a  third  by  Zenith  Electronics — are  closeted  in  negotiations 
to  form  what's  being  called  a  "grand  alliance"  merging  the 
best  aspects  of  each  of  their  high-definition  television  (HDTV) 
systems.  An  agreement  might  be  reached  by  early  April. 

The  teams  have  some  major  incentives  to  get  together.  Not 
only  would  each  cut  the  risk  of  an  outright  loss,  but  an 
agreement  would  forestall  legal  protests  from  losing  teams 
that  could  delay  things  even  more.  If  the  deal  comes  off,  it 
would  take  most  of  1993  to  build  and  test  the  hybrid  system. 
That  means  U.  S.  consumers  [n'obably  wouldn't  get  their  first 
taste  of  HDTV  until  late  1994  or  early  1995. 


A  ROBOTIC  EYE 

THAT  BYPASSES  THE  BINARY 


Researchers  at  the 
University  of  Cali- 
fornia at  Berkeley  are 
taking  a  new  approach 
to  the  robotic  eye  with  a 
multipurpose-chip  design 
they  call  the  Cellular 
Neural  Network  Univer- 
sal Machine.  It  will  have 
hundreds  or  thousands 
of  tiny,  neuronlike  pro- 
cessors that  work  on 
real-world  data  in  their 
native,  analog  form  in- 
stead of  changing  them 
into  ones  and  zeroes.  That  makes  the  chip  faster  than  digital 
neural-network  chips,  such  as  Intel  Corp.'s.  And  unlike  other 
analog  neural  chips,  such  as  one  from  Synaptics  Inc.  that 
reads  numbers  for  check  authorization,  each  processor  has  lots 
of  its  own  memory.  That  means  each  processor  on  the  chip  can 
be  connected  to  fewer  neighbors,  simplifying  wiring. 

So  far,  only  small  versions  of  the  chips  exist.  But  Berkeley 
computer  scientist  Leon  0.  Chua,  who  invented  the  Universal 
Machine  last  year  with  Tamas  Roska  of  the  Hungarian  Acade- 
my of  Sciences,  is  designing  a  bigger  one  that  could  be  quickly 
reprogrammed  for  special  tasks.  Berkeley  neurobiologist 
Frank  Werblin  speculates  that  a  version  in  a  decade  or  so 
could  even  serve  as  a  primitive  bionic  human  eye. 
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Turn  vour  excess  inventor}'  mto  a 
tax  break  and  help  send  need\' 
kids  to  college, 

Call  for  vour  free  guide  to  learn  how 
donating  vour  slow  mo\'ing  in\'entor\'  can 
mean  a  generous  T.AA  WRITE  OFF  for  vour  companv. 

Cal  -QS-o^O-OOlO 


Excess  inrei'itory  today... rhuicKt  opportunity  tornorron' 


at's  The  Future  of 
relecommunications? 
t's  Your  Call... 


9  G  ^l 


Dial  212.512.3113 

Find  Out. 


0 


11  llene  Barnofsky  at  212.512.3113  or  8()().821,1329 
■  more  details  and  to  register  for  the  event. 

r  information  about  corporate  sponsorship  at  this  or 
ler  Business  Week  Executive  Programs,  contact 
illiam  H.  DeGraff 

rector  of  Sales,  Strategic  Programs  212.S12  (i012 


"The  1993  Future  of  World 
Communications  Symposium: 
New  Alliances  for  the  New  Age 
of  Global  Markets" 


To  be  held  May  5  through  6,  1993 

at  McGraw-Hill  World  Head(_|uarlers,  Kockcleller  Center,  New  York 

Calling  all  upper  management:  Directors,  executive  vice- 
presitlents.  general  managers,  \  ice-president,s/.\llS  of  North  America's 
largest  corporations,  and  militaiy  and  government  officials  directly 
invoKed  in  making  international  telecommunications  policy. 

Business  Week's  Symposium  on  The  Future  of  World 

Communications  w  ill  feature  personal  interchanges  with  leading 
hgures  of  international  business  and  government. 

Agenda  highlights  include: 

The  Honorable  Robert  J.L.  Hawke 

Prime  .Vlini.ster  of  Australia.  P)S3-1WI: 

'Telecommunications  and  Asia-Pacific  Economic  Cooperation: 
Laying  the  Groundwork  for  a  Tndy  Pacific  Community" 

Hank  R.  Greenberg.  (diairman  lH:  CEO 
American  International  Group: 

'View  From  The  Top:  Tlje  CEO's  Perspective  on  World 
Communications" 

"The  Ministers' Roundtable"  w  hich  features: 

Ambassador  Bradley  P.  Holmes.  Assistant  .Secretary  of 
Slate.  C.S,  Department  of  State 

Edward  Leigh  MP.  Parliamentaiy  I  nder-Secretaiy  of  State  for 
Trade  and  Technology.  CK 

Dr.  Eugene  Chien.  Minister  of  Tran.sportation  and 
Comnuinications.  Republic  of  China 

Presented  in  association  with: 

BT  Cable  and  Wireless,  PLC 

France  Telecom   PTT  Telecom  Netherlands  U.S.,  Inc. 
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MICRO  MANAGER:  VINOO  DHAM  HAD  TO  MEDIATE  ENGINEERS'  SILICON-TURF  BATTLES 


TINY  TRANSISTORS 
AND  COLD  PIZZA 


The  birth  of  Intel's  Pentium  chip — and  the  labor  pains 


On  Mar.  22.  Intel  Corp.  will  offi- 
cially launch  what  is  unquestion- 
ably the  most  complex  micro- 
l)roLt'>^or  ever  built— and  possibly  the 
most  important  chip  in  the  company's 
history.  Called  Pentiimi,  it  packs  3.1  mil- 
lion transistors— incredible  even  for  a 
chip  four  times  bigger  than  Intel's  cur- 
rent champ,  the  486.  Xot  only  will  Pen- 
tium take  personal  computers  to  new 
heights,  but  it  also  should  help  Intel  dis- 
tance itself  from  increasingly  successful 
doners— at  least  for  a  while.  And  it's 
likely  to  blunt  the  Rise  i reduced  instruc- 
tion-set computer!  challenges  from  the 
likes  of  Digital  Equipment  Corp.  and 
MIPS  Computer  Systems  Inc. 

Intel  promises  that  Pentium  will 
crunch  nimibers  like  a  mainfi-ame.  chew- 
ing through  100  million  instructions  per 
second,  or  five  times  the  speed  of  the 
486.  If  Pentium  deli\'ers  such  a  leap  in 
po\\  er.  it  should  he  Intel's  cash  cow  well 
into  the  late  1990s,  preserving  the  S5 
billion  company's  status  as  the  world's 
top  chii>maker.  If  it  doesn't,  the  Midas  of 
microprocessors  could  finally  be  de- 
throned, ending  an  era. 


Pentium  looks  so  good  on  paper  that 
many  industry  pundits  beliex  e  Intel  will 
pull  it  off.  One  important  sign:  Intel  felt 
secure  enough  about  Pentium  to  delay 
introduction  by  six  months,  so  as  not 
to  dampen  prematurely  sales  of  486 
chips  and  PCs  based  on  them.  "With 
enough  ingenuity,  money,  and  time,"  sa>"S 
Michael  Slater,  president  of  consultant 
MicroDesign  Resources,  Intel  has  found 
ways  to  compete  with  the  RISC  chips 
that  ha\"e  already  pushed  workstation 
performance  into  mainframe  turf, 
MANY  MASTERS.  ^\"]iate\  er  the  outcome, 
just  producing  the  Pentium  is  a  feat. 
Engineering  anything  with  3  million 
components  is  a  monumental  challenge. 
But  Intel  had  to  work  with  transistors 
so  tim"  that  it  would  take  .500  of  them  to 
circle  a  human  hair.  And  that's  just  the 
physics.  There  were  also  design  impera- 
tives: Come  up  with  a  design  that  comes 
close  to  the  zippy  RISC  chips,  yet  still 
runs  all  the  software  written  for  Intel's 
pre\-ious  microprocessors.  Thanks  to  that 
software  le\  erage.  Pentium  doesn't  have 
to  match  the  fastest  RISC  speeds.  Even 
.50^r  faster  will  probably  deter  not  in- 


duce users  to  switch,  declares  Slat 

Pentium  was  midwived  by  a  sm 
army  of  engineers,  programmers,  a 
support  personnel  who  struggled  i 
three  years  to  satisfy  those  requii 
ments  and  more.  This  is  their  story— c 
snapshot  of  the  treadmill  that  high-t< 
companies  must  keep  forever  spinning 
they're  not  to  lose  grotind.  Indeed,  soi 
Pentium,  designers  are  now  working 
its  successor's  successor— the  786  g( 
eration.  But  first  will  come  the  686, 
ready  in  research. 

The  tale  of  Pentium  began  in  Jtu 
1989.  barely  two  months  after  Int( 
486  had  been  introduced.  Vinod 
Dham,  general  manager  of  the  Woi 
group  Computing  Div.  and  the  man  \\ 
had  managed  the  final  stages  of  the  4 
project,  began  rounding  up  engines 
It  was  christened  P5,  the  fifth  in  a 
ries  dating  back  to  1979. 

This  was  not  to  be  simply  a  foUown 
Intel  had  been  tracking  Rise  technolo 
since  the  early  1980s,  and  in  1989  it 
troduced  its  own  RISC  chips.  Intel's  e 
tomers  and  partners  were  pressing  t 
company  to  use  more  of  that  technolo 
to  goose  the  performance  of  its  tra 
tional  chips.  Microsoft  Corp.  wantec 
chip  fast  enough  for  its  ambitious  W 
dows  NT  operating  system.  Comp 
Computer  Corp.  wanted  workstation-I 
performance.  In  1990.  both  comipan 
turned  to  MIPS'  RISC  design. 

Inside  Intel,  the  battle  over  R] 
raged.  Many  executi\  es  pointed  out  tl 
while  RISC  chips— including  Intel's- r 
faster  than  conventional  CISC  (compl 
instruction-set  computer)  chips,  they  c 
be  slower  when  using  the  enomious 
brary  of  existing  PC  software.  The 
programs  represent  Intel's  biggest  i 
vantage  in  the  market,  they  argued,  a 
should  not  be  abandoned,  "None  of  t 
other  guys  [the  RISC  camp]  has  any  c< 
tinuity,"  noted  Albert  Y.  C.  Yu,  the  vii 
president  to  whom  Dham  reports. 

Dham's  team  set  out  to  prove  it  coi 
build  a  chip  that  runs  existing  PC  sc 
ware  and  still  deli\  ers  near-RISC  perf 
mance.  After  a  few  months  of  bra 
storming  and  soliciting  the  views 
customers— a  first  for  Intel— the  conct 
emerged.  The  P5  was  to  be  "RISC 
CISC— not  only  a  tongtie-twister  but  a] 
a  hideously  complex  am.algam  of  techn 
ogies.  Rise's  speed  stems  from  both  fe 
er  and  shoner  instructions.  There's  k 
choice,  and  short  instructions  are  co: 
pleted  faster.  Certain  Rise  chips  all( 
two  or  more  instructions  to  execute 
once.  But  CISC  instructions,  which  a 
needed  for  Pentitmi  to  remain  comp; 
ible  with  its  predecessors,  vary  in  siz< 
and  bigger  ones  take  longer  to  comple 
So  the  kev  would  be  a  sa\"\w  traffic  c 
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;eep  the  mixed-together  operations 
•hronized. 

y  early  lOiH),  Uham's  team  had 
(hed  out  a  design.  Part  of  the  group 
out  to  develop  software  to  simulate 
chip.  That  summer,  after  months  of 
ering,  the  simulated  chip  executed 
'irst  instruction:  It  added  two  num- 
i.  That  alone  brought  a  sigh  of  relief 
(1  Intel's  executive  suite,  and  the 
pany  (luickly  decided  to  commit  the 

majority  of  its  resources  to  the 
tium  and  its  successors.  As  a  result 
lese  studies,  says  Yu,  "we  really  see 
imit  on  future  capability." 
/hen  1991  rolled  around,  Intel  rolled 
the  first  "floor  plan"  partitioning  the 
an  into  various  segments,  called  "rev 
>."  By  spring,  the  designers  were 

divided  into  teams  to  create  differ- 
types  of  circuits— the  memory  mod- 
the  mathematics  unit,  and  so  forth, 
hat's  when  the  real  estate  squab- 
began.  The  engineers  became  ob- 
ed  with  getting  their  share  of  the  3.1 
ion  transistors  chat  Intel's  produc- 

arm  promised  to  cram  onto  the 
Frequently,  an  engineer  would 
re  into  a  colleague's  office,  pleading 
a  few  more  transistors  so  his  cir- 
3  could  do  what  they  were  supposed 
0.  As  workdays  lengthened  into  the 
it  and  weekends  vanished,  tensions 
mted.  Once,  when  Dham  heard  sev- 

engineers  arguing  over  how  to  re- 
i  the  transistor  count  in  a  particulai' 
ait,  he  told  them  to  take  a  vacation, 
y  agreed  to  stay  home  that  Sunday. 

PEPPERONI.  More  strains  erupted 
iifferent  circuits  were  patched  to- 
ler.  When  some  particular  operation 
d  on  the  simulators,  one  design  crew 
n  blamed  another  group's  work.  So 
m  appointed  a  team  to  mediate  and 
»oint  responsibility.  To  ease  the  fric- 
,  design  milestones  were  celebrat- 
vith  pizza  parties,  beer  bashes,  and 
lers  out.  Once,  Dham  piled  every- 
y  into  a  bus  for  a  party  at  the 
demy  of  Sciences  in  San  Francisco, 
y  late  1991,  the  simulated  circuits 
e  doing  more  than  simple  additions. 
I  transferred  the  design  to  hard- 
e  emulators— computers  with  spe- 

circuit  cards  to  ape  the  P5— and 
an  to  tune  the  chip  for  software 
1  as  Lotus  Development  Corp.'s  1- 

Intel  was  particularly  concerned 
I  Microsoft's  Windows  NT.  Due  out 

spring,  it's  designed  to  wring 
:imum  performance  from  RISC 
>s.  "I  wanted  to  make  sure  the 
tium  architecture  was  fine-tuned 
ake  advantage  of  NT,"  Dham  says, 
se  software  demos  helped  turn 
)tics.  In  1992,  Compaq  abandoned 
ilan  to  use  the  MIPS  Rise  design 

will  use  Pentium. 

ast  spring,  the  design  finally  was 

ly  for  silicon.  The  digital  plots  of  3 


THE  PENTIUM, 
STEP-BY-STEP 

JUNE,  1989,  TO  EARLY  1990 

Primary  brainstorming  takes 
place.  A  team  of  engineers, 
working  with  customer  sur- 
veys, hashes  out  basic  fea- 
tures of  the  Pentium,  then 
code-named  P5. 

SUMMER,  1990 

The  engineering  team  creates  a 
software  simulation  of  the  chip's 
design— a  radical  departure  from 
previous  Intel  microprocessors.  The 
P5  computes  two  instructions  at  a 
time  instead  of  one.  The  design  works. 

DECEMBER,  1990 

The  initial  "floor  plan"— what  ports  go 
where  on  the  0.7-inch-square  chip— is 
set.  It  will  be  revised  repeatedly  over 
the  next  several  months. 

SPRING,  1991 

Designers  start  deciding  where  to  place 
each  of  the  chip's  3  million  transistors.  This 
job  takes  a  year. 


OCTOBER,  1991 

Intel  conducts  a  hardware  simulation  for  com- 
puter makers,  running  the  Lotus  1  -2-3  spread- 
sheet. The  computer  companies  begin  making 
production  plans. 


SPRING,  1992 

Testing  begins  on  the  prototypes.  Engineers  spend 
the  rest  of  the  year  working  bugs  out  of  the  chip, 
now  named  the  Pentium. 

MARCH  22,  1993 

The  Pentium  is  scheduled  for  unveiling. 

HOW  IT 
STACKS  UP 


million  transistors  and  myriad  connecting 
wires  flashed  from  workstations  over  a 
network  to  systems  that  produce  the 
negatives,  or  masks,  that  are  used  to 
print  the  design  on  silicon.  Three  days 
later  the  masks  were  done,  and  the  engi- 
neers returned  from  a  meeting  in  an- 
other building  to  find  their  offices  filled 
with  balloons.  Pizza  time  again. 
BUG  HUNTERS.  On  another  floor,  it  was 
nail-biting  tiine  as  engineers  waited  to 
test  the  first  chips.  Behind  locked  doors, 
two-dozen  people  gathered  around  a  spe- 
cial circuit  board,  and  the  chip  was 
plugged  in.  After  some  prechecks  and 
simulation  work,  the  chip  "booted  up" 
in  10  minutes.  The  same  procedure  took 
five  days  with  the  486,  says  Systems 
Assurance  Manager  Michael  J.  Szeles. 
Still,  there  are  always  some  bugs,  so 
the  chip  was  tested  for  48  hours 
straight.  A  couple  of  engineers  babysat 
the  whole  time. 

For  the  rest  of  the  year,  the  chip  was 
run  through  batteries  of  tests.  Starting 
last  summer,  Intel  began  shipping  Pen- 
tium chips  to  computer  makers  so  they 
could  hunt  for  bugs.  Fewer  than  IQ% 
of  the  glitches  that  turned  up  were 
found  by  customers,  compared  with 
about  40%  for  the  486.  Another  con- 
cern was  to  help  PC  makers  figure 
out  ways  to  cool  the  chip,  which 
runs  three  to  five  times  hotter  than 
the  486. 

How  good  is  Pentium?  Perhaps 
not  quite  good  enough  to  squash 
the  RISC  challenge.  Still,  says  Slat- 
er of  MicroDesign,  the  chip  does 
have  what's  needed  for  "Intel  to 
continue  to  hold  on  to  the  major 
share  of  the  market."  That's 
should  keep  Midas  on  top. 
By  Richard  Bmndt  in  Santa 
Clara,  Ccdif. 
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THE  PLAYERJ 


Davis  Love  III  was  walking  in  some  large  footprints  as 
he  put  the  finishing  touches  on  a  final-round  67  last 
March  30,  a  score  that  would  give  him  a  four-stroke 
victory  in  THE  1992  PLAYERS  Championship. 
Love  knew  he  was  joining  a  distinguished  group  oi  cham- 
pions as  he  strode  down  the  18th  fairway  at  the  TPC  at 
Sawgrass  Stadium  Course. 

"It  was  the  most  enjoyable  walk  oi  my  career,  walking 
into  that  big  crowd,  knowing  I  had  won,"  said  Love,  who 
would  go  on  to  capture  three  PGA  TOUR  titles  over  the 
span  ot  five  weeks  and  earn  $1,191,630  in  his 
finest  season  ever. 

What  exactly  did  that  victory  mean  to  the 
28-year-old  Love,  one  ot  the  TOUR's  rising 
young  stars? 

"It  meant  I  had  beaten  the  best  field 
in  golf  It  gave  me  a  lot  of  confidence  that 
I  could  win  anywhere,  anytime.  It  meant  a 
lot  when  I  had  Fred  Couples  in  the  group 
in  front  of  me  and  Nick  Faldo  in  the 
group  behind  me,  and  I'm  winning  the 
tournament." 

THE  PLAYERS  Championship  may  have 
a  short  history.  .  .but  it's  an  illustrious  one. 
And  when  the  top  players  in  the  world  gather 


again  March  22-28  at  the  TPC  at  Sawgrass,  just  one  will 
emerge  to  experience  the  emotions  and  make  that 
memorable  stroll  down  18. 

In  late  March,  the  eyes  of  the  sports  world  have  focused 
since  1977  on  Ponte  Vedra  Beach,  FL  -  and  on  the  TPC 
at  Sawgrass  since  1982,  which  is  when  THE  PLAYERS 
Championship  arrived  at  its  permanent  home.  At  the 
pinnacle  of  professional  golf,  THE  PLAYERS  is  a  tourna- 
ment contested  on  a  golf  course  specifically  built  for  the 
event  and  -  as  Davis  Love  III  noted  —  featuring  the  strongesi 
field  in  the  world. 

While  he  was  still  competing  on  the  PGA 
TOUR,  Commissioner  Deane  Beman  had 
a  plan  for  a  unique  tournament.  Beman, 
who  also  served  as  a  Player  Director  on  the 
TOUR's  Tournament  Policy  Board  and  is  now 
in  his  20th  year  as  Commissioner,  envisioned  ; 
course  for  players  and  spectators  alike.  The 
course,  to  be  owned  and  operated  by  the  PGA 
TOUR  and  its  members,  would  provide  fans 
with  an  unobstructed  view  and  full  access  at  a 
tournament. 

"I  felt  the  TOUR  needed  a  permanent 
site  and  some  roots  somewhere, "  Beman  said. 
"Secondly,  I  felt  the  wav  to  build  (THE 
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]hampionship 
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PLAYERS 


VYERS)  into  the  TOUR's  most  impor- 
:  tournament  was  to  own  and  control 

own  course  and  build  a  facility  that 

better  than  anyone  else  had. 
'I  also  felt  that  the  TOUR  had 
lefitted  so  much  from  everybody 
's  innovations,  and  here  was  a  chance 
the  TOUR  to  be  innovative. " 
Designed  by  renowned  golf  course 
litect  Pete  Dye,  the  uniqueness  of  the 
-acre,  par-72  facility  was  unveiled  to 
world  in  1982.   .and  later  christened 
the  most  memorable  swim  in  golf 
ory.  Major  spectator  mounds,  some  as 
h  as  30  feet,  provide  fans  a  front  row 
:  to  the  on-course  action, 
ause  of  natural  waste  areas  on  most  holes,  only  45  acres 
e  to  be  maintained. 

Recognized  throughout  the  world.  No.  17  -  the  par  3 
h  its  island  green  -  is  the  signature  hole  of  the  Dye/Beman 
ition.  Not  a  long  hole  at  132  yards  from  the  back  tee,  it 
drawn  praise  and  ire  from  professional  and  amateur  alike, 
nswer  to  the  most  often  asked  question:  An  estimated 
OOO  balls  find  the  water  every  year. 

The  golfing  world  looked  on  in  awe  in  1982,  when  THE 
VYERS  Championship  had  its  debut  at  its  permanent 
ne.  The  drawing  board  plans  worked  to  perfection  in  a 
rnament  setting.  However,  inaugural  Stadium  Course 
mpion  Jerry  Pate  had  plans  of  his  own  -  and  took  both 
nmissioner  (Beman)  and  architect  (Dye)  for  a  swim  in 
pond  adjoining  No.  18. 

The  design  of  the  course,  the  outstanding  field,  the 
;tige  of  being  THE  PLAYERS  champion  (and  garnering 
10-year  exemption  which  goes  with  that  title)  have 
ibined  to  produce  many  other  memorable  moments, 
fouth  was  served  early  as  1983  and  1984  produced  back- 
pack 24-year-old  winners.  Hal  Sutton  captured  the  '83 
nt  despite  starting  the  final  round  four  strokes  back. 
84,  Fred  Couples  earned  the  second  win  of  his  career, 
eating  Lee  Trevino  by  one  stroke.  Couples  also  established 
Stadium  Course  record  with  a  second-round  64,  a  mark 
ch  stood  until  he  improved  it  by  one  last  year  with  a 
d-round  63. 

\t  the  opposite  end  of  the  spectrum,  Calvin  Peete,  who 
n't  even  take  up  golf  until  he  was  23,  won  the  1985 
rnament  -  at  age  42.  Peete,  known  as  one  of  the  game's 
It  ball-strikers,  broke  the  then-tournament  record  by 
;e  shots  with  his  274  total. 

n  1986,  John  Mahaffey  made  up  four  strokes  over  the 
eight  holes  before  a  gutsy  par  putt  on  No.  18  gave  him 
title.  Birdies  by  Sandy  Lyle  and  Jeff  Sluman  on  the  72nd 
;  of  the  '87  PLAYERS  forced  a  playoff  won  by  Lyle  on 
third  extra  hole. 


U  llliltr  III  ihi  i'-l'>l 

Championship 


In  1988,  hometown  favorite  Mark 
McCumber  established  the  current 
tournament  record  (matched  by  Love 
last  year),  posting  a  15-under-par  273 
after  opening  with  a  65.  For  McCumber, 
winning  in  the  Jacksonville  area  "was 
really  special. " 

"Not  only  is  it  a  very  special 
tournament,  a  tournament  that  the 
players  put  a  lot  of  stock  in  because  of 
the  quality  of  the  field  and  how  the 
tournament's  thought  of, "  he  said.  "But 
when  it's  in  the  town  you  grew  up  in, 
after  being  on  TOUR  for  ten  years,  it 
was  a  wonderful  win." 

The  1989  victor  was  TOUR  veteran 
Tom  Kite.  At  that  juncture  the  win  was  Kite's  12th,  a  total 
that  has  since  risen  to  18.  Kite  held  off  a  charging  Chip  Beck 
on  the  final  day. 

In  1990,  Jodie  Mudd  came  to  No.  17  holding  a  one- 
stroke  lead  over  Mark  Calcavecchia  —  and  proceeded  to 
secure  the  title  by  birdieing  the  treacherous  par  3-  Steve 
Elkington  hit  a  3-iron  208  yards  to  within  15  feet  of  the  cup 
at  No.  18  Sunday  in  1991,  then  drained  the  putt  for  his 
PLAYERS  Championship. 

More  history  is  waiting  to  be  written  this  year  in  one  of 
golf's  most  illustrious  events  on  one  of  its  most  spectacular 
and  challenging  layouts. 

Storied  moments  stemming  from  THE  PLAYERS 
Championship  also  happen  once  the  tournament  ends.  Since 
1977,  Jacksonville-area  charities  have  received  more  than  $5 
million,  with  $431,000  being  given  last  year  alone.  Among 
the  beneficiaries  were  the  Nancy  Reagan  TPC  Village  for 
adolescent  drug  and  alcohol  abuse,  TPC  Scholarship  Fund 
for  college-bound  students.  Camp  Tracey  Children's  Home, 
Hubbard  House  and  P.A.C.E.  Center  for  Girls. 

While  TOUR  players  capture  the  headlines,  the  real 
winner  on  the  PGA  TOUR  is  charity.  Since  1938,  more 
than  $200  million  has  been  given  to  worthy  local  causes, 
including  a  record  $22,223,055  in  1992.  • 

THE  PUYERS  Championship  Television  Schedule 


Thursday,  March  25 

Friday,  March  26 

Saturday,  March  27 
Sunday,  March  28 


USA  Network  4  p.m.  to  6  p.m. 
Repeated  9  p.m.  to  1 1  p.m. 

USA  Network  4  p.m.  to  6  p.m. 
Repeated  9  p.m.  to  11  p.m. 

NBC  2  p.m.  to  6  p.m. 

NBC  2:30  p.m.  to  6  p.m. 


All  times  are  Eastern  Standard  Time 
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Investing 


TAKING  THE  BAFFLEMENT 
OUT  OF  BONDS 


Interest  rates  have  l)een 
e(i.<^ing  downward  for 
nearly  a  decade.  But  since 
the  Pr-esidential  election,  new- 
founfl  optimism  over  the  bud- 
get has  sent  long  rates  tum- 
bling. And  with  each  down- 
ward tick,  the  bond  market 
has  shot  up  like  the  opposite 
end  of  a  seesaw.  As  bond 
prices  have  risen,  investors 
have  been  diving  into  the 
market.  Is  this  a  good  idea? 
Have  prices  peaked?  Should 
you  be  selling  bonds?  Oi-  ai'e 
there  still  good  buys  in 
this  rock-bottom  interest-rate 
environment? 

Before  it's  possilile  to  an- 
swer these  questions,  you 
must  understand  one  oi  the 


l)asic  pi'inciples  of  bonds: 
Prices  and  interest  rates  al- 
ways go  in  opposite  direc- 
tions. The  bond's  interest  is 
fixed  when  you  buy  it,  so  the 
movement  of  interest  rates  in 
the  economy  will  make  your 
bond  more  or  less  valuable. 

If  you  buy  a  $1,000  bond 
paying  10%  and  rates  rise  to 
15%,  investors  will  want  the 
new  issues  that  pay  more, 
and  your  bond  will  lose  I'e- 
sale  value.  If  rates  drop  from 
10%,  to  .5%,  your  bond  be- 
comes more  valuable  than 
those  sul)sequently  issued.  So 
you  could  sell  it  at  a  premi- 
um. These  gyi'ations  shouldn't 
matter  if  you  hold  a  bond  to 
maturity.  Then,  you'd  just 


care  about  the  amount  of  in- 
come it  generates. 

The  great  risk  now  is  that 
interest  rates  are  bottoming 
out  and  may  soon  start  to 
rise.  This  could  cause  bonds 
to  lose  value  on  the  resale 
market  and  lock  long-term 
bondholders  into  low-paying 
investments.  Ti'aders  who 
want  to  realize  gains  might 
consider  cashing  in  soon. 
HEDGES.  If  you  want  to  buy 
bonds,  you  should  hedge 
against  rising  rates.  You  can 
do  that  by  sticking  with 
short-  to  medium-term  (one- 
to  ten-year)  bonds  because 
their  prices  fluctuate  less  than 
longei'-term  bonds.  "We're  not 
buying  anything  long  term," 


says  Eric  Ryback 
dent  of  Ryback  ^ 
ment  Corp.  in  St 
"because  if  we're 
the  bottom,  and  j 
up  stuff  at  6.8%, 
going  to  be  in  tro 
Another  hedge 
dering:  Buy  horn 
staggered  matur 
that  part  of  your  ] 
comes  due,  say,  es 
for  ten  years,  pr 
cash  you  can  r 
short-term  if  ra 
rising  and  long- 
rates  are  falling 
don't  lose  sleep  w' 
do  it  this  way."  sa 
Krieger,  preside 
(.'EO  of  Carnegie  I 
a  money  mana 
firm  in  Princeton, 
Bond  funds  m 
risk  by  diversifyir 
broadly  than  mo 
viduals  can.  Fun 
require  smaller 
mums  than  inc 
bonds,  are  run  by 
sionals,  and  allow 
reinvest  small  ami 
income  in  new 
The  downside:  I 
funds  constantly  r 
theii'  investments,  you; 
pal  isn't  guaranteed  at 
ity  as  it  would  be  wi 
vidual  bonds.  Instead, 
the  value  of  the  shai 
own  when  you  sell.  S( 
will  do  more  poorly  in 
interest-rate  envii'onnK 
outperform  bonds  wh( 
are  falling,"  says  Jay  ( 
er,  an  analyst  at  Caf 
sight  Brokerage  in  1 
Hills,  Calif. 

Convertil)le  bonds 
other  hedge.  Ryback 
in  companies  where  pi 
are  clearly  improving 
stock  price  goes  up, 
convert  bonds  into  sto 
turing  equity  gains,  . 
caping  the  i"isk  of  risin 
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A  BOND  MARKET  PRIMER 


of  bond 

Minimum 

Maturity 

Pros 

Cons 

;ncy 

3d  by  federal  agencies; 
nost  popular  of  these  are 
tgage-backed  securities, 
'  vn  OS  Ginnie  Maes 

$1,000 

30  days 
to  20  years 

Higher  yields  than  Treasury 
bonds;  backed  by  government 
guarantees 

Monthly  payments  combine  interest  and  return 
of  principal;  fully  taxable;  if  underlying  mort- 
gages are  prepaid,  you  get  your  money  back 
early  and  must  reinvest  at  lower  rates 

1  IVERTIBLES 

)orate  bonds  that  can  be 
j  'erted  into  stock 

$1,000 

Varies 

Can  collect  bond  interest;  if 
stock  of  company  rises,  you 
can  get  in  on  if 

Don't  moke  as  much  return  as  with  straight 

bond;  callable 

t|  iPORATE 

['  ;  issued  by  companies  to 
r!  ;  capital;  includes  high- 
,j  1,  low-rated  junk  bonds 

$1,000 

1  to  20 
years 

Higher  yields  than  Treasuries 

Taxable;  often  callable  after  5  to  1 0  years;  may 
be  hard  to  sell  in  secondary  market;  risk  of 
default  or  reduction  in  credit  rating 

ii  mmis 

i)  td  by  cities  and  states 
i  chools,  roads,  etc. 

$5,000 

One  month 
to  30  years 

Income  exempt  from  federal 
taxes — often  state  and  city 
taxes,  too;  may  be  insured 

Risk  of  default  or  reduction  in  credit  rating; 
may  be  hard  to  sell  in  secondary  market; 
callable 

r  ASURIES 

.  s  to  the  federal 
;  mment  that  are 
:  ed  by  its  full  faith 

;  credit 

$10,000 
for  bills; 
$1,000 
for  notes, 
bonds 

T-bills:  3 
months  to  1 
year;  T-notes: 
2-10  years; 
T-bonds: 
over  10  years 

Completely  safe,  highly  liquid, 
usually  not  callable;  exempt 
from  city  and  state  taxes; 
can  buy  direct  from  a 
Federal  Reserve  bank  and 
avoid  broker  fee 

Lower  yields  than  other  bonds  of  like  maturity; 
subject  to  federal  income  tax 

I  Q  COUPONS 

I  Is  sold  at  a  deep  discount 

Varies 

6  months 
to  30  years 

You  can  plan  to  receive  a 
large  fixed  amount  at  a 

Have  to  pay  yearly  taxes  on  interest  even 
though  you  don't  get  it;  hard  to  sell  in 

I  ir  that  only  pay  interest  specific  time  in  the  future  (to         secondary  market;  some  are  callable 

3  :iturity  pay  for  college,  for  example) 


low    rates  today's 
■i'  paying  make  them 
irable  investments 
past  years,  but  they 
I  i-r  a  better  return  than 
r  -market  securities.  Su- 
two-  and  five-year 
■s  offer  about  4%  and 
3%  for  most  mon- 
•t  accounts, 
at)  even  more  inter- 
.lout  locking  your  mon- 
I  30-year  issues,  con- 
i'^her-risk  corporate 
■:iys  John  Capodici, 
I  iixed-income  managei- 
1    investment  manage- 
ni  Glickenhaus  &  Co. 

it  safe,  stick  with 
rated  AAA  by  Stan- 
Poor's  or  Moody's.  Ca- 
"  iks  to  companies  with 
I  'BB  rating— still  con- 
'nvestment  grade- 
ales  of  1.5%  to  2% 
'  iimparable  five-  to  ten- 
1  t'asuries.  A  few  jMcks: 
'  II.  a  mortgage-banking 
1  ountrywide  Credit  In- 
'  s;  and  Toledo  Edison 
■  itility. 

Is  rated  less  than  BBB, 
'    bonds,  offer  even  bet- 
'is.  The  quality  of  junk 


bonds  has  increased,  says 
Capodici,  but  he  advises  buy- 
ing them  only  with  a  good  in- 
vestment adviser  or  a  reputa- 
ble mutual  fund. 
GOOD  BET?  Munis  remain  a 
tremendous  bond  play.  "The 
greatest  value  is  still  in  tax- 
free  munis,"  says  Krieger  of 
Carnegie  Hill.  "There  are  fair- 


ly generous  aftertax  yield 
spreads  between  munis  and 
Treasuries— and  taxes  are  sure 
to  go  vip."  He  points  out  that 
a  top-rated  20-year  Virginia 
state  muni  is  paying  1.4% 
more  aftertax  than  a  30-year 
Tr-easury  bond.  Municipal  zero- 
coupon  bonds,  which  sell  at  a 
deep  discount  and  only  pay 


BOND  MOTS 


CALL  A  provision  that  allows  the  issuer  to  redeem  a  bond  before  the 
stated  maturity  on  a  given  call  dote,  usually  about  10  years  after  is- 
sue. Issuers  call  bonds  if  interest  rates  fall  and  they  can  borrow  mon- 
ey more  cheaply. 

COUPON  A  bond's  percentage  yield  at  face  value,  or  par,  usually 
paid  out  semiannually.  For  example,  if  the  bond  has  a  $1 ,000  face 
value  and  pays  out  $70  a  year  in  interest,  the  coupon  rate  is  7%. 

CURRENT  YIELD  The  annual  interest  payout  divided  by  the  price  of 
the  bond.  If  the  7%  bond  is  selling  for  $1 ,200,  you  would  divide  the 
$70  a  year  in  interest  by  $1 ,200,  for  a  current  yield  of  5.8%. 

DISCOUNT  The  amount  below  par  a  bond  will  sell  for  if  it  loses  val- 
ue in  the  secondary  market. 

MATURITY  Date  on  which  the  loan  becomes  due  and  you  get  paid 
the  face  value  of  the  bond. 

PREMIUM  The  amount  above  par  a  bond  will  fetch  if  it  gains  value 
in  the  resale  market. 
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interest  at  matiuity,  could  be  a 
good  bet— especially  if  you  ex- 
pect to  need  a  chunk  of  money 
in  the  future,  says  Philip  Bar- 
ach,  managing  director  of  the 
Trust  Company  of  the  West, 
an  investment  management 
firm.  Zeros  are  attractive  if 
rates  are  falling  because  they 
reinvest  your  interest  at  the 
rate  of  the  bond. 

Barach  also  finds  as  much 
as  2%  over  Treasury  yields  in 
collateralized  mortgage  obli- 
gations (CMOs),  instruments 
that  slice  up  mortgage-liacked 
securities  such  as  Ginnie  Maes 
into  bonds  maturing  at  vari- 
ous times.  Your  risk  is  that 
the  mortgages  will  be  prepaid 
or  dragged  out,  depending 
upon  which  way  interest  rates 
head,  so  you  have  to  be  flex- 
ible about  maturity. 

The  party  may  be  over  for 
bonds  even  though  they  still 
beat  cash  investments.  The 
investors  currently  flooding 
the  bond  market  aren't  likely 
to  see  another  huge  runup 
in  prices.  But  a  discerning 
look  will  reveal  a  selection 
of  less  dramatic,  still  worth- 
while deals.  Pcuii  Black 


usiness 


Gadgets 


CHARGED-UP 

CORDLESS 

TOOLS 


Mol)ility.  like  choco- 
late, is  addictive. 
Who  among  us  isn't 
hooked  on  phones  we  can  use 
in  the  bathtub  and  computers 
that  travel  with  us?  Now,  ap- 
pliance designers  think  that 
as  battery  technology  im- 
proves, cordless  models  will 
be  the  must-haves  of  the  '90s. 

Already,  the  trade-off  be- 
tween power  and  portability 
has  lessened  since  Black  & 
Decker's  first  Dustbuster,  in- 
troduced in  1979,  picked  up 
grit  for  about  two  minutes  he- 
fore  it  ran  out  of  juice.  To- 
day's Dustbuster  Plus  (S70) 
runs  for  up  to  15  minutes,  has 
a  bigger  dirt  holder,  and 
comes  with  attachments  for 
all  those  hard-to-reach  places. 

But  while  the  Dustbuster 
is  still  the  most  popular  cord- 


less household  appli- 
ance, the  big  ad- 
vances are  in  power 
tools.  Sears  Roe- 
buck's 12-volt  Crafts- 
man drill/screwdriv- 
er IS  160)  was  the 
Christmas  bestseller. 
Weighing  just  over 
a  pound,  with  a  key- 
less chuck  and  a  six- 
torque  speed,  the 
drill  comes  with  two 
battery  packs  and  a 
one-hour  charger,  so 
most  jobs  can  be 
completed  without 
interruption. 
SAW  RIGHT.  Less  am- 
bitious home-im- 
provement buffs 
love  cordless  screwdri\-ers, 
too,  such  as  b&d's  half-pound 
Power  Driver  with  Torque 
Control  (S30).  The  company 
claims  you  can  put  in  150 
screw^s  without  a  pilot  hole 
before  the  battery  runs  out. 
Makita  even  makes  a  cord- 
less, four-pound  circular  saw. 
At  S262,  it's  pricey,  but  Con- 
sumer- Reports  gives  it  high 
marks  for  light  carpentry. 
Indoors,  a  kev  advantage 


to  cordless  tools  is  safety: 
You're  not  trailing  an  orange 
snake.  Outdoors,  convenience 
is  paramount.  Woodzig  makes 
a  line  of  lightweight  cordless 
power  pruners,  ranging  in 
price  from  $40  to  S120,  with 
rechargeable  battery  packs. 
Some  have  pole  extensions 
that  let  you  prune  tall  trees. 

Cordless  lawnmowers  are 
in  favor  among  the  environ- 
mentallv  conscious  who  don't 


w-ant  to  spew  ga 
line  fumes  into  th 
gardens.  Ryol 
Mulchinator  (S4( 
cuts  up  to  half 
acre  per  charj 
mulching  as  it  go 
It  runs  for  an  h( 
and  a  half  a 
weighs  75  lb.  Se£ 
mulching  mow 
($3991  does  a  qu 
ter-acre,  running 
an  hour. 

Of  course,  giz 
stores  are  pacl* 
with  cordless  ite 
that  no  one  rea 
needs  but  that  k 
cool.  For  just  82 
you  can  buy  Pa; 
sonic's  Smooth  Operator 
twin-head  rechargeable  ra: 
that  works  in  the  show' 
Aiwa  offers  the  Wireless  R 
ical  portable  cassette  pla; 
(S150I  with  a  cordless  he 
set.  And  the  wizards  at  K 
have  invented  an  infrai 
transmission  sj'Stem  |S2;30) 
your  T\'  or  stereo  that  woi 
with  cordless  headphones- 
long  as  you  stay  in  the  sa 
room.  Joan  War. 


Investors  ha\'e  gotten  the 
blues  lately  from  green 
investing— buying  into 
mutual  funds  that  hold 
shares  of  environmental-ser- 
vices companies.  With  the  re- 
cession keeping  production 
down,  companies  that  clean 
up  industrial  waste  had  less 
to  do.  And  managers  had  lit- 
tle incentive  to  pay  for  more 
pollution  control  and  waste 
removal  when  enforcement 
of  environmental  laws  was 
lax.  The  result?  Environmen- 
tal funds  lost  6.18%  in  1992 
vs.  a  gain  of  6.85%  for 
all  equity  mutual  funds, 
according  to  Lipper  Ana- 
Ijlical  Services. 

But  with  industrial 
output  increasing  and 
the  Clinton  Administra- 
tion promising  to  get 
tough  on  enforcement, 
the  funds  have  a 
brighter  future,  says  Da- 
vid Schoenwald,  presi- 
dent of  the  S31  million 
New  Alternatives  Fund. 
What's  more,  environ- 
mental companies'  stock 


Smart  Mone\- 


A  PLAY 

FOR  TREE-HUGGERS 


prices  have  lagged  the  mar- 
ket since  the  election,  so 
there's  room  for  gains,  says 
Barry  Mannis,  a  Morgan 
Stanley  analyst. 

Would-be  investors  have 
several  options.  The  half-doz- 
en so-called  green  funds  in- 


THREE  WMS  TO  BIT  GREEN 

GREEN  FUNDS  Portfolio  limited  to 
socially  responsible  environmental- 
services  companies 

SECTOR  FUNDS  Invest  in  companies 
that  perform  environmental  services 
but  may  not  meet  other  criteria  of 
socially  responsible  investors 

SOCIAL-INVESTMENT  FUNDS  Buy 

shares  in  a  variety  of  socially  re- 
sponsible companies 
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vest  exclusively  in  socially 
responsible  environmental 
companies.  These  small  funds 
select  companies  that  provide 
environmental  services  and 
have  good  labor  relations, 
treat  women  fairly,  and  so  on. 
George  Gay,  manager  of  the 
83.4  million  Progressive 
Environmental  Fund, 
likes  High  Plains,  an 
ethanol  maker  that 
should  get  a  boost  from 
the  proposed  energv'  tax. 

Sector  funds  managed 
by  Fidelity  Investments 
and  others  invest  in  en- 
vironmental-services 
companies  such  as  Well- 
man,  a  plastics  recycler, 
and  Chemical  Waste 
Management,  but  they 
don't  hold  the  stocks  to 
the  same  standards  as 


do  green  funds.  They  do  ( 
fer  more  diversification,  b 
several  fund  managers  wa: 
that  some  companies,  part: 
ularly    those  involved 
waste  disposal,  may  be  hai 
pered  by  tougher  enviro 
mental  regulations. 
BIG  BASKET.  General  social 
responsible  funds,  such 
the  S70  million  Parnassi 
Fund,  also  buy  environme 
tal-services  stocks.  But  th( 
won't  have  as  big  an  impa 
on  the  funds'  performance. 

Anv'way,  no  specialized  fui 
should  be  the  core  of  a  poi 
folio.  '"Bear  in  mind  that  em 
ronmental  funds  of  whatev 
kind  are  sector  funds  and  a 
volatile,"  says  Mindy  Lubb( 
president  of  Boston's  Gvet 
Century  Capital  Managemer 
So  far,  this  year's  results  a 
mixed:  The  New  Alternative 
Fund  is  up  5%,  Fidelity's  em 
ronmental-services  fund 
up  2.8%.  But  as  new  gover 
ment  policies  take  shape,  son 
funds  might  start  puttir 
more  gi-een  in  investor 
wallets.  Kelley  Hollar 
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PERSONAL  BUSI 


Get  Started  Now 
On  Lowering  Your 
1993  Tax  Bill 


With  today's  rates  and  growing  concern  about  rising  taxes, 
now  ma\-  be  the  time  to  plan  your  tax  strategy  for  1993- 
luid  to  consider  the  advantages  of  tax-free  investing. 


Tax-Free  Investing  Can 
Help  You  Keep  More 
Of  What  You  Earn 

For  California  residents,  today's  taxes 
can  claim  over  a  tliird  of  everytliing  you 
eam-includijig  investment  income.  Now 
may  be  the  time  to  consider  the 
fundamental  advan- 
tage of  tax-free 
investing.  And 
Fidelity  has  cre- 
ated an  entire 
family  of  tax-free 

hinds  to  help  vou  pay 

rodays  taxes  can  take  a  substantial  bite  out  i     .       j  u      '  c 

liyour  income,  but  Fidelity's  tax-free  funds  can       '^^^^      '"'^  '^'^^P  ^ 
lelp  you  keep  more  of  wtiatyou  earn.  what  VOU  earn . 


income  free  from  federal  and  state  income 
taxes.  The  fund  seeks  to  reduce  credit  risk 
by  investing  primarily  in  long-term  Califor- 
nia municipal  bonds  that  are  insured  to 
guarantee  the  timely  payment  of  principal 
and  interest.  Yield,  share  price  and  remm 
will  vary.  (Minimum  investment:  $2,500.) 


Fidelity's  California 
Tax-Free  Insured  Portfolio 

7.70°' 

Tax-Equivalent  Yield* 

4.73°° 

Current  Yield* 

Let  Fidelity  Show  You  How 

Call  for  our  tax-free  information  kit  which 
includes  a  prospecais  with  more  complete 
information  including  charges  and  expenses. 
Read  it  carehilly  before  you  invest  or  send 
money  Wliy  wait  to  start  lowering  your  tax 
bill?  Call  and  ask  for  vour  free  fact  kit  today. 


Choose  an  insured  bond 
fiind  for  added  safety' 

Fidelity  California  Tax-Free  Insured 
Portfolio  is  designed  to  offer  high  current 


Fidelity 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 
investments^ 

Common  sense.  Uncommon  results. 


2r 

Q  1^°^°  Q  dQ"^"    7  90°^° 

*30-day  \ield  as  of  2/24/93.  ^«  1  %J  .  *r  Jf  .  and  /  ■  ^  1/  were  the  respective  average  annual  returns  for  the  1  -year,  5-year  and 
life  of  fund  (commencement  of  operation  9/18/86)  periods  ended  12/31/92.  Performance  figures  are  historical  and  include  change  in  share  price 
and  reinvestment  of  disidends  and  capital  gains.  Tax-equivalent  yield  is  based  on  the  highest  combined  effective  1993  federal  and  California  income 
ta.\  rate  of  38.59"<..  You  may  ha\e  a  gain  or  loss  when  you  sell  your  shares.  'The  portfoho's  shares  are  neither  guaranteed  or  insured.  No  guarantee 
can  be  made  ;ls  to  an  insurer's  abihtv  to  meet  its  commitment.  FideUtv  Distributors  Corporation. 

*  CODE:  BW/SCL/032993 
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Autos 


BUYING  AN 
IMPORT 
OVER  THERE 


Although  the  risinj^  dol- 
lar means  imj^orted- 
car  prices  should 
eventually  drop,  there's  no 
need  to  wait  for  l)arKains  on 
Mercedes,  BMWs,  Volvos,  and 
the  like.  Europe  already  has 
them.  The  only  catch  is  you 
have  to  show  up  at  the  facto- 
ry to  seal  the  deal. 

Even  on  entry-level  U.  S. 
models,  the  savings  can  he 
enough  to  finance  most  or  all 
of  your  trip.  On  big-ticket 
cars,  you  can  knock  $10,000 
off  the  price.  Some  manufac- 
turers, such  as  Mercedes  and 
BMW,  even  toss  in  free  or  cut- 
rate  air  tickets  and  hotels. 
THINK  AHEAD.  The  simplest, 
though  usually  not  the 
biggest,  discount  is  on  new- 
models  ordered  through  a 
U.  S.  dealer.  It's  best  to  make 
arrangements  a  month  or  two 
in  advance  to  get  the  color 
and  options  you  want.  You'll 
have  to  make  a  deposit  (ty])i- 
cally  $2,(K)0  to  $2..500)  and  pa\' 
in  full  30  days  liefore  jiickup. 
Bank  financing  is  the  same  as 
for  any  new  car. 

Another  benefit:  If  you're 
thinking  of  touring  Europe, 
you  can  forget  those  killer 
rentals  and  use  your  new  car 
instead.  The  factory  can  pro- 
vide local  insurance  and  li- 
cense plates.  When  you're 
done,  deliver  it  back  to  the 
factory  or  its  agents  across 
Europe  for  shipment  home. 
Factory-delivery  prices  in- 
clude shipment  and  customs 
duties.  There's  a  modest  add- 
on of  $300  to  $1,000  for  pick- 
up or  shipment  fi"om  nonfacto- 
ry  sites.  And  if  your  state  has 
one,  you'll  have  to  pay  sales 
tax  where  you  register  the 


cai',  [ilus  any  luxury  or 
gas-guzzler  tax. 

European  car  brokers 
offer  even  better  deals, 
closer  to  wholesale.  Merv 
Caldei',  owner  of  Europe- 
an Automotive  Compli- 
ance in  the  Hague, 
Netherlands  (Oil  31  70 
3.55-9245),  has  a  factory- 
pickup  price  of  $22,900 
for  a  Volvo  850GLT. 
That's  $3,185  less  than 
factory  delivery  through 
Washington  (D.  C.)  deal- 
ers and  $6,085  less  than 
suggested  U.  S.  retail. 

For  fanatic  bargain 
hunters,  European-specifi- 
cation cars  that  are  sold 
through  local  showrooms  or 
by  European  residents  can  be 
dirt  cheap.  But  you'll  need  to 
get  the  cai'  converted  to  U.  S. 
environmental  and  safety 
specs.  That  can  run  $6,000  if 
you  have  to  install  a  $1,500 
catalytic  converter,  an  item 


TOURING  AT  THE 
SAME  TIME  SAVES 
ON  RENTALS 


companies,  call  202  233-9660. 

Even  with  conversion,  cus- 
toms duty,  and  delivery  fees, 
savings  can  be  substantial, 
particularly  on  used  cars.  Eu- 
ropean models  tend  not  to 
have  leather  seats  or  all  the 
other  luxury  options  larded 
on   U.  S.  versions.  And  in 


750IL 


MERCEDES190E  (2.6  L) 


MERCEDES  300E  (3.2  L) 


SAAB  900S  (3-DOOR) 


SAAB  9000CSE  TURBO 


VOLVO  850GLT 


VOLVO  940  WAGON 

DATA;  BMW,  MERCEDES,  S«8,  VOLVO 


80,900 


34,900 


49,900 


21,1 00 


37,460 


28,985 


29,600 


1  8,590 


31,550 


25,800 


26,050 


*lncludes  shipping  and  customs  duties 


not  recjuired  on  most  Euro- 
cars  until  this  year,  says  Jon- 
athan Weisheit,  owner  of  J.  K. 
Motors  of  Baltimore,  one  of 
seven  U.  S.  companies  the  En- 
vironmental Protection  Agen- 
cy authorizes  to  make  conver- 
sions.   For   a    list   of  the 


high-tax  countries,  such  as 
Denmark  and  Portugal,  manu- 
facturers typically  reduce  the 
wholesale  price  to  dealers  so 
the  overall  retail  cost  will  still 
be  affordable.  Since  nonresi- 
dents don't  i)ay  local  taxes, 
it's  a  much  lower  base  price. 


If  you're  into  style  liui 
on  cash,  some  Euromo( 
look  like  costlier  U.  S.  i 
sions  but  have  smaller,  ch( 
er  engines.  "Most  pe( 
won't  notice  the  power  dil 
ence,"  says  Weisheit.  " 
they'll  notice  the  lower  p 
and  maintenance  costs 
higher  gas  mileage."  IV 
cedes'  230  sedan  has  a  2. 
ter  engine  instead  of  the 
liter  one  in  the  300E, 
U.  S.  model.  Says  Weish 
"1989  and  1990  230s  are  iv 
able  for  as  little  as  $5,0 
He  also  recommends  IV 
cedes'  two-seat  converti 
the  300SL— with  a  less  po\ 
ful  300E  motor  in  pre-1 
models.  "When  new,  it  ' 
$40,000  less  than  the  [m 
powerful]  500SL  but  it  lo 
the  same." 

CALL  MY  AGENT.  You  say 

can't  read  French  classifie 
Pas  de  probleme.  Engl 
speaking  new-car  brok 
such  as  Calder  also  loc 
used  cars,  including  demo 
Caution:  European  wan 
ties  are  void  in  the  U.  S.  A 
it's  prohibitively  expensive 
import  a  car  whose  body  s 
isn't  safety  approved  in 
U.  S.,  such  as  BMW's  sna 
Z-1  roadster.  "It  needs  en 
testing  to  be  legally  imp^ 
ed,"  says  Weisheit.  "And  t 
means  you  have  to  buy 
least  two."        Patrick  O, 


Worth  Noting 

■  FAX  TO  THE  MAX.  As  Apr.  15 

looms,  you  may  need  a  tax 
form  or  information  about  a 
specific  law.  tax/fax,  distrib- 


uted by  New  York  Times 
Syndication  Sales,  can  rush 
you  more  than  2,000  personal 
and  corporate  tax  forms.  It 
also  faxes  articles  on  45  com- 
mon tax  issues,  from  home- 
office  expenses  to  the  alter- 


native minimum  tax.  Each  fax 
costs  $4.95.  Call  800  248-9301. 
■  WHOOPI,  NEW  FOOD!  The 

latest  ethnic  "in"  food  comes 
from  Africa.  With  a  foreword 
by  Whoopi  Goldberg,  A  Taste 
of  Africa  (Ten  Speed  Press, 


$24.95),  has  100  recipes  fi 
Africa  and  New  World  cc 
tries  influenced  by  the  si 
trade.  Kwanzaa  (Mon'ow;  i 
offers  125  African-Ameri 
recipes,  including  such  dis 
as  papaya-and-chili  soup. 
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PERSONAL  BU; 


Wken  your  co-workers  were 
stretcking  tkeir  payckecks  trying 
to  impress  tke  neigkkors,  you  were 
into  INVESCOs  Riiancial 
Strategic  Tecknology  R^rtfoko. 

And  now  you  don  'tk 
any  neigkkois. 


If  you  tliinJ?  invesling  in 
tomorrow  s  tecknology  is  tke 
rigk  move  totlay,  INVESCOs 
Financial  Strategic  Teclmology 
Portfoli  O  WOl        a  great  cKoice. 

Wkile  past  performance  is 
no  guarantee  of  future  results, 
over  tke  last  five  years  tliefu  nd 
returned  25.91%,  versus  15.28% 
for  tke  Dow  Jones  Industrial 
Average  and  15.42%  for  tke 
OTC/NASDAQ  Composite 
Index. 

Tkat  's  wky  Lipper  ranked  it 
as  one  of  tke  top  25  mutual  funds 
fortl  le  past  five  year?;.  And  wliy 
Donald  Rowe's  Mutual  Fund 
Advisor  recently  listed  it  among 
tke  top  20  no-load  funds. 

Tke  Financial  Strategic  Xck  - 
nology  Portfolio  is  one  of  tke 
smart  ckoices  from  INVESCO, 
investment  advisers  for  over 
60  years  and  part  of  tke 
$60  kilkon  INVESCO  glokal 
investment  management 
network.  So  call  for  more 
information  today. 


Financial  Strategic 
Technology  Portfolio 

Aiiiuuilizcd  Hctiirn  TlmHi}>h  12/M/92 


18.79% 

Five  Year 

25.91%) 

Since  Inception 

16.99% 

INVESCO 
I     ;  FUNDS  GROUP 

Manager  o(  The  Financial  Funds 

Just  one  o  ftke 
smart  ckoices  youve  made. 

1-800-525-8085 


iiii:  rciiivtstmcm  ol  dividend  and  capital  gain  distiibutions  tor  the  pciiod  indiutcd.  Past  performance  is  no  guarantee  ot  future  results.  Investment  return  and  principal  value  will  fluctuate  so  that,  when  redeemed,  an  investor's  shares 
ore  or  less  dian  iheii  original  cost.  Lipper  Analytical  Services  ranked  the  Fund  #14  of  all  mutual  funds  (2,074)  for  total  return  for  the  5-years  ending  12/31/92,  For  the  3-  and  I-year  periods  ending  12/31/92,  die  Fund  ranked  #3  out  of 
lal  funds  and  #135  out  of  3,618  total  mutual  funds,  respectively.  Mutual  Fund  Advisor  listing  as  of  10/92,  The  Dow  Jones  Industnal  Average  and  the  OTC/NASDAQ  Composite  Index  are  unmanaged  indices  of  stocks  considered  to  be 
the  stock  market  in  general.  For  more  complete  information,  including  management  fees  and  expenses,  call  or  write  for  a  free  prospeaus.  Read  it  carefully  before  you  invest  or  send  money.  INVESCO  Funds  Group,  Inc.,  Distributor. 


Thought  Of 

Cancer 
Scares  You, 
YoureNot 
Alone, 


^  The  Cancer  Research  Institute  is  here,  with 

-s^C^  help  —  and  hope.  Just  write  us  for  your  free 

iS  copy  of  our  HelpBook . 

We Ve  written  it  so  millions  of  men 
'and  women  like  you  can  have  the  informa 
tion  you  need  to  make  decisions  and  deal  with 
the  disease. 

If  you,  or  perha^  someone  you  love,  has  been  diagnosed  with  cancer,  the 
Cancer  Research  Institute  HelpBook  can  tell  you  about  your  choices,  how  to  seel 
excellent  care,  and  how  to  continue  with  a  complete  and  productive  life. 

Even  if  cancer  is  not  part  of  your  life,  you'll  find  it  a  valuable  reference  boc 
to  have  on  hand  should  things  change.  ^  .  ^  -.^ 

r  ■  ^'l\^i^^r.^^f  ^^j^^^^' ^^'^^"-^^  ^  ^  CAN  C  h  R 

institute  He  ipDOok,  h  U.K.  b  tat  ion,  -n     c  li?  A  D "LT 

Box  5199,  New  York,  NY  10150-5199.  Kll5>llAKv^J:l 


^  INSTITUTE 

$2  per  copy  fur  postage  and  handling. 
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rpfh  a  significant  reference  to  a  company.  Most 
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anies  listed  only  in  tables  are  not  included. 
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National 
Stuttering 
Awareness 
Week 

MAY  1046 


Legendary  star  ot  the 
Chicago  Bulls  Boh  Love, 
who  personally  overcame 
a  speech  impediment, 
leads  the  1993  campaign 
to  educate  the  puhlic 
about  stuttering  with  a 
message  of  help  and  hope 


For  more  information,  write: 

Stuttering 
foundation 
OF  America 


A  Nun-Pro/it  Organization 

Since  m?  - 

HApmg  Those  Who  Stitner 

P.O.  Box  11749  •  Memphis,  TN  38111-0749 
1-800-W2-9392 


BUSINESS  Vv/EEK,  MARCH  29  1993  103 


Washington  &  World  Business 

Setting  The  New  Agenda 


Washington,  D.C,  April  29-30, 1993 

In  his  inaugurdl  address,  Pii'sidenl  Clinton  |)ledged  an  end 
to  an  era  of  deadlock  and  drift  and  a  new  season  of 
American  renewal. 

This  conference,  co-sponsored  by  the  European  Council 
of  American  ('liambers  of  Commerce  and  the 
International  Herald  Tribune,  will  |)rovide  a  unique 
opportunity  to  learn  first-hand  what  the  President  has 
accomplished  in  his  first  days  in  office  and  lo  see  how  his 
strategy  for  change  will  affect  business  relations  between 
the  United  States  and  Europe. 

The  program  will  include  cabinet  members  and  other 
administration  officials,  meml)ers  of  Congress  and  influen- 
tial representatives  of  American  business,  academia  and 
the  press. 

The  conference  has  already  generated  tremendous 
interest.  For  full  piijgi^am  details,  please  send  your  busi- 
ness card,  without  delay,  to: 

Jane  Blackmore 
Washington  Conference 
International  Herald  Tribune 
63  Long  Acre,  London  WC2E  9JH 

Tel:  (44  71)836  4802 
Fa,\:  (44  71)  836  0717 


ivestment  Figures  of  the  Wee 


MENTARY 

i.S.  stock  and  bond  markets 
led  from  their  record  highs, 
ffs  among  technology  and 
n-core  issues  pummeled  over- 
)unter  equities,  with  some 
n  stocks  down  almost  25% 
the  post  month.  But  the  basic 
jth  of  the  markets  oppeored 
scted.  On  Mar.  1  7 ,  for  exam- 
ond  prices  actually  gained 
!y  despite  a  larger-thon-ex- 
d  rise  in  the  consumer  price 
.  And  the  put-call  ratio,  a  sen- 
t  indicotor  that  was  neutral 
eek,  turned  bullish. 


STOCKS 

Mar.      Sept.      Mar,     Mar.  11-17 


BONDS 

Mar,      Sept.      Mar.     Mar.  11-17 


THE  DOLLAR 

Mar,      Sept.      Mar.     Mar.  10-17 


52-week  chonge 
+9.6% 


 440  1200( 

1 -week  change  52-week chang 

-1.8%  +11.7% 


1513  01 
1500  80 


1  -week  change 
-1.1% 


1440        60 E 


52-week  change 
+  2.7% 


1  -\/eek  change 
0.0% 


hRKET  ANALYSIS 

STOCKS 

latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
ZE  COMPANIES  (S&P  MidCap  Index) 
I  COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

3426.7 
162  5 
228.8 
256  5 

-1.5 
-1.4 
-0.5 
-1.6 

5.3 
9.2 
9.9 
10.3 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
^£.P  Snn  DIVIDFND  YIFID 
S&P  500  PRICE/EARNINGS  RATIO 

3.02% 
6.87% 
2.74% 
23.3 

3.03% 
6.75% 
2.72% 
23  7 

4. 1 4% 

8.01% 
2.98% 
25.5 

EIGN  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

nceH 

>7-weeK 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

430  8 

73.3% 
0.43 
3.1  1 

429.6 
74.6% 
0.39 
3  70 

Positive 
Neutral 
Positive 
Negative 

ON  (FINANCIAL  TIMES  100) 

}  (NIKKEI  INDEX)  1 

NTO  (TSE  COMPOSITE) 

2889.9 
8,173.4 
3541  0 

-2  3 
1.8 
-03 

17.3 
-8.0 
2.6 

bUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

A-WEEK  LEADERS 

% 

4-weeh 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

L  EXPLORATION  AND  PRODUCTION 

17.1 

18.1 

MAXUS ENERGY 

26.3 

28.6 

9 

iTELS  AND  MOTELS 

15.9 

59.2 

PROMUS 

26.4 

154.4 

72  y-i 

I  AND  GAS  DRILLING 

14.9 

39.4 

ROWAN 

16.1 

53  2 

9 

MWICONDUCTORS 

13  2 

77.9 

NATIONAL  SEMICONDUCTOR 

24.1 

30.1 

13  '/2 

iTRUMENTATION 

1  1.7 

2.5 

HEWLEn-PACKARD 

12.7 

0.5 

77  3/4 

R-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ALTH-CARE  SERVICES 

-23.8 

-30.6 

AMGEN 

-35.0 

-45  5 

35 

UCKING 

-13.0 

-12.1 

YELLOW  FREIGHT  SYSTEM 

-14  8 

-18.6 

25  '/a 

BACCO 

-10.2 

-16.2 

PHILIP  MORRIS 

-11. 3 

-170 

64  % 

DICAL  PRODUCTS  AND  SUPPLIES 

-9.6 

-13.1 

BARD  (C.R.) 

-24  7 

-8  6 

25  V'a 

SURE  TIME 

-7  7 

5.5 

OUTBOARD  MARINE 

-13.2 

-0.6 

21  ys 

TUAL  FUMDS 


MORNINGSTAR  INC. 


\  lERS 

l|  iieek  total  return 


% 


LAGGARDS 

Four-week  total  return 


% 


4-week  total  return 


tio-^— -J  Average  funcJ 
52-week  total  return 


;ADMAN  OCEANOGRAPHIC  technology  15  7 
(INGTON  STRATEGIC  INVESTMENTS  1 1  7 

TLIFE-STATE  STREET  GLOBAL  ENERGY  9  1 


!ek  total  return 


)ELITY  SELECT  HOME  FINANCE  53  i 

)ELITY  SELECT  FINANCIAL  SERVICES  49  9 
)ELITY  SELECT  REGIONAL  BANKS  48.7 


FINANCIAL  STRATEGIC  HEALTH  SCIENCES  -14  8 

JOHN  HANCOCK  FREEDOM  GLOBAL  RX  -13  6 

FIDELITY  SELECT  BIOTECHNOLOGY  -110 

52-week  total  return  % 

PROGRESSIVE  AGGRESSIVE  GROWTH  -33  4 

OPPENHEIMER  GLOBAL  BIO-TECH  -32  5 

UNITED  SERVICES  GOLD  SHARES  -30  1 


TIVE  PORTIOLIOS 


DATA  RESOURCES  INC 


>j  ir  amounts 

tj  ;sent  the  present 

•{  i  of  $10,000 

li  AeA  one  year  ago 

r  ch  portfolio 

(  ntages  indicate 
'  icy  total  returns 


nil 


Ti-easury  bonds 
$1X157 

-1.67% 


U.S. stocks 
$1144* 

-0.67% 


Foreign  stocks 

$ii,i«e 

-0.59% 


Money  market  fund 
$10,260 

+0.05% 


Gold 
$9724 

-1-0.63% 


3  i  n  this  page  are  as  of  market  close  WecJnesday,  Mor  1  7, 
'  groups  incfude  S&P  500  companies  only,  performance  ancJ 


1993,  unless  otherwise  indicated  Mar.  16,  Mutual  fund  returns  are  as  of  Mar  12  Relative  portfolios  ore  valued  as  of  Mar,  16  A  more 
>hare  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request. 
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THE  U.S.  AND  JAPAN:  TOWARD  A  NEW  FUTURE 


On  Apr.  16,  Japan's  Prime  Minister,  Kiichi  Miyazawa, 
airives  in  Washington  for  his  first  official  visit  with 
President  Clinton.  In  preparation,  the  Clinton  Admin- 
istration is  rushing  to  formulate  a  policy  toward  Japan.  It 
should  plan  carefully.  America's  new  post-cold-war  Japan 
policy  may  \'ery  well  turn  out  to  be  as  important  for  the  na- 
tion's economic  well-being  as  the  Administration's  new  poli- 
cies in  health  care,  job  training,  or  education. 

Miyazawa's  visit  will  take  place  at  a  time  of  unusual  polit- 
ical tuiTTioil  in  Japan.  An  endless  series  of  coiTuption  scandals 
is  rocking  Miyazawa's  Lil)eral  Democratic  PartJ^  The  lat- 
est: S.50  million,  including  gold  bars,  found  in  the  apartment 
and  office  of  former  political  kingpin  Shin  Kanemaini. 

The  Japanese  economy  is  in  crisis,  as  well.  The  banks 
hold  some  S500  billion  in  bad  debt,  corporate  profits  are 
plummeting,  factories  are  being  shuttered,  and  the  lifetime- 
employment  social  contract  is  being  ripped  up.  The  one 
thing  going  for  Japan  is  exports.  A  soaring  S132.9  billion 
trade  surplus  in  1992  provided  the  only  stimulus  for  growth. 
Even  that  is  a  problem.  The  export  tsunami  angers  all  of 
Japan's  trading  partners,  including  the  U.  S. 

So,  in  the  1990s,  the  tables  have  been  turned.  While  Japan 
struggles,  the  U.  S.  is  now  playing  a  remarkably  strong 
hand.  After  years  of  being  lectured  and  hectored  by  Tokyo 
on  America's  need  to  reduce  its  budget  deficit  and  boost  cor- 
porate competitiveness,  the  U.  S.  is  finally  doing  just  that. 
Quality  is  up,  and  the  budget  deficit  looks  to  be  heading 
down.  U.  S.  exports  are  globally  competitive  and  increasing 
to  practically  every  nation  that  has  open  markets. 

Here's  some  advice  to  the  President  on  his  visit  with 
Miyazawa:  Take  a  piivate  walk  in  the  White  House  gar- 
den, just  the  two  of  you.  Miyazawa  speaks  collotjuial  English, 
so  insist  on  no  interpreters.  Tell  him  our  two  countries  are 
very  good  friends,  and  our  relationship  is  important  to  the 
world.  Then  give  him  three  messages.  First,  say  that  Amer- 
ica is  reordering  its  priorities.  W'e  are  no  longer  going  to  sub- 


ordinate our  economic  interests  to  geopolitics.  In  fact,  Arr 
ica's  post-cold-war  foreign  policy  is  very  much  an  econoi 
policy.  We  need  exports  and  growth  to  attack  the  deficit,  j 
for  new  investments,  and  generate  high-paying  jobs.  1 
fortunately,  our  corporations  still  have  a  hard  time  pry 
open  Japanese  markets,  despite  years  of  trying,  and 
President  needs  the  Prime  Minister's  personal  help. 

Next,  the  President  should  say  that  he,  not  just  C 
gress,  lielieves  the  U.  S.  has  a  problem  with  those  markets 
Japan  that  are  still  relatively  closed.  The  days  when 
White  House  and  Congi-ess  were  divided  over  the  trade 
sue— and  Tokyo  could  count  on  the  White  House  taking 
side  against  Congress— are  over.  The  U.  S.  speaks  with  ( 
voice  now,  and  that  is  President  Clinton's. 

Finally,  the  President  should  express  sjinpathy  for  Japj 
cun-ent  difficulties  and  support  efforts  to  get  the  giant  S4 
lion  economy-,  the  second  largest  in  the  world,  rolling  agai 
and  importing  again.  Leaders  of  Miyazawa's  LDP  are  putt 
together  a  package  of  tax  cuts  and  infrastructure  spend 
that  will  surpass  the  S90  billion  stimulus  plan  pushed  throi 
by  Miyazawa  only  last  fall.  That's  all  to  the  good. 

Better  still  would  be  to  tilt  the  soiu-ce  of  economic  gro\ 
toward  domestic  demand  and  away  from  such  a  heavy  dep 
dence  on  overseas  markets  in  the  U.S.,  Europe,  and  A: 
Adding  billions  of  dollars  to  consumers  pockets  would  hav 
double  effect.  Imports  would  almost  certainly  rise,  and 
U.S.  would  gain  a  large  share  of  the  increase.  Japan 
companies,  for  their  part,  would  focus  more  of  their  atteni 
on  domestic  needs  rather  than  on  gaining  more  foreign-rr 
ket  share. 

The  President  should  end  his  chat  with  Prime  Minis 
Miyazawa  by  saying  his  Administration's  goal  is  to  cut 
U.  S.  trade  deficit  with  Japan  from  it's  cmrent  level  of  S^^ 
billion  to  S20  billion  in  four  years.  It's  an  ambitious  tar, 
but  one  that  can  be  achieved  with  faster  Japanese  econoi 
growth  and  more  open  Japanese  markets. 


AiR  WARS:  THE  PRESIDENT  FLIES  RIGHT 


The  ClUiion  Administration  gets  half  a  hun-ah  for  its  de- 
cision to  approve  the  S3(K)  million  British  Airways  PLC 
investment  in  !  sAir  Inc..  despite  the  fierce  lobbving  ef- 
forts of  the  Big  Three  airlines:  American,  United,  and  Delta. 
It  gets  only  half  a  cheer  because  it  acted  not  solely  on  prin- 
ciple but,  as  Transportation  Secretary  Frederico  F.  Pena 
admitted,  to  save  jobs.  To  quote  Peiia,  the  agreement  "is  im- 
portant to  the  employees,  communities,  and  customers  of 
I  SAir."  With  49,(X)0  jobs  at  the  Arlington  (Va.)  airline  threat- 
ened by  bankruptcy,  there  was  a  lot  at  stake. 

On  the  plus  side,  the  decision,  made  directly  in  the  White 
House,  gains  the  high  gi'ound  for  the  U.  S.  in  the  increasing- 
ly acrimonious  disputes  over  bilateral  air  agreements.  Under 
pressure  to  open  their  closed  markets,  France  and  Thai- 


land have  abrogated  their  air  treaties  with  the  U.  S.  Gen 
ny  came  close  last  year,  and  Japan  appeal's  to  be  flirting  w 
it  by  denjing  United  Airlines  access  to  passengers  in  Tol 
who  are  en  route  to  other  Asian  destinations.  By  honor 
the  U.  S.'  bilateral  air  agi-eement  with  Britain,  though  i 
pact  is  heavily  skewed  in  favor  of  the  latter,  Clinton  shov 
the  world  that  the  U.  S.  will  stand  by  its  word. 

With  its  approval  of  the  BA/USAir  deal,  the  Administrat 
also  signaled  Whitehall  that  ba's  marketing  deal  with  uSy 
part  of  the  investment,  will  end  in  one  year  unless  Brit 
ends  restrictions  limiting  access  to  its  market  for  U.  S.  c 
riers.  These  changes  must  be  made  in  the  basic  air  tre; 
with  the  U.  S.  If  the  Administration  hangs  tough  and  folio 
through  on  this,  it  will  receive  the  other  half-huiTah  in  IS 
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Tnere  s  MoreTo  Growtli 
Tnan  Growing. 


A  thicket  of  obstacles  can  come  between  you  and  your  goals.  Taxes, 
regulations,  employee  benefits  costs,  foreign  competition.  We  can  help  clear 
the  way.  Consider  our  strong  track  record  with  midsize  companies  like  L/ours 
in  a  range  of  industries  from  microchips  to  retail.  And  the  way  ive  tailor  our 
skills  to  your  company  s  size,  stage  of  development, 

form  of  ownership,  financial  structure.  Deloitte& 
We  re  Deloitte  &  louche.  One  of  America  's  Touche 

largest  accounting,  tax  and  consulting  firms. 

But  don  t  hold  that  against  us.  Let  's  talk.  Accountini^,  Tax  and  Consulting  Services 

We       Listen.       We  Deliver, 

Dt'loittc  loufke  Polimatsu  Intcmational 
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T  W   0       YE  A  R  S 


The  simple  acl  of  leasing  a  Lincoln  Continenial  can  now  help  satisfy  both  your  immediate  desires  and  yc 
long-term  fiscal  goals,  ■  With  the  Lincoln  Two-Year  Luxury  Lease,  a  modest  expenditure  affords  you  tf 
pleasure  of  owning  one  ot  the  world's  most  rewarding  luxury  sedans.  ■  Withm  Lincoln  Continentals  leat 
appointed  interior,  luxury  relinements  abound.  And  your  comlort  le\'el  is  lurther  enhanced  by  a 


standard  driver  and  right  front  passenger  air  bag 


m  addition  to  standard  four-wheel  disc  anti-lock  brakes,  ■  Yet,  perhaps  you  will  admire  Continental  mosi 
its  advanced  dru'ing  systems.  ■  Continental's  air  suspension  and  electronic  transmission  are  controlled 


•Always  wear  your  salcl\  hcit  "See  sour  l.iiiLoln  tli-alcr  lur  a  iop>  ul  ihis  limited  uarraniy  ' '  'Leriain  beneliis  profiled  b\  tord  .Aulo  Club,  ine  See  youi  Litieoln  dealer  lor  de 
LINCOLN-MERCURY  DIVISION  C^d^  Buekle  u[>— logelhei  we  ean  save  lives 


Despite  the  recent  econoniii 
trend,  Mass  Mutual  ha 
shown  healthy  growth  ove 
the  past  fewyears.  But,  a 
Executive  Vice  Presiden 
John  Pajak  points  out,  thi 
growth  isn't  entirely  the  resul 
of  the  products  offered  by  th^ 
giant  insurance  carrier. 

"When  you  come  ou 
with  a  hot  new  product,  a  fev 
weeks  later  everyone  else  ha 
the  same  thing.  So  the  onh 
way  to  separate  yourself  fron 
the  pack  is  th  rough  service." 

The  strength  of  an  insur 
er's  service  greatly  depends  oi 
its  on-line  transaction  process 
ing  capabilities  for  claims 
And  Mass  Mutual,  known  fo 
being  avant-garde  by  its  peers 
maintained  that  reputation  b;' 
moving  its  life  and  healtl 
claims  from  a  mainframe  plat 
form  to  Digital's  VAX^' 
systems  and  a  VAXcluster™ 
A  move  they  felt  woul( 
give  them  greater  flexibility^ 
and  a  15%  increase  ii 
productivity. 

"That  was  our  goal  - 
th  at,  and  making  sure  th. 
move  would  be  completely 
transparent  to  our  customers 
They  wou  Id  never  accep 
hearing  that  their  claim  wa; 
delayed  because  we  weren' 
up  to  speed  on  a  new  system." 

With  Digital's  COHESIO^ 
software  development  tooli 


DIGITAL* 


If  E 


©  DIGITAL  EQUIPMENT  CORPORATION  1992  THE  DIGITAL  LOGO,  DIGITAL,  VAX  AND  VAXclusler  ARE  TRADEMARKS  OF  DIGITAL  EQUIPMENT  CORPORATION 


nd  on-site  assistance,  Mass 
Autual  built  its  new  process- 
rig  system  in  phases.  When  a 
ihase  was  completed,  people 
vere  trained  in  it,  and  it  was 
hen  brought  on-line. 

As  a  result,  customers 
lever  noticed  any  delay.  In 
act,  they  noticed  the  exact 
tpposite,  as  Mass  Mutual 
vas  able  to  cut  its  response 
ime  From  weeks  to  days.  A 


TEAMWORK 
OPENS 
WAY  TO 
IMPRESSIVE 
INCREASE. 


;ut  that  resulted  in  a  40% 
jain  in  productivity. 

"We're  also  capturing 
Jar  more  data  m  tar  less  time, 
rhat  information  is  what 
allows  us  to  tailor  our  service, 
and  that's  what  separates  us 
from  everyone  else. 

"We  have  a  very  high 
retention  rate  wi  th  clients 
because  ot  our  service.  And 
thanks  to  Digital,  our  service 
is  where  it  is  today. " 

Find  out  how  Digital 
can  help  you  deliver  a  higher 
degree  of  service.  Call  1-800- 
DEC-INFO,  ext.  92.  Or  contact 
your  Digital 
sales  office. 
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For  more  information  call  1-800-462-7363  in  the  U.S. 
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A  PROFILE  OF  THE 
BUSINESS  WEEK  lOOO 

The  pain  is  beginning  to  pay  off  as  recovery 

finally  kicks  in.  Total  profits  soared  22%  in 

1992  after  three  consecutive  down  years. 

Market  value  was  up  a  respectable  13%. 

It's  a  record  of  the  year  that  was — and  a 

vision  of  promises  and  perils  to  come 


HOW  TO  USE  THESE  TABLES 

Here's  your  map  for  navigating  the  vast  sea 
of  data  about  America's  most  valuable  compa- 
nies— together  with  an  overall  statistical 
portrait  of  the  BUSINESS  WEEK  1000 


THE  BUSINESS  WEEK  lOOO 
TABLES 

The  ultimate  report  card  on  Corporate  America: 
BUSINESS  WEEK'S  1993  record  of  market-value 
winners  and  losers — plus  current  earnings 
estimates 


RANKING  BY  INDUSTRY 

fin  iridustry-by-industry  look  at  the  numbers 
reveals  the  overall  economy's  areas  of  strength 
and  weakness 


ALPHABETICAL  INDEX 

How  to  find  your  targets,  and  how  they  rank  in 
market  value,  sales,  profits,  and  assets 
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ASSISTANT  MANAGiNC  EDITOR 

Sarah  Bartlett 
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BEHIND  THE 
NUMBERS 

Look  here  for  the 

biggest  market-value 

winners  and  losers, 

the  undervalued,  the 

richly  priced,  and  the  deal-doers, 

You'll  also  find  some  surprising 

numbers — and  a  little  history 


^S^tf-t  PHOTO 


ESSAY 

Chrysler  is  reinventing 
itself,  with  some  pretty 
flashy  results.  Enjoy  an 
eye-catching  portrait  of 
a  turnaround  in  action 


25  EXECUTIVES 
TO  WATCH 

They're  the  illustrious  and  the  not-so-well- 
known.  Either  way,  these  are  the  people 
you're  likely  to  hear  a  lot  about  in 


the  coming  year 


THE  BUSINESS 
WEEK  lOOO 
PORTFOLIO 

BUSINESS  WEEK'S  first-ever 

look  at  the  long-term  record 

of  America's  most  valuable 

companies.  Here's  how  the 

Class  of  1993  performed 

over  the  last  decade 
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Buying  new  office  furniture  on  a  downsized 
budget  can  leave  you  with  the  uncomfortable  feeling 
that  something's,  well ...  missing. 

Like  real  quality  Durability  Simplicity  And 
the  extra  conveniences  that  make  people  more  pro- 
ductive. These  days,  who  can  afford  them? 

Actually  almost  anyone  can. 

Because  Haworth's  new  PREMISE™  office 
Rimimre  gives  you  the  extras  built  in.  Without  the 
expense  added  on. 

You  can  see  PREMISE  quality  in  the  details. 
Like  flush-fittuig  work  surfaces,  precisely  aligned 
drawers  and  interlocking  panel  trim. 


PREMSE  exccutwe 
work  smrion 


PREMISE  mcludes  both  systems  and  tree- 
standing  furniture,  so  it  adapts  easily  to  changing 
needs  for  open  plan  and  pnvate  offices.  Anywhere 
you  want  to  cut  costs  without  cutting  comers. 

 <  >  

Are  you  getting  the  most  from  your  furniture 
budget?  Our  new  brochure,  "Maximizing  Your  Office 
Furniture  Investment,"  tells  you  how.  For  your  compli- 

I  FRinU!  ^       "1^"^^  <^opy,  call  us  at  1-800-344-2600. 

FURNITURE  THAT  WORKS-   <>  


EMTOR-UKHIEf:  Se^Ter  B  S^e3ac 
■JUUHNC  EMTOfc  l^flB-K  M3TSD- 
OnEF  ECONOWH:  iVilla-  iVoi-T3- 

AssKTun  Muueme  emtoks: 

Sara-  Baler.  =(:i3e"  J  Donvfoj  G  DaiC!  I'valaDe 
UT  MKECTOfi:  Ulacon  ?ojTia- 

SENIM  EMTOK:  5Dr  Amaa  F:anK  J  Ojme:.  Deia"?  A.  Dk>k=, 
JudiTi  -i  DDDT\nsKi,  Marc  rrons  33Dff  i=ws  Giro  Scotti. 
Mar*  v  \'a-iDf  ^  iValcza^;  'WasingiD-i  Cire  Wslles, 
Se.r-iru-  Zj:';?' 

EftlTOSlftl  P*6i  EDFTOfc  J.  jdi  i^jsssaj- 

CHIEF  Of  COCRESraNDEKTS:  ^^it^  G  rsC'T 

INTEtNtTIONIa  EbmOII:  iViliia-  „  -iDlsier  'Editori;  join  E 

PijeTveKf  ri-3:et"  i'vene*  i'3'  E31DT& 

SEHIOt  WCtTEKS:         A  Bt'-ie  Janes  E  Ells  (Cncagoi, 

»Villa~  Gasaal.  Geie  £  ti/iaroa.  Jav  ==3:301  Karen  Pemar 

ISSOCUTE  EDITORS:  Djan-:  E  AnoarsD-.  GalTeTne  An?.  Ani 
DjiK]-  .efr^.  w  a--  iVilla~  Z  Ifertac'.  Jot  l>tee"ar 

DKEaoR  EOrrOKUU.  OKUTHMK:  ~iona£  .  Reso 

ncniKi  EorroK:  ^■.•.'3-iDi  -oo-an- 

SENIOt  urr  DISEaOE:  3ae- 
DKECTOli  Of  rrSTEIdS:  Darrtf  Ooilr  Wonev 
ECONOMICS:  J3-et  C  Oo-ooe-  '5-  E»no-isi9j3na3b  OjtTO>  ed- 
to',  *'vantee'  Wadioa-  Assoc  ,  CTtsToo-e-  -3"el,  l^cnae 
l/anoe  E.-.'ji:>ni.-:f  ednoi,  je'>f  KO'^  'EDononi;   -eios  ejiro' 
DEPM!TMENT  EDITOSS:  Books.  leisf  I<eE»oi;  Zorparsn^  =nan=e 
la"*  -OT-  l-idjsrieE    'anf  ='5e'50-  iTto-malio-  =^o=essng 
jon-  I'l  >eT   iiE-iaiiana!  iMsnis  -ee-  ia  -szto  ne-iationai 
Outlaok.  Saiev  -eec  Inveslmsnt  Banking;  _=a-  '>;3na-t  So''^ 
Legal  Afiairs:  !Acr^  Gae"  Manetng:  I>iTsc)o">a' 
&  Investments:  jB'v  \f'Je:z^  Media  _aid)e-  Money  & 

Banking:  Kelt?-  -loiian-  Hsws  Kerr  H 

n3*^-nD-i2S.  Peopte:  '^.Icnae  Zrea  ?^^onal  Bosirtess:  J03" 
\^3-Te-  Scerce_£-iiK  "  S-iir  Score:]oarc&:  -3:  -  jssxrse'. 
Sociai  issues  --^v  Sepa.  Technolc^':  ^eie-  Cd^  Teieconv 
TnuniC3tiD-iE  Zepf?'  Transportation:  Ana'^a  RDn-nar, 

STtfF  EprroeS:  -a-  3a=*.  ^'aj  1/  En;;  33:^  f/  ♦■'.ans  Elizaretn 
lBS'\  rv3'  .  ~>~nv.3~  Rd"  3t>3Tiil  I.  _aji^  ~DJD»  Sjzame 
WDDlt?v  _3jr=;  3-1-  SjnPiE  i'vaaeKai-B-iargauc  A^.  edrtori 
COPY  EWTOtS:  H3"ir  Waj'e^  Mciae  Meirj'i-.  ^epJ^  ciietsi 
Prja^Tse  Otwt^'  ,As5i  c^e^i  r-  Bek-ai:  AeiE  Kajrna'".  l/arr 
fyfle*  J3>  r^3K)r&  Jf-  ~3£)  Sr  dd:?^  SDroTB;  Za'  D=se-s  -aox 
Gree',  CvnTii;  l>A::Cea-.  D3\nc  ^e-vih  i^fiakB  Ddjc  l^toyalK' 

Daiia  Ka->3'».'3^    Ass:  cd?>  editor;  3ai  ^Dwe•  Aiaa  Rosanc 

m»UCTION  con  EprrOftS:  Do-iaic  naisDand  fCtie'i  rtallPe^ 
^l-Tjnasso-i,  Geine  Keaung  R^laer  S  Mor-ar,  ^awence  DarC 
Eva  Sietner 

UT:  5tB\/s-  "ai/lD"  Oejjiv  drrsiita'i  C\nn£  Pned-ia"  ^ranrssca 
tktessna  J2>  ^^ertw  .Assdc  dtr^rors;  AiiDr  O^exig  Zrac  SxiB 
(Ass:  Diraro'?,  Graphics:  ATix  nes  Oi^bcsd',  j:a'  Dana'ie' 
O30J*\  di'Bcio',  Rar'  D:».'if  S'  llustTHio-i  Abet;  Meia  Ra> 
Velia  'llij5tT3TDTs,  janr  3saj-'"a-t:  Od-idjb-  anst  Prodiicfion: 
3i9D-e-  J  =(D-»&-  Amete  »'vi;-nej*  .Ass:  -it 

P80T0S:  Szzif  Miv^  ■X>e3jri  ^i:n^  edrto'i  ~mc  ja-es  -aj^n 
3tx>ct>MeT  Ro-nie  Wei  Asso:.  ^cu^  edno^i  3=ttn=  3ajdor 
i'^a':s  An-if  Mj"'a\  Ass:  ='tcUjr£  edno-Si  Katniee"  MDDrs 
Ressa^'^ie",  ,1:13-  CUarv  ~3ffi",  _awren::r  Crowe  (Lb^rai: 
EMTOtlAL  OreUTIOKS:  Ricnart:  ^estmc  A  Pee-  Ce*.  ^'vonne 
RMTipj52  PrxLoo-  7Taraae3,  io"i=e  R  Ddwc  Snao'  ^  Ets 
M3e  J:^  L  Mamri  Ja-e  M  ^^enyso'  D31C  3uas  t^are- 
~j->,  is=  V  VVatTo-  Nic"ioi2£  Wine  'MaKSjr  edrorst  ^eiix 
Lridir-i  EDoa'tK  "dtbs  .Ass:  '■^aKeur  edftoTs-  Dthio  C  Pea^o" 
I  irBffi:  —a-ape-,  3tj:^      An3<2  Ls::  Gooe  3eD*>e^  P  Ledn- 

CORKESPONDENTS:  Attanta:  C>ij>.  HawKns  'l«^gr  t  l^n=  f^alo-i 
Boston:  (/a-*  (Jlar="iDT  'Mj-  ,  ja-v  lJtr^''/ilia'T&  GeDfrrev  5Tiit~, 
C^iraoo;  jjii:  ~\n-.  Ds-az  3fBsn5  K?i/i-  ^^elK  Lds  *>=->=- 
Cteueianc:  _ar-.3-v  S^-tiie-  lAj  .  Connecticut  r-  S-ar  'Mgr . 
^Ilas.  I'yend^  25i(r>e-  ^Mg- .  SED'ianie  Anae^o — D-es:  Detroit 
Katiee'  Ke^-zr  ,  Ja->e=  E  "^eere  S*  I-D-resDon^eT!.  D^^z 
V'JoozrJ-  LoE  Angetes  -onair  Sr^^e"  ^Mt  ,  -a-^  A— isrrjnr  S' 
Co-re5:»:nD5T  a-i-.  Ea'^.  En:  S"ine  Mam:  3ai  r>e3e:^'pr 
fMp- ,  Phiaaetpna:  jdssd'  iVe^e'  flolo"  ,  PrtSburgh:  5>isD">e- 
3ake'  fMx  ,  San  Franasco:  Pjssel  fJlit:f>5!  fMj-  ,  Picnac  B^nJ. 
JDa"  C  C  -a-ii!TD-  PDDe'  10^  Kar^  RaDeli::  Seattte:  Dd'  jD->es 
'^aip  'Mx  ,  Washingon  3ten"e-  Wliasro-  S'  Edio', 
3ia"  ■'vev.';  Eano*.  A-iv  Bri-js  jdt  Cai^ev  Pc'iac  S 

Djra-  Itea"  ^njs:  Sjsa-  E  Gara-ic  H^warc  3*ec»nan  Ddjs^ 
'lao'^-T  l^Aa>.  _5w\r  ^-aj  i/ag-usso-,  M)k£  iiArNa^-er  Micnae 
S::n'ceD5'  Cane-i-e  ^an-  ^n-sina  De  «.alif  .Asr.  edrto- 
Bonn:  JDT  ~e-oe~a-  m't  .  Sai  S:;"iar5i  Hong  Kong:  J?*cr 
Bariatna-  fMx  ,  ^se-  Etoardi:.  London:  Pina^  A  i'/te*dne"  Mg: , 
Pajla  Dvvve-  Mexico  wit^'-  Se'  Snr  (My  .  Moscow:  Rdsc  33av 
f\\Ap-  Pans;  Siewa-  Mx  ,  Bii  Jat.'esK,  j,i~ara-  £  ^wne 
Rcw7»e:  JDT  PDSsaT  Md*  ^o*cyc  R»e-  '*tet  l.'ta"  ,  '^1  '3ro3= 
-i3VDK=  ^^-e-  -oiTv  'bills'  To- onto:  C  SsnDi^s 

□MIORUL  SEKVKZS:  Broadsastng  Pa  -infr-e'  Bjsress  Manner 

3aoarE  E::i''-n3-.  hto-matiar  Seri'isss  .urn-      -s.'s;  -Ji-enxx. 

j?>cf  E  KrKr'an>  'Mx  ,  Jja  Ae?:  e^no-  ^te-'.  ja'e"'^ 

^r=tz  '■var:e"ir>5^  'Jl3i=  MaoiaK  Office  Manwe^  P^s?'  "*  KDpr, 

Public  felations:  I^Tsinf  Sj-i-esa-  J3saa"ni  Gxx>D;a  Rsaogs 

ftspo^  lenDdii  3^vr.  ftepnnl  f^nnssion;  _2WT»-ce  OsiiD" 

5>^JEms  '"3  _  ''jre'  Mx  .  ti^t  3o'."/",  t/aiE  SKreiii 

PKSlDttr  TUB.tSHEfc  jm-  w  =>atte- 

SL      OPEU."iOliS:  Za-  E  -laows 

St.  V*  trt'ERTlSiNC  SALES:       A  5:>3n:K-05C 

VP,  WTERNATIOWAL;  3e-c  HnsKr 

W,  QKUlATIOIfc  KrTv  Ca-^ 

VF,  DlSEaOK  OF  R»KniN6:  Ga:^  ^n:XS3- 

Ws,  SAIES:  G.T^-i::f  E  BeTter  '•siDTieaseT^  Pepian-  G  Jarvs 

G^ffr  II  ,Ai;aTti:_Pepo'   Da''  Djt  fMuwesE*^  Repo-.^  ^js  R 

Mdt  'iVefiT?-  -texD- 

COKTKHiEfc  Zh-^    r  5n3? 

DIREaOft.  APVEmSWe  business:  ^n^a  =  Cavatir 

DICECTOt  PKODUCnDK:  '.la'i:  .  "alijt: 


Editor's  Memo 


This  is  the  eighth  year  for  our  report  on  the  BUSINESS 
WEEK  1000 — ^.-Vmerica's  most  valuable  companies.  We 
call  them  that  because  \'alue  is  what  this  Bonus  Issue  focus- 
es on:  not  size,  not  even  past  results.  We  measure  the  volm 

that  the  market  places  on  LCXX)  corpo 
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rations,  and  that  has  proven  to  be  a 
highly  sensiti\-e  gauge  of  corporate  per- 
formance and  prospects.  It  is  forward- 
looking,  because  the  market  buys  and 
sells  based  not  on  yesterday's  record 
but  on  its  expectations  for  tomorrow.  It 
is  fast-mo\"ing.  because 
unlike  sales  or  even 
earnings,  market  value 
can  change  as  quickly  as 
opinions  do.  And  it  is  im- 
partial and  encompass- 
ing, because  it  reflects 
the  .iudgmenis  of  millions 
of  observers. 

Market  value  is  also  a 
timely  prism  through 
which  to  \iew  Corporate 
America.  A  new  breed  of  acti\ist 
shareholder  is  taking  a  prominent  role 
in  the  go\"emance  of  companies.  For 
these  investors,  the  key  yardstick  of 
management  performance  is  market 
value. 

\'iewed  as  a  whole,  the  BUSINESS 
V\TEK  KKX)  pro\ides  a  broad-based  por- 
trait of  the  U.  S.  economy,  its  well- 
springs  of  gromh  and  areas  of  decline. 
The  list  of  market-value  gainers,  for 
example,  illimiinates  the  continuing 
strejigth  of  teleconmiunications.  com- 
puter software,  and  value-oriented  re- 
tailing, as  well  as  the  growing  reco\'ery 
in  banking.  The  hst  of  losers,  on  the 
other  hand,  "hidlv  reveals  the  impact 


mm 
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of  the  health-care  debate  on  drug  com- 
panies, of  price  warfare  on  computet 
hardware  companies,  and  of  defense 
and  airline  cutbacks  on  the  aerospace 
industry. 

Of  course,  this  issue  provides  many 
other  nieasures  of  corporate  perfor- 
mance—more than  two 
dozen,  in  fact.  We  alsc 
r.ave  added  some  new 
features  in  this  1593  Bo- 
nus Issue.  For  several 
interesting  perspectives 
>n  the  reams  of  data  con- 
tained here,  join  us  a; 
we  take  a  look  Behind 
the  Ntmibers.  And  unfurl 
jlir^  our  brand-new  gatefold 

"  :o   see   the  BUSINESS 

WEZ.y.  1  '  I  ?  :'rtfoHo.  a  revealing  study 
of  the  Jong-term  performance  of  .Amer- 
ica's most  valuable  companies.  For  a 
colorful  Aisit  to  the  rein\igorated 
Chrysler  Corp..  turn  to  the  Photo  Es- 
say. And  to  learn  about  the  fascinating 
folks  behind  the  data,  check  out  the  25 
Executives  to  Watch. 

^^'e  think  youH  find  this  Bonus  Issue 
livelier  and  more  penetrating  than  ever 
—and  a  more  \'aluable  resource  in  the 
year  ahead. 

Editor-in-chief 


Getting  to  gate  87  in 

Traveling  on  business  can  be  tough.  So 
we  made  it  easy  to  get  AT&T  service. 
First,  check  the  sign  on  any  public  phone 

two  minutes  isn't  always  easy 

to  make  sure  it's  AT&T.  If  it's  not  AT&T, 
or  you  ciial  and  don't  hear  'AT&T"  after 
the  bong,  hang  up.  Then  dial  10+ATT+O. 

Getting  AEST  is. 

You'll  get  the  service  you  depend  on.  At 
the  prices  you  expect.  Getting  around  on 
business  should  alwavs  be  that  easy. 

DiallO  ATT-0 

plus  the  area  code  and  number. 


an't  complete  your  call? 
:all  I  800  321-0288. 

11993  ATST 


Peer  through  the  smoke.  Try  to  see  past  the  debris  scattered  by  recession, 
past  the  wreckage  of  downsizing,  past  the  victims  of  boardroom  regicide. 
Look  closely,  and  you  can  begin  to  see  the  outlines  of  what  all  that  hardship 
and  sacrifice  were  for.  You  can  see  the  shape  of  America's  economic  renewal. 


The  painful  paring  of  tens  of  thousands  from 
payi'olls  has  pushed  overheads  lower  and  produc- 
tivity higher.  So  now,  as  the  recovery  kicks 
in,  even  slender  sales  increases  let  loose  a 
coiled  spring  of  profits.  Combined  profits  of 
the  BUSINESS  WEEK  1000 
rose  22%  last  year,  to 
$171  billion,  while  sales 
rose  by  a  far  more  mod- 
est 5%,  to  $4  trillion.  The 
ousting  of  some  high-pro- 
file corporate  chiefs  is 
beginning  to  bring  new 
faces  and  a  fresh  sense 
of  urgency  to  several  of 
America's  largest  and 
most  troubled  corpora- 
tions. And  the  rising 
voices  of  shareholders  and 
directors  are  galvanizing 
even  those  managers  who 
appear  to  be  safe  in  their 
perches.  Meanwhile,  in 
Washington,  a  new,  ac- 
tivist Administration  is 
settling  in,  exploring  policies  on  trade,  taxes,  and 
spending  that  are  certain  to  benefit  some  indus- 
tries as  they  penalize  others. 

Sure,  many  titans  of  Corporate  America  have 
been  humbled.  Some,  such  as  IBM,  Westinghouse, 
or  Sears,  seem  so  badly  wounded  that  one  won- 
ders how  they  will  recover.  And  entire  industries 
must  ride  out  the  sudden,  merciless  impact  of 
shifting  priorities:  Think  of  drugmakers,  for  exam- 
ple, or  defense  contractors. 

But  look  through  that  smoke  again.  There, 
quietly  forming  ranks,  you  can  see  America's 
emerging  industrial  elite.  Some  are  familiar  old 
names  that  have  been  tempered  by  their  recent 


troubles— Chrysler,  for  example,  or  AT&T.  Others 
are  onetime  upstarts  that  have  matured  into  long- 
distance runners— the  Intels,  Microsofts,  Home 
Depots.  And  still  others  are  emerging  companies, 
small  software  makers,  or  telecommunications  out- 
fits you've  probably  never 
heard  of. 

Because  the  BUSINESS 
WEEK  1000  focuses  on 
market  value,  it's  unique- 
ly well-suited  to  present 
the  portrait  of  this  com- 
plex, ever-shifting  econo- 
my. Since  a  stock's  price 
reflects  the  cumulative 
impact  of  millions  of  judg- 
ments, it  is  based  on 
all  available  information 
about  a  company.  But 
market  value  is  about 
more  than  just  size  or 
past  performance.  Above 
all,  market  value  is  a  re- 
flection of  expectations 
for  the  future,  and  it's 
those  expectations  that  are  revealed  in  great 
depth  and  vivid  detail  in  the  following  pages. 

Sour,  edgy,  or  ardent 

Looked  at  in  the  aggregate,  the  market  greeted 
much  of  last  year's  commotion  calmly:  The  overall 
market  value  of  the  BUSINESS  WEEK  1000  ex- 
panded by  13%,  to  $3.8  trillion.  That  was  the 
same  growth  rate  as  in  recession-plagued  1991. 
But  if  the  surface  of  the  market  seemed  smooth, 
the  waters  were  roiled  below  as  investors'  percep- 
tions of  some  of  America's  biggest  companies 
underwent  profound  upheaval.  True,  Exxon  Corp. 
held  on  to  its  No.l  spot  in  BUSINESS  WEEK's 
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ranking:  Wall  Street  continued  to  prcjfess  its  faith  in  the  fu- 
ture of  the  giant  oil  company. 

But  elsewhere,  investors  appeared  to  grow  permanently 
sour  on  companies  that  had  hurt  them  before,  edgy  aV)out 
others  that  had  disappointed  for  the  first  time— and  ardent 
about  some  new  flames.  After  toppling  from  its  traditional 
No.  1  perch  in  last  year's  rankings,  IBM  seemed  to  go  into 
free-fall.  Big  Blue's  subsequent  restructurings  and  the 
shakeup  at  the  top  did  little  to  restore  confidence  this 
year.  The  company  slid  to  No.  12  from  No.  8,  as  its  market 
value  shriveled  by  36%,  or  almost  $18  billion. 

Another  big  loser:  Merck  &  Co.,  whose  market  value 
tumbled  26%,  to  $43  billion.  And  mighty  Johnson  &  .Johnson 
fell  off  the  list  of  the  15  companies  with  the  highest  mai'ket 
value.  Wall  Street  turned  on  drug  companies  as  policymak- 
ers in  Washington  began  hammering  out  a  framework  for 
national  health-care  reform.  As  the  health-care  debate  gains 
steam,  pharmaceutical  companies  could  see  their  pricing 
freedom  severely  curtailed  in  the  years  ahead. 


Elsewhere  on  the  list  are  tales  of  recovery  and  renewal. 
American  Telephone  &  Telegraph  Co.  raced  ahead  in  the 
rankings,  to  No.  2  fi'om  No.  7,  as  it  dialed  up  a  53%  surge  in 
market  value,  to  nearly  $76  billion.  A  year  after  write- 
downs and  restructuring  pummeled  profits,  the  long-dis- 
tance carrier  l)ounded  back.  Earnings  in  1992  were  up  an 
astounding  629%,  to  $3.8  billion. 

Other  success  stories  continued  uninterrupted.  Wal-Mart 
Stores  Inc.  was  the  second-biggest  gainer  in  value  and  ap- 
pears poised  to  take  over  the  No.  2  spot  from  AT&T.  The 
mass  merchant  out  of  Bentonville,  Ark.,  saw  its  market 
value  increase  23%,  nudging  it  up  to  No.  3  from  No.  4.  Its 
market  cap  is  now  just  $425  million  behind  the  telecommu- 
nications giant's. 

Into  the  vanguard 

There  are  plenty  of  other  surprises  in  the  latest  rankings. 
To  see  how  the  market  views  the  rest  of  Corporate  Amer- 
ica, turn  to  the  detailed  list  that  begins  on  page  114.  Ranked 
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I  by  market  value  as  of  Mar.  5,  1993,  the  roster  of  America's 
mightiest  companies  reveals  which  ones  are  stepping  into 
the  vanguard  and  which  ones  are  stumbling  as  the  economy 
rgains  momentum. 

Some  of  the  biggest  changes  in  rank  occurred  well  down 
on  this  year's  list.  The  prize  for  most  improved  goes  to 
Wellfleet  Communications  Inc.  The  maker  of  high-tech  hard- 
ware for  computer  networks  sprinted  ahead  to  629,  fi'om  986 
last  year.  The  company's  market  value  rose  by  145%  as  rev- 
enues doubled  in  1992,  to  $123  million. 

Among  the  better-known  winners  was  Intel  Corp.  The 
semiconductor  maker  climbed  to  No.  22,  fi'om  49th  place,  as 
its  market  value  nearly  doubled,  to  $24  billion.  Intel  turned 
in  a  stellar  performance  in  1992,  with  profits  jumping  30%, 
to  $1.1  billion.  Sales  were  up  22%,  to  $5.8  billion.  And  with 
the  market  eagerly  awaiting  the  arrival  of  its  next-genera- 
tion Pentium  chip,  Intel  is  expected  to  report  continued 
strong  growth  in  the  year  ahead. 

As  a  gi'oup,  banks  scored  the  biggest  advance,  with  low- 


er interest  rates  fueling  profits  and  delighting  investors. 
Many  regionals,  such  as  KeyCorp,  saw  their  stock  prices  ex- 
plode. The  market  value  of  the  bank,  based  in  All)any, 
N.Y.,  almost  doubled,  to  $4.2  billion.  Even  Citicorp  ap- 
peared to  regain  investors'  favor.  The  market  value  of  the 
nation's  biggest  bank  rose  74%,  to  $9.6  billion.  A  year  ago, 
Citi's  stock  was  languishing  while  the  bank  grappled  with 
bad  real  estate  loans.  Analysts  expect  further  improve- 
ments this  year  as  the  industry  cleans  up  its  real  estate 
mess  and  the  economy  picks  up. 

High  octane  in  Motown 

Surprisingly,  insurance  companies  also  fared  well  this  year. 
Although  claims  related  to  Hurricane  Andrew  hurt  the 
bottom  line  at  many  insurers,  the  returns  on  their  invest- 
ment portfolios  pleased  Wall  Street.  Chubb  Corp.,  for  exam- 
ple, posted  a  12%  profit  gain  in  1992,  to  $617  million,  and  its 
market  value  raced  ahead  41%,  to  almost  $8  billion. 

The  auto  industry,  too,  regained  favor  with  the  mar- 


THE  TOP  15 
IN  PROFITS 


COMPANY 

1992P«0F1IS 
IBIIUONSOF 
DOILARSI 

PERCENT 
CHANGE  FROM 
AVE4R4GO 

1  PlllliP  MORRIS 

$4,9 

26% 

2  EXXON 

4  8 

-14 

3  GENERAL  ELECTRIC 

4.7 

7 

4  ATST 

3.8 

629 

5  MERCK 

2.4 

15 

6  CHEVRON 

2.2 

71 

7  WAL-MART 

2.0 

24 

8  COCA-COLA 

1.9 

16 

9  PROCTER  &  GAMBLE 

1.8 

3 

10  GTE 

1.8 

17 

11  BELLSOUTH 

1.7 

10 

12  FANNIE  MAE 

1.6 

13 

13  BOEING 

1.6 

4 

14  AMERICAN  INT'L  CROUP 

1.6 

5 

15  JOHNSON  S  JOHNSON 

1.6 

1 1 

THE  TOP  15 
IN  ASSETS 


COMPANY 

1992  ASSETS 
I8IUI0NS0F 
OOllARSI 

PERCENT 
CHANGE  FROM 
A  YEAR  AGO 

1 

CITICORP 

$213.7 

■1% 

2 

GENERAL  ELECTRIC 

192  9 

16 

3 

GENERAL  MOTORS 

185.1 

7 

4 

FANNIE  MAE 

1810 

23 

5 

BANKAMERICA 

180.6 

56 

6 

FORD 

180.5 

4 

7 

AMERICAN  EXPRESS 

172.8 

13 

8 

SALOMON 

147  2 

52 

9 

CHEMICAL  BANKING 

138  8 

•3 

10 

NATIONSBANK 

1 18.1 

7 

11 

MERRILL  LYNCH 

1 1 1.9 

34 

12 

SEARS 

1  1  1.7 

8 

13 

J. P.  MORGAN 

102  9 

•  1 

14 

CHASE  MANHATTAN 

95  9 

■2 

15 

IBM 

91.0 

4 

THE  1993  BUSINESS  WEEK  1000  13 


TRIP  TO  THE  IN-LAWS. 


THREE  CITIES. 


FIVE  HIGHWAYS. 


TWO  COUNTIES. 


FOUR  TOLLS. 


ONE  STATE  LINE. 


ZERO  COMPLAINTS. 


''&IW.i  Lrxits,  A  Dii'ision  (tflnyola  Mi  thir  Sales.  U.S.A..  Int..  I.exm  rcmimLi  yvu  to  wear  seat  belts  and  ahn  all  spfrd  laws.  For  moiv  infonnatioiu  rail  H0()-:i44-CS:i0<}  (HtH)-Mt-47.'iO).  Shown  nith  ojttiimal  equ 


The  New  GS300  Performance  Sedan.  220-HP  IN-LINE  SIX;  DUAL  AIRBAG  SRS;' MULTI-ADJUSTABLE  POWER  FRONT 


THE  NEXT  LEXUS:  Introducing  The  GS300. 
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ket.  Chrysler  Corp.'s  value  roared  ahead  by  188%,  to  more 
than  $13  billion,  pushing  the  auto  maker  into  the  passing 
lane:  It  moved  up  to  No.  54  in  the  rankings  from  No.  173. 
The  company  turned  in  its  best  profit  performance  in  four 
years,  thanks  to  cost-cutting  and  the  success  of  its  new  LH 
sedans.  To  get  a  better  focus  on  the  new  Chrysler,  take  a 
look  at  the  photo  essay  that  starts  on  page  44. 

Ford  Motor  Co.  also  moved  higher  in  the  rankings.  Even 
General  Motors  Corp.  reversed  its  two-year  slide  in  value, 
climbing  21%  despite  its  1992  operating  loss  of  $2.6  billion. 
Many  analysts  believe  that  cost  reductions  and  the  stream- 
lining of  manufacturing  facilities  could  start  paying  off  in 
1993.  For  a  detailed  look  at  the  companies  that  gained  the 
most  in  market  value,  take  a  gander  at  the  list  of  this 
year's  biggest  winners  on  page  22. 

There  were  also  some  notable  losers  this  year.  Along  with 
health-care  and  pharmaceutical  companies,  computer-related 
industries  slipped  as  the  anemic  economy  pinched  sales 
and  price  wars  pared  profits.  Measured  by  ranking,  Borland 
International  Inc.  was  the  biggest  disappointment.  The  soft- 
ware maker  plunged  558  places,  to  No.  968.  Borland  saw 
66%  of  its  market  value  evaporate  as  it  lost  ground  to 
competitors  over  the  past  year.  Storage  Technology  Corp. 
also  took  a  big  fall.  The  company,  which  makes  information- 
storage  systems  for  computers,  fell  to  No.  716,  from  No.  283. 
Its  market  value  shrank  by  64%,  to  $982  million. 

Soft  sales  also  pushed  many  supermarkets  down  in  the 
rankings.  The  market  values  of  Safeway  Inc.  and  Great 
Atlantic  &  Pacific  Tea  Co.  fell  31%  and  25%,  respectively.  To- 
bacco companies,  too,  saw  some  of  their  value  go  up  in 
smoke  because  of  slower  sales  growth  at  home  and  the 
specter  of  new  sin  taxes.  Philip  Morris  Cos.'  market  value 
dropped  16%,  to  $58  billion,  even  though  it  reported  a  26% 
increase  in  earnings  last  year,  to  $4.9  billion.  Supermarket 
and  tobacco  giants  aren't  the  only  groups  that  were  badly 
bruised  in  1992.  For  details,  turn  to  page  24. 

Buried  in  the  rubble? 

Keep  in  mind  that  not  every  company  that  has  slipped  a 
few  notches  is  hurting.  Some  small  companies  may  be  ovei-- 
looked  by  big  Wall  Street  investors.  On  the  other  hand,  the 
stock  market  occasionally  pays  too  much  attention,  reacting 
violently  to  minor  fluctuations  in  earnings  or  outlook.  Wall 
Street's  herd  instinct,  after  all,  is  legendary— and  some 
companies  may  have  gotten  trampled.  If  so,  potential  bar- 
gain stocks  may  be  lurking  among  the  BUSINESS  WEEK 
1000.  To  help  narrow  your  search,  BUSINESS  WEEK  has 
prepared  a  list  of  companies  with  market  values  well  below 
their  industry  norms  but  with  solid  histories  of  growth  in 


LOOKING  AT 
THE  RECORD 

Shaped  by  market  forces,  the 
BUSINESS  WEEK  1000  is  as  dy- 
namic as  the  economy  it  reflects. 
Here's  a  quick  way  to  gauge 
which  way  the  winds  were 
blowing  over  the  past  12  months. 

WHO  CAME  ON 
THE  LIST... 

Industries  with  the  most 
newcomers  on  the  list  this  year 

INDUSTRY  NO 

NONBANK  FINANCIAL  13 
ELECTRICAL  S  ELECTRONICS  5 
OFFICE  EQUIPMENT  &  COMPUTERS  3 
CONSUMER  PRODUCTS  2 
TELECOMMUNICATIONS   2_ 

2 
2 
1 
1 

1 


CONGLOMERATES 
AUTOMOTIVE 

FUEL 

CHEMICALS 
SERVICE  INDUSTRIES 


...AND  WHO  FELL  OFF 

Industries  with  the  most  companies 
disappearing  from  the  list  this  year 


INDUSTRY 

NO 

HEALTH  CARE 

-12 

DISCOUNT  &  FASHION  RETAILING 

■6 

FOOD 

■3 

MANUFACTURING 

-2 

AEROSPACE 

■2 

BANKS 

-2 

METALS  &  MINING 

-2 

PAPER  S  FOREST  PRODUCTS 

-1 

UTILITIES 

-1 

TRANSPORTATION 

1 
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WINNERS... 

The  market  value  of  these  industry 
groups  grew  the  most  from  last  year 

lunilcTnv  MARKETVAtUEOlFfEHENCf 
INDU>IKT  |IN$MIIU0NS1 


INSURANCE 

$42,702 

ELECTRIC  UTILITIES 

42,027 

TELEPHONE  COMPANIES 

41,074 

TELECOMMUNICATIONS  SERVICES 

35,883 

OIL  &  CAS 

34,430 

BANKS— EAST 

33,283 

DISCOUNT  &  FASHION  RETAIIINC 

32,768 

COMPUTER  SOFTWARE  &  SERVICES 

23,634 

CARS  &  TRUCKS 

20,308 

BANKS— MIDWEST 

19,861 

CONGLOMERATES 

17,41 1 

FINANCIAL  SERVICES 

16,870 

SEMICONDUCTORS 

16,361 

BANKS— SOUTH  S  SOUTHEAST 

16,272 

GAS  S  PIPELINE  UTILITIES 

13,509 

ELECTRONICS 

13,41 1 

BEVERAGES 

13,016 

FOOD  PROCESSING 

10,506 

RAILROADS 

9,331 

BANKS— WEST  &  SOUTHWEST 

8,348 

GENERAL  MANUFACTURING 

8,262 

ENTERTAINMENT 

8,019 

...AND  LOSERS 

The  market  value  for  these 
industry  groups  dropped  the  most 


INDUSTRY 

MARKEIVAIUEDIFFERENCE 
IINSMIIUONSI 

DRUGS  &  RESEARCH 

$62,361 

COMPUTERS  &  PERIPHERALS 

■19,963 

MEDICAL  PRODUCTS 

-16,072 

TOBACCO 

■14,842 

POLLUTION  CONTROL 

■5,495 

AEROSPACE 

■3,202 

HEALTH-CARE  SERVICES 

-2,241 

PAPER 

■  1,600 

ALUMINUM 

■1,132 

DATA  STANDARD  4  POOR  S  COMPUSTAT  SERVICES  INC 

in-ofits  and  revenues.  The  list  on  page  28  contains  a  number 
of  liealth-care  companies  that  analysts  believe  were  unfair- 
ly punished  last  year. 

If  emerging  trends  are  what  you're  after,  take  a  look  at 
the  list  of  Little  Giants  on  page  32.  These  are  companies 
with  sales  of  less  than  $100  million  but  whose  market  value 
is  lofty  enough  to  vault  them  onto  the  BUSINESS  WEEK  1000 
list.  As  in  past  years,  the  list  is  heavy  in  drug  and  telecom- 
munications companies.  A  number  of  real  estate  firms  also 
jiop  up:  These  could  be  big  winners  if  the  property  markets 
regain  vigor. 

Disappearances 

But  beware.  These  companies  tend  to  be  small  and  volatile. 
And  their  stock  prices  can  fall  just  as  quickly  as  they  rose. 
Just  look  at  what  happened  to  Synergen  Inc.  and  Centocor 
Inc.,  which  topped  last  year's  Little  Giants  list.  Both  were 
among  the  roughly  100  companies  that  fell  all  the  way  off 
this  year's  BUSINESS  WEEK  1000  list.  Synergen's  shares 
plummeted  68%,  to  13/6,  on  Feb.  22,  when  it  released  disap- 
pointing results  from  trials  of  its  new  antibiotic,  Antril. 
( "entocor  suffered  a  similar  fate  when  it  disclosed  poor  test 
results  for  its  infection-fighting  drug  Cen toxin.  The  compa- 
ny terminated  clinical  trials  in  March. 

Several  banks  also  dropped  off  the  list  this  year— but 
most  disappeared  because  of  mergers,  as  the  industry  con- 
I  inued  to  consolidate.  The  most  prominent  was  Security 
Pacific  Corp.,  which  was  acquired  by  BankAmerica  Corp.  in 
a  $4.2  billion  stock  swap.  The  BofA-SecPac  mannage  was  by 
far  the  biggest  deal  in  an  otherwise  chronically  dull  year  for 
mergers.  For  details  of  the  deal  drought,  turn  to  page  36. 

As  for  newcomers  to  the  BUSINESS  WEEK  1000,  the  Class 
of  1993  includes  several  software  makers.  Compuware  Corp., 
which  writes  integrated-system  software,  made  its  public  de- 
but in  December.  It  now  ranks  No.  691,  with  just  over 
$1  billion  in  market  value.  Dean  Witter,  Discover  &  Co., 
which  was  spun  off  to  shareholders  by  Sears,  Roebuck  & 
Co.  earlier  this  year,  is  another  freshman.  This  year's  roster 
also  marks  the  return  of  Federated  Department  Stores 
Inc.  The  company  dropped  off  the  list  in  1988  when  it  was 
acfiuired  by  Canadian  real  estate  developer  Robert  Cam- 
peau.  Federated,  which  emerged  from  Chapter  11  in  Febru- 
ary, 1992,  is  making  a  strong  comeback. 

In  the  year  ahead,  scores  of  companies  will  land  on  and 
fall  off  the  BUSINESS  WEEK  1000.  And  another  set  of  corpo- 
rate giants  will  rise  and  fall.  One  thing  is  certain:  The 
marketplace  is  a  leading  arbiter  of  success,  and  in  its  rulings 
can  often  be  found  the  shape  of  things  to  come. 

By  John  Meehan  in  New  York 
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When  you're  building  the  world's  most  respected 
personal  computers,  you  don't  have  time  to  waste. 
That's  why  Apple  has  relied  on  Tandem  online 
systems  since  1986  to  speed  its  Macintosh" 
product  line  from  the  shop  floor  to  the  sales  floor. 


In  fact,  Tandem  online  systems  support  Ap 
manufacturing  excellence  from  Singapo 
Ireland  to  the  USA.  And,  by  integrating  Tanc 
online  materials  planning,  shop-floor  contro 
EDI  solutions,  Apple  is  ensuring  unmati 


Tandem  and  the  Tandem  logo  are  Irademarks  ol  Tandem  Compulers  Incorporaled  Apple  and  Macinlosh  ate  registered  trademarks  and  PowerBook  is  a  trademark  ol  Apple  Compuler,  Inc  ©1993  Tandem  Computers  Incorporated  All  lig 


uct  quality  and  maximizing  production 
jgliput  to  meet  the  growing  demand  for 
owerBook™  computers.  To  learn  how  we're 
g  it  for  Apple,  call  800-959-2492,  Ext.  610. 
;1iscover  what  Tandem  can  do  for  your  company. 


^(TANDEM 

Shouldn't  you  be  computing  like  this? 


BEHUniTHE 

Take  a  look  as  the  market-value 
WINNERS  strut  their  stuff  and  the 
LOSERS  lick  their  wounds.  Hear 
the  UNDERVALUED  clamor  for 
the  attention  hogged  by  high- 
priced  LITTLE  GIANTS.  Scratch 
your  head  at  some  ODDBALLS  and 
wonder  where  the  deals  went. 
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Growing  by  Leaps  and  Bounds 


in 

I    heres  nothing  like  a  good  story  to  pique  Wall  Streets  interest.  Sure,  the  latest  profits 
I    and  sales  are  important.  But  when  the  market  places  its  bets  on  individual  stocks,  fore- 
sight counts  far  more  than  hindsight.  That's  evident  in  this  year's  list  of  top  market-value 
winners  as  measured  by  dollar  gains.  The  15  biggest  winners  saw  their  composite  values 

sprint  ahead  by  33%.  That's  more  than  double  the  13%  |  consumers  will  continue  to  pack  both  discount  chains. 


gain  for  the  entire  BUSINESS  WEEK  1000.  And  it's 
clear  that  investors  weren't  just  studying 
past  results  when  making  their  picks. 

Take  American  Telephone  &  Tele- 
graph Co.,  which  beat  out  all  contenders 
and  chalked  up  an  extra  $26.3  billion— or 
53%— in  market  value.  Why  the  excite- 
ment? In  addition  to  AT&T's  powerful 
earnings  in  1992,  the  market  focused 
on  its  pending  purchase  of  a  large  stake 
in  McCaw  Cellular  Communications  Inc. 
When  the  deal  goes  through,  AT&T  will 
immediately  be  a  major  player  in  cellu- 
lar phones. 

Other  telecommunications  compa- 
nies also  saw  their  values  surge.  In- 


vestors were  betting  that  local  phone  ^ 


companies  could  soon  start  deliver- 
ing a  wide  spectrum  of  services,  such 
as  television  signals  and  home-shop- 
ping services,  via  fiber-optic  lines. 
Beneficiaries  of  these  heightened  ex- 
pectations included  Bell  Atlantic,  Bell- 
South, and  GTE. 

Leading  chipmaker  Intel  Corp.  also 
loomed  large  in  investors'  minds  this 
year.  Despite  price  cuts  to  fight  off 
renewed  competition  from  chip-clon- 
ers,  Intel's  revenues  jumped  22%,  to 
$5.8  billion.  Betting  on  more  of  the 
same  in  the  year  ahead,  Wall  Street 


pushed  up  Intel's  market  value  by  a  ^ 


stunning  90%,  to  $24  billion. 

High-tech  tales  weren't  the  only 
success  stories  being  told,  lu-tailing 
powerhouses  such  as  Wal-Mart  Stores  Inc.  and  Home  Depot 
Inc.  also  racked  up  massive  market-value  gains.  Earnings 
and  sales  growth  remained  impressive  last  year,  and  the 
prevailing  wisdom  on  Wall  Street  is  that  price-conscious 


THE  TOP  MARKET  | 
VALUE  WINNERS  , 

COMPANY 

MARKET              DlffSRENC!  1 
VAlUt              fROMIASTYEAR  J 
IMILUONSOFDOllARSI  1 

ATST 

$75,700 

$26,274  . 

WAL-MART 

75,275 

14,321  1 

INTEL 

24,094 

11,395  > 

EXXON 

78,544 

9,458  1 

CHRYSLER 

13,567 

8,859  I 

BANKAMERICA 

17,866 

8,399  1 

HOME  DEPOT 

21,043 

8,086  . 

PEPSICO 

33,050 

7,996  1 

AMERICAN  INT'l  CROUP 

25,819 

7,510  > 

BELL  ATLANTIC 

23,685 

6,954  1 

GTE 

33,588 

6,810  . 

FORD 

24,088 

6,750  1 

GENERAL  ELECTRIC 

73,353 

6,384 

MOTOROLA 

16,159 

6,211  1 

BELLSOUTH 

27,529 

5,567  1 

DATA  STANDARDiPOOR'SCOMPUSTATSERVICESINC, BUSINESSWEEK  ( 

k 

American  International  Group  Inc.  was  the 
only  company  purely  in  financial-services  to 
make  the  winners'  list.  The  market  value  of 
the  huge  insurer  shot  up  by  41%,  to  $25.8  bil- 
ion,  on  expectations  that  AIG's  profits  and 
revenues  will  continue  to  grow  as  the  compa- 
ny expands  abroad. 

Motown  also  burned  up 
the  market-value  track,  with 
Chrysler  Corp.  and  Ford  Mo- 
tor Co.  among  the  top  15  gain- 
ir    ers.  General  Motors  Corp.  isn't 
far  behind  at  No.  19.  Chrysler's  value 
shot  up  188%— by  far  the  steepest  per- 
centage gi'owth  among  the  top  dollar 
gainers.  Detroit's  onetime  sickly  child 
made  a  strong  comeback,  thanks  to 
well-received  new  models  and  cost- 
cutting. 

Banks  in  general  did  well  in  this 
year's  market-value  rankings,  but 
BankAmerica  Corp.  led  the  pack.  Its 
April  merger  with  Security  Pacific 
Corp.  was  applauded  with  an  89% 
surge  in  value,  to  $17.9  billion.  BofA 
is  now  the  West  Coast's  leading  fi- 
nancial institution— and  the  nation's 
second-largest  bank. 

But  note  that  not  every  company 
on  this  year's  list  of  market-value 
winners  was  necessarily  a  red-hot 
stock.  Sheer  size  pushed  General 
Electric  Co.  onto  the  list.  The  con- 
glomerate's market  value  rose  10%, 
three  percentage  points  below  the 
BUSINESS  WEEK  1000  average.  But  for  a  behemoth  such  as 
GE,  that  modest  advance  translates  into  a  big  pile  of  cash— 
$6.4  billion,  enough  to  win  it  a  place  in  the  winners'  circle. 

By  Elizabeth  Lesiy  in  Neiv  York 
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Domestic  or  imported? 


Most  likely,  the  answer  is  a  little  ot  both. 

Brands  identified  with  the  U.S.  or 
specific  countries  of  origin  may,  in  hict,  be 
brewed,  bottled  and  distributed  in  local 
markets,  worldwide. 

All  ot  which  may  require  trade  finance, 
securities  underwriting,  asset  management  or 
credit  in  any  number  ofgeographic  markets. 
A  fact  that  brings  many  leading  global 
companies  to  Union  Bank  of  Switzerland  for 


services  in  North  America,  and  hir  beyond. 

As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  our  resources  are  impres- 
sive. So  are  the  ways  we  apply  our  Triple-A 
rated  strength  through  on- and  off-balance 
sheet  finance. 

If  you  conduct  business  in  North  America, 
Europe  or  around  the  world,  turn  to  Union 
Bank  of  Switzerland.  The  bank  with  interests 
as  global  as  yours. 


As  global  as  business  itself. 


iiTDoi  Union  Bank 
IUBS>J  of  Switzerland 


In  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


PHIND  THE  NUMBERS 


BILLIONS  DOWN  THE  DRAIN 

Where  did  it  all  go?  Together,  the  15  biggest  market-value  losers  shed  a  staggering 
$108.7  billion — more  than  the  entire  gross  national  product  of  Denmark.  And 
though  the  sluggish  economy  didn't  help,  practically  all  the  losers  had  their  own  tales  of  woe 
to  tell,  ranging  from  poor  management  to  bad  weather. 


In  this  sorry  sweepstakes,  IBM  was  the  clear  winner, 
losing  $17.8  billion,  or  36%,  of  its  market  value.  Analysts  say 
mdderless  management  left  Big  Blue  ill-prepared  for  the  sea 
change  away  from  mainframes.  IBM's  primary  business. 
On  the  personal-computer  front,  IBM  is  mired  in  a  pro- 
tracted price  war  with  more  nimble  rivals,  such  as  Compaq 
Computer  Corp.  and  Dell  Computer  Corp.  Wall  Street  be- 
lieves that  the  successor  to  departing  CEO  John  F.  Akers 
could  eventually  turn  the  computer 
giant  around.  But  no  one  foresees  a 
quick  fix. 

Further  down  the  list,  pharmaceu- 
tical and  health-care  companies  dom- 
inate. The  new  Administration's 
pledge  to  cut  health-care  costs  was 
behind  the  market-value  tumbles  at 
10  health-care  and  drug  giants,  in- 
cluding Merck,  Bristol-Myers  Squibb. 
Abbott  Laboratories,  and  Eli  Lilly. 
And  it  doesn't  look  as  if  their  for- 
tunes will  brighten  anytime  soon. 
Drug  companies,  easy  targets  for  con- 
sumers and  legislators  angered  by 
escalating  health-care  bills,  are 
sure  to  l)ear  a  hefty  share  of  any 
cost-cutting  reform  coming  out  of 
Washington. 

Philip  .Morris  Cos.  also  faces  an 
uncertain  year  ahead.  The  company 


(      THE  TOP  MARKET 
^          VALUE  LOSERS 

^  COMPANY 

MARKF  DIFFKENCE 
VALUE              FROM  LAST  yEAR 
(MILLIONS  OF  OOLLAJSI 

^  IBM 

S3 1,525 

$17,797 

^  MERCK 

42,926 

■15,050 

^    BRISTOL-MYERS  SQUIBB 

29,396 

-12,036 

^    PHILIP  MORRIS 

58,038 

■10,732 

^    BERKSHIRE  HATHAWAY 

3,220 

-6,750 

^  SYNTEX 

4,262 

-6,365 

^    ELI  LILLY 

15,073 

-6,032 

^    JOHNSON  S  JOHNSON 

26,462 

-5,558 

^  PFIZER 

19,143 

-4,798 

2    AMERICAN  HOME  PRODUCTS 

19,231 

-4,596 

^    ABBOTT  LABORATORIES 

21,319 

-4,090 

C  BOEING 

1 1,748 

•4,080 

^    MARION  MERRELL  DOW 

6,206 

-3,637 

^    FOOD  LION 

3,507 

-3,625 

^  AMGEN 

4,533 

-3,510 

;.i-A  ;-AN3ARD  4  "OOR'SCOMPUSTATSERV'CES  INC  ,  BLS 

has  seen  its  market  value  slump  16%,  to  S.58  billion.  Ana- 
lysts suspect  that  its  stock  price  wiW  continue  to  be  dragged 
down  by  its  cigarette  Inisiness.  The  number  of  smokers  is 
dmndling  in  the  U.  S.,  and  Philip  Mor- 
ris also  faces  pressure  as  they 
increasingly    light    up  budget 
smokes— at  the  expei^se  of  its 
premium  brands,  such  as  Marlboro  and 
Virginia  Slims. 

Boeing  Co.,  too,  pops  up 
among  the  biggest  mar- 


ket-value losers,  although  the  aircraft  manufacturer  posted 
record  earnings  of  S1.6' billion  last  year,  up  4%.  Boeing's 
fortunes  rest  on  the  shaky  U.  S.  airline  industry,  which 
lost  S.5  billion  last  year  and  is  canceling  billions  of  dollars  of 
orders  for  Boeing's  planes.  Investors  fear  that  the  order 
drought  will  put  the  company  on  a  starvation  diet  for  the 
next  few  years. 

Battered  on  several  fronts.  Food  Lion's  market  value 
was  sliced  in  half  last  year,  though 
sales  jumped  12%,  to  $7.2  billion. 
What  happened  to  the  onetime  dar- 
ling of  Wall  Street'?  The  Labor  Dept. 
is  in\-estigating  the  supennarket  chain 
for  unfair  emplojTnent  pi"actices,  hun- 
dreds of  employees  have  sued  over 
working  conditions,  and  an  ABC-TV 
expose  alleged  that  Food  Lion's  meat 
departments  were  unsanitary.  Food 
Lion  denies  the  charges. 

Berkshire  Hathaway  Inc.'s  poor 
1992  results  are  also  seen  as  an  iso- 
lated blip.  Chief  Executive  Warren 
E.  Buffet  t  was  away  for  half  the  year, 
shoring  up  Salomon  Inc.  in  the  wake 
of  its  Treasury  scandal.  But  even  the 
presence  of  the  highly  regarded  Buf- 
fett  couldn't  have  prevented  what 
really  battered  Berkshire:  Hurricane 
Andrew  cost  the  company's  super- 
catastrophe  insurance  unit  S125  million  last 
year— $2  million  more  than  the  unit  collected  in 
premiums. 

That's  hardly  a  fatal  blow.  And  investors  are 
betting  that  Berkshire  will  relx)und 
fast.  Unfortunately,  the  same 
can't  be  said  for  manv 


of  the  biggest  mar- 
ket-value losers  of  1992. 
By  Elizabeth  Lesly  in 
New  York 
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We  mate  it  easie 


Xow  have  combining  some  or  all  of  the  above, 
an  important        Whatever  kind  of  work  you  tackle 

wir^Ss  j^t)  to  do.  May-  with  a  personal  computer,  Microsoft" 

be  you  write  Excel  and  Word  for  Windows  can  maki 

letters,  memos  or  proposals.  Maybe  it  easier  to  accomplish, 
you  analyze  complicated  data  or  track        After  all,  they  were  designed  to 

budgets.  Maybe  you  compile  reports  work  together  perfectly  They  look  an( 
\ 

FiiT  more  mfnrnmlimi  instill-  llir  5(1  Vntli-d  Slain,  mil  <80(»  426  9400.  /)r/i/  HZ:i  Duhidr  Ihc  US  ami  Camilla,  call  1206)  936-HH61  Cli^lmm-r^  m  Canada,  call  1800)  5M-9048. 


worker  who  does,  nor^  ^ 


-Fortune  magazine 
August  24, 1992 


)getal5'^"raise. 

el  very  much  alike,  sharing  text,  graph-  for  Windows,  call  (800)  426-9400.  Ask 

s  and  data.  Once  you  become  familiar  for  Department  HZ3. 

ith  one  program,  you'll  intuitively  un-  We  can  show  you  how  to  raise  your 

srstand  the  basics  of  the  other  prospects,  if  not  your  actual  paycheck. 

For  details,  along  with  some  case  ^  jig'  gm 

ndies  of  people  who  have  actually  IwmlCmOSOVE 

arted  using  Microsoft  Excel  and  Word  Making  it  easier 


■■.iTt<ai.  Fntifid  m  the  USA.  Microsofi  is  a  registi  nd  (mdemurk  and  Wmdows.    a  trademark  of  Mu  ro.wft  Corporation  For/tow  is  a  registered  tradt'mark  of  Time.  Inc 
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DIAMONDS  IN  THE  ROUGH? 


Sure,  you  could  buy  stock  in,  say,  Wal-Mart.  Judging  from  its  past  history,  you  would 
be  tairly  safe,  and  you  would  get  a  good  return.  But  maybe  not  a  spectacular  one.  Oh, 
Wal-Mart  itself  will  no  doubt  thrive.  Problem  is,  everybody  knows  that,  so  its  hard  to  see 
how  the  company  can  rack  up  the  heady  returns  of  years  past.  That's  why  BUSINESS  WFEK 


has  comlied  through  its  Hst  of  l.OOO  comjiaiiies  to  identify 
15  less-pricey,  lesser-known  stocks  that  might— just 
might— help  you  discover  the  surprises  of  tomon'ow. 

Picking  under\'alued  stocks  is  ^w^'^-^-^'^-^'^'^-m-'^m 
never  easy.  To  spot  potential  ^ 


bargains.  BUSINESS  W'EEK  select- 


ed companies  with  the  lowest  ra-  ^ 


tio  of  market  value  to  hook  val- 
ue, or  assets  minus  liabilities. 
Then,  each  was  assigned  a  value 
according  to  an  index  that  re- 
flects the  difference  between  the 
company's  ratio  and  its  indus- 


THE  UNDERVALUED  15 

Companies  with  the  lowest  ratio  of  market  value 
to  book  value  compared  with  other  companies 
in  their  industries,  ranked  by  value  index 


&  Associates  Inc.  says  the  company  has  good  products  and 
excellent  international  exposure.  Earnings  per  share  could 
rise  by  11%,  to  $3.35  in  fiscal  1993,  he  figures.  Why  then  is 
"^■^"^"^"^"^"^"^"^"^"^"^"^  Block's  stock  so  low?  There 
^  aren't  enough  shares  outstand- 


ing. The  owners  hold  all  the  vot- 
ing stock  and  half  the  publicly 
traded  nonvoting  shares.  As  a 


try's  norm.  To  help  weed  out  ^ 
dogs,  companies  had  to  have  ^ 


three  straight  years  of  ujiward 
earnings  momentum. 

Smith's  Food  &  Drug  Centers 
Inc.  is  high  on  the  list.  As  at 
other  supermarket  chains, 
its  sales  have  been 
)inched  hy  the  re- 
cession and  ris- 
i  n  g  c  o  m  p  e  - 


COMPANY 

MARKET 
V*tUE 
1W3 

MARKET  VALUE 
AS  Of 
BOOK 

VAIUE 
INDEX 

1 

AMERICAN  STORES 

$2,824 

167 

6.99 

2 

SMITH'S  FOOD  8  DRUG 

1,060 

210 

6.42 

3 

BLOCK  DRUG 

947 

195 

6.33 

4 

VONS 

1,110 

225 

6  18 

5 

AMERICAN  BRANDS 

6,842 

153 

6.05 

6 

IMCERA  GROUP 

2,178 

180 

6.02 

7 

BECTON  DICKINSON 

2,722 

182 

5.93 

8 

TEXTRON 

3,787 

122 

5.80 

9 

BRUNO'S 

946 

240 

5.75 

to 

PARAMOUNT  COMMUNICATIONS 

5,829 

144 

5.73 

11 

WALLACE  COMPUTER  SERVICES 

616 

170 

5.66 

12 

BROWN-FORMAN 

2,191 

282 

5.54 

13 

PITTWAY 

575 

133 

5.53 

14 

AMERICAN  NATIONAL  INSURANCE 

1,595 

90 

5  47 

15 

UNIVERSAL  FOODS 

879 

287 

5.43 

^  result,  many  investors— and  par- 

^  ticularly  major  institutions,  which 

^  prefer  to  buy  big  blocks  ol 

4  stock— steer  clear  of  this  Block. 

I 


If  you're  a  contrarian,  you 
might  want  to  look  at  Imcera 
1^  Group  Inc.,  based  in  Northbrook, 


111.  Like  other  health-care  compa- 


DAU  COMPIltO  BY  STANDARD  S  POOR  S  COMPUSTJT  StRVlCiS  l«C  FROM  SUCH  SOURCES  AS  STATlSIItAl  SERVitES  HEWSPAPERS 
REGISIRATIO*  STATEMENTS  A«D  COMPANY  REPORTS  THAT  SPCS  BEUEViS  TO  8E  REUABIE  BUI  THAI  ARE  NOT  OUARANIiSD  BY  EITHER 
SPCS  OR  BUSINESS  WEEK  AS  TO  CORRECTNESS  OR  COMPlETENiSS  THIS  »«IERIA1  IS  NOT  AN  OFFER  TO  BUY  OR  Sf  II  ANY  SECURITY 


/ 


tition  trom 
warehouse 
clubs.  But 
some  analysts  are  encouraged  by  its 
expansion  plans  and  an  aggressive 
marketing  effort.  Analyst  Jack  Russo 
of  A.  (t.  Edwards  &  Sons  Inc.  expects 
Smith's  net  income  to  rise  15%  this 
year,  to  SBl  million. 

.Another  intriguing  (piarry  may 
)e  Block  Drug  Co.  The  Jer- 
sey City  (N.J.I  company 
makes  prosaic  consumer 
products,  such  as  Poli-Crip 
and  2000  Flushes.  Analyst 
Michael  Shonstrom  of  C.  L.  King 


N  nies,  Imcera  is  out  of  favor.  But 

^  some  analysts  believe  the  compa- 

^  ny,  which  makes  radiology  equip- 

^  ment  and  specialized  drugs,  is 

^  being  punished  unfairly.  Analyst 

^  George  Krug  of  Oppenheimer  & 

^  Co.  says  the  company's  Pitman- 

^  Moore  Inc.  unit,  which  makes 

^  veterinary  medicines,  could  have 


^  a  leap  in  earnings  next  year  after 
a  restructuring.  He  also  likes  Im- 


cera's  specialty-chemical  unit,  which  makes  acetaminophen, 
the  active  ingredient  in  nonaspirin  pain  relievers  such  as 
T^-lenol.  Earnings  won't  rise  much  this  year  but  they  could 
surge  by  as  much  as  28%  in  1994,  Krug  estimates. 

American  Brands  Inc.  could  also  fool  the  market,  which 
has  low  expectations  for  the  tobacco  giant.  But  its  sales  in 
Britain,  its  liiggest  cigarette  market,  are  expected  to  I'e- 
liound  this  year,  says  Scott  M.  Black,  president  of  Delphi 
Management  Fund,  which  specializes  in  value  investing. 

A  word  of  caution  to  would-be  investors:  Bargain-hunting 
is  treacherous.  But  who  knows?  A  hidden  treasure  may 
well  be  lurking  among  this  year's  list  of  the  undervalued. 

Bi/  Siniita  Wadckar-Bhargara  in  New  York 
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Continental's 
BusinessFirst.  Enjoy 
First  Class  comfort  for  a  Business  Class  fare.  Electronic  sleeper 
seats  \\  ith  up  to  38%  more  legroom  than  other  major  airlines" 
Business  Class.  In-seat  personal  entertainment  systems.  Fine 
diniiig  and  the  option  to  eat  when  you  want.  All  this  w  hile  you're 
earning  free  tra\el  faster  with  OnePass^"^  and  the  American 
Express  Membership  Miles  program.  '\ou  can't  ask  for  more. 

As  a  Continental  OnePass  member,  you'll  ah\  ays  recei\'e 
a  25%  Business  Class  bonus,  in  addition  to  your  regular 
miles,  for  fK  ing  BusinessFirst.  And  until  .May  31  yon'H 
recei\'e  even  more  mileage.  An  extra  6,000  miles  on  round- 
trip  flights  to  three  of  our  newest  BusinessFirst 


3112  ipT^lssoob 


Don't  leave  hiinic  w  uliinii  u 


E 


destinations.  Frankfurt,  Madrid  and  Munich. 

And  if  you  are  enrolled  in  the  Membership  Miles  program 
from  American  Express,  you'll  earn  a  mile  for  every  dollar 
you  charge  with  the  Card.  You  can  then  transfer  these  miles 
into  Continental's  OnePass  Program  and  earn  OnePass  awards 
that  much  faster. 

So  next  time  you  fK'  to  Europe,  fl\'  Continental's 
BusinessFii-st  and  "Put  it  on  the  Card."  You'll  be  amazed  at 
how  quickly  the  miles-and  the  rewards-add  up. 

"Just  call  your  travel  professional  or  Continental  today  at 
1-800-231-0856  for  more  details. 

Continental  and  American  Express.  With  a  rewarding 
combination  like  this,  wtio  could  ask  for  more? 


Continental 

One  Airline  Can  Make  A  Difference. " 


BusinessFirst  is  available  to  Franlifurt,  lx)ndon,  Madrid,  Munich  and  Paris;  and  by  niid-1993  to  Tokyo  and  the  South  Pacific. 


^:2X 

Twice  daily,  NEC  helps  provide  crucial 
medical  information  to  some  of  the  world's 
most  remote  locations. 

There's  a  kind  of  poverty  that  many  people  aren't  even  aware 
of,  yet  it  has  a  devastating  impact.  It  is  medical  information 
poverty.  The  harm  it  causes  can  range  from  fostering  the 
spread  of  epidemics  to  actually  keeping  health  care  workers 
in  Africa  from  receiving  up-to-date  methods  of  treating  even 
the  most  common  diseases. 

NEC  is  the  founding  corporate  sponsor  of  the  SatelLife 
program  which  links  healthcare  providers  and    ^  ^ 
researchers  with  their  colleagues  around  the  ^    V  .M 
world.  NEC  computers  are  a  vital  link  in  the 
base  stations  that  collect  crucial  medical  informa 
tion  twice  a  day  via  satellite.  These  computers  act  as  a  hub 
for  the  distribution  of  critical  medical  information,  allowing  such  countries  as  Kenya, 
Mozambique  and  Zambia  to  obtain  a  wealth  of  vital  medical  information  within  hours 
when  it  used  to  take  weeks,  months  or  even  years. 

SatelLife  is  just  one  example  of  how  NEC's  advanced  technology  is  improving 
people's  lives.  You'll  find  our  products  in  corporations  large  and  small.  In  private  and 
public  institutions.  In  homes  across  the  country.  And  in  countries  around  the  world 
where  information  could  mean  the  difference  between  life  and  death. 

To  learn  more,  call  us  at  1-800-338-9549. 


NEC 

Caring  through  technology. 

Communications  •  Computers  •  Electron  Devices 
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THE  LITTLE  GIANTS 

It's  a  bizarre-sounding  list:  Checkers,  Gensia,  and  Pyxis.  These  relative- 
ly obscure  companies  and  the  other  13  listed  on  this  page  are  hardly 
household  names,  but  investors  are  betting  that  they're  on  the  verge  of  phe- 
nomenal growth  that  just  might  push  their  share  prices  into  the  stratosphere. 


r 


These  are  the  Little  Giants  of  the  BUSINESS  WEEK  1000: 
pubhc  companies  with  sales  below  $100  million  but 
with  market  values  hefty  enough  to  earn  them  a 
spot  on  this  year's  roster  of  America's  most  valuable 
companies. 

MGM  Grand  Inc.  is  tj^pical  of  the  companies  that  made 
it  onto  this  year's  list  of  Little  Giants.  A  small  commercial 
airline  provided  almost  all  of  the  company's  S50  million  in 
sales  last  year.  But  investors  expect  big  things  fi-om  MfiM's 
new  theme  park  in  Las  Vegas, 
which  is  scheduled  to  open  in  1994. 
The  park  will  feature  a  5,000-room 
hotel,  a  casino  the  size  of  three 
football  fields,  and  33  acres  set 
aside  for  amusement  rides  and  live 
entertainment.  By  199.5,  MGM's 
sales  could  hit  $500  million,  up 
900%  from  1992,  says  Roffman 
Miller  Associates,  a  money-man- 
agement firm  that  closely  follows 
the  gaming  industry.  At  28,  the 
stock  has  already  moved  up  47% 
since  the  start  of  the  year. 

Fleet  Call  Inc.  is  another  poten- 
tial highflier.  Fleet  provides  mo- 
bile radio  and  dispatch  service  to 
taxis  and  trucks.  But  it  has  grand 
ambitions  to  move  into  cellular- 
phone  service.  The  company,  leased 
in  Rutherford,  N.  .J.,  is  building  a 
nationwide  all-digital  network.  The 
technology  offers  protection  from 
eavesdroppers  and  allows  two-way  fci.'^'^"^"^'^ 
paging  and  data  transmission.  Tliat  could  put  it 
ahead  of  the  compt; 'tion,  w^iich  includes  GTE 
and  CellularOne.  Sales  may  reach  $400  million  by 
1995,  compared  with  $53  million  last  year,  says  ana 
lyst  Jeffrey  L.  Mines  of  PaineWebber  Inc. 

While  these  companies  sound  promising,  keep  in 
mind  that  the  Little  Giants  also  pack  a  lot  of  risk.  A 


STRATOSPHERIC 
SMALL  FRY 

Companies  with  high  market  values 
and  1992  sales  below  $100  million 


COMPANY 

MARKET  VAIUE 

(MIILIONS 
OfOOllARSI 

SALES 
IMItUONS 
OFOOOASSl 

FLEET  (ALL 

$1,365 

S53 

NEW  PLAN  REALTY  TRUST 

1,188 

67 

MGM  GRAND 

974 

50 

PYXIS 

777 

46 

HEALTH  CARE  PROPERTY  INVESTORS 

770 

84 

WEINGARTEN  REALTY  INVESTORS 

757 

90 

ASSOCIATED  COMMUNICATIONS 

701 

56 

GENETICS  INSTITUTE 

672 

88 

BP  PRUDHOE  BAY  ROYALTY  TRUST 

669 

68 

WASHINGTON  REIT 

628 

37 

LONE  STAR  STEAKHOUSE  &  SALOON 

612 

34 

IMMUNEX 

61  1 

62 

VANGUARD  CELLULAR  SYSTEMS 

588 

90 

NATIONWIDE  HEALTH  PROPERTIES 

585 

46 

GENSIA  PHARMACEUTICALS 

573 

31 

CHECKERS  DRIVE-IN  RESTAURANTS 

558 

89 

DATA  SIANOARO  4  POOR  S  COMPUSTAT  SERVICES 
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third  of  the  companies  listed  this  year  suf- 
I'ed  losses  in  1992.  For  example,  Gensia 
%   Pharmaceuticals  Inc.  had  $38  million  in 
d  ink  last  year  because  of  develop- 
ment  costs  related   to  new 
drugs.  Still,  investors  have 
faith  in  the  biotech  company. 
They're  looking  longingly  at  the 
company's  new  cardiac  drug,  Ara- 
sine,  and  its  GenESA  System,  a  di- 
agnostic method   for  detecting 
coronary-artery  disease.  Analyst 
.Jeffrey  R.  Swarz  of  First  Boston 
Corp.  believes  the  products  could 
Ijoost  Gensia's  sales  almost  sixfold, 
to  $182  million,  by  1995. 

For  some  companies  on  the  list, 
sales  may  never  quite  reach  the 
l)ig  time.  But  investors  are  still 
keen  on  them.  BP  Prudhoe  Bay 
Royalty  Trust,  which  earns  its  in- 
come from  Alaska's  Prudhoe  Bay 

011  field,  had  lower  sales  numbers 
in  fiscal  1992.  But  high  dividends 
and  huge  profit  margins  kept  in- 
vestors snapping  up  the  stock. 
They  expect  similar  returns  in  the 
future,  provided  oil  prices  rise  and 
production  remains  steady. 

Remember,  though,  that  shares 
in  Little  Giants  often  sag  rather 
than  soar.  Of  last  year's  entries, 

12  saw  their  market  values  shrink 
so  much  that  they  fell  entirely  off  the  BUSINESS 

WEEK  1000  list  this  year.  On  the  other  hand,  seven 
ompanies  from  last  year's  roster  vaulted  past 
the  $100  million-sales  threshold  in  1992.  That's 
the  kind  of  performance  that  keeps  investors 
worrying— and  hoping. 

By  Laurel  Touby  in  New  York 


TEMPLETON  FOREIGN  FUND 


Consistent 
Performance  Results 


of  ALL  INTERNATIONAL  FUNDS 
for  10  years. 


$49,372 

Total  value  of 
investment  12/31/92 


Templeton  Foreign  Fund  received  the  1992  Lipper 
Certificate  of  Achievement  as  the  best  performing 
international  fund  for  the  10  year  period  ended 
12/31/92.* 


10- Year  Average 
Annual  Total  Return^ 



10- Year  Cumulative 
Total  Return^ 

16.8% 

373.7% 

B  Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($9,876). 

[~~|  Value  of  shares  initially  acquired 
($25,088)  plus  shares  accepted  as 
capital  gains  distributions 
($14,408). 


$10,000 

Cost  of  investment 
10/5/82 


S40,000 


$20,000 


$10,000 


12/92 


12/83 


10/82 


Call  24  Hours 

1-800-325-9950 
Ext.  163 

The  1-  and  5-year  average  annual  total  returns  were  /       and  ^  J.*^ 

respectively  (as  of  12/31/92).  tRetums  include  the  maximum  5.75%  sales  charge 
and  assume  reinvestment  of  dividends  and  capital  gains  at  net  asset  value.  Invest- 
ment return  and  principal  value  will  flucUjate  so  that  your  shares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original  cost.  Past  performance  cannot  guaran- 
tee future  results.  There  are  special  risk  considerations  associated  with  foreign  inves- 
ting. *The  fund  was  ranked  #1  out  of  1 1  mutual  funds,  as  measured  by  Lipper 
Analytical  Services,  Inc.,  a  nationally  recognized  mutual  fund  rating  organization. 
Lipper  rankings  do  not  include  sales  charges. 


TEMPLETON  FUNDS  DISTRIBUTOR,  INC. 
P.O.  Box  33030.  St.  Petersburg,  FL  33733 

Yes!  I  would  like  a  free  prospectus  containing  more  com- 
plete information  on  the  Templeton  Foreign  Fund,  includ- 
ing charges  and  expenses.  1  will  read  it  carefully  before 
I  invest  or  send  money.  bwk9.i 

163 

Name  

Address  


City /State/Zip  _ 
Daytime  Phone. 


Ibmpleton 

X  WORLDWIDE 

Member  $90  Billion  Franklin/Templeton  Group 


BEHIND  THE  NUMBERS 


HMM... THAT'S  PECULIAR 


T 


here  is  a  certain  divinity  in  odd  numbers,  or  so  the  Bard  said.  What  else 
could  explain  the  fact  that  for  the  second  year  in  a  row  Sara  Lee 
Corp.  retained  its  No.  51  rank  in  the  BUSINESS  WEEK  1000  list?  Even  num- 
bers aren't  bad  either:  Penn  Central  Corp.  and  Alexander  &  Alexander 


Services  Inc.  also  stood  still  at  578  and  686,  respectively. 

Dal)bling  in  numbers  can  be  tun,  especially  if  you  delight 
in  statistical  anomalies.  While  compiling  this  year's  1000, 
BUSINESS  WEEK  took  a  few  moments  to  play  around  with 
the  reams  of  data.  We  turned  up  some  weird  coincidences— 
.such  as  companies  with  identical  market  value  and  rank. 
Federal  Signal  Corp.,  at  No.  813,  had  a  market  value  of 
$813  millon.  Tambrands  Inc.,  meanwhile,  with  assets  of 
$372  million,  was  ranked  No.  372.  How  about  a  company 
with  assets  equal  to  market  value? 
N()  problem.  -Just  check  out  Green 
Ti'ee  Financial  Corp.  Both  dollar 
measures  come  in  exactly  at  $1,034 
billion. 

Not  all  the  oddities  were  just  fun 
and  games,  though.  Investors  might 
draw  useful  inferences  from  some  of 
these  numerical  oddballs.  That's  espe- 
cially true  when  it  comes  to  compa- 
nies whose  market  values  declined 
even  though  their  bottom  lines  re- 
mained firm  last  year.  Such  contra- 
dictions are  sometimes  cause  for 
interest  among  bargain  hunters. 

Consider  Costco  Wholesale  Corp., 
the  market  leader  in  warehouse  re- 
tailing. The  comiiany's  market  value 
plunged  43%, 


(         THE  ODDBALLS 

2            Companies  with  rising  market 
2              values  and  sinking  profits 

^  COMPANY 

CHANOEIN 
MARKPVAIUE 
199293 |%| 

CHANGE  IN  1 
992  PROFITS  J 
1%I  1 

^    AMER&DA  HESS 

48 

■91  1 

^    FIRST  FINANCIAL  MCMT 

54 

•82  ' 

^    BEVERLY  ENTERPRISES 

27 

■86  1 

^  TEKTRONIX 

47 

■63  y 

^    GENERAL  SIGNAL 

18 

-86  1 

^            Companies  with  sinking  market  | 
N               values  and  rising  profits  \ 

2    COMMONWEALTH  EDISON 

■22 

442  i 

^    ENQUIRER/STAR  GROUP 

-27 

402  I 

^  HEALTHTRUST 

-27 

333  ( 

^  AMGEN 

■44 

265  j 

^  IVAX 

■20 

233  i 

k                    DATA  STANDAPDiPOOR'SCOMPUSTATSERVICESINC  ' 

though  its  profits  rose  26%.  What's 
^  going  on?  A  slow  recovery  and  rising 
competition  have  frightened  investors 
away  fi'om  giant  retailers  that  sell  every- 
thing from  api)arel  to  soap.  But  despite 
the  sluggish  industry  trenrl,  analysts  are  taking  a  shine  to 
Costco's  ambitious  exi)ansion  plans  at  home  and  in  Europe. 
Analyst  Fran  Bernstein  of  Merrill  Lynch  &  Co.  estimates 
that  the  company's  earnings  will  rise  by  25%  next  year,  to 
$1.25  a  .share. 

A  mirror-image  contradiction  marked  some  big  utilities. 
Long  Island  Lighting  Co.  and  Philadelphia  Electric  Co.  saw 


their  market  values  climb  more  than 
20%,  while  their  profits  fell.  Philadel- 
phia Electric's  earnings  dropped  10%; 
Lilco's  were  off  by  1%.  Were  investors 
displaying  a  self-destructive  streak  by 
buying  into  bad  news?  Not  really. 
They  were  chasing  big  dividends.  Util-  ^ 
ity  stocks  usually  carry  attractive 
yields,  and  those  payoffs  looked  even  more  alluring  as 
interest  rates  dipped  lower.  The  av- 
erage yield  on  utility  stocks  was 
4.76%  compared  with  the  overall  av- 
erage of  2.13%  for  BUSINESS  WEEK 
1000  companies. 

This  year's  stack  of  numbers  also 
tends  to  reinforce  an  old  cliche:  Big- 
ger isn't  necessarily  better.  When 
measured  in  percentage  terms,  the 
25  lar-gest  companies  saw  their  mar- 
ket value  rise  only  9%,  compared  with 
13%  for  the  entire  BUSINESS  WEEK 
1000.  Costly  restructuring  by  many 
corporate  giants  depressed  their  stock- 
13 rice  gi'owth.  In  contrast,  the  compa- 
nies that  showed  the  biggest  market- 
value  gains  were  far  smaller  concerns. 
One  of  the  biggest  percentage  gainers 
was  No.  708,  Arrow  Electronics  Inc. 
The  market  value  of  the  electronic-components  distributor  ex- 
ploded by  204%,  to  $999  million.  The  reason: 
improved  profits,  thanks  to  cost-cutting  and 
the  sale  of  higher-margin  products. 

The  race  for  global  comjjetitiveness  will  go 
to  the  well-focused  and  the  efficient,  wheth- 
er they're  large  or  small.  As  for  the  l:)loat- 
ed  and  the  slow,  the  news  gets  progres- 
sively worse.  Not  everyone,  it  seems,  can 
find  divinity  in  numbers. 

Bi/  Snnlta  Wadekar-Bhargatm 
in  New  York 
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BEKINDTHENUIIIESS 


DEAL,  Anyone? 


r 

r  or  takeover  fans,  1992  was  another  year  when  the  thrill  was  gone.  With  lots  of  friend- 
J[  ly  deals  and  stock  swaps,  the  mergers-and-acquisitions  market  was  downright  tame 
And  the  few  corporations  that  did  venture  into  the  deal  arena  were  interested  only  in  so- 
called  strategic  fits,  potential  partners  that  added  to  their  traditional  core  strengths. 


This  year's  numbers  tell  a  dismal  story.  Granted,  com- 
pared with  1991,  the  number  of  deals  valued  at  $1  million  or 
more  inched  up  2%  in  1992,  to  4,749,  following  a  12%  drop 
from  1990  to  1991.  But  it  was  M&A  on  a  minor  scale,  with 
the  average  value  of  deals  shrinking  21%  from  1991,  to 
$51.3  million.  That  pushed 
the  total  value  of  deals  in 


1992  down  12%  from  1991, 
for  a  not-so-grand  total  of 
$130  billion.  Megadeals  con- 
tinued their  three-year 
slide,  with  just  17  valued  at 
over  $1  billion  in  1992. 
BUSINESS  WEEK  reacted  to 
the  dearth  of  activity  by 
further  shrinking  its  list  of 
deals  to  only  the  top  15, 
down  from  100  in  1991  and 
200  in  1989. 

Why    the  dealmaking 
blahs?  Everybody,  it  seems, 
is  busy  taking  care  of  busi- 
ness. "When  you  are  cop- 
ing with  a  tough  economy, 
where  sales  aren't  growing 
all  that  fast  and  there  is 
lots  of  earnings  pressure,  you  don't  tend  to 
put  buying  and  selling  at  the  top  of  your 
list,"  says  Eduardo  G.  Mestre,  Salomon 
Brothers  Inc.'s  co-head  of  M&A. 

The  warm  reception  of  new  compa- 
nies in  the  stock  market  also  slowed 
the  pace  of  deals.  Last  year,  the  num- 
ber of  initial  public  offerings  grew  by 
58%,  to  $40  billion.  The  hot  market 
made  spin-offs  and  IPOs  far  more  re- 
warding to  sellers  than  engineering  a 
straight  sale  to  an  acquirer. 

The  banking  industry  produced  the 
most  merger  excitement  last  year,  includ 


THE  TOP  DEALS  OF  1992 

Deals  ranked  by  announced  transaction  price 


ing  1992's  biggest  deal:  the  acquisition  of  Security  Pacifi( 
Corp.  by  BankAmerica  Corp.  in  a  transaction  valued  ai 
$4.2  billion.  Other  notable  deals  included  Cleveland-based  So 
ciety  Corp.'s  takeover  of  Ameritrust  Corp.  for  $1.5  billioi 
and  Barnett  Banks  Inc.'s  acquisition  of  First  Florida  Bank: 
.■^^^^^^^^^^■^^•^.^^  Inc.  for  $962  million.  Al 

these  deals  were  done  a; 


SELLER 

BUYER 

PHICE 
IMILUONS 
Of  DOILAISI 

SECURITY  PACIFIC 

BANKAMERICA 

$4,200 

ITT  (ALCATEL) 

ALCATEL  ALSTHOM 

3,600 

EXECUTIVE  LIFE  INSURANCE 

AITUS  FINANCE 

3,250 

PUBLIC  SERVICE  OF  NEW  HAMPSHIRE 

NORTHEAST  UTILITIES 

2,300 

AMERICAN  TELEVISION  S  COMMUNS. 

TIME  WARNER 

1,700 

GENERAL  BEVERAGE 

BACARDI 

1,500 

AMERITRUST 

SOCIETY 

1,452 

AETNA  (AMERICAN  RE-INSURANCE) 

KKR  (AMERICAN  RE) 

1,430 

MONSANTO  (FISHER  CONTROLS  INTL.) 

EMERSON  ELECTRIC 

1,275 

BRISTOL-MYERS  SQUIBB  (DRACKETT) 

S.C.  JOHNSON  S.  SONS 

1,150 

CHEVRON  (CHEVRON  P6C) 

PENNZOIl 

1,118 

MANUFACTURERS  NATIONAL 

COMERICA 

1,087 

KANSAS  GAS  &  ELECTRIC 

WESTERN  RESOURCES 

1,024 

FIRST  FLORIDA  BANKS 

BARNETT  BANKS 

962 

TEMPLETON,  GALBRAITH  S  HANSBERGER 

FRANKLIN  RESOURCES 

913 

DATA  SECURITIES  DATA  CO ,  BUSINESSWEEK 


stock  swaps. 

Companies  in  the  consu 
mer-goods  industry  als( 
looked  for  strategic  buys 
S.  C.  Johnson  &  Son  Inc.': 
$1.1  billion  purchase  of  Bris 
tol-Myers  Squibb  Co.'; 
Drackett  division  last  De 
cember  was  intended  t( 
sharpen  the  company's  fo 
cus  on  household-cleaning 
products.  Drackett  make; 
a  number  of  well-knowi 
cleansers,  such  as  Windex 
As  for  Bristol-Myer; 
Squibb,  the  sale  will  allow 
the  company  to  concentrate 
more  on  its  core  health-car( 
Ijusiness. 

Will  1993  keep  the  M&A  market  from  sinking  int( 
oblivion?  Dealmakers  are  cautiously  optimistic.  As 
the  economy  and  business 
confidence  improve,  invest 
^     ment  bankers  expect  i 
pickup.  "We're  seeing  more 
inquiry,  more  interest,"  say; 
Salomon's    Mestre.  True 
1980s'  dealmania  may  nevei 
return.  But  mergei 
mavens  would  welcom( 
even  a  modest  uptick. 

By  Suzanne  WooUey  it 
New  York 
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ANALYSTS  WILL  CELEBRATE 
OUR  BIG  VICTORIES. 


At  Wellcome,  we're  committing  all  of  our 
resources  to  the  pursuit  of  better  health.  And  with 
every  life  we  touch,  we're  making  headway. 

Our  portfolio  of  new  products  includes 
potential  therapeutic  agents  for  cardiovascular  dis- 
ease, viruses,  central  nervous  system  disorders  and 
cancer.  Which  could  translate 
to  hope  for  millions  who  may 
benefit  from  these  discoveries. 

Some  products  will  be 
extensions  of  existing  com- 
pounds. One  of  them,  for 
example,  has  already  been  cred 
ited  with  a  significant  decrease 
in  premature  infant  deaths  due 
to  neonatal  respiratory  distress 
syndrome.  And  now  this 
important  agent  is  in  clinical 
trials  for  adult  respiratory  dis- 
tress syndrome,  a  devastating 
condition  that  kills  50%  of  the 
patients  affected. 


Other  new  agents  in  the  pipeline  may 
someday  combat  cancer,  reduce  the  rates  of 
death  or  complications  after  heart  attacks  and 
strokes,  control  epilepsy  and  treat  severe  rheu- 
matoid arthritis. 

In  the  meantime,  we'll  continue  marketing 
our  impressive  roster  of  53 
compounds,  including  over- 
the-counter  products  for  the 
common  cold,  allergies  and 
first  aid.  This  comprehensive 
list  also  includes  the  first  drug 
for  treatment  of  AIDS,  as 
well  as  the  world's  leading 
antiviral  drug. 

Improving  the  human 
condition  is  certainly  a  lofty 
goal  for  any  company.  But  at 
Wellcome,  we  have  more 
than  just  the  resources  and 
the  science  to  make  it  happen. 
We  have  the  passion. 


WE'LL  CELEBRATE  THE  SMALL  ONES. 


Wellcome 


Oyer  since 
ke  started  designing  AaST 

servers,  tke  closest  Alex  kas  gotten 

to  tJie  SEA  is  kis  kottle  of 

There  are  still  a  few  of  us  for  whom  the  decision  between  an  afternoon  sailing  and  one 
spent  perfecting  a  network  server  is  not  so  clear  cut.  Perhaps  we  are  a  little  obsessed  with 
protecting  your  information.  But  look  at  the  results:  the  award-winning  AST  Manhattan" 

SMP  and  Premium  SE  Servers.  Built  into  each  of  our  servers  are 
redundancies  that  make  them  the  most  secure  place  this  side  of 
Fort  Knox  for  storing  and  processing  your  data.  While  their 
upgradability  and  open  architecture  will  deliver  outstanding  per- 
formance for  today's  —  and  future  —  computing  needs.  The  AST  Manhattan  SMP  and  Premium 
SE  network  servers.  Two  more  reasons  why  AST  has  become  a  Fortune  500  company  with  sales 
of  over  $1  billion.  And  why  you  won't  be  seeing  an  AST  regatta  anytime  soon. 

/isi:  comPLTTeR 

The  Product  Of  Our  Obsession. 


©i99i  AST  Reseun  h.  Im  All  rifhls  reierued  AST,  AST  /npi  and  AST  Premium  are  regntrred  trademarki  and  Manhattan  is  a  trade 


AST    N  ETWORK 
SERVERS 


RELIABLE 

The  Manhaltan  SMI'  features  error 
lorrection-code  memory  and  optional 
dual  power  supplies.  While  the  Premium 
SE's  ASIC  designs  reduce  components. 


Available  fault-tolerant  disk 
array  technology  using  RAID 
You'll  also  find  SCSI  backplanes 
that  allow  hard-drive  "hot  swap" 
replacement  on  both  servers. 


SUPPORT 

Three-year  on-site  warranty  standard. 
Available  7-day,  24-hour  service 
with  2-4  hour  response  times. 


UPGRADABLE 

Depending  on  model,  you'll  get  either 
32-bit  or  64-bit  architecture,  up  to 

nine  available  EISA  expansion  slots, 
16  drive  bays,  and  32GB  of  storage. 


Up  to  SIX  i486  "CPU  cards  with 
Intel  Pentium"  processor  provisions. 
Up  to  256KB  cache.  The  Manhattan 
SMP  also  features  fully  symmetric 
multi-processing  for  maximum 
performance  scalability. 


OPEN 

Compatible  with  and  support  for 
SCO  UNIX,  Novell,  Banyan. 
Compatible  with  all  industry-standard 
periphends,  including  FastSCST2. 


RESPONSIVE 

7b  learn  more  about  the  LAN 
Magazine  "Product  of  the  Year" 
Manhattan  SMP  and  our  Premium 
SE  Servers,  just  call  800-876-4AST. 


SEAWORTHY 

A  32'  Finla  wood  sloop.  Built  in 

Finland  in  1956,  it  features 
teak  decks  and  a  mahogany  hull. 
All  optional,  of  course. 


n^id^  logo  is  a  registered  trademark  and  Pentium  is  a  trademark  of  Intel  Corporation.  All  other  trademarks  are  the  property  of  their  respective  owners. 


A  DIFFERENCE  OF  DECADES 


m 

I    he  year:  1928.  Corporate  America  is  happily  unaware  of  the  economic  abyss  that  awaits 
1    it.  Stock  prices  are  vaulting  ever  higher.  And  McGraw-Hill  Publishing  Co.  is  getting 
ready  to  launch  a  new  business  magazine,  appropriately  named  The  Business  Week. 
Those  were  certainly  heady  days.  And  the  boom  mood  that  prevailed  across  the  country 

Du  Pont  Co.,  on  the  other  hand,  has  changed  considerably 
in  the  intervening  years.  In  1928,  it  ranked  No.  6  in  market 
value,  compared  to  No.  11  today,  but  back  then,  Du  Pont  was 


bore  little  resemblance  to  today's  vague  sense  of  unease. 
BUSINESS  WEEK  decided  to  revisit  that  pre-Crash  era  in 
hopes  of  coming  away  with  a  broader  perspective  on  Corpo- 
rate America's  ongoing  evolution. 

As  you  journey  back  in  time,  glance  at  the  top  companies 
in  those  pre-Depression  days  to  see  ^•^•^mm.'-i^'^m.-^'^-^ 
how  the  economic  landscape  has  shift-  ^ 
ed.  In  1928,  railways  and  steel  compa-  ^ 
nies  reigned.  But  the  list  is  also  not-  ^ 
able  for  what  hasn't  changed:  five  of  ^ 


WHO  ROARED 
IN  THE  '20s 


MARKr  VAIUE 
IMIILIONSOF 
OOLLARSl 


today's  market-value  leaders  were  ^ 
also  on  the  list  in  1928.  ^ 
Of  course,  they  were  different  com-  ^ 
panies  back  then.  In  1928,  American  ^ 

5 


Telephone  &  Telegraph  Co.  had  al- 
ready concjuered  the  domestic  phone 


1  GENERAL  MOTORS 

2  ATST 

3  U.S.  STEEl 

4  STANDARD  OIL  (NEW  JERSEY) 

5  GENERAL  ELECTRIC 


market.  And  Ma  Bell  was  using  its  ^ 
technological  prowess  to  master  the  ^ 
international  long-distance  business,  ^ 
using  radio  waves.  The  service  wasn't 


6  DU  PONT 

7  F.W.  WOOIWORTH 

8  S.H.  KRESS 

9  STANDARD  OIL  CO.  OF  CALIFORNIA 

10  NEW  YORK  CENTRAL  RAILROAD 


11  PENNSYLVANIA  RAILROAD 

12  CANADIAN  PACIFIC  RAILWAY 

13  CONSOLIDATED  GAS  OF  NEW  YORK 

14  STANDARD  OIL  CO.  OF  NEW  YORK 

15  R.J.  REYNOLDS  TOBACCO 


cheap:  One  three-minute  call  from  ^ 
New  York  to  anywhere  in  Continental  ^ 
Europe  cost  $75.  Today,  AT&T  is  out  ^ 
of  the  regional  phone  business,  but  it  ^ 
remains  a  telecommunications  pow-  ^ 
erhouse.  Now  it's  also  dabbling  in  1^^''^.'%.^"%.'%."^"^"^ 
everything  from  financial  services  to  computers. 

General  Motors  Corp.'s  business  hasn't  changed  that 
much,  although  its  immediate  prospects  have.  GM  was  the 
biggest  U.  S.  company  back  then.  Cars  weren't  cheap.  A 
spanking  new  1928  Cadillac  Roadster  had  a  sticker  price  of 
$.'3,.'3.50,  roughly  the  ecjuivalent  of  two  years'  wages  for  most 
folks.  Still,  customers  were  snapping  up  1.8  million  C;M  auto- 
mobiles annually.  Last  year,  the  company  sold  nearly  double 
that  number  of  cars  and  trucks.  And  prices  were  a  bit 
steeper:  CM's  best-selling  Cadillac,  the  DeVille,  cost  $31,740. 
That's  roughly  $4,500  in  1928  dollars.  But  bloated  costs 
and  a  soft  economy  have  hurt.  GM  lost  $2.6  billion  last 
year.  In  1928,  it  earned  $296  million,  the  equivalent  of  $2.1 
billion  in  today's  dollars. 


DATA  CENTER  FOe  RESEARCH  IN  SECURITY  PRICES,  UNIVERSITY  OF  CHICAGO 


more  of  a  defense  contractor  than  a  chemical  company.  Its 
main  product:  gunpowder.  Still,  DuPont's  then-President 
Lammot  duPont  had  already  begun 
diversifying  into  many  of  the  chemi- 
cal ventures  that  would  eventually 
dominate  operations.  One  outgrowth 
of  the  diversification  was  the  devel- 
opment of  nylon. 

One  industry  group  that  loomed 
large  on  1928's  list  but  has  virtually 
disappeared  from  today's:  railroads. 
Charles  Lindbergh  may  have  made 
the  first  solo  nonstop  flight 
across  the  Atlantic  in 
1927,  but  back  home 
the  rails  were  still 
the  way  to  cross 
America.  One  of  the 
biggest  was  the  Pennsylva- 
nia  Railroad, 
which  had 
routes  that 
stretched 


$2,382 
),973 
992 
939 
928 


870 
705 
703 
683 
675 


647 
599 
566 
524 
508 
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from  New  York  to  St.  Louis. 
But  just  like  the  other  rail- 
roads, eventually  the  Penn- 
sylvania couldn't  keep  pace 
with  the  onrush  of  airlines  and 
trucks.  It  was  ultimately  folded 
into  Conrail  in  1976,  after  it 
went  bankrupt.  Now, 
of  course,  it's  the  air- 
lines  that  are  failing,  fold- 
ing,   or    merging.  How 
things  change. 

By  Laurel  Touby  ^ 
in  New  York 
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A  promise  two  wkeels  will  replace  tliree,  once  your  feet  can  reack  tlie  pedals. 


A  promise  tkat  you  won't  Le  tke  only  one  wearing  gfaloskes  in  tke  ram. 


A  promise  you'll  feel  as  safe  tomorrow  as  you  do  today. 


NotK  in^  Ijinds  us  one  to  tlie  other  like  a  promise  kept.  Noth  in^  divides  us  like  a  prf)mise  Ijroken.  At  MassMutual 
we  Relieve  in  keeping  our  promises.  Tliat  wav  all  tlie  families  and  businesses  tliat  relv  on  us  can  keep  tlieirs. 

ai»   

MassMutual' 

O1990  Massachusells  Mulual  Lile  Insurance  Co  Springheld  MA  01111  'Vtt  liclp  yOU  kcCp  yOUT  prOmisCS. 


PHOTO  ESSAY 


Less  than  n\'o  years  ago,  Chrysler  Corp. 
was  flirting  with  oblivion  for  the  second 
time  since  the  late  1970s.  Now,  the  auto 
maker  has  become  the  industry's  Cinderella, 
thanks  to  a  gutsy  strategy:  Keep  spending  on 
new  products,  such  as  the  innovative  LH 
cars,  even  in  a  recession.  At  the  same  time, 
the  company  cut  S4  billion  from  annual 
operating  costs  in  less  than  four  years.  By 
1992,  Chrysler  was  the  only 
one  of  Detroit's  Big  Three  in 
the  black,  with  $723  million 
in  profits. 

Chrysler  enters  the  next 
phase  under  its  low-key  chair- 
man, Robert  J.  Eaton,  re- 
cruited last  year  to  succeed 
Lee  A.  lacocca.  At  Eaton's  side 
is  President  Robert  A.  Lutz,  a 
Chrysler  veteran.  They  must 
keep  improving  quality — and  find  enough 
cash  to  spend  $3.5  billion  a  year  on  new 
products  while  closing  a  $2  billion  pension 
fiind  deficit. 
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PHOTO  ESSAY 


In  a  rare  corporate  commitment 
to  inner-city  Detroit,  Chrysler 
in  early  1992  started  making 
Jeeps  at  its  new  Jefferson  North 
plant  (above),  across  the  street 
from  the  aging  factory  it  re- 
placed. Only  moderately  high- 
tech, Jefferson  North  depends 
on  the  expertise  of  a  seasoned 
work  force  from  the  old  plant. 
With  workers  whose  average 
age  is  51,  the  plant  uses 
ergonomically  designed  equip- 
ment to  accommodate  them. 
For  instance,  instead  of  dan- 
gling overhead  on  the  assembly 
line  so  that  workers  mast  crane 
upward,  auto  chassis  are  tilted 
at  a  45-degree  angle. 
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I  ►  COLLABORATIVE 
EFFORTS 

Efficiency  got  a  boost  when 
Chrysler  instituted  a  system 
borrowed  from  Honda  Motor  Co. 
For  each  new  vehicle,  a  "plat- 
form team"  (right)  of  designers, 
engineers,  marketers,  finance 
staffers,  and  outside  suppliers 
work  together,  making  deci- 
sions on  everything  from  manu- 
facturing to  marketing.  The 
approach  has  cut  Chrysler's 
product-development  time  from 
four-and-a-half  to  three  years. 
Chrysler  now  expects  the  sys- 
tem to  help  it  do  what  no  U.S. 
carmaker  has  managed  in 
decades:  Produce  a  profitable 
small  car  domestically 


M DREAM 
WHEELS 

Chrysler's  most  futuristic  cars 
come  out  of  its  Pacifica  design 
studio  (left)  in  Carlsbad,  Calif. 
Young  designers  here  can  use 
CAD  technology  to  direct  ma- 
chines back  in  Michigan  that 
carve  clay  models  from  com- 
puter fantasies.  Pacifica  gives 
birth  to  concept  cars,  such  as 
the  hot-rod-inspired  Prowler 
now  wowing  auto-show  crowds. 
Meanwhile,  Chrysler's  mass- 
produced  cars  have  won  it  a 


reputation  as  a  design  leader. 
For  example,  in  the  LH  sedans' 
"cab-forward"  design,  the 
windshield  base  is  moved  to- 
ward the  front  wheels,  while 
the  rear  seat  is  pushed  back. 
The  added  roominess  is  proving 
to  be  a  big  hit  with  car  buyers. 


►  GAINING 
GROUND 

The  Jeep  Grand  Cherokee  is 
helping  Chrysler  at  the  upper 
end  of  the  sport-utility  market. 
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•4  SHOP-FLOOR 
WISDOM 

As  Chrysler  cuts  management 
layers,  hourly  workers  are  step- 
ping in  where  foremen  used  to 
tread.  Leroy  S.  Williams  (left),  a 
28-year  Chrysler  veteran,  is  a 
team  coordinator  on  the  final 
assembly  line  at  Jefferson 
North.  He  holds  weekly  meet- 
ings to  discuss  operations  and 
suggest  improvements.  "I  like 
the  way  things  are  now,"  he 
says.  But  the  change  hasn't 
always  been  easy  Williams  is 
one  of  2,100  Jeep  workers  who 
weathered  a  23-month  shut- 
down and  years  of  concessions 
before  the  plant  opened. 


▲  STRETCHING 
A  POINT 

This  spring,  Chrysler  rolls  out 
two  longer  versions  of  its 
popular  LH  midsize  sedans. 
The  LHS  (above)  is  meant  to 
lure  luxury  buyers  away  from 
imports. 
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<  QUALITY 
TIME 

Systems  executive  Charles 
Beerman  wears  a  second  hat, 
teaching  computer  skills  to 
first-graders  at  Highland  Park's 
Greenfield  Park  Elementary. 
It's  part  of  Chrysler's  World  of 
Work  mentoring  program,  which 
emphasizes  role  models  to  spur 
students'  motivation  for  learn- 
ing and  for  joining  the  work 
force.  Chrysler  works  with 
25  schools  in  4  cities,  freeing 
1,000  volunteers  at  least  once 
a  week  to  visit  classrooms 
during  the  workday. 


▲SOUND 
BODY 

A  StayWell  program  encourages 
employees  to  take  care  of  their 
health.  Last  fall,  Chrysler 
opened  a  health  club  at  its 
Technology  Center.  Janitors  and 
secretaries  sweat  alongside  en- 
gineers and  executives.  Fitness 
consultants  screen  blood  pres- 
sure, devise  personal  exercise 
routines,  and  lead  aerobics 
classes.  Employees  can  also  get 
low-fat  meals  in  the  company 
cafeteria  and  take  seminars  on 
self-defense  and  weight  loss. 


►  BETTING  FOR 
THE  LONG  HAUL 

Chrysler's  Lutz  calls  the  1994 
Dodge  Ram  full-size  pickup  "the 
truck  that's  not  afraid  to  be  dif- 
ferent." Its  macho  design,  with 
a  looming  grille  and  brawny 
lines,  is  a  risk  in  the  pickup 
market,  where  loyalties  run 
deep — and  CM  and  Ford  own 
the  lion's  share  of  sales. 
Chrysler  will  try  to  fill  another 
product  gap  early  next  year. 


when  it  launches  the  Neon  sub- 
compact.  If  Eaton,  Lutz  &  Co.'s 
new  models  prevail,  this 
Chrysler  turnaround  could  be 
a  lasting  one. 
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SIEMENS 


1891.  That  was  then. 


A  century  ago  Siemens  pioneered  a  unique  approach  to  apprentice  training 
programs.  It  set  new  standards  for  helping  workers  develop  the  skills  to 
master  state-of-the-art  technology. 


©Siemens  Corporation  1993 


1993.  This  is  now. 


Today,  Siemens'  apprentice  and  training  programs  in  the  USA  are  laying  the 
foundation  for  a  highly  skilled  workforce  that's  essential  for  technological 
leadership.  Now,  more  than  ever,  education  is  the  key  to  maintaining  global 
competitiveness.  For  more  than  a  century,  Siemens  has  been  preeminent  in 
the  kind  of  training  programs  that  assure  a  leading  position  in  a  wide  variety 
of  technologies.  Like  automation  systems  that  are  helping  American  industry 
be  increasingly  productive  in  the  years  ahead.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '93.  Box  8003AP,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


In  a  year  such  as  this,  when  the  economy  and  poHtics  have  con- 
spired to  create  waves  of  uncertainty  for  the  companies  of  the 
BUSINESS  WEEK  1000,  the  activity  of  executives  far  and  wide 
bears  watching.  We  have  chosen  to  highHght  25  of  them  here. 


These  25  Executives  to  Watch  are  men 
and  women  who  in  the  year  ahead  will  find 
themselves  facing  huge  challenges  or  espe- 
cially heady  opportunities.  Some  are  chief 
executives,  many  are  not.  The  common  de- 
nominator is  that  whatever  their  task,  suc- 
cess or  failiu-e  in  meeting  it  will  likely  have  a 
strong  impact  on  their  employer's  stock. 

Sometimes  even  the  toughest  challenge 
can  become  an  opportunity.  And  given  the 
turbulent  state  of 
the  U.S.  economy, 
it's  refreshing  to 
present  several  op- 
portunists who 
have  glimpsed  a 
brighter  future  and 
are  well  on  their 
way  toward  reach- 
ing it.  Take  Tiip 
Hawkins.  At  a  time 
when  the  word 
"multimedia"  is 
buzzing  between 
Silicon  Valley  and 
Hollywood  like  an  k' 
electric  wire,  Hawkins  has  proposed  a  ma- 
chine that  promises  to  marry  the  worlds  of 
computers  and  entertainment. 

You  can  het  Barry  Diller  will  be  watching. 
After  buying  into  QVC  Network,  Diller 
dreams  of  using  his  prodigious  programming 
skills  to  expand  the  cable  shopping  channel 
into  bold  new  realms  of  interactive  TV.  Such 
programming  might  eventually  find  its  way 
onto  your  TV  set  through  Hawkins'  multime- 
dia machine. 

Bob  Kavner  and  Tosh  Barron  have  also 


embraced  the  future,  l)ut  their  companies 
liave  moi-e  clout.  As  a  top  executive  of  AT&T, 
Kavner's  job  is  to  steer  the  giant  phone  com- 
pany into  the  age  of  digital  technology  by 
making  strategic  investments  in  companies 
such  as  Hawkins'  3D0  Co.  Barron,  who 
heads  Xerox'  huge  copier  unit,  is  also  trying 
to  introduce  an  old-line  business  to  digital 
technology.  Then  there's  Dick  Braddock,  who 
gave  up  a  high-flying  career  in  banking  to 
join  a  company  that 
is  using  technology 
and  automation  to 
jolt  the  status  quo 
in  the  pharmaceuti- 
cal industry.  Brad- 
dock  left  Citicorp  to 
become  CEO  of 
Medco  Containment 
Services,  a  New 
Jersey  company 
that  is  selling  dings 
through  the  mail  at 
a  discount,  just  as 
the  drug  industry 
is  coming  under 
fire  in  Washington  for  its  lofty  prices. 

The  news  coming  from  Washington  this 
year  is  on  everybody's  mind.  Braddock  is 
all  smiles  as  the  Clinton  Administration  wax- 
es on  af)Out  "managed  health  care,"  a  system 
that  stands  to  lienefit  Medco  fabulously. 
Merck's  Roy  Vagelos,  on  the  other  hand, 
can't  stop  frowning.  With  President  Clinton 
and  his  wife,  Hillary,  routinely  singling  out 
the  drug  industry  in  their  attacks  on  health- 
care costs,  Merck's  highly  respected  chairman 
finds  himself  in  the  unfamiliar  position  of 
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JACK 
SMITH 

For  the  CEO  of  a  Big  Three 
auto  maker,  Smith  comes 
across  as  a  regular  guy.  But 
a  common  touch  might  be 
just  what  General  Motors 
needs  as  he  tries  to  ease 
relations  with  the  UAW, 
while  raising  lackluster 
productivity  and  putting 
GM  back  in  the  black. 


Jack  Smith— as  most  people  call 
John  F.  Smith  Jr.,  the  new  chair- 
man of  General  Motors  Corp.— is 
about  as  unassuming  as  his  name.  In 
an  industry  famous  for  executive 
hauteur.  Smith  stands  out  as  a  regu- 
lar guy.  He  phones  middle  managers 
directly  for  quick  answers.  And  in- 
stead of  merely  eschewing  GM's  exec- 
utive dining  room,  he  closed  it.  In 
Detroit,  the  only  thing  more  surpris- 
ing than  Smith's  breezy,  shirt-sleeve 
demeanor  was  his  sudden  vault  to 
The  top  of  GM's  hierarchy. 

Since  Smith  was  tapped  by  an  angry 
lioard  last  November  to  replace  for- 
mer Chairman  Robert  C.  Stempel,  he 
has  been  in  the  hot  seat.  The  54-year- 
old  native  of  Worcester,  Mass.,  has 
l»romised  that  GM's  North  American 
auto  operations  will  break  even  this 
"ar.  And  he  faces  strained  lal>or  rela- 
ins,  a  slipping  credit  rating,  and  flag- 
-iing  productivity.  "The  first  priority 
is  getting  profitability  back,"  says 
Smith.  "And  we're  doing  super  on 
that."  Domestic  operations  did  inch  into 
the  black  in  late  1992.  But  GM  lost  $2.6 


billion  for  the  year,  excluding  a  charge 
for  retiree  health  l)enefits. 

For  a  32-year  GM  veteran.  Smith 
has  spent  relatively  little  time  in  De- 
troit. The  board  picked  him  for  his 
surefooted  turnaround  of  GM's  Euro- 
pean operations  in  the  mid-1980s.  His 
formula  was  to  break  down  fiefdoms 
and  promote  a  cadre  of  bright,  hard- 
charging  sul)ordinates.  In  Zurich,  Smith 
also  met  his  second  wife,  Lydia.  a 
Swiss  who  shares  his  love  of  skiing. 
She  encouraged  him  to  shed  some 
pounds  and  spruce  up  his  wardrobe. 
But  the  biggest  makeover  came  from 
Smith:  He  restored  profitability  to 
money-losing  GM  Euroi^e.  Cutting  costs 
and  working  with  unions  to  increase 
output  did  the  trick. 

Tho.se  skills  are  coming  in  handy  in 
Detroit.  Smith  is  walking  a  tightrope 
as  he  accelerates  layoffs  and  plant  clos- 
ings while  trying  to  mend  (iM's  rocky 
relations  with  the  United  Auto  Work- 
ers. Smith  plunged  into  meetings  last 
year  with  the  UAW's  Stephen  Yokich 
and  won  the  firebrand's  gi'udging  re- 
spect. Then  he  attended  a  rare  meet- 


ing between  a  f;M  CEO  and  UAW  local 
presidents.  Discovering  too  late  that 
it  was  the  union's  symbolic  "White 
Shirt  Day,"  when  blue-collar  workers 
assert  their  equality  with  the  bosses. 
Smith  apologized  for  showing  up  in  a 
striped  shirt. 

Smith  shuns  most  high-profile  CEO 
duties.  While  he  digs  in  to  the  details 
of  reorganizing  GM,  Executive  Vice- 
President  William  E.  Hoglund  plays 
Mr.  Outside.  Some  have  griped  about 
Smith's  low  visibility.  "It's  amazing  how 
hard  it  is  to  communicate  all  the  way 
down  in  an  organization,"  he  admits. 

Nonetheless,  his  quiet  presence  is 
making  itself  felt.  When  the  Big  Three 
considered  filing  an  antidumping  suit 
against  Japanese  carmakers.  Ford  Mo- 
tor Co.  Chainnan  Harold  A.  Poling  was 
the  ringleader.  Smith,  however,  asked 
if  such  an  action  risked  igniting  a  con- 
sumer Ijacklash.  Shortly  after,  the  plan 
was  dropped.  As  Smith  continues  to 
rattle  cages  at  GM  and  beyond,  more 
people  are  learning  not  to  be  fooled 
by  his  unobtrusive  manner. 

Bii  Kathleen  Kerivin  in  Detroit 


THE  1993  BUSINESS  WEEK  1000  55 


25<EXECDTIVEST0WftTCH 


BARRY 
DILLER 

From  his  odd  new  perch  at 
the  QVC  cable  shopping 
network,  Diller  is  mulling 
interactive-TV  ideas  that 
could  spawn  an  empire. 
"You  cannot  afford  to 
think  small,"  he  says.  Is 
Diller  guessing  right,  or 
is  his  head  in  the  clouds? 
Stay  tuned. 


Besides  a  certain  love  for  figuring 
out  what  America  wants  to 
watch  at  home  and  in  theaters.  Barry 
Diller's  deepest  affections  run  in  three 
directions:  power,  money,  and  electi-on- 
ics.  So  it  should  have  come  as  no  sur- 
prise to  the  many  Diller-watchers  in 
Hollywood  that  upon  parting  with 
News  Corp.'s  Rupert  Murdoch  last 
April,  he  would  land  at  something  like 
the  QVC  cable  shopping  network. 

Of  course,  the  move  shocked  almost 
anyone  who  had  observed  Diller's  suc- 
cessful wanderings— from  the  William 
Morris  talent  agency  to  ABC,  to  Para- 
mount Pictures,  and  finally  to  Mur- 
doch's Fox,  where  he  created  the  na- 
tion's fourth  TV  network.  What  would 
a  .51-year-old  programming  virtuoso 
such  as  Diller  see  in  a  cable-TV  station 
devoted  to  selling  dresses  and  jewelry? 

Plenty.  First,  there's  money:  QVC 
Network  Inc.  is  a  gold  mine,  a  $1  bil- 
lion retailer  with  $163  million  in  pretax 
cash  flow  last  year.  Then  there's  pow- 
er: Diller  bought  only  2%  of  QVC  for 
$25  million  I  with  an  option  to  own  a 
third  (»i  the  network  over  time).  But 


the  deal  also  linked  him  with  cable 
heavyweights  Lilterty  Media  Inc.  and 
Comcast  Corp..  Q\'C's  principal  own- 
ers, assuiing  customei's  for  Diller's  pro- 
gramming. Finally,  there's  electronics: 
(liven  the  plans  extant  for  500  cable 
channels,  C)VC's  potential  is  endless  as  a 
springboard  into  the  future  of  high- 
tech interactive  TV.  Says  Diller:  "You 
cannot  afford  to  think  small." 

Gadgets  have  always  fascinated  Dill- 
er. While  running  Fox,  his  office  had 
an  elaborate  computer  hookup  to  his 
secretary  so  that  he  could  screen  tele- 
phone calls  and  file  messages  electron- 
ically. His  car,  a  .Jaguar  convertible, 
was  not  only  eciuipped  with  a  phone 
but  also  with  an  electronic  map  that 
charted  his  course  as  he  drove.  Com- 
puters, lately  his  Apple  PowerBook 
laptop,  have  always  been  a  passion. 
Gadget  TV  was  the  logical  next  step- 
especially  after  Murdoch  refused  Diller 
a  stake  in  News  Corp.  and  he  left  with 
a  $35  million  settlement  in  his  pocket. 

The  question  is  whether  the  rest  of 
the  nation  is  prepared  for  the  high- 
tech world  Diller  en\'isions.  The  comlia- 


tive  Hollywood  executive  (dubbed  Kill 
er  Diller  by  his  often-intimidated  subor 
dinates)  has  already  improved  QVC  h} 
signing  up  retailer  Saks  Fifth  Avenu( 
to  sell  women's  wear.  And  he  will  like 
ly  expand  QVC  i)eyond  home  shopping 
to  include  interactive  game  shows,  pay 
lier-view  movies,  educational  progi'am 
ming,  and  tailor-made  sporting  events 
The  idea  of  .500  channels  might  sounc 
alluring,  but  does  America  really  wan 
that  many  choices,  no  matter  how 
many  bells  and  whistles  Diller  cai 
attach? 

Wall  Street  thinks  so.  The  man  wh( 
created  ABC's  Movie  of  the  Week,  before 
introducing  us  to  Indiana  .Jones  at  Pai- 
amount  and  Bart  Simpson  at  Fox,  ha: 
a  reputation  that  precedes  him.  QVC'; 
stock  price  has  nearly  doubled,  t( 
around  56,  since  he  arrived  in  Decem 
l)er,  giving  him  a  nifty  $21  million  pa 
per  profit.  And  with  options  to  buy  ( 
million  more  shares  (half  at  30,  half  ai 
an  escalating  pricel,  Diller  is  sitting 
pretty.  That's  something  even  an  aba 
cus  could  figure. 

Bi/  Ronald  Grorer  in  Los  Angele; 
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TOM  SMITH 

Food  Lion's  beleaguered  chairman  has  to  keep  the  produce  looking  extra-fresh  these  days.  Why? 
Because  a  series  of  damaging  allegations  has  hurt  the  grocery  chain's  image,  sales,  and  stock  price. 
Now,  Smith  must  get  customers  and  Wall  Street  to  take  a  fresh  look  at  Food  Lion. 


Tom  E.  Smith,  the  51-year-old 
chairman  of  Food  Lion  Inc.,  deco- 
rates his  office  in  inral  Salisl)ury,  N.  C, 
with  the  heads  of  exotic  animals 
bagged  on  big-game  hunting  trips  to 
Africa.  These  days,  though,  Smith 
must  feel  like  the  one  in  the  cross 
hairs.  In  the  past  year.  Food  Lion  has 
been  investigated  by  the  Labor  Dept., 
slammed  by  ABC-TV,  and  sued  by  more 
than  a  thousand  former  employees. 

After  22  years  at  the  fast-growing 
grocery  chain.  Smith  admits  he's  facing 
the  most  trying  time  of  his  career.  The 
trouble:  Unions  and  ABC  have  charged 
that  Food  Lion  has  exploited  labor  and 
sold  tainted  food  in  its  zeal  to  cut 
prices.  Since  Smith  became  president 
in  1981,  sales  have  rocketed  from  S66T 
million  to  $7.2  billion.  But  liad  pul)lidty 
has  turned  the  onetime  Wall  Street 
darling  into  a  pariah. 

The  United  Food  &  Commercial 
Workers  union,  which  failed  to  organize 
Food  Lion  workers  a  decade  ago,  con- 
tends that  Smith  keeps  overhead  low 


through  "payjacking"— coercing  employ- 
ees to  work  off-the-clock  without  over- 
time pay.  Smith  is  currently  negotiat- 
ing a  settlement  with  the  Labor  Dept. 
ABC's  Prime  Tiiue  Live,  meantime,  in- 
vestigated whether  the  chain  repackag- 
es and  sells  outdated  food.  Smith  vehe- 
mently denies  the  show's  charges. 

Smith  has  advertised  heavily,  while 
cutting  prices  even  further,  to  win 
l)ack  customers.  And  he  insists  the  PR 
campaign  is  working.  But  Food  Lion's 
fourth-(iuarter  profits  tumbled  55%,  to 
$27.3  million,  as  same-store  sales  slid 
3.8%.  For  all  of  1992,  net  income  fell 
13.2%.  On  Wall  Street,  Food  Lion  has 
shed  more  than  $5  billion  in  market 
value  since  late  1991. 

Low-key  and  controlled.  Smith 
seems  an  unlikely  personality  to  have 
become  mired  in  such  a  mess.  Sources 
say  he's  known  to  have  a  ferocious 
temper,  but  as  he  sits  in  his  office  de- 
scribing plans  to  add  110  stores  this 
year,  he  appears  detached  and  calm. 
The  only  thing  that  riles  him  openly  is 


the  coverage  by  Prime  Time  Lire. 

Having  gi'own  up  in  Rowan  County, 
three  miles  from  where  he  lives  now. 
Smith  started  at  Food  Lion  in  high 
school,  bagging  gi'oceries  at  the  chain's 
first  store.  After  attending  local  Cataw- 
ba College,  he  worked  for  six  years 
for  Del  Monte  Foods  Inc.,  before  re- 
turning to  Food  Lion  in  1970.  CEO  since 
1986,  Smith  has  long  been  the  chain's 
public  spokesman  in  TV  ads  extolling 
Food  Lion's  penny-jMnching  ways. 

Smith  scoffs  at  the  idea  his  jol)  is  in 
jeopardy.  Still,  he  has  a  big  partner 
to  appease:  Delhaize  Freres  et  Cie,  a 
Belgian  grocery  chain  known  as  "Le 
Lion."  Delhaize  has  owned  44.5%  of 
Food  Lion  since  the  1970s,  and  though 
Smith  votes  those  shares,  that  agree- 
ment is  up  for  renewal  in  1994.  A  Del- 
haize spokesman  says  the  company  re- 
mains content  with  Smith.  But  if  he 
hasn't  boosted  the  stock  price  by  next 
year,  he  may  hear  a  roar  from  a 
wounded  Belgian  lion. 

Bi/  Chuck  Hawkins  in  Salisburi/,  N.  C. 
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RICHARD 
KOVACEVICH 

A  former  big-league  pitch- 
ing prospect,  Kovacevich 
has  lately  been  compiling 
a  terrific  record  acquiring 
banks  for  Norwest  Corp. 
Today,  his  role  model  isn't 
Nolan  Ryan,  but  Sam 
Walton.  Kovacevich's  goal: 
To  make  Norwest  the 
Wal-Mart  of  banking. 


Wlu'ti  Pucliard  M.  Kovacevich  first 
arrived  at  Minneapolis-l)ased 
Norwest  CoriJ.  in  198(i,  the  former  Citi- 
corp hotshot  intrf)duced  himseh'  to  the 
troops  by  appearing  alongside  a  cow  in 
a  motivational  video.  The  message: 
This  New  York  hanker  could  fit  in  any- 
where. Then  came  the  letters  from 
Nor  west's  field  force.  "That  wasn't  a 
real  cow,"  one  ribbed.  Another  chidefl 
Kovacevich  for  his  fake  straw  cowboy 
hat.  Unbowed,  Kovacevich's  next  video 
featured  the  boss  in  wraparoimd  sun- 
glasses, lip-synching  to  the  Beach  Boys. 
Message  two:  "We're  going  to  have 
some  fun." 

There  has  i)een  plenty  of  that  lately. 
Since  he  anwerl,  Kovacevich  has  trans- 
formed Norwest  into  one  of  the  na- 
tion's fastest-growing,  most-profitable 
banking  companies.  His  IT-bank  acqui- 
sition spr-ee  has  added  $20  l)illion  in 
assets,  nioi'e  than  doubling  the  total,  to 
$47  i^illion.  And  the  pending  purchase 
of  Citicoin's  money-losing  Arizona 
s    banking  coi  ii)any  will  give  Norwest 
i    banks  in  12  slates.  Mortgage  lending 
I    and  consumer  liiiance,  meantime,  have 


exploded.  With  units  coast-to-coast, 
Norwest  has  written  more  mortgages 
since  mid- 1991  than  any  other  lender. 

Kovacevich's  unifjue  vision  is  to  re- 
gard Norwest  as  the  Wal-Mart  of  bank- 
ing. He  talks  about  expanding  "same- 
store  sale.s"  liy  getting  his  people  to 
aggressively  push  products  and  pro- 
vide customer  service.  When  Kovace- 
vich buys  a  troubled  bank  with  the 
aim  of  fixing  it,  "All  I'm  floing  is  adding 
stores,"  he  says.  "It's  just  like  a  re- 
tailer." And  like  the  late  Sam  Walton, 
Kovacevich  has  a  volume  strategy: 
Norwest  is  focused  scjuarely  on  con- 
sumer lending,  not  l)ig-ticket  commer- 
cial loans. 

Kovacevich— the  gi'andson  of  a  Croa- 
tian immigrant  coal  miner—hardly  hafl 
lianking  in  mind  back  in  1961,  when 
the  New  Yoi'k  Yankees  organization 
drafted  him  as  a  pitcher.  He  decided 
instead  to  play  ball  for  Stanford  Uni- 
versity, where  he  could  also  earn  an 
engineering  degree.  When  a  shoulder 
injury  ended  his  big-league  dreams,  he 
stayed  on  to  get  an  MBA. 

After  tours  at  General  Mills  Inc.  and 


a  venture  firm,  Kovacevich  landed  oi 
the  fast  track  at  Citi  in  1975.  But  h( 
was  passed  over  for  the  No.  2  slo 
when  Richard  S.  Braddock— whose  soi 
married  Kovacevich's  daughter— go 
the  job.  (For  more  on  Braddock,  se( 
[)age  85.)  At  the  time,  Lloyd  P.  John 
son,  Norwest's  avuncular  chairman 
was  looking  for  a  hard-driving  succes 
sor.  Kovacevich  fit  the  l)ill. 

The  move  has  profited  him  hand 
somely.  In  1991,  he  earned  $5  million 
thanks  to  bonu.ses  and  stock  option; 
that  towered  over  his  $592,917  bast 
salary.  Kovacevich  notes  that  the 
shareholders  have  scored,  too.  Sinc( 
198B,  Norwest's  stock  has  rocketec 
from  12  to  about  48. 

Now  comes  the  hard  part.  Acquisi 
tions  have  pushed  Norwest's  expense? 
to  70%  of  revenues,  a  figiu'e  Kovace 
vich  wants  to  cut  to  ai)out  60%.  H( 
says  he'll  do  it  l)y  consolidating  l)ack-of 
fice  costs  and  streamlining  loan  pro 
cessing.  Turning  ailing  l)anks  into  spif 
fy  "retailers"  will  be  a  challenge.  And  i1 
doesn't  leave  much  time  for  videos. 
By  Darirl  Grcising  i)i  MinneapoUi 
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REASON  *125 

There's  a  reason 
the  competition 
cant  keep  up 
with  us. 

We're  just  too 

fast. 


At  AT&T,  we  know  you  need  an  AT&T  800  Service.  So  your  business  For  more  information,  call  your 

100  service  that  can  keep  up  with  can  get  more  800  calls,  more  800  Acct.  Executive  or  1 800222-0400. 

:  fast-paced,  rapidly  changing,  sales,  and  more  800  revenue.  "The  fastest,  most  reliable  800  service." 

jet-it-done-yesterday  business  a  t  &•  t       You  see,  we're  not  just  One  oftlie  800  reasons""  to  choose  AT&T 

vorld.  And  nobody  connects  calls  gQQ  the  ^^5/ 800  service.  We're  SOOService. 

aster,  or  reroutes  calls  faster,  than  ^  "  ^"^    also  the  fastest.  ATScT.  The  Best  in  the  Business. 


1993  AT&T    S  Based  on  basic  800  service  comparisons. 


AT&T 


25  EXECUTIVES  TO  WATGH 


CHRISTOPHER 

STEFFEN 

This  turnaround  artist  was 
looking  to  run  a  major  com- 
pany when  Eastman  Kodak 
asked  him  to  slash  its  debt 
instead.  Steffen  is  develop- 
ing a  sharp  image  of  the 
new  measures  Kodak  must 
adopt  to  restore  its  financial 
health,  which  may  help  him 
reach  his  ultimate  goal. 


The  last  time  Eastman  Kodak  Co. 
hired  an  outsider  for  a  top  post, 
Richard  Nixon  was  President,  and 
most  Americans  had  never  heard  of 
f\iji  film.  So  imagine  the  shock  in  .Jan- 
uary when  Christopher  .J.  Steffen,  a 
veteran  of  Chrysler  Corp.  and  Honey- 
well Inc.,  was  named  chief  financial  f)f- 
ficer.  The  message  was  clear:  After 
years  of  futile  restinicturings,  Kodak 
was  admitting  that  its  insular  culture 
just  couldn't  provide  all  the  answers. 

In  the  past  few  months,  Kfxiak  Chief 
Executive  Kay  R.  Whitmore  ha.s  em- 
harked  on  a  wide-ranging  plan  to  radi- 
cally reorient  Kodak.  But  Steffen's  a|)- 
pointment  has  imi)ressed  Wall  Street 
moiv  than  anything.  Within  a  week  of 
the  announcement,  investors  hid  up 
the  photo  giant's  stock  17%,  to  4i). 

Tlie  reason:  Steffen  is  well  known  as 
a  methodical  cost-cutter  with  a  knack 
for  squeezing  cash  out  of  underper- 
forniing  assets.  He  did  wondei's  for 
hoth  Chrysler  and  Honeywell.  A  De- 
troit native  with  an  MBA  fi'om  Wayne 
State  University,  he  was  part  of  the 
team  that  revived  the  Nc     auto  mak- 


er after  its  late- 1970s  bailout.  Former 
Chrysler  Ti-easurer  Frederick  W.  Zuck- 
erman  remembers  Steffen  as  a  wizard 
at  unearthing  cash  from  areas  such  as 
inventory:  "He  did  things  I  thought 
were  next  to  miraculous." 

In  search  of  a  top  spot,  Steffen  shift- 
ed to  Honeywell  Inc.  in  1989  as  CFO. 
The  chief  j^rolilem  there  was  cost  over- 
runs on  fixed-jM-ice  government  con- 
ti'acts.  Steffen  helj^ed  draft  a  five-point 
plan  to  i"aise  cash,  which  included  spin- 
ning off  the  military  luisiness,  selling 
part  of  a  .Jajjanese  joint  venture,  and 
slashing  .5,000  jobs.  In  1990  alone,  he 
cut  $400  million  from  working  capital. 
By  last  year,  operating  margins  had 
jumped  to  10.0%,  from  8.2%  in  1989. 

Steffen  operates  from  this  tenet: 
"Change  has  to  be  all-encompassing, 
all  at  once."  To  get  peojjle  tf)  buy  in,  he 
has  an  open-door  relationship  with  sul)- 
ordinates.  But  he  also  takes  a  fish-or- 
cut-l)ait  ai)proach  to  business.  For 
years,  Honeywell  had  wrestled  with 
camera  makers  over  patent  violations 
of  an  autofocus  technology  it  had  devel- 
oped. Steffen  told  the  legal  fleiiartment 


to  either  settle  or  plunge  ahead  in 
court.  Honeywell  went  to  court  and 
won  a  judgment  i)roducing  both  royal- 
ty agreements  and  a  $171  million  one- 
time gain. 

Steffen  lost  out  in  the  race  to  be- 
come Honeywell's  CEO  and  was  job 
hunting  when  Whitmore  called.  Al- 
though it  wasn't  a  CEO  slot,  he  couldn't 
resist  the  challenge  of  a  $20  billion 
company.  Steffen  estimates  it  will  take 
about  six  months  for  Kodak  to  make 
public  a  turnai'ound  plan.  He  intends  to 
wring  fat  out  of  every  unit,  while  ex- 
amining which  divisions  to  cut  in  order 
to  reduce  Kodak's  $9  billion  in  debt. 

The  most  important  ingredient  in 
any  turnaround,  says  Steffen,  is  the 
receptivity  of  the  troops.  After  just  a 
few  weeks  at  Kodak,  he  has  been 
l)leasantly  surj^rised.  "At  Honeywell,  a 
great  many  people  didn't  think  there 
was  a  prolilem.  Here,  they  recognize 
that  change  is  needed."  The  trick  will 
be  keeping  them  on  l)oard  as  they 
undergo  Steffen  shock. 

Bij  Murk  Marcniont  in  Rochester, 
N.  Y.,  irith  Lois  Tln  rrioi  i)i  Chicago 
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REASON  *232 


We  can  getyou 

out  of  ttie 
worst  of  times 

in  the 
best  of  times. 


Introducing  the  "5-minute  ACS' 800 Assurance  Policy" 


And  we'll  stay  on  the  line  with  you 
[he  whole  time  until  youVe  back  in 
touch  with  your  customers.  AT&T's 
new  "5-minute  800  Assurance  Policy" 
guarantees  that  if  a  problem  (even 
equipment  trouble  or  an       j  ^.  j 
office  flood )  prevents  you  ^QQ 
from  getting  your  800  calls,  "  ^ "  ^  " 


we'll  reroute  those  calls  to  a  working 
phone— or  to  a  personalized  an- 
nouncement—within 5  minutes' 
And  we're  so  confident  that  our  net- 
work is  the  most  reliable  that  if  the 
problem  is  ever  related  to  AT&T  w'e'U 
pay  for  your  800  calls  and  monthly 
service  charge  while  calls  are  being 


rerouted.  It's  one  more  reason  this  is 
the  best  of  times  to  choose  the  best 
800 service.  AT&T.  Formore info, 
call  1 800  222-0400. 

The  "5-minute  AT&T 800  Assur-  ^ 
ance  Policy."  One  of  the  800  reasons 
to  choose  AT&T  800  Service. 

AT&T.  The  Best  in  the  Business. 


81993  AT&T  !'Pendingtariffeffectiveness  AT&T  MEGACOM' 800  Service  and 
AT&T  800  Gold''"  Service -Nodal  customers  will  need  to  preplan  rerouting  options 
Does  not  apply  to  AT&T  Signature™  800  Service ,  International  800,  MEGACOM  only. 


ATSiT 


PATHICIA 
BAHRON 

This  British-born  original, 
who  heads  Xerox'  most 
important  division,  is 
girding  for  battle  with 
Japan's  Canon,  which  has 
sailed  ahead  in  the  U.S. 
copier  and  fax  market. 
If  sales  surge  at  Xerox, 
Barron's  own  remarkable 
rise  should  continue. 


\  J- 


A rase  of  weak  knees  isn't  some- 
thing any  high-powered  executive 
wants,  hwi  in  Patricia  C.  Barron's  case, 
it  has  served  finite  nicely.  A  native  of 
Oxford,  Engknid,  Barron  was  teaching 
and  performing  dance  when  a  knee  in- 
jury forced  a  cai'eer  change.  She  tf)ok 
off  for  Harvard  University  to  get  her 
MBA,  and  today  the  50-year-okl  exec  is 
])resident  of  Xerox  Corjj.'s  Office  Doc- 
ument Products  division— the  fax  and 
copier  unit  that  woukl  easily  (pialify 
as  a  IillsINF:ss  WEP]K  lOOO  "company 
on  its  own. 

Barron,  who  goes  l)y  the  nickname 
"Tosh,"  is  not  your  typical  gearhead. 
But  her  lack  of  technological  knowhow 
didn't  deter  Xerox  Chairman  Paul  A. 
Allaire  from  aijpointing  her  last  June 
to  the  most  important  operating  joli 
in  the  company.  "She's  a  (piick  study," 
says  Allaire,  noting  Barron's  hroad- 
hased  background  in  marketing,  inter- 
national business,  and  information  sys- 
tems. It's  a  range  of  experience  not 
often  found  in  Xerox  managers. 

Barron  will  need  every  skill  she  has 
to  succeed  in  her  job.  After  diversify- 


ing haphazardly  for  more  than  a 
flecade,  Xerox  is  once  again  pegging  its 
fortunes  to  copiers  and  fax  machines. 
Last  year  the  division  generated  better 
than  half  of  Xerox'  $14.7  billion  in  rev- 
enues and  80%  of  its  $1.2  billicm  in 
pretax  profits.  Tr'ouble  is,  the  Japa- 
nese have  made  tremendous  inroads. 
Xerox'  share  of  the  U.  S.  copier  market 
it  once  owned  was  barely  18%  last 
year,  according  to  the  research  firm 
Dataquest  Inc.  That's  up  from  its  low 
point  of  10%  in  198.5  but  still  a  good 
sti'etch  behind  Canon  Inc.'s  25.7%. 

Battling  the  Japanese  is  the  top  pri- 
ority. So  Barron  is  trying  to  muscle 
in  on  Canon's  market  for  midspeed 
coi)iers,  where,  she  admits,  Xerox' 
weakness  "has  been  a  historical  prolv 
lem."  There's  more,  though.  She's  also 
overseeing  a  costly  shift  in  copier  tech- 
nology from  the  light  lens  to  a  digital 
format  that  will  deliver  crisper  images. 
And  Barron  has  .strengthened  Xerox' 
position  in  the  low  end  of  the  copier 
market,  where  it  has  four  new  models. 

Barron  handles  unforeseen  changes 
with  aplomb.  She  figured  her  MBA 


would  land  her-  a  joti  in  arts  manage- 
ment but  first  tried  out  a  summer  job 
at  McKinsey  &  Co.  McKinsey  shipped 
her  off  to  Tanzania,  where  she  met 
her  future  husband,  now  a  corporate 
vice-president  at  Dun  &  Bradstreet 
Corp.  Barron  stuck  with  McKinsey  af- 
ter Harvard  and  landed  at  Xerox  in 
1978.  She  caught  management's  atten- 
tion by  opening  Xerox'  China  opera- 
tions. And  by  the  time  Thomas,  her 
first  child,  was  born,  Barron  was  42 
and  solidly  on  the  Xerox  fast  track. 
She  and  her  husband  later  adopted 
two  older  Tanzanian  boys,  sons  of  a 
close  friend  who  died.  Both  now  at- 
tend college. 

One  thing  this  ex-dancer  .says  she 
doesn't  choreograph  into  her  routine 
is  an  active  social  life.  Both  Barron 
and  her  husband  spend  a  lot  of  time  on 
the  road.  So  they  devote  what  extra 
hours  they  have  to  their  Manhattan 
home  and  their  son  Thomas,  now  7 
years  old.  He  views  "weekends  as  his 
time,  and  rightly  so,"  she  says.  Bar- 
ron could  use  a  Xerox  copy  of  herself. 

By  Rcsd  W.  King  in  Stamford 
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\nd  now^  there  are  100  more 
reasons  to  choose  AE^ 
The  Best  in  the  Business. 


Daj^of 
Free 
Calls. 


It  \  (  )ur  company  spends  Ix^twccn 
and  $S(),()()()  per  month  on  long 
iMancc  calls  and  sw  itches  any  or  all 
i|  lis  business  to  AW  by  May  31.  we'll 
i\c  \'ou  100  da\'s  of  tree  lonj^  distance* 
taking  now  the  best  time  \  et  to  sw  itch 

Just  sign  up  tor  one  ot\)ur  special 
i  <  miotion  plans  for  AT&Y  I  niPlan-''' 


Sen  ice  ( )r  A7XI'  Custc  )mNet  '■'  Ser\  ice, 
and  you'll  get  100  days  of  free  long 
distance  on  all  of  these  business  ser- 
\  ices:  outbound  long  distance,  <S00 
.seiA'ices,  domestic  aiul  internati(  )nal, 
calling  card  calls.  [x\  and  data. 

It's  just  aiK  )ther  reasi  )n  t(  >  cIk  n  )se 
AT\T  ,An(  )ther  w  ay  A'lkT  is  c(  )mmitted 
to  gi\  ing  its  customers  the  best.  The 


best  reliabilit\.  Qualit\:  .Ser\  ice  Aiul 
C(  xiipetitive  [tricing.  Making  n<  )w  the 
\ er\'  best  lime  t< )  sw  itch  t( )  ATc\T. 

ATsI  Tfje  Best  in  the  Business. 
Tofiiulout  more,  call  your  Account 
Executive  or  1  800  222  (HOO. 

ATdi:T  The  Best  U  i  the  Business. 


1993  AT&T  'Pending  tariff  filing  and  effectiveness 

redil  IS  based  on  average  monthly  spending  Conditions  vary  by  service 


AT&T 
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PHIL 
CONDIT 

The  former  engineer's  inno- 
vative production  ideas 
fueled  his  ascent  to 
Boeing's  presidency.  Now, 
Condit  is  streamlining  the 
whole  company — not  only 
by  cutting  costs  and  staff 
to  the  bone  but  by  readying 
it  for  a  future  that's  sure  to 
be  even  more  competitive. 


Philip  M.  Condit  must  look  upon 
those  days  two  years  ago  as  one 
recalls  a  pleasant  dream.  Here  was 
Boeing  Co.,  soaring  along  with  a  $90 
billion  l)acklog  of  airplane  orders.  Pro- 
duction was  scaling  up,  and  Boeing  had 
just  launched  its  new  777  twin-engine 
jet  amid  a  tide  of  optimism.  Airline 
customers  were  reeling,  hut  they 
would  surely  recover.  And  Condit  him- 
self was  winning  plaudits  for  managing 
a  777  jjrogram  that  radically  changed 
the  way  Boeing  builds  airplanes. 

Nowadays,  execs  at  the  $.30  billion 
Seattle  jetmaker  are  plagued  by  sleep- 
less nights.  Condit's  groundbreaking 
work  on  Boeing's  industrial  processes 
won  him  the  president's  joi)  and  made 
him  heir  apparent  tf»  Chairman  P^rank 
A.  Shrontz.  But  with  ailing  airlines 
yanking  orders  in  record  numbers, 
Condit  and  Shrontz  are  flirecting  Boe- 
ing's most  wrenching  downsizing  in  a 
decade.  This  year  and  next,  they  will 
cut  28,000  jobs,  about  20%  of  the  work 
force.  And  they  are  slashing  jjroduction 
of  commei'cial  jets  by  40%. 

As  painful  as  it  is,  cutting  back  is 


the  easy  part.  "The  real  issue,"  says 
the  .51-year-old  Condit,  "is  what  do  you 
have  to  do  to  tie  competitive  10  years 
from  now."  Weak  airline  balance  sheets 
and  intense  competition  from  Europe's 
government-subsidized  Airl)us  Indus- 
ti'ie  have  turned  the  business  of  selling 
jets  into  a  game  of  who  has  the  best 
price  for  similar-  technology.  So  Condit 
wants  to  shave  25%  to  30%  from  costs 
by  the  year  2000,  a  goal  that  means 
improving  efficiency  and  paring  inven- 
tory. He  also  wants  to  speed  up  pro- 
duction so  that  by  1998,  a  narrowbody 
jet  can  be  delivered  in  6  months  in- 
stead of  1.'}. 

Civen  the  enormous  complexity  of 
i)uilding  aircraft,  that's  a  tall  order. 
But  Condit's  l)ackground  as  an  engi- 
neer should  make  it  a  l)it  easier.  Unlike 
Shrontz,  a  lawyer  and  manager  by 
training,  Condit  studied  aeronautical 
engineering  at  both  the  University  of 
California-Berkeley  and  Princeton  Uni- 
versity before  joining  Boeing  in  1965. 
He  ran  one  of  Boeing's  two  key  as- 
sembly plants  and  even  won  a  design 
award  in  1984  for  engineering  the  757. 


"Condit's  not  a  salesman  trying  to 
an  aircraft  builder,"  says  Robert 
Baker,  executive  vice-president 
Amer-ican  Airlines  Inc. 

Condit  was  already  hard  at  w( 
reinventing  Boeing  when  Shroi 
tapped  him  as  president  last  year, 
head  of  the  777  program,  he  fon 
engineers  to  work  closely  with  ma: 
facturing  types,  letting  them  influei 
the  design  of  the  aircraft.  He  even 
vited  tool  designers  and  finance  peo 
to  help  fashion  the  777.  And  in  a  B 
ing  first,  the  entire  plane  was  de\ 
oped  on  computer  screens  that  disp 
designs  three-dimensionally,  so  that 
gineers  can  see  if  parts  fit  and  s] 
flaws  early  on. 

Changing  a  company's  culture  ar 
turmoil  is  a  delicate  matter.  But  C 
dit's  style  should  help  there,  t 
Down-to-earth  and  approachal)le,  1 
native  Californian  has  a  knack  for  m 
ing  even  the  most  arcane  technolc 
understandable.  Condit  has  made  a 
reer  out  of  inspiring  change.  The  t 
will  lie  how  he  does  in  a  downdraft 
By  Dori  Jones  Yang  in  Sea 
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C1993  MITA  COPYSTAR  AMEHICA.  INC 


1982 

0»     Buyers  Lab  recommended  every  Mita  copier  they  tested. 
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Buyers  Lab  recommended  every  Mita  copier  they  tested 


How  reliable  can  you  get? 


the  times  demand 


For  personal  to  high  speed  copiers  you  can  rely  on  year  in  and  year  out,  call  1-800- ABC-MITA. 


25  EXECUTIVES  TO  WiTCH 


ROBERT 
PALMER 

A  tough-minded  Texan  has 
taken  the  reins  at  Digital, 
the  hemorrhaging  computer 
maker.  Although  he  now  has 
a  handle  on  costs,  Palmer 
still  faces  the  huge  task  of 
reclaiming  customers  who 
rushed  to  rivals.  DEC's 
new  ultrafast  Alpha  chip 
might  help  ease  the  pain. 


Robert  B.  Palmer's  first  months  at 
Dif^ital  E(juipment  Corp.  were 
misei-al)le.  Airiving  in  November,  198.5, 
from  sunny  Dallas,  the  Texas  native 
had  never  experienced  a  climate  as 
cold.  It  flidn't  help  that  i)eople  at  the 
insular  Maynard  (Mass. I  computer 
makei'  tended  to  treat  outsiders  as 
country  lamipkins.  Several  times  Palm- 
er considered  j^acking  it  in.  But  in  each 
instance  he  decided  to  stay. 

TouKhing  out  those  dreary  days  was 
a  fitting  test  for  the  challenges  now 
before  him.  In  .July,  the  board  forced 
out  founder  Kenneth  H.  Olsen  and 
named  Palmer  as  only  the  second  CEO 
in  dec's  history.  Now  he's  in  charge  of 
a  company  that  has  lost  $3.7  billion 
since  1990,  as  customers  abandoned  its 
minicomputers  for  workstations  and 
networks  of  PCs.  Palmer  remains  un- 
fazed:  "Life  is  about  growth  and  bene- 
fiting from  it."  he  says. 

Meticulous  and  decisive,  the  52-year- 
old  executive  has  streamlined  DEC  and 
curtailed  expenses.  Last  fall,  to  boost 
productivity,  he  ordered  the  sales  force 
switched  from  salary  to  a  commission 


plan  akin  to  that  of  other  computer 
makers.  When  bureaucracy  stalled  im- 
plementation. Palmer  quickly  moved 
aside  the  U.  S.  sales  chief. 

Still,  Palmer  understands  that  trans- 
forming the  $14  billion  comjjany  will 
tcike  more  than  mere  cost-cutting.  With 
dec's  sales  in  decline,  Hewlett-Pack- 
ard Co.  last  year  eclipsed  it  as  the 
world's  second-largest  seller  of  minis. 
Palmer  knows  that  DEC  needs  to  win 
back  customers  and  push  new  prod- 
ucts—especially those  built  around 
dec's  new  ultrafast,  RISC-based  Alpha 
chip.  "It  took  some  time  to  get  into 
trouble,"  he  says,  "and  it  will  take  time 
to  get  out." 

Palmer  knows  a  thing  or  two  about 
imtience  and  hard  work.  Born  in  tiny 
Corman,  Tex.,  a  peanut-farming  com- 
munity outside  Fort  Worth,  he  became 
class  valedictorian  despite  splitting 
with  his  family  at  age  15  and  support- 
ing himself  while  attending  high  school. 
He  later  waited  tables  as  he  earned 
degrees  in  math  and  physics  at  Texas 
Tech  University.  Palmer  landed  at  Tex- 
as Instruments  Inc.  for  a  short  time 


but  left  with  several  co-workers  in  196! 
to  form  chipmaker  Mostek  Inc.  H( 
made  a  small  fortune  11  years  latei 
when  United  Technologies  Corp 
bought  Mostek  for  about  $400  million 

dec's  biggest  challenge  now  is  t( 
make  the  most  of  its  hot  new  Alph; 
technology.  Recently,  the  U.  S.  Aii 
Force  agreed  to  take  as  many  as  2,50( 
Alpha  AXP  workstations.  DEC  has  alsc 
signed  pacts  with  Olivetti,  Kubota,  anc 
Cray  Research:  Those  companies  car 
now  resell  Alpha  chips  within  theii 
own  products. 

Alpha  got  a  big  break,  though,  ii 
March  when  Palmer  inked  a  pact  witl 
.lapan's  Mitsubishi  Electric  Corp.  to  b( 
dec's  chipmaking  partner.  Customer; 
like  an  alternative  source,  and  sucl 
partnerships  speed  up  advances  in  new 
chiji  design.  IBM  has  linked  with  Moto 
rola  Inc.,  and  Hewlett-Packard  has  Hit 
achi  and  Oki  helping  out.  After  a  re 
lentless  search.  Palmer  turned  ui 
Japan's  fifth-largest  chipmaker.  Thai 
was  good  news.  Palmer  needed  some 
relief  from  this  winter  of  discontent. 

By  Gary  McWilHams  in  Bostm 
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ROY  VAGELOS 

As  he  prepares  to  wind  down  his  illustrious  career  at  drug  titan  Merck,  Vagelos  is  struggling 
with  slower  growth.  And  if  that's  not  enough,  the  specter  of  radical  health-care  reform 
is  hanging  over  the  entire  industry.  Say,  does  Merck  make  anything  for  sleepless  nights? 


Iust  before  last  fall's  Presidential 
election,  Merck  &  Co.  Chairman  P. 
Roy  Vagelos  was  floated  as  a  choice  for 
Bill  Clinton's  Cabinet.  Backers  had  him 
in  line  to  run  Health  &  Human  Servic- 
es, which  oversees  the  Food  &  Drug 
Administration.  Now,  those  preelection 
hopes  couldn't  seem  more  ironic:  The 
Administration  is  using  the  drug  in- 
dustry as  a  whipping  boy  in  its  war  on 
health-care  costs,  and  Vagelos  has 
started  criticizing  Clinton's  plans. 

The  reason  is  simple:  With  the  Pres- 
ident (and  his  wife)  on  the  warpath, 
Merck  faces  the  possibility  of  mandat- 
ed caps  on  drug  pricing  or  profitability, 
just  as  Vagelos  is  scrambling  to  combat 
a  slowdown  in  sales  and  profit  gi'owth. 
A  company  perennially  on  everyone's 
"Best  Run"  list  is  suddenly  looking 
strained.  And  with  the  industry  in  up- 
heaval, "Things  have  changed  dramat- 
ically," Vagelos  told  analysts  last  fall. 

By  some  measures,  Merck's  glory 
days  are  indeed  behind  it.  While  prof- 
its have  expanded  at  an  astounding 


24.4%  compound  annual  rate  since 
1985,  analysts  figure  the  rate  will  slow 
to  little  more  than  half  that  in  1993 
and  beyond.  Sales,  now  at  $9.7  billion, 
will  likely  tail  off  even  faster.  Of 
course,  Merck  of  the  '80s  is  a  tough  act 
to  follow— even  for  Merck.  But  Wall 
Street  isn't  that  charital)le:  The  compa- 
ny has  lost  one-third  of  its  market  val- 
ue since  January,  1992,  as  its  shares 
fell  from  nearly  57  to  below  39. 

For  Vagelos,  especially,  that's  unfor- 
tunate. The  former  researcher/physi- 
cian plans  to  retire  in  two  years.  After 
a  stellar  career,  in  which  he  turned 
Mei-ck  into  a  model  research  outfit,  he 
deserves  better  treatment.  But  sales- 
growth  rates  are  shrinking  for  two 
blockbuster  drugs  that  account  for 
nearly  one-third  of  Merck's  revenues: 
cholesterol-lowering  Mevacor  and  the 
antihypertensive  Vasotec.  What's  more, 
$1.9  billion-a-year  Vasotec  may  face 
trouble  after  1995,  when  a  rival  drug 
goes  off  patent  and  generics  emerge. 

Then  there's  Clinton.  No  one  knows 


what  Washington  will  do,  but  drug 
companies  aren't  likely  to  benefit.  Law- 
makers may  seek  outright  drug-price 
controls.  Or  the  government  may  set 
prices  simply  by  l:>ecoming  the  biggest 
buyer  of  drugs.  In  any  event,  Clinton's 
criticisms  have  already  rattled  drug- 
makers.  And  most  are  sticking  by 
pledges  to  keep  their  pr'ice  hikes  lielow 
the  inflation  rate.  Vagelos,  meantime,  is 
working  behind  the  scenes  to  convince 
Washington  that  drugmakers  actually 
save  money.  Drugs,  the  argument 
goes,  keep  ill  people  out  of  hospitals. 

Many  competitors  would  be  happy 
with  Vagelos'  problems.  After  all, 
Merck  markets  16  products  with  over 
$100  million  in  annual  sales  apiece.  No 
other  drug  company  comes  close.  And 
Vagelos,  who  runs  up  to  five  miles  a 
day  and  rows  a  scull,  is  not  the  tyjae  to 
crave  a  cozy  slide  into  retirement.  But 
as  he  readies  heir  apparent  Richard  J. 
Markham  to  take  over,  the  headwind 
couldn't  be  stronger. 

By  Joseph  Weber  in  Philadelphia 
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Compaq  CoNTURA.lhE  Affc 

LEAVE¥)U  WiSHING'fe 


Buying  some  low-priced  486  notebooks  is  like  buying 
a  bottom  of  the  line  car.  You  drive  off  without  power 
steering  or  air  conditioning  or  even  floormats.  If  you 

get  away  with  an  AM  radio,  you've  pulled  off  a  coup. 

At  C( 


-ompaq,  however, 
we  believe  an  affordable 
notebook  shouldn't  mere- 
ly be  the  slrip]:)ed-down, 
bare -bones  version  ot  a 
more  expensive  one. 

Take  the  new  486SL 
Contura  notebooks. 

Although  affordablv 
priced,  they're  COMPAQ 
computers  in  the  truest 
sense.  Thev  endure  the 
sami.  [orturous 
testina  as  everv 
( )tlier  (.omputer 
that  we  build. 

Inside  there's  an  hitel 
486SL  chin.  Unlike  the 
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4/25CX:  Active  color  VGA  * 
Integrated  EasyPoint  trackball 
NiMH  battery  *  4/25c: 
Advanced  passive  color  VGA  * 
COMPAQ^Trackball  *  NiMH 
battery  *  4/25:  Monochrome 
VGA  *  COMPA(lTrackball  ^ 
Enhanced  NiCd  battery 
All  models:  Intel  2iMHz 
4S6SL  with  8K  cache  and 
numeric  coprocessor  4MB 
RAM  (up  to  20MB)  120MB 
or  209MB  hard  drive  *  Pre- 
mstalled  Microsoft  Windows 
3.1  and  MS-DOS  yO  pub- 
lished by  Compaq  M 
4/25  starts  under 


1599 


486SX  chip  in  compa- 
rably priced  notebooks, 
this  one  has  an  integrated 
coprocessor.  And  it  runs 
more  efficiently,  helping 
to  extend  battery  life. 

You  have  your  choice 
of  three  Contura  screens 
all  of  which  offer  razor 
shaip  definition.  There's 


,  .l  COMPAQ  Kigisli-ml  U  S  Pat.  nl  and  I  raik  mark  ( )llk 
tratkniarks and/iir  rtgisUTtt]  trademarks  iit  tjmr  rts|HitiM 
stimalt-i!  U  S  rt-sflkr  vi  lling  pni.^'  Kt-s^-IU-r  pnung  uill  var>' 


an  active  matrix  sere 
that  displays  informati 
in  256  colors.  There's 
advanced  passive  mat: 
color  screen  that  off( 
50%  better  contrast,  a 
33%  improved  respoi 
time  over  earlier  pass 
technology.  And  thei 
a  crisp  and  clear  mo 
chrome  version  as  w 

The  COMPAQ 
Contura  4/2  5CX 
comes  with  an 


EasyPoint  trackball 
that  eliminates  the  ne 
for  a  mouse.  And  all 
tJie  Contura  models  ofl 
a  unique  feature  call 


L'lintura  and  tasyPoint  are  tradtmarlci  <»f  Compaq  C 
Kinpaiiics   Ilie  Intel  Inside  logo  is  a  trademark  of  the  I 


)\BLE  Notebook  ThAT  Wont 
ijOULD  Afford  More. 


bernation.  This  allows        brings  you  right  back  to 

u  to  shut  vour  PC  off       where  you  were. 

ickly  without  losing  Contura  notebook  PCs 


batteries  in  as  little  as 
an  hour.  And  a  variets'  of 
modem  options,  includ- 
ing? cellular,  allow  you 
to  send  and  receive  data 
and  faxes  anv where. 

All  of  which  explains 
whv  the  editors  at  PC 
LapTop  Computers  Mag- 
azine recently  named  our 
Contura  the  best  value 
in  notebook  computers. 
If  vou'd  like  to  know- 
more,  give  us  a  call 
at  1-800-345-1518, 
and  ask  us 


\  (lata,  and  marks  the 
ot  where  you  left  off 
hen  you  start  your  PC 
)  aaain,  it  automatically 


also  come  wiili 
an  external  battery  charg- 
er that  lets  you  recharge 


about 
Contura. 
The  notebook  PC 
designed  to  accommodate 
your  budget  limitations, 
not  constantly  remind 
you  of  them. 


Thanks  to  our  advanced  graphics  ac- 
celerator. Comma  WoHS  the  doors  off 
most  other  Window  s  notebooks.  In  fact. 
It  runs  Windows  30'\>  faster  than 
most  4S6  machines' 


\othing  IS  hacked  like  a  Compaq  be- 
cause nothing  is  built  like  a  (.ompaq. 
Contura  includes  a  free  three- \  ear. 
worldwide  warrant\  luth  a  \ear  of 
on-site"  service  in  the  US  or  Canada. 


liji.l.i  Compaq  UMng  PC  Mujjj/.n,- Ubs  WinBinth  Rcliasv  i  1  "This  ~ 
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25  EXECUTIVES  TO  WATCH 


ARTHUR 
MARTINEZ 

The  job  pays  $900,000  a 
year.  The  task:  Breathe  new 
life  into  Sears'  moribund 
retail  operation.  Can  the 
former  Saks  executive  bring 
back  customers — and 
investors — to  good  old 
Sears?  Maybe,  but  only  if 
he  earns  every  last  cent 
of  his  salary. 


Asked  10  pick  h[<  own  pose  for  a 
photograph  recently.  Arthur  C. 
Maninez.  the  new  chairman  of  .Sears. 
Roebuck  it  Co."s  merchandise  group, 
simply  buried  his  head  in  his  hands. 
When  the  photographer  suggested 
something  a  little  peppier.  Martinez 
joked:  "You  don't  know  what  I  know." 

What  the  .53-year-old  Martinez 
knows  would  make  any  executive  run 
for  cover.  His  ta:^k  is  to  turn  around 
Sears"  lumbering  retail  operation, 
which  at  S31.4  billion  in  sales  has 
slumped  to  third  place  behind  Wal- 
Mart  .Stores  Inc.  and  Kmart  Corp.  af- 
ter more  than  a  decade  of  losing  cus- 
tomers. The  Big  Store  has  defied 
nearly  e\'ery  rescue  effort  thrown  at  it 
over  the  .years— from  countless  new 
store  formats  to  everyday  low  prices. 

The  Brooklyn-born  Martinez,  who 
holds  an  MBA  from  Harvard  Uni\  ersi- 
ty,  is  only  the  latest  executi\e  to  try 
his  hand  at  fixing  Sears.  But  as  the 
first  true  outsider  ever  to  run  the  re- 
tail operation,  he  may  have  a  chance. 
In  .January,  four  months  after  quitting 
his  \-ice-chairman's  iob  at  Saks  Fifth 


Avenue,  he  shut  down  the  107-year- 
old  catalog,  closed  113  locations,  and 
laid  off  .50.000  employees.  In  Febru- 
ary, he  announced  a  S4  billion  store-re- 
modeling program,  designed  to  target 
women  shoppers  with  a  greater  selec- 
tion of  such  "soft  goods"  as  apparel  and 
cosmetics.  Those  lines  generated  26% 
of  the  retaO  unit's  sales  last  year,  but 
of  operating  profits. 

It's  a  fast  Stan,  but  "I'm  not  making 
any  premature  declarations  of  \icto- 
ry.~  Maninez  says.  Many  skeptical  an- 
alysts and  investors  argue  that  it's  too 
late  for  Sears  to  change.  Some  even 
wonder  whether  Martinez,  a  financial 
exec-uti\"e  from  a  high-end  retailer,  has 
the  skills  nef-'-led  for  running  good  old. 
middle-o:  :  Sears.  "You  need 

someone  v  ..    ...  .c-rsiands  things  like 

hardware."  says  WaddeU  &  Reed  Inc. 
investment  manager  Russell  Thomp- 
son, a  former  shareholder  who  gave 
up  on  the  sioc-k. 

Sears— which  will  pay  Martinez 
S900.000  a  year,  plus  a  "si.l  million 
signing  tonus— chose  the  Saks  exec  for 
his  knack  at  numing  complex  organiza- 


tions. He  successfully  managed  Batus 
Holdings  Inc.'s  retail  imits  dmnng  the 
late  1980s,  when  department  stores 
had  plenty  of  their  own  problems.  Mar 
tinez  also  figures  Sears  Chairman  Ed 
ward  A.  Brennan  realized  only  an  out 
sider  cotild  take  Sears  apart  and  put  il 
back  together.  Brennan.  a  Sears  lifer 
had  already  tried  it  himself— twice. 

Martinez  has  made  it  a  priority  tc 
focus  Sears'  attention  on  its  custom 
ers.  That  means  simple  changes,  such 
as  scheduling  more  salespeople  during 
prime  shopping  hours.  He's  also  re 
cruiting  more  outsiders  for  top  posi- 
tions, breaking  a  long  Sears  traditior 
of  hiring  from  within.  In  February,  he 
lured  May  Department  Stores  execu- 
tive Robert  Mettler  to  oversee  the  ap- 
parel business. 

The  daily  grind  doesn't  leave  much 
time  for  Martinez'  gardening  hobby. 
But  he's  willing  to  wait— it's  still  toe 
cold  to  plant  in  Chicago.  If  he  has  tc 
indulge  a  desire  to  watch  things  grow. 
Sears  shareholders  have  a  suggestion; 
How  about  expanding  the  bottom  line"; 

By  Kevin  Kelly  in  Chicagc 
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I  told  my  dad  I  bought  a  plain  paper  fax  for 

the  office.  He  looks  at  me  and  says, 
"What,  you  couldn't  afford  a  fancy  one?" 


Muratec  F-72  Plain  Paper  Fax 

Call  1-800-543-4636  for  more  information. 


fflufarec 


Faxes,  phones  and  whatever  we  think  of  next. 


25  EXECUTIVES  TO  WATCH 


STANLEY 
JAFFE 

Charged  with  running 
Paramount  Communications, 
Martin  Davis'  media  con- 
glomerate, Jaffe  has  traded 
his  life  as  an  independent 
producer  for  a  host  of 
headaches:  TV,  theme  parks, 
books,  and  a  movie  studio. 
Now,  can  he  get  Paramount 
to  a  new  peak? 


Like  most  of  Hollywood's  elite, 
Stanley  R.  Jaffe  ignored  the  in- 
formal l)()ycott  of  Colorado  this  win- 
ter. The  52-year-old  former  film  pro- 
ducer paid  for  his  j^olitical  incoiTectness 
by  l)reaking  his  leg  in  a  skiing  acci- 
dent at  Vail.  Jaffe,  who  picked  up  the 
sport  at  .'34,  was  racing  to  catch  his 
2(i-year-()ld  son,  who  skied  for  the 
Dartmouth  College  varsity  team. 
"Eighth  time  I've  been  carried  off  Vail 
Mountain,"  he  sighs. 

Jaffe  may  he  hohliling  around  on 
crutches  these  days,  but  he  has  no 
plans  to  give  up  skiing.  "I'll  just  keep 
having  things  fi.xed,"  he  says.  Besirles, 
this  Bronx  native  gets  a  charge  out  of 
taking  risks.  In  1991,  he  took  an  esi)e- 
cially  big  one  by  becoming  president  of 
Paramount  Communications  Inc. 

Overnight,  he  went  from  producing 
his  own  films  to  running  a  $4.2  iiillion 
media  conglomerate  with  holdings  in 
film,  televisif)n,  book  pulilishing— even 
theme  parks.  He  also  took  fm  a  boss, 
Martin  S.  Davis,  with  a  fearsome  rep- 
utation for  bruising  tender  Hollywood 
egos.  "Marty  needed  somebody  to  be  a 


mefliator  with  the  creative  community," 
says  Mario  J.  Gal)elli,  a  money  manag- 
er and  Paramount's  largest  investor. 

So  far,  Jaffe  has  done  his  shar'e  of 
bruising,  too.  Working  out  of  Para- 
mount's New  York  headquarters,  he 
has  cracked  heads  to  energize  the  coin- 
pany's  lagging  ojierations.  Several  top 
executives  at  Pai'amount's  movie  studio 
and  its  Madison  Sciuare  Garden  Corp. 
subsidiary  exitefl  during  his  first  year. 
And  Brandon  Tartikoff,  the  former  NBC 
Inc.  programming  whiz  whom  Jaffe 
brought  in  to  run  Paramount  Pictures, 
resigned  last  October-  amid  rumors  that 
Jaffe  was  unhaj^py  with  his  film  lineuji. 
Jaffe  says  he  and  Tartikoff  disagreed 
but  points  out  that  several  of  his  films 
have  since  been  made. 

To  restore  the  studio,  Jaffe  turned 
to  his  own  former  partner,  Shen\v  Lan- 
sing. The  two  are  best  known  for  i)ro- 
flucing  the  hit  Fat(d  At  tract  ion.  Some 
say  her  presence  underscores  Jaffe's 
will  to  control  Paramount's  Hollywood 
lot  from  .'3,000  miles  away.  But  that's 
unclear.  True,  he  was  key  to  develop- 
ing The  Finn,  a  film  based  on  John 


Crisham's  liest-seller.  But  it  was  Lan 
sing  who  decided  to  delay  Beverh)  Hilli 
Cop  3  to  improve  its  script. 

Anyway,  Jaffe  has  plenty  to  keej: 
him  busy  back  East.  He  has  spent  timt 
recently  touring  the  four  theme  park; 
Paramount  bought  last  fall  for  $40( 
million.  The  company  is  remodeling 
them  with  rides  based  on  movies  suci 
as  Top  Gun  and  Star  Trek.  And  lu 
loves  taking  his  family  to  hockej 
games  at  Madison  Square  Garden 
which  Pai'amount  renovated  in  1991. 

Paramount  watchers  say  Jaffe  is  fai 
less  involved  with  Simon  &  Schustei 
Inc.,  which  Davis  recently  renamec 
Par'amount  Publishing.  Nor  do  manj 
think  he  plays  a  big  role  in  .strategy 
Davis,  (56,  still  plots  most  oi 
Paramount's  deals,  and  he  remains  non- 
committal al)out  whether  Jaffe  will  suc- 
ceed him.  But  if  Jaffe's  bedside  readinjj 
is  any  indication,  he  means  to  bt 
ready:  Just  now  he's  plowing  through 
William  Shawcross'  new  biography  ol 
Rupert  Murdoch. 

Bij  Mark  Landlcr  in  New  York,  irilh 
Ronald  Grocer  in  Los  Angeles 
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Considering  iiow  our  plione 
systems  affect  revenues, 
periiaps  we  siiouid  consider 
a  new  design. 

How  would  you  like  a  phone         Lost  customer  calls  are  being 
/stem  that's  designed  not  only  for       recovered.  And  the  sales  just  keep 
"laking  calls,  but  for 


"laking  money?  One  that 
;ts  you  pick  up  any  line, 
ven  your  bottom  line? 

Sound  interesting? 

'hen  a  ROLM  system   

i/ill  sound  downright  fascinating. 

In  the  case  of  C.R.  England  & 
ons,  Inc.  trucking  company  ROLM 
elped  them  haul  in  a  26%  increase 
1  annual  revenues.  Then  there's 
\cme  Premium  Supply  Company 
\  ROLM  system  supplied  them  with 
25%  increase  in  annual  sales. 

With  customer  after 
ustomer,  we  hear  the  same 
tory  They  can  handl 
"lore  calls  in  less 
me  without 
.dding  people. 


ROLM  IS  part  of  the 

Siemens  family. 
The  world's  largest 
private  communication 
systems  manufacturer 


rolling  in. 

It's  not  simply  that 
ROLM  can  offer  more 
sophisticated  features 
than  other  PBX  vendors. 

  We  can.  But  we  also 

take  a  more  intelligent  approach  to 
putting  those  features  together  We 
take  time  to 
study 


business.  Find  out  how  it  all  works. 
Then  we  develop  a  customized 
solution  that  helps  your  business 
work  faster  Leaner  More  profitably 

Call  us  at  I-800-ROLM-I23  to 
learn  more.  We'll  send  you  a  free 
video  featuring  a  number  of  ROLM 
business  success  stories. 

Once  you  see  for  yourself  how 
our  phone  systems  are  ringing  up 
sales,  we're  sure  you'll  find  our 
design  IS  just  fine  as  is. 


A  Siemens  Company 
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LYNN  BEHSLEY 

The  tobacco  executive  who  made  R.J.  Reynolds'  Joe  Camel  an  American  icon  is  taking  on  RJR's  biggest 
challenge:  Knocking  the  Marlboro  Man  out  of  the  saddle  and  making  Winston  the  nation's  No.  1 
cigarette  brand.  What  about  her  own  image?  No  sweat:  Beasley  swears  tobacco  marketers  aren't  evil. 


Around  R.J.  Reynolds  Tobacco  Co., 
Joe  Camel  i.s  a  hero.  But  in  the 
halls  of  the  American  Cancer  Society, 
he's  public  enemy  No.  1.  RJR's  Lynn  J. 
Heasley  has  a  more  personal  connection 
with  the  ubitjuitous  cartoon  camel:  It 
was  Joe's  success  that  i)ut  her  on  the 
company's  A-team. 

In  an  industry  under  siege  for  ped- 
dliii,i(  hazardous  products,  Beasley,  .'35, 
is  among  its  hottest  marketers.  While 
lieasley's  conti'ovei'sial  mascot  has  trig- 
gered a  bitter  outcry  that  R.JR  is  pan- 
dering to  teen  smokers,  his  protuber- 
ant mug  has  also  revived  a  75-year-old 
brand  by  halting  Camel's  skidding 
share  jsid  stabilizing  it  at  4%  of  a 
shrinking  1 1.  S.  cigarette  market. 

Now,  ak  T  l)eing  ])romoted  to  head 
lUR's  Wins' on  unit,  Beasley  is  trying 
to  make  lij-htning  strike  twice.  Her 
daunting  task  is  to  reverse  the  slifle  of 
RJR's  $3.4  liillion  flagshij)  brand  amid  a 
flight  to  generic  cigarettes.  Winstim, 
the  nation's  No.  2  brand  behind  Philij) 
Morris  Inc.'s  Marlboro,  has  had  a  five- 


year  decline.  Its  share  fell  a  precipitous 
10%  last  year,  to  6.8%. 

In  deep  secrecy,  Beasley  is  I'eadying 
a  new  Winston  mascot  to  declare  war 
on  the  legendary  Marlboro  Man.  "The 
cowl)oy's  not  as  strong  as  it  used  to 
be,"  she  declares.  Last  year,  Beasley's 
team  rolled  out  Winston  Select,  a 
smoother-tasting  cigarette  aimed  at 
Marlboro  smokers.  Winston  has  also 
undergone  a  packaging  makeover,  and 
Beasley  is  trying  to  enhance  loyalty 
through  direct  mailings  and  giveaways. 

Beasley  can  thank  Joe  for  her  rapid 
climb.  Back  in  1988,  she  .shocked  the 
top  brass  by  unveiling  the  camel  car- 
toon and  suggesting  a  radical  revamp- 
ing of  the  brand.  "I  asked  everyone 
to  think  outta  the  box,"  she  says.  In- 
stead, Joe  got  canned.  Undaunted, 
Beasley  took  an  informal  poll  of  sales 
reps  and  factory  workers.  The  result: 
The  rank  and  file  loved  Joe.  "That's 
really  what  swung  the  tide,"  Beasley 
says.  RJR  gambled,  and  soon  Joe  was 
smiling  from  billboards  everywhere. 


"Lynn  is  not  youi'  typical  corporate 
exec,  not  in  looks,  not  in  age,  not  even 
in  personality,"  says  Fran  Creighton, 
another  Winston  marketing  executive. 
Not  in  background  either.  The  daugh- 
ter of  a  Wisconsin  dairy  farmer,  Beas- 
ley knew  early  on  she  was  different. 
"Very  few  girls  went  to  college,"  she 
says.  "They  took  typing,  bookkeeping, 
and  home  ec."  Beasley  wanted  more. 
After  high  school,  she  worked  as  a 
mail  carrier  to  i)ay  for  community  col- 
lege. She  transferred  to  the  Univer- 
sity of  Wisconsin  and  earned  a  mas- 
ter's in  marketing.  Reynolds  recruited 
her  in  1982. 

Does  Beasley  have  any  qualms 
about  hawking  cigar-ettes?  "There's  this 
image  of  tobacco  executives  as  evil- 
plotting  to  get  people  to  start  smok- 
ing," Beasley  says.  "But  we're  not." 
She  won't  convince  the  anti-tobacco 
groups,  but  Beasley  can  sell  just  about 
anything  else. 

By  Maria  Mallon/  in  Wiitslon-Saleni, 
N.C. 
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NORMAN 
AUGUSTINE 

Martin  Marietta's  chief  has 
not  let  the  defense  indus- 
try's swift  descent  send 
him  into  retreat.  But  even 
with  synergies  from  the  ac- 
quisition of  6E  Aerospace, 
Augustine  will  have  to  step 
nimbly  in  tricky  civilian 
markets  and  at  the 
Pentagon  he  knows  so  well. 


Call  him  a  thrill-seeker.  Norman  R. 
Augustine,  chairman  of  defense 
contractor  Martin  Marietta  Corp.,  has 
photographed  polar  bears  near  the 
North  Pole,  scaled  a  volcano  near  the 
South  Pole,  and  floated  over  Africa  in 
a  hot-air  balloon. 

This  corporate  Indiana  Jones  doesn't 
lack  for  on-the-job  excitement,  either. 
For  the  past  decade  Martin  has  been 
riding  a  defense-spending  roller  coast- 
er. But  while  many  contractors  are 
bailing  out  of  defense,  Augustine,  57,  is 
hanging  on  for  the  ride,  steering  his 
Bethesda  (Md.)  company  deeper  into 
the  troubled  market.  His  agreement 
last  November  to  buy  General  Elec- 
tric Co.'s  aerospace  division  for  $3.05 
billion  will  create  the  world's  biggest 
defense  electronics  company— just  when 
a  Democratic  Administration  is  intent 
on  major  defense  cuts.  If  the  Justice 
Dept.  clears  the  merger,  Augustine 
will  be  running  a  company  with  $10 
billion  in  revenues. 

That's  the  kind  of  critical  mass  Au- 
gustine reckons  a  defense  contractor 
needs  to  survive  the  shakeout.  Besides, 


he's  betting  the  perils  of  the  New 
World  Disorder  will  eventually  stop 
the  industry's  slide.  "It  will  be  impor- 
tant there  be  some  companies  around 
to  provide  for  defense,"  he  says,  "and 
we  would  like  to  be  one  of  those." 

Buying  CE  Aerospace  provides  a  lit- 
tle sheltei-  against  the  storm.  Forced  to 
scale  back  purchases  of  new  planes 
and  ships,  the  Pentagon  is  stuffing  its 
aging  fuselages  and  hulls  with  the  lat- 
est in  ojitoelectronics  and  command- 
and-control  gear— the  stuff  (iE  and 
Martin  specialize  in.  And  synergies, 
such  as  packaging  Martin's  missiles 
and  rockets  with  (lE's  radars,  can  only 
help.  Then  there's  the  civilian  market. 
While  his  company  got  burned  by  ear- 
lier efforts,  including  a  foi'ay  into  pock- 
et pagers,  this  time  Augustine  vows  to 
stay  closer  to  home.  Martin,  for  in- 
stance, has  parlayed  signal-processing 
technology  it  developed  for  the  mili- 
tary into  a  mail-sorting  system  for  the 
U.S.  Postal  Service.  All  told,  sales  to 
business  and  civil  government  will  gen- 
erate a  third  of  the  combined  Martin- 
GE  Aerospace  revenues. 


The  main  challenge  for  Augustine 
will  l)e  to  meld  two  corpor'ate  cultures. 
And  for  this,  he  can  draw  on  his  own 
experience  of  moving  between  the  cor- 
porate world  and  the  Pentagon.  In  the 
lyOOs,  Augustine,  a  young  Princeton  i 
University  engineering  grad,  worked  < 
in  the  office  of  Defense  Secretary  Rob- 
ert S.  McNamara.  He  jokes  that  "there 
were  two  groups  that  reported  to 
McNamara:  One  became  known  as  the 
Whiz  Kids,  and  I  was  in  the  other 
one."  But  in  1975,  Augustine  was 
named  Army  Under  Secretary  and 
served  two  years  liefore  leaving  to  join 
Martin.  | 

Augustine  aims  to  wring  substan- 
tial cost  savings  fi"om  a  consolidation  of 
Martin  and  fiE.  That  should  he\\)  pay 
down  debt,  which  of  course  would  free 
Martin  to  go  hunting  for  more  compa-  ^ 
nies.  In  between,  the  lanky  CEO  is  S 
squeezing  in  time  for  everything  from    |  I 
playing  tennis  to  publishing  a  book  of  1 
his  photographs.  Oh,  yes.  He's  also  ^ 
getting  geared  up  for  a  sail  on  the  | 
Amazon.  o 
By  Amy  Borrus  in  Bethesdci,  Md.  | 
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25  EXECUTIVElll  WITCH 


JONATHAN 
LINEN 

Now  in  charge  of  flmEx' 
Travel  Related  Services 
unit,  Linen  has  his  hands 
full:  Profits  are  down  and 
the  heat  is  on.  So  he's  cut- 
ting $1  billion  from  TRS' 
costs  by  the  end  of  1994— 
in  part,  by  axing  some 
4,500  jobs.  But  can  he  re- 
build The  Card's  clout? 


Ionathan  S.  Linen  had  no  way  of 
knowing  how  ironic  it  woukl  all 
seem  a  decade  later.  In  1982,  the 
yoimj{  American  Express  Co.  execu- 
tive pitched  his  boss,  James  D.  Robin- 
son III,  an  idea  to  ci'eate  a  chary^e  card 
exclusively  for  corporate  accounts, 
fiood  idea.  Linen's  brainstorm  eventu- 
ally created  a  highly  profitable  busi- 
ness to  comjjlement  AmEx'  consumer 
card  franchise.  But  Linen,  49,  recalls 
Robinson  l)eing  cool  on  the  plan.  "This 
I  letter  work,  because  your  job  is  on 
the  line,"  the  chief  wai'ned. 

So  who's  sorry  now?  Under  pres- 
sure fi-om  a  restless  board  and  exas- 
peratt'd  shareholders,  R(ibinson  recent- 
ly announced  his  imminent  departure 
fi'om  AmEx.  And  Linen?  Since  Aiiril, 
1992,  he  has  been  president  and  chief 
operating  officer  of  Ti-avel  Related  Ser- 
vices, the  flagship  card  division,  where 
he  reports  to  the  new  AmEx  CEO, 
Harvey  Golul). 

Not  that  Linen's  new  position  slioukl 
make  anyone  jump  for  joy.  AmEx' 
market  is  shi-inking  under  attacks  from 
rivals  Visa  and  MasterCard.  The  num- 


ber of  AmEx  "members"  dropped  5% 
in  1992,  as  consumers  reacted  to  stiff 
annual  fees  by  taking  scissors  to  The 
Card.  The  TRS  business,  which  in  1990 
l)r'oduced  $95()  million  in  profits,  man- 
aged only  $243  million  in  1992.  And 
the  corporate  heat  is  on:  Now  that 
Amex  has  sold  the  retail-brokerage 
arm  of  its  Shearson  Lehman  Brothers 
unit  to  Sandy  Weill's  Primerica  Cori)., 
TRs's  imixu'tance  tf)  the  ])ai'ent  comi)a- 
ny  will  only  grow. 

It's  a  far  cry  from  the  flourishing, 
do-no-wrong  firm  that  Linen,  a  Wil- 
liams C'ollege  grad,  joined  in  1970,  just 
after  a  toui'  in  Vietnam  as  an  artiller\v 
officer.  Unlike  Colub,  whose  roots  are 
in  middle-class  Brooklyn,  Linen  had 
the  kind  of  backgi'ound  that  dovetailed 
neatly  with  AmEx  culture.  He  started 
out  as  assistant  to  Chief  Executive 
Howard  L.  Clark  Sr.  Clark  was  a  close 
friend  of  Linen's  dad,  who  was  then 
CEO  of  Time  Inc.  Linen  proved  himself 
by  later  turning  around  AmEx'  Euro- 
pean travel  operations.  And  in  1990, 
during  a  stint  at  Shearson,  he  man- 
aged to  stem  the  wave  of  defections 


that  were  depleting  the  firm's  force  c 
retail  brokers. 

In  the  last  yeai',  Linen  has  spent 
lot  of  time  pressing  flesh  and  mendin; 
fences.  He  set  up  face-to-face  meeting 
with  30  of  the  card's  top  airline,  hote 
and  merchant  customers  to  hear  thei 
grievances.  Together  with  Golub,  h 
has  led  countless  employee  meeting 
to  boost  morale.  In  a  tougher  move,  h 
canceled  a  new  ad  campaign  last  yeai 
And  by  the  end  of  1994,  he  aims  t' 
wring  $1  i)illion  from  the  TRS  cos 
structure,  partly  hy  reducing  AmE> 
employee  base  of  r)2,500  to  abou 
4«,00()'i)y  yearend. 

Linen  also  i)lans  a  cardholders'  re 
wards  program  to  comi)lement  a  sue 
cessful  freciuent-flier  program.  And  \v 
is  looking  for  a  way  to  provide  revolv 
ing  credit  to  AmEx  cardholders,  de 
spite  past  mistakes  with  its  Optim; 
card.  "We  are  fixing  the  business  whil 
Iniilding  for  the  future,"  Linen  says 
Inspiring  him  to  excel,  no  doubt,  wil 
be  the  memory  of  what  happened  b 
his  erstwhile  boss,  Jim  Robinson. 

/?//  Lcdii  Ndthmis  Spii-o  i)i  Neir  Yori 
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UJV^I^kT"         Wimm  I'  II^E  11^41  TT 


He  said  he  didn't  get  the  package  Fd  sent  liim.  He  said  I  was  a 
scatter-brained,  spaced-ont,  good-for-notliing,  totally  reckless, 


untrustworthy,  undependable,  unreliable,  absent-minded 
moron.  So,  I  put  him  on  hold  and  J  CALLED 


Tliey  told  me  the  package  was  delivered  at  9:22  a.m.  and  his 

assistant,  Joan,  signed  for  it.  He  said  he  meant  'Nincompoop'  \ 

! 

in  a  good  way. 


When  you  need  to  know  exactly  when 
your  package  arrived  and  exactly  who 
igned  for  it,  send  it  with  Federal  Express. 
Because  only  Federal  Express  can  tell  you 
where  your  package  is  within  seconds  oi 
s  delivery.  Not  days.  Not  hours.  Seconds. 


No  other  company  offers  such  a  sophisti- 
cated tracking  system.  Not  UPS.  Not 
DHL.  Nobody.  So  call  800-238-5355  and 
senci  your  next  package  with  Federal 
Express.  Or  risk  the  chance  ot  really  being 
called  a  nincc^mpoop. 


Our  Most  Important  Package  Is  Yours: 


Federal  E.vprcN*.  Corpnr.itio 


LAST  YEARJT  TOOK  us  NEARLY 

FOUR  MILLION  CALLS 
TO  GET  THREE  GREAT  DATES. 


2^ 


Your  InvUanon 
ntry     M  arke 
h    S  e  r  V  i  c 


S  e 


R  e  s  e  a  r  c 


and  Support  A 


Some  time  back,  Microsoft 
iedged  to  provide  the  best  technical 
ipport  in  the  software  industry. 

So  howVe  we  doing? 

Pretty  well  so  far,  according  to 
le  Software  Support  Professionals 
ssociation.  We  won  their  coveted 
PAR  Award  for  the  highest  qual- 


ity support  in  the  software  industry. 

Software  Magazine  gave  us 
top  honors  in  service  and  support. 

And  Macworld  (or  we  should 
say,  their  subscribers)  voted  us  win- 
ner of  the  World  Class  Award  for 
best  customer  support  in  the  soft- 
ware category. 


Obviously,  results  like  these 
didn't  come  overnight.  It  took  a  lot 
of  work.  And  we  know  it'll  take 
just  as  much  in  years  to  come.  But 
that's  okay,  we  had  a  great  time. 


Making  it  easier 


25  EXECUTIVES  TOW 


HENRY SCHACHT 

With  Cummins'  diesel  engines  roaring  again,  Schacht  is  getting  the  last  laugh  on  his  critics,  who  said 

that  spending  big  on  clean-running,  fuel-efficient  motors  was  foolish.  Now,  even  rival  Komatsu 

is  buying  Cummins  engines.  But  Schacht  has  been  around  too  long  to  get  caught  idling — or  laughing. 


Two  years  ago,  Wall  Street  seemed 
ready  to  give  up  on  Henry  B. 
Schacht,  chief  executive  of  Cummins 
Engine  Co.  The  prairie  patrician  had 
insisted  for  a  decarle  that  his  long-term 
strategy  would  one  flay  deliver  healthy 
])rofits.  Instead,  the  diesel-engine  man- 
ufacturer he  runs  continued  to  sput- 
ter, and  rival  Roger  S.  Penske  roared 
past  Cummins  with  his  aggressively 
high-tech  Detroit  Diesel  Corp. 

Suddenly,  though,  Schacht  is  gaining 
horsepower.  Last  year,  despite  the 
sluggish  economy.  Cummins'  sales 
climbed  W/o,  to  $3.75  billion.  Earnings 
before  special  charges  zoomed  tf)  $7(5.2 
million,  from  a  19i)l  loss  of  $14  million. 
Cummins'  costly— and  widely  ques- 
tioned—expansion into  the  midrange 
diesel  business  i--  finally  paying  off. 
Eager  customers  ^uch  as  Ford  Motor 
Co.  and  Chrysler  Corp.  are  snatching 
up  so  many  of  the  fuel-efficient  mo- 
tors (used  mostly  in  light  trucks)  that 
Schacht  has  had  to  christen  a  second 
plant  to  meet  demand.  Better  still. 


heavy-duty  engine  orders  shot  up  30% 
as  a  new  fuel  injector  caught  on. 

Schacht  isn't  one  to  build  expecta- 
tions. The  bookish  Harvard  University 
MHA  knows  l)etter  than  to  predict  the 
mood  swings  of  the  manic-depressive 
truck  market.  "We'll  pay  back  the  u])- 
swing  in  heavy-duty  sales  in  the  next 
economic  cycle,"  he  says.  The  heavy- 
duty  market,  Schacht  believes,  is  ma- 
ture, which  is  "why  we  started  building 
midrange  engines." 

For  Schacht,  the  upturn  there  is 
sweet  redemption.  For  10  years  he  has 
endured  plenty  of  criticism,  as  Cum- 
mins sank  $200  million  annually  into 
developing  the  engine  technology  need- 
ed to  meet  stringent  U.  S.  emissions 
re(iuirements.  But  the  effort  eventu- 
ally won  some  friends.  Impressed  that 
the  engines  surpassed  Environmental 
Protection  Agency  standards,  P\jrd  in- 
vested $100  million  in  1990  to  avoid 
pouring  even  more  into  its  own  truck- 
engine  research.  And  surprisingly,  rival 
i  Komatsu  Ltd.  inked  a  deal  to  l)uy  mid- 


I'ange  Cummins  diesels  for  its  construe 
tion  ecjuipment.  "Competence  has  give 
us  an  economic  opportunity,"  crow 
Schacht. 

Talk  about  strange  bedfellows.  Dui 
ing  the  1980s,  the  Komatsu-Cummin 
feud  was  the  stuff  of  industrial  leg 
end.  When  Komatsu  entered  the  U.  5 
in  the  mid-'80s,  intent  on  grabbin; 
share  from  market  leader  Cummins 
Schacht  fired  back  by  slashing  prices 
Unable  to  make  money,  Komatsu  bea 
a  hasty  retreat,  but  not  before  Curr 
mins  lost  truckloads  of  dough.  "There' 
a  growing  sense  of  trust,"  he  says  c 
his  former-  rival. 

All  the  goofi  news  drove  Cummin 
stock  to  its  all-time  high  of  92%  o 
Mar.  9.  But  Schacht  isn't  al)out  to  rt 
lax.  Part  of  being  a  liusiness  intellecti 
al  is  having  to  constantly  anticipat 
those  awful  cycles.  While  Cummin; 
midrange  strategy  is  finally  lookin; 
smart,  Schacht  knows  better  than  mos 
that  Wall  Street  has  a  short  memory 
B//  Kevin  Kclli/  in  Cfiicag 
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You  hold  your 
child's  hand  when 
she  crosses  the 
street,  you  won't 
let  her  climb  to  the 
top  of  the  jungle 
gym  and  you 
make  her  wear  a 
life  preserver  in 
the  kiddie  pool. 


Have     got  a  minivan  for  you. 


 1993  - 

FederaJ  Motor 
Vehicle  Car  Safetv- 
Standards. 


Think  of  us  as  very 
auer-protective  parents. 
Tli£  Nissan^  Quest  "  is 
one  of  tlie  few  minivam 
to  rrurt  1993  Federal 
passenger-car  safety 
standards*. 


Fron  t  cxmming  lamps  primide  added  side- 
view  illuminati<m  when  turning  at  night. 


We  took  a  very  level-headed  approach  to  safely. 
A  front  stabilizer  bar  helps  keep  the  Nissan  Qui 
level  during  cornering  or  lane  changes. 


At  Nissan  we  believe  tJie  more  durable  a 
car  iv,  the  safer  it  is.  For  instance,  to  test 
its  durability,  tlie  Quest  logged  nearly  one 
million  miles. 


Nissan  Mokrr  ( Arrpfrratum  in  U.S.A.  .Smart people  oJwayi  mid  the  jirw pnnl. 
And  they  always  wear  their  seal  hells.  *t.xfept  models  with  pnvacy  glass. 


By  placing  the  engine 
weight  over  the  drive 
wheels,  o  ur  sophisti- 
cated front-wheel  drive 
provides  added  traetion. 


Did  we  mention  the  Nissan 
Quest  comes  ivith  its  (rwn 
body  guards?  Steel  side 
door  guard  beams  provide 


culded  protection  in  case  of  a 
side  impact.  Ami  pillar /roof 
reinforcenmiLs  increase 
body  rigidity. 


hild  safety  lock  has 
n  loisely  included  on 
sliding  side  door  : 


A  few  items  on  the 
Nissan  Quest  are 
actually  designed  to 
break  donm.  In  a 


When  it  comes  to 
braking  we  didn't  stop 
with  our  piraier-assisted 
brakes.  An  optional 
4-wheel  anti-lock 
braking  system  is  also 
available. 


To  us  concerns  about  safety  are  autcmiatic, 
which  is  why  ive've  included  front  automatic 
motorized  shoulder  belts.  And  3 -point  seat 
belts  are  found  in  outside  positiojis  in  second 
and  third  row  seats. 


fronted  collision,  the 
steering  column  is 
designed  to  collapse 
to  help  prevent  it 
from  intruding  into 
the  passenger 
compartment. 


The  New  Nissan 

Qiiest 

It's  time  to 
expect  more  from 
a  minivan: 


by 


.W\  \ou  need  to  dri\e  the  new 
Nissan        minivan  is  a\'CR. 

Return  the  coupon  or  call 
l-SOO-NIS&AN-S  and  well  send 
yoti  Quest  Drive.  ,\n  exciting 
driv  ing  experience  on  video- 
tape featuring  remarkable 
innovations  vour  whole 
familv  will  enjov.  Free. 

But,  hurry.  These 
tapes  mav'  go  faster  dian 
the  minivan  itself. 


The  Xew  Nissan 

Quest 


NISSAN 


Its  time  to  expect  more 
from  a  minivan." 

1-800-XISSAN-3,  ext.  162 


25  EXECUTIVES  TO  WiTCH 


RICHARD 
BRADDOCK 

What  did  a  fairly  obscure 
mail-order  drug  company 
offer  a  high-powered  bank- 
ing executive?  Medco  might 
not  be  a  household  name, 
but  Braddock  was  so  taken 
by  its  extraordinary  growth 
record  and  solid  positioning 
that  he  left  his  Citicorp 
presidency  to  run  it. 


When  Richard  S.  Braddock  re- 
signed as  president  of  Citicorp 
last  year,  Wall  Street  was  more  than  a 
bit  surprised.  After  all,  he  had  spent 
20  j^ears  at  the  big  bank  and  had  ex- 
panded Citi's  consumer  banking  and 
credit-card  businesses.  If  the  51-year- 
old  Braddock  was  going  anywhere,  the 
pundits  thought,  it  was  to  American 
Express  Co.  He  was  viewed  as  a  candi- 
date to  succeed  James  D.  Robinson 
III,  Amex'  embattled  former  chairman. 

Then  came  the  shocker:  Braddock 
accepted  a  position  as  CEO  of  Medco 
Containment  Services  Inc.,  a  little- 
known  distributor  of  mail-order  pre- 
scription drugs,  based  in  Montvale, 
N.J.  Lured  by  Martin  J.  Wygod,  Med- 
co's  visionary  founder  and  chairman, 
the  mild-mannered  Braddock  is  the 
new  point  man  behind  this  fast-grow- 
ing, $2  billion  company.  "Medco  was 
becoming  too  large  and  too  complicated 
for  Wygod  to  manage,"  says  Sanford 
Bernstein  analyst  Kenneth  S.  Abromo- 
witz.  "He  needed  Braddock's  organiza- 
tional talents." 

Braddock  won't  comment  on  rumors 


he  was  forced  out  of  Citicorp  by  Chaii'- 
man  John  S.  Reed.  But  he  does  say 
Wygod  had  an  easy  time  selling  him  on 
Medco.  Growing  at  a  phenomenal  30% 
per  year,  it's  the  nation's  largest  mail- 
order pharmacy  business  and  a  dar- 
ling of  the  NASDAQ  market.  After  slug- 
ging it  out  in  the  tightly  regulated 
banking  industry,  Braddock  says  he 
was  ready  to  break  into  a  high-growth 
business  such  as  pharmaceuticals.  And 
Wygod  made  it  worth  his  while.  Brad- 
dock's  new  $800,000  annual  salary  is 
about  what  he  made  at  Citicorp.  But 
1.25  million  Medco  stock  options  sweet- 
ened the  pot.  "I  have  lots  of  incentive 
to  do  well,"  he  says. 

His  timing  is  impeccable.  The  Chn- 
ton  Administration's  plans  to  overhaul 
the  nation's  health-care  system  play 
right  into  Medco's  hand.  Wygod's  com- 
pany thrives  by  purchasing  prescrip- 
tion drugs  in  bulk  and  selling  them  at 
cut-rate  prices  through  the  mail  to  big 
health  plans  and  major  companies. 
Starting  with  lower  overhead,  it  under- 
cuts retail  pharmacies  both  by  auto- 
mating the  pill-sorting  procedure  and 


negotiating  big  discounts  with  drug- 
makers.  With  50%  of  the  mail-order 
market,  it  has  plenty  of  clout.  And 
with  the  prospect  of  a  national  health 
plan  promising  to  create  more  bulk 
customers,  "Medco  has  huge  upside  po- 
tential," Braddock  says. 

Besides  upgrading  technology  and 
monitoring  operations  to  maintain  qual- 
ity as  Medco  grows,  Braddock  will 
have  to  play  diplomat.  Critical  to  Med- 
co's success  has  been  a  controversial 
program  called  "Prescriber's  Choice," 
in  which  Medco  pharmacists  try  to 
coax  doctors  to  prescribe  the  cheaper 
brand  among  similar  drugs,  usually  a 
market  underdog  that  Medco  gets  for  a 
special  price.  Some  doctors  and  drug 
companies  liristle  at  what  they  consid- 
er strong-arm  tactics.  And  retail  phar- 
macists complain  loudly  that  Medco 
uses  its  clout  to  wrest  discounts  that 
are  unavailable  to  them.  Wygod's  Med- 
co has  definitely  taken  the  drug  mar- 
ket by  storm.  Braddock  will  just  have 
to  make  sure  it  doesn't  get  caught  in  a 
scjuall  of  unfair-trade  complaints. 

By  Rmi  StodghUl  II  in  Montvde,  N.J. 


THE  1993  BUSINESS  WEEK  1000  85 


;j|>  tXECUTIVES  TO  WATCH 


RONALD  ilLLEN 

With  fare  wars  and  the  high  costs  of  new  European  routes,  Delta  Air  Lines  is  going  through  some 
turbulpnt  times.  Chairman  Allen,  a  lifelong  member  of  the  Delta  family,  will  have  to  be  tough 
enough  to  go  on  cutting  costs  and  jobs,  yet  sensitive  enough  to  save  the  airline's  service  tradition. 


In  the  Delta  extended  family  of  em- 
ployees, Ronald  W.  Allen  always 
stood  out  as  a  favored  son.  A  working- 
class  kid  from  suburban  Atlanta,  he 
hired  on  with  the  airline  part-time 
while  attending  the  Georgia  Institute  of 
Technology.  And  after-  catching  the  eye 
of  Chairman  W.  T.  Beebe,  he  shot  up 
the  ranks.  When  he  was  33,  Allen  was 
on  the  !)oard.  By  45,  he  was  chairman. 
He  never  worked  anyplace  else,  and 
he  never  really  wanted  to. 

But  novj  that  Allen  is  the  patriarch, 
the  51-year-old  executive  has  a  prob- 
lem: The  "Delta  Way"  that  sustained 
the  family  over  the  years  is  looking  a 
little  dysfunctional.  While  Delta  Air 
Lines  Inc.  always  hired  more  people 
and  compensated  them  better  than  the 
next  airline,  the  payoff  came  in  the 
shape  of  loyal  customers  willing  to 
spend  more  for  better  service.  Since 
1990,  though,  airline  bankruptcies  have 
led  to  punishing  fare  wars.  Anfl  de- 
spite signs  of  an  upturn,  the  European 
routes  Delta  bought  from  the  now-de- 


funct Pan  American  World  Airways 
Inc.  have  produced  nothing  but  red 
ink.  Result:  $1.08  billion  in  losses  since 
July,  1990. 

Delta  had  to  expand  into  Europe  to 
compete  with  rivals  United  Airlines 
Inc.  and  American  Airlines  Inc.  The 
challenge  now  is  to  cut  those  high 
costs  without  destroying  the  worker- 
management  bond  that  leads  to  Delta's 
high  level  of  service.  Allen  tried  to  set 
the  proper  tone  last  August  by  shaving 
his  $475,000  salary  by  $100;000.  But 
plans  to  sweat  out  more  than  $1.5  bil- 
lion in  expenses  by  1995  will  be  painful. 
Already,  he  has  cut  5,000  jobs  through 
retirements,  attrition,  and  layoffs  of 
part-timers.  On  Feb.  1,  he  cut  pay  for 
most  Delta  employees  by  5%,  while 
curtailing  both  health  benefits  and  va- 
cation time.  Unionized  pilots  have 
balked  but  may  go  along.  Meantime, 
Allen  has  deferred  or  eliminated  more 
than  $6  billion  in  new-plane  orders. 

Tough  measures  all,  but  some  Delta- 
watchers  wonder  whether  even  that 


much  is  enough.  As  a  company  lifer, 
Allen  is  known  for  building  consensus, 
not  for  ramming  through  draconian 
edicts.  Insisting  he's  tough  enough  to 
make  the  hard  decisions,  Allen  doesn't 
rule  out  firing  full-time  employees: 
"We'll  do  whatever  we  need  to  do." 

All  the  pressure  has  added  more 
than  a  few  worry  lines  to  Allen's  fore- 
head. And  it  didn't  help  that  he  was  di- 
vorced in  1992,  a  year  when  he  main- 
tained a  punishing  worldwide  travel 
schedule.  Allen  keeps  moving,  though, 
making  a  point  of  delivering  the  bad 
news  to  employees  himself.  So  far,  the 
personal  touch  has  worked.  Aside  from 
the  dispute  with  the  pilots'  union, 
there's  no  sign  of  open  revolt  from 
other  Delta  workers  or  the  board  of  di- 
rectors. Given  the  chronic  turmoil  in 
his  industry  and  the  prospect  of  more 
losses,  Allen  surely  anticipates  a 
bumpy  ride  ahead.  Sometimes  being 
the  head  of  the  family  isn't  all  it's 
cracked  up  to  be. 

By  Chuck  Hawkins  in  Atlanta 


86  THE  1993  BUSINESS  WEEK  1000 


"1 


The  Bigger  You  Think,  The  Smaller  It  Gets 

With  BTs  Global  Network  Services,  Yo  u  Ye  Always  in  Touch. 


oing  Further.  Global 
perations  can  bring  new  chal- 
njifes — cultural,  technical, 
l  actical.  But  BT'"  makes  it 
noother  and  simpler,  because 
v've  been  there.  We  are  there, 
'ur  international  presence  is 


unmatched  by  any  other  com- 
munications company.  Tliat 
means  you  can  cross  conti- 
nents and  cultures  and  stay  in 
control.  No  matter  what  you 
choose  from  BT's  global  portfo- 
lio, BT  goes  further  for  you. 


Staying  Closer.  At  BT,  we 
make  it  our  business  to  know 
yours.  We  tailor  our  technology 
to  deliver  the  right  solutions  for 
you.  Your  investment  is 
future-proof,  with 
BT  as  your  partner. 


To  find  out  how,  call  for  our 
Going  F"urther,  Staying  Closer 
brochure.  1-800-872-7654 
in  the  U.S.,  or  1-800-874-7654 
in  Canada. 


Going  Further  Staying  Closer"' 


GLOBAL  NETWORK  SERVICES-",  FRAME  RELAY,  VIDEOCONFERENCING,  EDI,  ELECTRONIC  TRANSACTION  SERVICES,  MESSAGING, 
FINANCLf\L  TRADING  SYSTEMS,  AND  GLOBAL  NETWORK  OUTSOURCING  FROM  SYN(CRDIA'". 

'^British  Telecommunications  pic  1992 


ZS  EXECUTIVES  TO  WATCH 


ROBERT 

KAVNER 

This  accountant  has  more 
on  his  mind  than  numbers. 
Kavner  is  leading  AT&T 
toward  high  tech's  promised 
land  of  "personal  communi- 
cators" and  multimedia 
machines.  It's  bold,  risky 
stuff,  but  if  Kavner  is 
successful,  who  knows 
where  it  could  lead  him? 


It's  an  unlikely  image:  Robert  M. 
Kavner— in  blue  suit,  white  button- 
dowTi  shirt,  and  rep-stripe  tie— hobnob- 
bing with  the  twentysomething  em- 
ployees of  General  Magic  Inc.,  a 
California  software  startup  where  a 
rabbit  has  free  run  of  the  office.  Kav- 
ner, you  see.  works  for  American  Tele- 
phone &  Telegraph  Co.  And  if  he  looks 
like  an  accountant,  that's  because  he  is. 

Or  was.  These  days,  the  49-year-old 
executi\-e  is  the  unlikely  emissary  lead- 
ing AT&T  into  the  digital  age.  Kavner 
first  arri\-ed  at  AT&T  as  the  Coopers  & 
Lybrand  CPA  who  audited  the  phone 
giant's  books.  But  in  the  past  few 
years,  he  has  been  a  key  strategist  as 
AT&T  deh-es  into  the  world  where  com- 
puters, communications,  and  the  infor- 
mation industries  converge. 

Kavner  calls  that  convergence  "the 
ec}uivalent  of  the  Industrial  Revolu- 
tion." The  uphea\-al  is  still  amorphous, 
but  everyone  from  the  Baby  Bells  to 
cable  giant  Tele-Communications  Inc. 

0  is  rushing  for  the  lead  in  providing 
*    customers  access  to  information  any- 

1  time,  anx-where.  AT&T,  with  the  largest 


U.  S.  phone  network,  is  sure  to  play  a 
role.  "I  look  at  my  responsibility  as 
being  the  forward  scout,"  Ka\-ner  says. 

He  was  involved  in  such  headline- 
grabbing  deals  as  AT&T's  investment  in 
EO  Inc.,  a  joint  venture  developing 
"personal  communicators"— wireless, 
portable  de\'ices  designed  to  act  as  a 
phone,  fax,  and  computer.  He  also  led 
.AT&T  to  General  Magic,  which  is  writ- 
ing software  for  the  communicators, 
and  3D0  Co..  which  is  turning  TVs 
into  multimedia  machines  (page  961. 

It's  a  long  way  from  working-class 
Franklin  Square,  N. Y..  the  Long  Is- 
land town  where  Ka\'ner  grew  up.  He 
gi'aduated  from  Adelphi  University  in 
1965.  then  spent  18  years  at  Coopers  & 
Lybrand,  where  he  became  co-head  of 
the  firm's  technology  practice.  He 
joined  AT&T  as  chief  financial  officer 
nine  years  ago  and  later  headed  AT&T's 
computer  operation,  which  lost  billions 
before  Kavner  helped  engineer  an  es- 
cape: AT&T  took  over  .N'CR  Corp.,  jetti- 
soning its  own  computer  business,  and 
keeping  XCR's. 

Ka\Tier,  one  of  fi\'e  group  executives 


under  Chairman  Robert  E.  Allen,  sees 
devices  such  as  EO's  communicator  at 
crucial  to  AT&T's  future.  He  envisions 
an  executive  on  the  run  penning  a  not< 
on  the  gadget's  screen  and  sending  i1 
by  wireless  fax  to  a  colleague.  Heading 
for  the  airport,  the  executive  mighi 
look  up  a  flight  and  book  it  instantly 
The  data,  of  course,  would  flow  ovei 
AT&T's  network.  It's  bold  stuff,  anc 
Kavner  is  taking  chances  by  backing 
such  untested  technologies.  One  dexna 
he  championed.  AT&T's  VideoPhont 
2500,  was  panned  for  its  jerky,  gi-ain\ 
picture.  Some  experts  say  EO's  gizmc 
may  disappoint,  too. 

Whether  Kavner  will  be  there  tc 
see  it  all  unfold  is  another  question 
He  may  want  to  run  his  own  show 
Allen  is  years  away  from  retirement, 
and  Ka\Tier's  marketability  got  a  boost 
when  his  name  appeared  on  the  list 
of  candidates  to  run  IBM.  Kavner  in- 
sists he's  staying  put.  But  who  would 
have  imagined  the  former  accountant 
chasing  rabbits  in  Sihcon  Valley? 

By  Bart  Ziegler  in  Basking  Ridge, 
N.  J. 


88  THE  1993  BUSINESSWEEK  1000 


SoftwaieKin^ 


CA9()s 


when  it  comes  to  finding  tlie  right 
words,  nobody  does  it  better  than 
Hallmark  Cards. 

But  when  these  word  masters 
needed  help  handling  their  num- 
bers, where  did  they  turn? 

To  Computer  Associates  and 
their  Masterpiece®  line  of  financial 
management  software. 

"Masterpiece  has  been  crucial 
to  our  success  for  over 
ten  years,"  says  Andy 
Atherton,  Chief 
Accountant  of  Hallmark 
cards  Ltd.,  U.K.  "The  ^^^^Sf 
i  ntegrated  modules  ^''^  ^^^^ 

work  together  to  give  us  a  single, 
comprehensive  solution.  And  it's 
very  easy  to  tailor  Masterpiece  to 
meet  all  of  our  specific  needs." 

Atherton  is  so  pleased. 
Hallmark  is  a  beta  test  site  for  new 
versions  of  the  software.  "It's  great 
to  see  their  powerful  new  features- 
especially  the 
ones  I  recom- 
mended myself. 

"There's 
something  spe- 
cial about  CA's 
commitment  to 
R&D,"  he  adds. 
"They  don't  just 
spend  millions  of 
dollars;  they  spend  thousands  of 
hours  listening  to  what  thtir  clients 
want,  too." 

What's  the  best  way  to  sum  it 
all  up? 

"CA.  They  care  enough  to  deliver 
the  very  best." 

(Computer* 
/associates 

Software  superior  by  design. 

iQ  Computer  ,\ssociates  1  nteriiational ,  I nc.  One  Com puter 
Associates  Plaza,  Islandia,  NY  11 788-7000. 1-800  CUL  CAI. 
All  product  names  referenced  herein  are  trademarks  of  tlieir 
respective  companies. 


THE  KEY  TO  SUCCESS 
IN  AN  UNPREDICTABLE  MARKETPLACE 

AS  EXPRESSED 
BY  THE  VENUS  FLYTRAP 


Business  today  is  tickle.  Serving  tocias's  customers  means  reacting  with 
speed.  More  tiian  ever,  a  com[5any's  sustenance  depends  on  seizing  opijortuniiy 
at  a  moment's  notice.  Something  flifticult  to  do  when  your  business  now  operates 
on  a  streamlined  staff.  Olsten's  solution:  fle\ibilit\'. 

With  the  ^^^^^^^^^^^^^^^^^^^fl  system  \'OLir  company  can  think 
and  act  quickly.  Respond  to  developments.  Initiate  change.  How?  By  using  an 
immediately  available,  customized  staff  to  supplement  your  full-time  em|:)loyees.  This 
way  you're  able  to  snap  up  opportunities  when  you  see  them.  To  expand  and  contract 
as  needed.  To  grow  witli  minimum  risk.  As  a  result  your  company  is  continuously 
ready,  can  adapt  more  efficiently,  and  alwav's  maintains  a  competitive  edge. 

So  make  Olsten  your  partner  in  fle.\ibilii\'.  We'll  talk  with  you,  assess  your  needs, 
tlien  design  a  plan  that's  suited  to  \  ou.  Ask  about  our  Partnership  Program"''  ser\'ices. 
And  make  sure  success  is  always  within  \'our  grasp. 


CALL  1-800-225-8367 


staffing  Services 


THE      WORKING  SOLUTION 


25  EXECUTIVES  TO  WATCH 


f 

j 


JAMES  PUTE  ^  I 

Pennzoil's  CEO  inherited  a  huge  headache  from  his  predecessor,  Hugh  Liedtke,  who  won  a  $3  billion  | 
settlement  with  Texaco  over  the  1988  Getty  deal.  Now  it's  Pate's  job  to  resolve  some  of  Liedtke's 
problem  investments  as  well  as  Pennzoil's  high  debt,  skimpy  reserves — and  a  battle  with  the  IRS. 


It's  hard  to  believe  that  a  $3  l)inion 
windfall  could  contribute  so  mighti- 
ly to  a  chief  executive's  woes.  But 
that's  the  case  with  James  L.  Pate  of 
Pennzoil  Co. 

Here's  what  happened.  Thanks  to 
the  tenacity  of  Chairman  J.  Hugh 
Liedtke,  Pennzoil  collected  $3  billion 
from  Texaco  Inc.  in  1988  to  settle  its 
lawsuit  over  the  acquisition  of  Getty 
Oil  Co.  But  the  wily  Liedtke  didn't  do 
anything  so  simple  as  pay  out  fat  divi- 
dends to  shareholders.  Instead,  in  a 
complex  effort  to  defer  a  huge  tax  bill 
on  the  settlement,  Liedtke  spent  near- 
ly two  years  searching  for  oil-and-gas 
properties  to  buy— then  ended  up  pros- 
pecting on  the  stock  exchange. 

Pennzoil  bought  more  than  $2  bil- 
lion of  Chevron  Cor]),  shai'es,  prompt- 
ing a  Chevron  suit  charging  that  Liedt- 
ke was  masking  his  intention  to 
stampede  Chevron  into  a  restructur- 
ing. Meanwhile,  Pennzoil  continued  to 
report  mediocre  earnings  and  labored 
under  more  than  $2  billion  in  debt. 


Sorting  it  all  out  now  falls  to  Pate, 
since  Liedtke  has  relinciuished  day-to- 
day control.  Luckily  for  Pennzoil,  its 
CEO  is  a  hard-charger.  The  child  of  an 
illiterate  tenant  farmer,  Pate  recalls 
going  to  school  with  the  landlord's  kids 
and  feeling  like  a  "second-class  citizen." 
He  has  been  driven  ever  since  to  es- 
tablish first-class  credentials.  He 
climbed  from  teaching  economics  at 
Monmouth  College  in  Illinois  to  landing 
the  CEO's  job  at  Pennzoil  in  1990.  In 
between,  he  was  an  Assistant  Com- 
merce Secretary  in  the  Ford  Adminis- 
tr-ation  and  an  economist  at  the  Feder- 
al Reserve  Bank  of  Cleveland. 

Pate  has  already  made  consideral:)le 
progress  in  squeezing  a  higher  payoff 
out  of  the  Chevron  shares.  In  Octo- 
ber, Pennzoil  agreed  to  swap  nearly 
half  of  its  9.7%  stake  in  Chevron  for 
$1.1  billion  worth  of  Chevi'on's  domestic 
oil-and-gas  properties.  The  exchange 
should  more  than  doul)le  Pennzoil's  op- 
erating cash  flow,  to  $400  million.  And 
that  will  help  fimd  Pennzoil's  tardy  ex- 


ploration efforts  abroad.  The  compai 
hopes  to  develop  a  huge  oil  field 
Azerbaijan,  the  former  Soviet  republi 

Pate  has  also  gone  after  the  del 
To  raise  cash,  he  has  sold  some  o 
and-gas  properties  and  spun  off  oil-f 
ter  maker  Purolator  Products  Co.  Mo 
innovative  was  a  $403  million  new  i 
sue  of  less-expensive  debt  securitie 
which  are  convertible  into  some 
Pennzoil's  Chevron  stock. 

Is  it  enough?  Analysts  and  inve 
tors  are  still  fretting.  Prospecting 
the  former  Soviet  Union,  they  note, 
hai'dly  a  sure  bet.  Pennzoil's  sulfur  ai 
refining  operations  still  face  problem 
And  there's  the  potential  tax  hit  c 
the  Texaco  settlement— some  $800  m 
lion,  including  interest.  The  IRS  h; 
yet  to  rule  on  the  issue.  Pennzoil  i 
sists  its  case  is  sound,  but  a  settl 
ment  is  possible.  Liedtke  created  son 
headaches  with  his  $3  billion.  But 
Pate  straightens  it  out,  maybe  he  ci| 
stop  trying  so  hard  to  prove  himself; 

By  Wendy  Zellner  in  Houstr 
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Canon  plain  paper  fax  is*l 
for  one  more  reason... 


Now  save  up  to  $1,000  when  you  trade  up  to 
the  leader  in  plain  paper  fax. 


Year  after  year,  Canon  has  been  the  leader  in 
plain  paper  fax  technology  Our  exclusive  image 
processing  and  laser  printing  technology  allow  you 
to  send  and  receive  better 
looking  faxes  while  a  super- 
fast  six  second  transmission 
speed  saves  you  money  on 
long-distance  phone  charges. 
And  Canons  recyclable, 
all-in-one  supply  cartridge  makes  changing  the 
supplies  a  breeze. 

Now  you  have  the  best  reason  to  trade  up 


to  a  Laser  Class'"  fax  from  Canon.  From  now  until 
June  30, 1993, you  can  trade  in  your  old  fax  and  receive 
up  to  $1,000  towards  a  Laser  Class  fax.*  Your  trade-in 
allowance  is  deducted  from  the  suggested  list  price 
of  the  model  you  select. 

We  also  make  choosing  the  right  Canon  FAX  easy 
Simply  call  1-800-OK-CANON  and  we'll  send  you 
a  Fax  Decision  Makers  Kit  plus  the  name  of  the  Canon 
dealer  nearest  you.  If  you  need  it  fast,  we'll  even  fax 
product  information  to  you. 

If  your  business  is  #1  to  you,  you  need  to  have  the 
#1  plain  paper  fax. 


1 


FAX-Liao 


FAX-L77S 


¥AX-L7HS 


FAX-L79() 


Enpy  easy  extended  payments  with  the  Canon  Credit  Card  Ask  lor  details  at 
participating  Canon  dealers  Available  only  in  U  S 
ade  in  allowance  vanes  based  on  the  model  you  purchase  Otter  applies  to  our  Laser  Class  FAX-L700,  FAX-L775.  FAX-L785  and  FAX-L790  only 
'er  available  through  participating  Canon  authorized  dealers  only,  from  January  4  through  June  30. 1993  Local  dealer  prices  may  vary 


Canon 


IF  YOU  THINK  HIGH  TECHNOLOGY  REQUIRES  INNOVATION 
IMAGINE  INSURING  IT.  Advanced  scientific  disciplines  like  solar  cell  technology  and  genei 
engineering  are  exploding  with  possibilities.  And  fraught  with  hidden  risks.  The  professionals  at  AIG  Companies  wl 
underwrite  these  and  other  specialty  risks  possess  a  much- sought-after  talent:  the  ability  to  evaluate  the  unknown  ar 


i:ssess  businesses  on  the  cutting  edge  of  technology.  Over  the  gears  we've  developed  the  necessary  rational  skills  and 
ituitive  talents  to  a  degree  most  others  have  not.  It's  part  oj whyAlG  is  a  global  organization  knownjor  its  innovative 
isurance  solutions.  Particularly  when  dealing  with  endeavors  as  complex  as  capturing  the  energy  oJ  the  sun. 

WORLD  LEADERS  IIV  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York.  NY  10270. 


25  EXECUTIVES  TO  WJITCH 


TRIP 
HAWKINS 

Creating  a  new  electronics 
standard  for  multimedia  is 
Hawkins'  dream.  So  he 
formed  3D0  and  lined  up 
some  heavy-hitting  part- 
ners to  help  him  market  the 
Interactive  Multiplayer — a 
multimedia  dream  machine. 
Now  all  he  needs  is  alluring 
software  and  lots  of  users. 


The  hottest  topic  in  high  tech  these 
days  is  "multimedia"— the  meld- 
ing of  computer,  video,  and  communica- 
tions technologies  to  create  new  forms 
of  entertainment  and  fresh  ways  to 
educate.  Its  promise  has  been  hailed 
from  IBM  to  Warner  studios.  But 
there's  one  big  problem:  Nobody  really 
knows  how  to  make  it  sell. 

Enter  William  M.  "Trip"  Hawkins 
III,  the  39-year-old  founder  and  for- 
mer CEO  of  Electronic  Arts,  a  comput- 
er-game software  company  in  San  Ma- 
teo, Calif.  Hawkins  left  his  company 
in  late  1990  I  he's  still  chairman!  to  de- 
vote himself  to  a  new  outfit  called  .'3D0 
Co.  His  goal:  to  create  a  new  electron- 
ics standard  for  multimedia,  just  as 
VHS  became  the  standard  for  video- 
cassette  recorders. 

3D0  has  designed  a  $700  box  called 
the  Interactive  Multiplayer— a  home- 
entertainment  machine  with  a  comput- 
er's brain.  Like  a  PC,  the  Multiplayer 
contains  a  powerful  microprocessor. 
I    And  it  has  special  chips  and  software 
I    to  give  it  better  graphics  capabilities 
X    than  any  home  computer  on  the  mar- 


ket. Not  only  can  it  play  video  games 
but  it  can  also  run  sophisticated  CD- 
ROM  programs  with  educational  appeal. 
Moreover,  it  has  the  potential  to  funnel 
interactive  cable  T\'  and  movies  into 
your  home. 

But  Hawkins'  vision  doesn't  stop 
there.  He's  angling  to  make  the  Multi- 
pla\'er  the  industry  standard— the  tech- 
nological platfoiTn  copied  by  other  man- 
ufacturers, accepted  by  those  who 
write  multimedia  software,  and  em- 
braced by  cable  companies  as  a  win- 
dow into  the  home.  In  a  one-man  cru- 
sade, he  has  wooed  140  software 
companies  to  produce  progi'ams  for  it. 
And  he  has  assembled  a  list  of  big 
partners  to  give  the  machine  market 
clout.  Cable  giant  Time  \\'arner,  consu- 
mer-electronics power  Matsushita  Elec- 
tric, and  phone  giant  AT<tT  ha\-e  ponied 
up  most  of  3D0's  $20  million  in  capital. 
AT&T  and  Matsushita  have  licenses  to 
build  the  machines. 

The  big  question— especially  for  in- 
vestors—is whether  it  will  catch  on. 
Hawkins  has  registered  an  initial  pub- 
lic offering  to  raise  $22  million  to 


launch  the  machine  this  October,  anc 
he  hopes  to  ha\-e  7b  programs  ready  t( 
lure  users— including  a  game  based  or 
Jurassic  Park,  Stephen  Spielberg's  nev 
movie.  If  the  software  is  compelling 
and  Hawkins'  big  industrial  partner: 
push  hard  enough,  the  Multiplayei 
could  open  up  the  mai'ket.  Says  analys 
Lee  S.  Isgur  of  San  Francisco's  Volpe 
Welty  &  Co.:  "It's  got  a  50-50  chance  o 
becoming  a  major  success." 

Others,  including  Fujitsu,  Philips 
and  Commodore  International.  hav( 
tried  and  stalled  with  similarly  pricec 
"multimedia"  computers.  The  problem 
a  lack  of  alluring  software.  While  Haw 
kins,  a  Stanford  MBA  and  Apple  Com 
puter  vet.  may  have  the  ties  to  scan 
up  more  interesting  applications,  h( 
admits  the  machine  has  to  get  off  to  : 
flying  start.  "It  became  clear  an  indus 
try  standard  wasn't  going  to  happen  al 
by  itself,"  he  says.  But  until  the  ma 
chines  and  software  arrive  this  fall 
there's  no  telling  if  the  Multiplayei 
will  become  the  next  VHS  or  just  an 
other  Betamax. 

Bf/  Richard  Brandt  in  San  Francisc( 
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STRUCTURE    WITH  A 


SOLID  FOUNDATION 


isn't     Ravaged  by 


TIME 


But  enhanced. 


55  Years  experience.  More  than  $60  billion  in  FIXED  INCOME  and  EQUITIES.  A  presence  in  GLOBAL 
MONEY  MANAGEMENT  -  with  offices  in  LONDON,  TOKYO  and  BOSTON.  2.4  million  INDIVIDUAL  IN- 
VESTORS. Over  200  major  INSTITUTIONAL  CLIENTS.  And  for  decades,  a  REPUTATION  for  offering  the 
best  service  in  MONEY  MANAGEMENT.  Quite  an  IMPRESSIVE  collection  of  fads  and  figures.  But  EVEN 
MORE  impressive  when  ADDED  TOGETHER.  The  accumulated  result  is  a  SOLID  FOUNDATION  on  which 
YOU  and  YOUR  ASSETS  can  GROW.  YEAR,  after  YEAR,  after  YEAR. 

A     T  I  M  E  -  H  O  N  O  R  E  D     T  R  A  D  1   I   I  O  N      IN      MONEY     M  A  N  ,\  t;  E  M  E  N  T 

PUTXAM 

INVESTMENTS 


BOSTON-LONDON-TOKYO 
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25  EXECUTIVES  TO  WATCH 


CHAHLES 
WANG 

For  now,  software  maker 
Computer  Associates  is 
riding  high.  But  Chairman 
Wang  knows  that  CA's  ties 
to  IBM  mainframes  could 
lead  to  a  fall.  So  he  wants 
to  diversify  with  more  prod- 
ucts for  minis  and  PCs.  That 
will  probably  put  CA  back 
on  the  acquisition  trail. 


Charles  B.  Wang  values  stability, 
comfort,  and  safety.  So  when  the 
chairman  of  Computer  Associates 
International  Inc.  moved  his  sfiant  soft- 
ware company  to  a  new  headquarters 
last  year,  he  made  sure  it  featured  a 
health  club,  high-tech  security,  free 
breakfast,  and  a  huge  day-care  center. 
A  new  father  himself,  the  48-year-old 
Wang  (pronoimced  Wong\  doesnt  think 
the  1.200  employees  who  work  at  the 
complex  should  have  any  unnecessary 
worries.  "Ex  ernhing  is  here  for  them." 
he  says. 

Trouble  is.  the  software  business  is 
anything  but  secure  these  days— espe- 
cially for  CA.  the  No.  2  software  maker 
behind  Microsoft  Corp.  Wang's  compa- 
ny depends  hea\ih'  on  selling  programs 
for  IBM  mainframes,  which  are  increas- 
ingly being  replaced  by  networks  of 
minicomputers  and  PCs.  Wang  is  one  of 
the  few  indtistry  executi\-es  who  sharp- 
ly disagrees  with  Big  Blues  risky  plans 
to  split  its  business  into  autonomous 
units.  It's  likely  the  move  will  further 
erode  the  mainframe  market  as  IBM 
gets  aggressive  in  other  markets. 


Wang  prefers  gradual  evolution  to 
radical  change.  So  his  plan  for  CA  is  to 
carefully  di\"ersif>".  Mainframe  software 
now  accounts  for  TSVc  of  CA's  S1.5  bil- 
lion in  sales,  with  only  10%  from  PC 
packages  and  b%  from  minicomputer 
programs.  Wang  wants  an  even  mix. 

A  native  of  Shanghai.  \\'ang's  family 
emigrated  to  Queens,  N'.Y..  when  he 
was  8.  His  father  became  a  law  ;  :•  - 
sor  at  St.  .John's  Universit\\  Aiu-r  at- 
tending the  City  University  of  New 
York's  Queens  College,  the  budding 
programmer  began  selling  mainframe 
programs  l)y  phone  for  a  Swiss  compa- 
ny called  Computer  Associates.  By 
1980.  Wang  and  his  brother  Anthony 
had  done  well  enough  to  buy  out  the 
parent,  and  over  the  next  10  years, 
they  cast  their  lot  with  the  IBM  main- 
frame. They  purchased  some  50  soft- 
ware companies,  including  many  of 
their  largest  competitors  in  mainframe 
software.  Anthony  retired  last  year. 

With  mainframes  in  decline,  most 
analysts  expect  Wang  to  di\'ersify  by 
hitting  the  acquisition  trail  again.  Often 
he  buvs  with  stock,  not  cash.  And  com- 


ing off  a  record  quarter  of  S80  mallio 
in  profits  on  §502  million  in  revenue: 
CA's  stock  is  trading  at  an  all-tim 
high.  All  this  is  fueling  speculation  o 
Wall  Street.  Montgomery  Securitit 
analyst  Betty  L\ter  attributes  a  smal 
early  March  runup  in  Borland  Inte 
national  Inc.'s  stock  to  persistent  n 
mors  that  CA  is  eyeing  the  trouble 
PC  software  maker. 

Wang  won't  comment  on  acquis 
tions,  except  to  say  that  they  will  coi 
tinue  to  be  a  big  part  of  CA's  strateg; 
He  likes  to  stress  that  CA  also  depenc 
on  its  own  staff  of  nearly  2,000  pr( 
grammers.  A  key  internal  growth  oj 
portunity.  he  says,  is  the  creation  ( 
system  management  tools  for  so-calle 
client-server  networks— strings  of  PC 
controlled  by  a  powerful  hub  com.pute 
They  need  programs  that  back  up  dat 
files,  block  security  breaches,  and  pn 
vent  system  crashes.  Networks  have  t 
be  secure.  Wang  says.  But  if  he  want 
the  same  assurance  for  CA,  he  ma 
need  to  diversifj-  swiftly. 

By  Evan  I.  Schicartz  in  Islandu 
X.  Y. 
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'To  Attract  Business, 
You  Ve  Got  To  Think  Like  One.' 


P.WeickerJr. 


Connecticut  wants  your  business.  You've  told  us  what  you  need.  We've  got 
it  —  and  then  some. 

First,  we've  put  our  fiscal  house  in  order  and  balanced  our  budget.  And  we 
did  it  with  an  equitable  tax  structure,  not  by  breaking  the  back  of  business. 

Next,  our  legislature  passed  one  of  the  most  aggressive  business  incentive 
packages  in  the  country,  including  a  billion-dollar  loan  and  loan-guarantee  program. 

We  have  one  of  America's  most  highly  skilled  work  forces.  They've  worked 
on  everything  from  jet  engines  and  biotechnology  to  MIS  systems  for  financial  giants. 

You  want  to  become  more  globally  competitive.  Connecticut  is  America's 
number-one  state  for  export-related  manufacturing  jobs. 

We've  invested  $Z5  billion  in  highways,  airports  and 
ports.  You  can  capitalize  on  a  high-speed  fiber-optic  telecommu- 
nications network. 

We'll  show  you  fully  developed,  prezoned  industrial 
parks  in  prime  locations.  Call  our  Department  of  Economic  """^ 
Development  at  1-800-392-2122  for  a  free  CONNECTICUT 
brochure.  You'll  like  the  way  we  think.  The  State  That  Thinks  Like  A  Business. 


15  Executives  TO  WiTCH 


IIIVE 

VIN€ENT 

Biogen  was  nearly  out  of 
control  when  Vincent  took 
over  the  biotech  startup  in 
1985.  Now,  thanks  to  some 
impressive  drugs,  sold  by 
big-company  licensees, 
Biogen  is  raking  it  in.  But, 
all  is  not  well:  It  faces 
threats  from  rivals.  Wall 
Street,  and  the  Clintons. 


fames  L.  Vincent  is  quite  the  engi- 
neer—just check  out  the  basement 
of  his  home  in  suburban  Boston.  That's 
where  the  54-year-old  chairman  of  Bio- 
gen Inc.  runs  an  elaborate  600-square- 
foot  model  railroad,  complete  with  top- 
of-the-line,  large-scale  German  trains. 

Of  course,  it's  the  model  biotech 
company  run  by  Vincent  that  takes  up 
most  of  his  time.  In  a  business  where 
I^rofits  are  often  as  elusive  as  the  cure 
for  the  common  cold,  Biogen  can  boast 
of  not  one,  but  two  blockbusters— a 
hepatitis  B  vaccine  and  an  antivi- 
ral/anticancer  agent  called  alpha  inter- 
feron, both  of  which  are  licensed  to 
big  drug  companies  for  marketing. 
Last  September,  Vincent  reported  that 
combined  sales  of  alpha  interferon  and 
a  few  other  products  were  skyrocket- 
ing from  $600  million  in  1991  to  more 
than  $1  billion  last  year.  "I  tried  to 
caution  people  that  the  sales  spike  will 
level  off  by  the  middle  of  the  decade," 
Vincent  says. 

Sure,  but  10%  royalties  still  translate 
into  $100  million  or  more  flowing  into 
Biogen's  coffei-s  annuallj'.  The  windfall 


means  that  Biogen  should  be  able  to 
bankroll  development  of  more  drugs 
without  resorting  to  further  licensing 
deals  or  diluting  the  stock  with  more 
equity  offerings. 

Vincent  wants  to  shepherd  the  roy- 
alties wisely,  since  he  knows  how  fast 
a  biotech  company  gone  awry  can  bui'n 
money.  When  he  arrived  at  the  Cam- 
bridge (Mass.)  company  in  1985,  it  was 
almost  out  of  control.  As  one  of 
biotech's  first  big  startups,  Biogen  had 
blithely  plunged  into  more  projects 
than  it  could  handle,  in  areas  ranging 
from  agriculture  to  mining. 

Vincent  was  just  the  man  for  a  fix-it 
job.  A  mechanical  engineer  and  Whar- 
ton School  MBA,  he  earned  his  stripes 
turning  small  liusinesses  into  big  ones, 
including  a  $600  million  diagnostics  unit 
at  Abbott  Laboratories  and  units  at 
AlliedSignal  Inc.  and  Texas  Instru- 
ments Inc.  When  the  stocky,  blunt- 
spoken  former  college  shot-putter  ar- 
rived, he  moved  fast.  He  sold  off  a 
major  laboratory  in  Geneva,  Switzer- 
land, and  trimmed  numerous  key  proj- 
ects. Vincent  did,  however,  stick  with 


research  on  CD4,  an  AIDS  drug  th; 
Biogen  spent  $60  million  developir 
only  to  realize  it  just  wouldn't  work. 

CD4  was  a  major  setback,  but  oth( 
drugs  still  have  plenty  of  potentis 
One  is  Hirulog,  an  anticoagulant  d 
rived  from  leeches  that  seems  to  1 
safer  and  more  effective  than  Hepari 
a  rival  now  on  the  market.  The 
there's  beta  interferon,  being  teste 
for  use  against  multiple  sclerosis  an 
some  forms  of  hepatitis. 

Biogen's  promise  hasn't  protecte 
its  stock  from  Wall  Street's  gener. 
pummeling  of  biotech  and  drug  issue 
Possible  price  controls  from  Washinj 
ton  make  investors  jittery.  And  Wa 
Street  also  knows  that  Biogen  is  in 
race  with  Ciba-Geigy  Corp.,  which  hi 
an  anticoagulant  in  the  works,  not  { 
mention  Chiron  Corp.,  which  is  makir 
big  strides  with  its  version  of  bet 
interferon.  Those  are  real  risks,  bi 
with  the  help  of  those  handsome  roya 
ties,  Vincent  is  one  engineer  who 
confident  he  won't  be  derailed. 

By  Geoffrey  Smith  hi  Carnbridg 
Mass. 
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iFrom  Totally  Elegant 


\ 


To  Extra  Crude 


We  don't  make  a  lot  of  the  products  you  buy. 
We  make  a  lot  of  the  products  you  buy  better. 


"rom  the  most  beautiful  clothing  on  earth  to  the 
ichest  discoveries  beneath  it,  BASF  is  helping  to 
nake  it  happen. 

)ur  textile  fibers  make  fabrics  softer  and  more 
nanageable.  They  make  whiter  whites  and  more 
:;olorful  colors. 


5  7992  SASP  Corfxiration. 


BASF  energy  products  help  support  crude  oil 
production  by  preventing  corrosion  and  enabling 
drilling  to  depths  as  great  as  three  miles. 

For  a  free  booklet  describing  what  BASF  is  into 
these  days  call  1-800-669-2273.  We  help  make  the 
products  you  buy  better  in  some  beautiful  ways. 


BASF 


ISEXECDTIVESTOWfiTCH 


ROBEMT 
DEMHilM 

The  job  of  steadying  scan- 
dal-plagued Salomon  Inc. 
isn't  over  yet.  Keeping 
Salomon's  rowdy  traders  in 
check  now  falls  to  the  soft- 
spoken  Denham,  who  was 
Warren  Buffett's  attorney. 
With  a  $700  million  stake 
in  Salomon,  Buffett  is  sure 
to  be  watching  closely. 


In  1980,  when  RoVjert  E.  Denham 
was  a  Los  Angeles  lawyer,  he 
moved  his  wife  and  two  kids  to  An- 
chorage, Alaska.  His  firm,  Munger, 
Tolles  &  Olson,  gave  one-year  sabbati- 
cals, and  his  was  spent  helping  a  Na- 
tive American  corporation  invest  the 
royalties  from  its  natural  resource  hold- 
ings. Denham  had  fun,  but  Alaska  is 
Alaska.  He  recalls  politely  that  meet- 
ings were  often  wild  and  wooly. 

What  could  be  better  training  for 
Denham's  current  job:  reining  in  a 
rowdy  bunch  of  traders  as  chairman 
of  Salomon  Inc.  Denham  has  picked 
up  where  investor  Warren  E.  Buffett 
left  off— trying  to  rebuild  the  scandal- 
ridden  investment  bank.  Buffett  re- 
placed .John  H.  Gutfreund  as  CEO  in 
1991,  in  the  wake  of  Salomon's  bond- 
auction  rigging  fiasco.  He  helped  rees- 
tablish the  firm's  integrity,  but  it  falls 
to  Denham,  Buffett's  handpicked  suc- 
cessor, to  keep  Salomon  on  the  straight 
and  narrow, 
o  "The  main  challenge."  says  the  47- 
^  year-old  Denham,  "is  to  keep  the  com- 
?    pany  focused  on  making  money  for 
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shareholders,  not  simply  for  the  man- 
agers." Buffett,  who  still  owns  $700 
million  in  convertible-preferred  stock, 
couldn't  have  said  it  better  himself.  So 
far,  though,  Denham  has  had  mixed 
results.  Salomon's  stock  has  risen  from 
34  to  41  since  he  took  over  in  .June, 
1992.  But  earnings  have  been  on  a  roll- 
er coaster.  On  Mar.  4,  Salomon  suf- 
fered a  $2.50  million  trading  loss,  shav- 
ing $2  off  the  stock  price  in  a 
heartbeat. 

Denham  can  hardly  turn  his  back 
on  trading— much  of  Salomon's  $1.2  bil- 
lion in  pretax  profit  last  year  came 
from  the  firm's  proprietary  trading  ac- 
tivities. The  trick  will  be  keeping  a 
check  on  al;)uses  without  crimping  prof- 
its from  big  traders.  Denham  would 
like  to  strike  a  balance.  On  one  hand, 
he  has  charged  Deryck  C.  Maughan, 
CEO  of  Salomon's  banking  unit,  with 
beefing  up  nontrading  activities.  Ec}- 
uity  underwriting,  for  instance,  is  still 
reeling  from  the  Treasury  scandal.  On 
the  other,  he  has  absorbed  a  $149  mil- 
lion charge  to  shed  assets  and  refocus 
Salomon's  Phibro  Energy  Inc.  unit 


exclusively  on  trading  in  crude-oi^ 
Denham  is  an  unlikely  choice  t 
head  a  rough-and-tuml)le  trading  hous 
such  as  Salomon.  A  soft-spoken  Califoi 
nian,  his  main  qualification  is  19  year 
as  Buffett's  lawyer.  A  Harvard  lav 
gi"ad  and  active  Democrat,  he  server 
as  Salomon's  chief  counsel  during  th 
Treasury  scandal  and  helped  negotiat 
the  firm's  $290  million  settlement  wit' 
the  Securities  &  Exchange  Commis 
sion.  Denham  is  popular  among  Wash 
ington  regulators  and  makes  the  mos 
of  his  ties  to  the  new  Administratior 
Over  New  Year's  he  attended  "Renais 
sance  Weekend"  with  First  Couple  Bi. 
and  Hillary. 

Buffett  has  defined  Denham's  rol 
as  a  detached,  part-time  leader.  Al 
ready  he  has  taken  on  some  outsid 
legal  assignments,  with  plans  for  mor^ 
as  the  job  eases  up.  "Over  the  nex 
year  or  two,  this  may  be  about  two 
thirds  of  my  time,"  he  says  hopefullj 
For  now,  though,  Denham  will  keep  ; 
close  eye  on  his  newest  charge.  Sale 
mon  is  not  out  of  the  woods  yet. 
By  Leah  Nathans  Spiro  in  New  Yor, 


DOUGLAS  IVESTER  6t  JOHN  HUNTER 

No  wonder  they're  smiling:  Coke's  new  principal  operating  officers  have  the  whole  world  in 

their  hands — Ivester  gets  North  America  and  Hunter  gets  the  rest.  But  will  either  claim 

the  grand  prize  and  become  heir  apparent  to  Coke's  chairman,  the  unpredictable  Roberto  Goizueta? 


Top-level  executive  shuffles  at 
Coca-Cola  Co.  are  rare.  They  usu- 
ally draw  more  than  their  share  of  at- 
iention.  But  when  President  Donald 
\i.  Keough  announced  his  retirement  in 
-  February,  Coke  Chairman  Roberto  C. 
(loizueta  only  added  to  the  drama 
when  he  chose  not  to  name  a  succes- 
sor. Instead,  he  split  Keough's  job  in 
two  by  naming  M.  Douglas  Ivester, 
It),  and  John  Hunter,  55,  as  principal 
operating  officers.  Ivester  is  respon- 
is-jj  sible  for  North  America,  Hunter  the 
rest  of  the  world. 

The  question  is:  Who  will  emerge 
lie  as  Goizueta's  heir  apparent?  The  chair- 
y-  man  himself  seems  intent  on  muddying 
de  the  waters.  Goizueta,  who  says  he's 
ire  grooming  a  half-dozen  other  Coke  exec- 
ixt ;  utives,  insists  it's  not  simply  a  two- 
li  1  person  race.  Besides,  he  appears  in  no 
ly.  I  hurry  to  leave.  "I'm  only  61,"  he  says. 
)i  "I  have  no  idea  if  I'll  retire  at  65." 
lo  That  hasn't  stopped  almost  every- 
'  body  in  the  business  from  laying  odds. 
V:  The  morning-line  favorite  is  Ivester, 


assuming  he  finds  a  way  to  bolster  do- 
mestic soft-drink  profits  and  sales.  U.  S. 
volume-22%  of  Coke's  $13.1  billion  in 
worldwide  sales— grew  a  subpar  2% 
last  year  as  consumer  ardor  for  colas 
cooled.  Worse  yet.  Coke  has  an  image 
problem  vs.  archrival  Pepsi  when  it 
comes  to  youthful  customers.  Coke  is 
fighting  back  with  new  ads.  But  Ivest- 
er—and  Hunter— can  bet  the  board  is 
watching. 

The  two  have  disparate  skills.  Ivest- 
er, who  grew  up  50  miles  north  of  At- 
lanta, graduated  from  the  University  of 
Georgia  and  started  as  an  accountant 
with  what  was  then  Ernst  &  Whin- 
ney.  In  1979,  he  joined  Coke's  finance 
side  and  eventually  played  a  key  role 
in  the  company's  profitable  sale  of  Co- 
lumbia Pictures.  ("He  improved  my 
very  good  idea,"  Goizueta  says.)  He 
then  ran  Coke's  European  Community 
group  for  a  year  before  returning  to 
Atlanta  in  1990  to  head  the  U.  S.  unit. 

Hunter  is  a  native  Australian  who 
cut  his  teeth  working  for  Asian  adver- 


tising firms.  He  joined  Coke  in  1967 
as  an  ad  manager  and  worked  in  Indo- 
nesia, Hong  Kong,  and  Sydney  before 
coming  to  Atlanta  in  1989  to  head  the 
Pacific  Group.  His  kids  share  his  wan- 
derlust: He  has  a  son  in  Sydney  and 
daughters  in  England  and  Atlanta. 

Goizueta  is  asking  both  executives  to 
stretch.  For  instance,  he  assigned  Peter 
Sealey,  Coke's  glol)al  ad  chief,  to  report 
to  finance-whiz  Ivester.  And  Hunter, 
the  international  marketer,  will  oversee 
finances  of  a  multibillion-dollar  foray 
into  Eastern  Europe,  China,  and  other 
emerging  markets.  Whoever  gets  the 
top  job,  however,  will  have  a  single 
focus:  soft  drinks.  Since  1981,  Goizueta 
has  abandoned  the  wine  business  and 
sold  off  a  water-purification  unit,  not  to 
mention  buying  and  selling  Columbia 
Pictures.  Wall  Street  has  reacted  with 
a  compounded  29%  yearly  rise  in  Coke 
stock  during  the  Goizueta  years.  Who 
will  get  a  chance  to  keep  the  momen- 
tum going?  The  race  is  on. 

By  Chuck  Hawkins  in  Atlanta 
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Why  cater  to  the  privileged  few  when  you 
could  cater  to  the  privileged  many? 


VISA 


There's  a  widespread  myth  in 
the  merchant  community.  It 


says  that  if  you  want  to  attract  affluent 
customers,  you  must  accept  and  promote 
the  American  Express  card. 

As  with  a  lot  of  other  myths,  the  accu- 
racy of  this  assumption  is  open  to  ques- 
tion. Especially  if  you  know  about  Visa.® 

Now,  don't  get  us  wrong.  AmEx  has  a 
splendid  card.  They  can  offer  you  about  35 
million  customers.  (Of  course.  Visa  can 
offer  you  about  286  million.) 

And  AmEx  can  promise  you  a  lot  of 
gold  cardholders.  (Of 
course,  Visa  can  promise 
you  5  million  more.) 

And  AmEx  can  deliver    Five  million  more 

gold  cardholders. 

a  ton  of  households  with  incomes  over 
^•^'"^'^      $50,000.  (Of  course,  Visa  can 


are  she  has 
a  Visa  card. 


deliver  three  tons  of  the 
same  coveted  cargo.) 

And  many  of  your 
customers  prefer  to  use 


AmEx  for  their  personal  travel- 
and-entertainment  expenses. 
(Of  course,  three  times  more  of 
them  prefer  to  use  Visa.) 

But  still...is  it  really  fair  to  SS^JIE 
assume  that  American  Express  has  a  lock 
on  the  ""^^^^S^^^^  privileged 
few?     Nv  /     Well,  yes. 

As  long  as  you  emphasize 


the  word  few.    we  just  plain  bring  you 

an  awful  lot  of  customers. 

Because  the  fact  is  that  Visa  can  bring 
you  more  customers — more  affluent  cus- 
tomers, more  wealthy  customers,  and  more 
incredibly  rich  customers — than  AmEx 
can  in  their  wildest  statistical  dreams. 

And  that,  we  hasten  to  add,  can  mean 
considerably  more  profit  for  your  business. 

Would  you  like  to  know  more  about  how 
you  can  tap  into  that  profit?  Then  call  us  at 
l-800-VISA-311,ext.30. 

Maybe,  between  the  two  of  us,  we  can 
start  a  new  myth.  Only  this 
time  it'll  be  true. 


VISA 


"When  It's  My  Own 
Good  Idea,  I  Deserve 
to  Save  Money." 

That's  Why  I  Switched  to  Fidelity  Brokerage 


Wlien  brokers  give  you  good  advice,  then  they  tnily  earn 
their  commissions.  But  why  would  you  have  to  pay  up  to 
76%'  more  to  buy  a  stock  that  you  found  in  the  first  place? 
With  Fidelity  Brolierage,  you  caii  save  on  commis- 
sions iuid  put  more  of  your  money  to  work  for  your  good 
investment  ideiLs. 

And  now,  Fidelity's  commitment  to  helping  retirement 
investors  means  even  more  for  brokerage  customers.  If  you 
make  two  or  more  trades  annually,  we  will  waive  the 
account  maintenance  fee  on  your  Fidelity  IRA  or 
Keogh.' 

And  with  Fidelity  On-line  Xpress^"  you  can  save  an  ad- 
ditional 10%  on  your  stock  and  option  trades.  FOX  can 

tiike  you  where  no  finiuicial  software  ever  has  before:  right  to 
the  floor  of  the  exchiinges  via  Fidelity's  computer  system 
with  no  monthly  fees  or  on-line  charges.  Ciill  todiiy  for 
more  detiiils  and  a  free  fact  kit,  and  start  finding  out  why 
Fidefity  Brokerage  meiuis  a  better  value  for  today's  investor. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 
Fitlelity  Investments^ 

^  Discouni  Brokerage 

Common  sense.  Vncommon  results. 

**Margin  rates  effective  xs  of  jaiuiarv  4,  1993-  '7(i%  savings  based  on  October  I W2  suney  of  full-cost  broilers.  Mininuini  commission  $38.  This  waiver  is 
b;Lsed  on  trades  from  November  I  through  October  3 1  and  applies  whether  you  make  two  or  more  trades  in  one  retirement  account  in  your  name  or  one 
trade  in  each  of  two  retirement  accounts  in  your  name.  The  waiver  {)nly  applies  to  FBSI  customers  who  have  a  Fidelity  prototype  retirement  plan  with  an 
FDIC  insured  custodian/trustee.  Trades  with  Fidelity  funds,  non-Fidelity  funds,  and  limited  partnerships  are  not  included  in  this  offer.  FOX  orders  for  your 
accounts )  are  subject  to  trading  and  account  re(|uirements.  Telephone  charges  may  apply.  FOX  hardware  requirements  include  an  IBM  or  compatible 
system  with  hard  disk  drive,  free  space  of  at  least  3  Mb,  Haves  "  or  compatible  modem.  (wOk  internal  memory.  Color  graphics  and  mouse  optional,  Fidehty 
Brokerage  Sen  ices,  inc.,  161  Devonshire  Street,  Boston,  MA  021 10.  Member  NYSE,  SIPC.  '  CODE:  BW/PLU/040293 


At  Fidelity  You'll  Find 

Big  Commission  Savings- 

And  That's  Just  The  Start 

tOOSIiares      500  Shares  Margin 

®$50           @$30        Rates' • 

Fidelity 

$54         $1 26  6V4% 

Merrill  Lynch 

$100          $293  7i/b% 

Shearson 

$107          $316  71/8% 

Fidelity 

$46-53  $167-190  Va% 

Saves  You... 

-O  and  05/2  are  trademarks  o'  iBM  CofO  Mac  is  a  Uadernark  oi  Apple  Compute  inc 


jst  a  buzzword? 

in  work:  paying  big  dividends — in  happier  users  and 
apsin  performance — often  from  existing  equipment. 

So  is  client/server  the  private  turf  of  a  partic- 
:ar  vendor?  Or  operating  system?  Or  server  arehitee- 
ire?  Of  course  not.  Cross-platform  experience  is 
isential  to  client/server,  and  that's  where  IBM  can 
elp  you,  probably  better  than  anvone. 

Look  at  any  IBM  product  line  and  you'll  see 
ient/server  written  all  over  it.  From  PS/2  "s  to 
S/400"s  to  F^S/9(JU0™s,  we've  opened  our  systems  to 
jch  other  and  to  standards  shared  by  other  vendors. 

For  example,  at  ICOS  Corp..  a  Seattle  biophar- 
laceutical  company,  we  built  a  system  of  Mac's  and 


PS/2s  connected  through  Ethernet  and  1bken-Ring  to 
an  IBM  RISC  System/6000™  server.  The  system  meets 
everyone's  needs,  from  DNA  analvsts  to  bookkeepers. 

CIGNA's  Direct  Marketing  Division  uses  PS/2s 
tied  to  local  OS/2®  servers  and  mainframes.  The  applica- 
tion runs  cooperativelv  across  all  platforms,  data  is  stored 
in  LAN  and  host  servers,  and  PS/2s  displav  (^l  I  screens. 

In  both  cases,  users  are  experiencing  new 
levels  of  productivitv.  But  the  one  thing  thev  never  see 
is  their  systems'  complexity. 

To  learn  more,  see  an  IBM    -—  ^1:3® 

marketing  rej).  Or.  to  have  one  call  z 
you,  call  I  800  IBM-6676,  ext.  770.  = 
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THE  BUSINESS  WEEK  1000 


How  TO  PUT 
THE  NUMBERS  TO 
WORK  FOR  YOU 


The  moment  of  truth  is  at  hand.  On  the  pages  that  fol- 
low, BUSINESS  WEEK  offers  you  an  in-depth  look  at 
the  1,000  most  valuable  companies  on  the  market  today. 
Pick  a  company  you  are  interested  in-you  11  get  help  find- 
ing it  in  our  alphabetical  index  beginning  on  page  208-and 
you'll  leai-n  not  just  how  it  fared  in  market  value  but  how 
its  sales,  assets,  and  profits  pei-formed  over-  the  year.  Want 
to  know  how  a  company  ranked  in  those  last  three  catego- 
ries? You'll  find  the  answers  in  our  alphal)etical  index. 

If  it's  an  investment  angle  you're  after,  the  right-hand 
pages  of  the  tables  are  where  you'll  find  information  about 
dividends,  yield,  payout,  and  total  return  for  each  company 
The  tal)les  also  contain  up-to-date  consensus  estimates  by 
analysts  for  1993  earnings,  together-  with  a  measure  of  how 
unanimous  the  forecasts  are. 

This  year-,  BUSINESS  WEEK  editors  also  help  you  zoom  in 
on  companies  that  bear  special  watching.  On  many  pages, 
you'll  find  a  thumbnail  sketch  of  a  company  in  flux,  wheth- 
er Iwcause  of  a  change  in  management,  a  cloudy  earnings 
picture,  or  a  surprising  challenge  or  opportunity. 

By  turning  to  page  166,  you  can  find  out  how  each  indus- 
try fared.  You  can  use  that  information  to  help  place  an  in- 
dividual company's  results  in  context.  And  if  you  want  to 
know  al)out  the  really  big  picture,  the  tables  on  this  page 
will  tell  you  about  the  BUSINESS  WEEK  lOOO's  overall  perfor- 
mance compared  with  a  year  earlier. 

It's  interesting  to  note,  for  instance,  that  although  the 
market  value  for  the  gi'oup  rose  by  13%,  to  $3.8  trillion,  the 
average  share  price  dropped  to  $41  from  $47  a  year  ago. 
One  reason:  Thanks  to  stock  splits  at  a  number  of  compa- 
nies, our  universe  includes  an  additional  12  million  shares 
that  didn't  exist  last  year. 

In  ail,  the  BUSINESS  WEEK  1000  offers  25  different  ways 
of  analyzing  a  company.  Many  of  them  include  useful  com- 
parisons with  the  year  before.  So  no  matter  what  your 
bent,  there  should  be  something  in  our  tables  to  meet  your 
needs. 

Happy— and  profitable— reading! 


/I  \ 


COMPOSITES 


MARKET  VALUE  Ibiluonsi 

$3,812 

CHANGE  FROM  A  YEAR  AGO 

+  13% 

RETURN  ON  COMMON  EQUITY 

10.4% 

YEAR  AGO 

9.2% 

RETURN  ON  INVESTED  CAPITAL 

9.1% 

YEAR  AGO 

8.8% 

SALES  iBiiuoNSi 

$4,020 

CHANGE  FROM  1991 

+5% 

PROFITS  leiLLiONSi 

$171 

CHANGE  FROM  1991 

+22% 

ASSETS  iBiiiioNS) 

$8,509 

CHANGE  FROM  1991 

+8% 

1992  PROFIT  MARGINS 

4.2% 

1991  PROFIT  MARGINS 

3.7% 

AVERAGES 


SHARES  OUTSTANDING 

96  MILLION 

YEAR  AGO 

84MILUON 

TURNOVER 

85.2% 

YEAR  AGO 

88.4% 

YIELD 

2.13% 

YEAR  AGO 

2.39% 

PRICE 

$41 

YEAR  AGO 

$47 

PRICE-TO-BOOK 

1 00% 

YEAR  AGO 

230% 

1992  EARNINGS  PER  SHARE 

$2.06 

1991  EARNINGS  PER  SHARE 

$1.72 

1993  EARNINGS  ESTIMATE 

$2.78 

VARIATION 

1 1 .2% 

HELD  BY  INSTITUTIONS 

53% 

YEAR  AGO 

51% 

PAYOUT 

22% 

YEAR  AGO 

54% 

PRICE-EARNINGS  RATIO 

22 

YEAR  AGO 

22 

DATA  STANDARD  &  POOR'S  COMPUSTAT  SEf" 
BROKERS  ESTIMATE  SYSTEM,  VICK  Ef  ^  '  T- 
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VanKampenMerrM 

WHAT'S  THE  KEY  TO  ACHIEVING 
HIGH,  TAX-FRiimK^ME? 


fund 

-   If  your  goal  is  saving 

on  taxes,  consider  the 
Van  Kampen  Merritt 
Municipal  Income  Fund.  With  a  varied  portfolio  of 
municipal  securities,  the  Fund  seeks  to  provide  high 
current  income  and  preservation  of  capital. 

You  receive  regular,  monthly  income  exempt 
from  federal  income  tax.  And,  the  Fund  is  convenient 
— with  a  low  minimum  investment  and  easy  access. 


Van  Kampen  MerriW 

Investing  With  A  Sense  of  Direction® 


A  portion  of  the  interest  income  may  be  subject  to  state  or  local  taxes.  The  Fund  may  invest  in  securities  that  will  subject  certain  individuals  and 
corporations  to  the  alternative  minimum  tax  (AMT).  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


Ask  your  investment  representative  for  an  investor's 
brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 
Or,  call  direct:  7  days  a  week ...  24  hours  a  day 

l-800-DIALVKMext.no2 

(1-800  342-58561 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

WASGINS 

ASSETS 

12 

CHANGE 
riOK 

12 

MONTHS 

CkANGE 
FiO" 

12 

UON-^S 

12 

WOS'HS 

'9!- 

ON 
CA':'A. 

ON 
COM.WON 

EQ-JI-T 

12 

MONTHS 

1992 
SMIL 

Oil 

n 
1 

1 

EXXON 

78544 

1 

1041 1 ly 

0 

4810.0 

-14 

4.6 

5.4 

NA 

13.7 

87543 

2 

AMERICAN  TELEPHONE  &  TELEGRAPH 

7  5  700 

7 

64904 

3 

3807.0 

629 

5.9 

0.8 

15.1 

20.1 

57188 

3 

WAl-MART  STORES 

75  2  7  5 

i 

55484 

26 

1994  8 

24 

3.6 

3.7 

17.5 

24.8 

20961 

i 

GENERAL  ELECTRIC 

7  3353 

3 

62200y 

3 

4725.0 

7 

7.6 

7.4 

19.8 

20.7 

192876 

1 

5 

PHILIP  MORRIS 

58038 

2 

50095 

4 

4939.0 

26 

9.9 

8.2 

20.7 

39.3 

50014 

'i 

COCA-COLA 

56261 

6 

13074 

13 

1883.8 

16 

14.4 

14.0 

35.7 

41.0 

10727 

1 

7 

MERCK 

42926 

5 

9663 

12 

2446.6 

15 

25.3 

24.7 

373 

44.7 

11086 

1 

8 

PROCTER  &  GAMBLE 

36501 

10 

30368 

8 

1834.0 

3 

6  0 

6.3 

14.9 

23.0 

23881 

9 

GTE 

33588 

13 

19984 

2 

1787.0 

17 

8.9 

7.8 

10.1 

14.4 

42100 

10 

PEPSICO 

33050 

15 

21970 

14 

1301.7 

21 

5  9 

5.6 

11.8 

20.0 

20932 

1 

11 

DU  PONT 

31557 

12 

37799z 

-2 

975.0 

-31 

2.6 

3.6 

5.9 

5.6 

38870 

12 

INTERNATIONAL  BUSINESS  MACHINES 

31525 

8 

64523 

0 

-6865.0 

NM 

NM 

NM 

NM 

-19.4 

91017 

13 

BRISTOL-MYERS  SQUIBB 

29396 

9 

11156 

6 

1537.9 

-23 

13.8 

18.8 

24.4 

24.9 

10804 

1 

14 

GENERAL  MOTORS 

2  7  56  1 

19 

132429/ 

8 

-2620.6 

NM 

NM 

NM 

NM 

-9.4 

185115 

E.ECTRONIC  DATA  SYSTEMS 

6863 

NR 

8155 

16 

635.5 

13 

78 

8.0 

18.2 

20.7 

6124 

CM  HUGHES  ELECTRONICS 

2120 

NR 

12169 

6 

-49.5 

NM 

NM 

4.4 

NM 

-0.7 

14021 

BELLSOUTH 

27529 

20 

15202 

5 

1658.4 

10 

10.9 

10.4 

10.2 

12.0 

31463 
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The  Top  1000  Companies  Ranked 
BY  Stock  Market  Value 


GLOSSARY 


MARKET  VALUE:  Share  price 
on  Mar.  5,  1 993,  multiplied 
by  latest  available  common 
shares  outstanding 

PPOFIIS:  Net  income  from 
continuing  operations  l>e- 
fore  extraordinary  items 

MARGINS:  Profits  as  a  per- 
cent of  sales 

RETURN  ON  INVESTED  CAPI- 
TAL: Profits  plus  minority  in- 
terest and  interest  expense 
(adjusted  by  tax  rate)  as  a 
percent  of  debt  ond  equity 
funds 

RETURN  ON  COMMON  EQUI- 
TY: Net  income  available 
for  common  shareholders 
divided  by  common  equity 


ASSETS:  Total  assets  as  re- 
ported at  end  of  company's 
latest  available  1 992  quar- 
ter. 

RECENT  SHARE  PRICE:  Price 
for  a  single  share  of  a  com- 
pan/s  most  widely  traded 
issue  of  common  stock  as  of 
the  close  of  trading  Mar.  5, 
1993 

HIGH  LOW  PRICE:  Trading 
range  for  company's  com- 
mon stock,  March,  1 992,  to 
March,  1993 

BOOK  VALUE  PER  SHARE: 
Sum  of  common  stock,  capi- 
tal surplus,  and  retained 
earnings  divided  by  most 
recently  available  common 
shares  outstanding 


P-E  RATIO:  Price-earnings 
ratio  based  on  1 992  earn- 
ings and  Mar.  5  stock  price 

YIELD:  Annual  dividend  rate 
as  a  percent  of  Mar.  5  stock 
price 

PAYOUT:  Latest  annualized 
dividend  rate  as  a  percent 
of  the  company's  most  re- 
cent annual  earnings  per 
share 

TOTAL  RETURN:  Annual  divi- 
dend per  share  plus  latest 
available  month-end  price, 
as  a  percent  of  year-ago 
month-end  price  per  share 

INSTITUTIONAL  HOLDINGS: 
Percent  of  outstanding 
shares  of  stock  held  by 
Ixinks,  colleges,  pension 


funds,  insurance  companies, 
and  investment  companies, 
as  calculated  by  Vickers 
Stock  Research  Corp. 

SHARES  OUTSTANDING:  Mil- 
lions of  common  shares  out- 
standing as  of  the  compa- 
ny's latest  available 
financial  report 

TURNOVER:  Percent  of  out- 
standing common  shares 
changing  hands  in  the  year 

EARNINGS  PER  SHARE:  Pri- 
mary earnings  per  share, 
excluding  extraordinary 
profit  or  loss,  divided  by 
number  of  common  and 
common  equivalent  shares 

EARNINGS  PER  SHARE  ESTI- 
MATES: Analysts'  consensus 


estimates  for  1 993,  com- 
piled as  of  Mar.  5  by  Institu- 
tional Brokers  Estimate  Sys- 
tem (IBES),  a  service  of 
Lynch,  Jones  &  Ryan 

VARIATION:  Percentage  by 
which  twoAirds  of  the 
1993  earnings  estimates 
are  above  or  below  the  av- 
erage estimate  as  calculat- 
ed by  IBES 

FY:  Number  of  the  month  in 
which  company's  fiscal  year 
ends 

DATA:  Unless  otherwise  indi- 
cated, all  data  in  the  follow- 
ing BW  1000  tables  have 
been  provided  by  Standard 
&  Poor's  Compustat  Ser- 
vices Inc.,  a  unit  of  Mc- 
Graw-Hill Inc. 


'AlUATION 


DIVIDENDS 


SHARES 


EARNINGS  PER  SHARE 


INDUSTRY  GROUP 


KENT 
HAIE 

nia 
s 

I2'M0NTH 

HIGH/ 

low 
s 

PIICE 
AS'*  Of 
BOOK 
VAIUE 

JATiO 

flE.D 

PAYOUT 

lOTAl 
9ETUIN 

INSII- 
:  TUTIONS 
;  HOLDING 

SH8S 

OUT 
MIL 

TURN. 
OVE! 
% 

FY 

1991 
ACTUAL 

s 

1992 
ACTUAL 

ANALYSTS' ESTIMATES 

1993  VASi. 

63 

66/54 

227 

17 

4.55 

75 

16 

40 

1242 

21.0 

12 

4.45 

3  82 

4.07 

6.1 

Fuel  B 

57 

57/37 

400 

20 

2  34 

46 

54 

34 

1340 

311 

12 

0.40 

2  86 

3  20 

19 

Telecomms.  A 

33 

34/25 

935 

38 

0.32 

12 

21 

31 

2298 

26.2 

01 

0.70 

0  87 

1.06 

0.9 

Retailing 

86 

88/73 

322 

16 

2  94 

46 

10 

54 

855 

30.1 

12 

5.10 

5.51 

6  00 

18 

Conglomerates 

65 

87/61 

462 

12 

4.02 

48 

-9 

60 

898 

58.2 

12 

4.24 

5.45 

6.46 

1.2 

Consumer  E 

43 

45/37 

1224 

30 

1.31 

39 

5 

53 

1312 

29  1 

12 

1.22 

1  43 

1.71 

1.8 

Consumer  C 

38 

53/36 

784 

18 

2  67 

47 

-25 

S3 

1 145 

52  5 

12 

1.83 

2.12 

2.44 

16 

Health  care  B 

54 

56/46 

482 

20 

2  05 

42 

5 

46 

681 

27.8 

06 

2  46 

2  62 

2.91 

1  7 

Consumer  D 

36 

38/29 

274 

18 

5.09 

93 

25 

50 

940 

30.1 

12 

1.69 

1.95 

2.26 

2.2 

Telecomms.  B 

41 

43/31 

508 

26 

1.26 

32 

25 

57 

799 

36  8 

12 

1.35 

1.61 

2.10 

1.9 

Consumer  C 

47 

55/44 

184 

33 

3.76 

123 

4 

42 

675 

31.3 

12 

2.08 

1.43 

3.22 

96 

Chemicals 

55 

100/46 

89 

NM 

3.91 

DEF 

-33 

45 

571 

100.4 

12 

-0  99 

-12  03 

1.62 

48.8 

Office  equipment  B 

57 

81/53 

476 

19 

5.07 

97 

-26 

53 

518 

70.9 

12 

3.95 

2.97 

4.69 

2.8 

Health  care  B 

39 

44/29 

88 

NM 

2,05 

DEF 

3 

40 

707 

81.7 

12 

-8  85 

-4  85 

1.49 

66.4 

Automotive  A 

31 

36/25 

224 

23 

1.31 

30 

9 

48 

225 

48.0 

12 

1.17 

1.33 

1.53 

1.3 

Office  equipment  C 

25 

28/18 

31 

NM 

2  94 

DEF 

28 

52 

87 

47.8 

12 

1.26 

-Oil 

2.19 

3.2 

Electrical  B 

56 

57/43 

200 

17 

4.95 

82 

29 

26 

494 

21.7 

12 

3.1  1 

3.38 

3.57 

2.0 

Telecomms.  B 

fOOINOIES  10  TABLES  APPEAJ  ON  PAGES  162, 143 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

ASSETS 

RETURN 

1 2 

CHANGE 

''™*0M^ 

ON 

ON 

Y£A« 

MONfflS 

F80M 

MONTHS 

MONTHS 

MONTHS 

INVESTED  COMMON 

MONTHS  f 

199! 

1991 

199! 

1991 

199! 

1991 

CAPITAL 

EQUITK 

199! 

SMll 

RANK 

SMll 

SMll 

SMll 

Hi 

MOBIL 

27019 

18 

572 17y 

1 

1309.0 

-32 

2.3 

3.4 

NA 

7.5 

40563 

17 

AMOCO 

26986 

21 

28223z 

0 

850.0 

-28 

3.0 

4.1 

5  5 

6.3 

28453 

18 

JOHNSON  S  JOHNSON 

26462 

1 1 

13753 

1 1 

1625.0 

1 1 

11.8 

1  1.7 

22.9 

272 

1 1884 

V.I 

AMERICAN  INTERNATIONAL  GROUP 

25819 

29 

18389/ 

9 

1625.0 

5 

8.8 

9  2 

NA 

13.0 

81313 

20 

CHEVRON 

25160 

22 

42900z 

5 

2210.0 

71 

5.2 

3.2 

12.8 

15  2 

33970 

21 

WALT  DISNEY 

24349 

26 

7979 

22 

868  9 

29 

10.9 

10.3 

NA 

17.0 

1 1986 

22 

INTEL 

24094 

49 

5844 

22 

1066.5 

30 

18.3 

17.1 

19  5 

19.6 

8089  : 

2:i 

FORD  MOTOR 

24088 

31 

100132 

13 

-501.8 

NM 

NM 

NM 

NA 

-3.1 

180545 

24 

BELL  ATLANTIC 

23685 

33 

12647 

1 

1382.2 

12 

10.9 

9.8 

NA 

17  9 

27896 

2.) 

MINNESOTA  MINING  &  MFG. 

23437 

27 

13883 

4 

1236.0 

7 

8.9 

8.7 

NA 

18.7 

1 1955 

2(i 

MICROSOFT 

23111 

24 

3252 

43 

833.9 

43 

25.6 

25.5 

30.3 

30.3 

3226  i 

SOUTHWESTERN  BELL 

22399 

30 

10015 

7 

1301.7 

13 

13.0 

12.4 

11.1 

14.2 

23583 

28 

FANNIE  MAE 

22068 

32 

14558y 

7 

1648.7 

13 

1 1.3 

10.7 

8.2 

24  3 

180978  2 

2!i 

ABBOTT  LABORATORIES 

21319 

U 

7852 

14 

1239.1 

14 

15.8 

15.8 

37,2 

37  1 

6941  1 

30 

HOME  DEPOT 

21043 

48 

7148 

39 

362.9 

46 

5.1 

4.9 

12.8 

16.7 

3932  5 

31 

AMERITECH 

20026 

36 

11  153 

3 

1346.0 

15 

12.1 

10.8 

14,6 

19.3 

2281  8 

32 

HEWLETT-PACKARD 

19341 

28 

17120 

15 

840.0 

-1 

4.9 

5.7 

11.1 

10.9 

14308  i: 

33 

AMERICAN  HOME  PRODUCTS 

1  923  1 

17 

7874 

1  1 

1 150.7 

-16 

14.6 

19.4 

28.0 

32.6 

7010  2 

34 

PFIZER 

19143 

16 

7230 

4 

1093  5 

51 

15.1 

10.4 

19.2 

20.0 

9590  ( 

35 

NYNEX 

18796 

42 

13155 

-1 

131 1.2 

118 

10.0 

4.5 

NA 

13.7 

27537  ( 

3ii 

PACIFIC  TEIESIS  GROUP 

18786 

37 

9935 

0 

11 42.0 

13 

11.5 

10.3 

NA 

13.8 

22516  : 

MCDONALDS 

18695 

43 

7133 

7 

958.6 

12 

13.4 

12  8 

13.1 

17.7 

1 1 700  ; 

3« 

ATLANTIC  RICHFIELD 

18580 

34 

17503 

3 

1193.0 

68 

6.8 

4.2 

13.1 

16.7 

24623  ; 

■"' 

SEARS,  ROEBUCK 

18296 

38 

52345y 

3 

-2566.8 

NM 

NM 

1.8 

NM 

-19.9 

111664  6 

40 

WASTE  MANAGEMENT 

18137 

25 

8661 

15 

921.2 

52 

10.6 

8.0 

12.1 

21.0 

14114  12 

41 

BANKAMERICA 

17866 

71 

15262 

24 

1492.0 

33 

9.8 

9.2 

6,6 

10.6 

180646  56 

42 

EASTMAN  KODAK 

17393 

45 

20183 

4 

994.0 

NM 

4.9 

0.1 

10,6 

14.8 

25116  1 

i:; 

US  WEST 

1  7  356 

46 

10281 

-3 

1 179.4 

113 

1  1.5 

5  2 

10,7 

14.3 

27964  0 

41 

TEXACO 

16299 

41 

37663y 

-2 

1012.0 

-22 

2  7 

3.4 

10.1 

10.5 

26000  -1 

i:. 

MOTOROLA 

16159 

63 

13303 

17 

576  0 

27 

4.3 

4.0 

10.8 

112 

10629  13 

411 

KELLOGG 

15722 

47 

6191 

7 

OOZ .  0 

1  o 

1 1  0 

1 0  5 

26.5 

29.2 

401 5  2 

i: 

DOW  CHEMICAL 

15129 

40 

18971y 

1 

276.0 

-71 

1.5 

5.0 

5  2 

2  9 

25360  3 

15073 

23 

6167 

8 

827  6 

-37 

13  4 

23  0 

16  5 

16.9 

8673  5 

/V  my T\  It  WXT  ^ 

This  drugmaker  has  flourished  for  decades. 

time  is  running  out  for  these  and  oth 

er  Lilly 

48 

tOMPANY 

f  ELI  LILLY 

thanks  to  a 

stable  of  lucrative  medicines,  such 

moneymakers. 

TO  WflTCH  . 

as  its  Prozac  antidepressant  and  Ceclor  antibiot- 

Searching for  new  winners 

CEO  Vaughn  D. 

ic.  But  success  in  pharmaceuticals  is 

measured 

Bryson  has 

been  forging  alliances  with  small 

by  the  time  remaining  on  a 

drug's  patent,  and 

drug 

companies— with  some 

painful  results.  In 

4'.' 

PACIFIC  GAS  &  ELECTRIC 

14940 

50 

10296 

5 

1  170.6 

14 

11. 4 

10.5 

NA 

13  3 

24188  6 

50 

ANHEUSER-BUSCH 

14805 

39 

11394 

4 

994.2 

6 

8.7 

8  5 

15.5 

21.5 

10283  3 

.-.1 

SARA  LEE 

14591 

51 

13965 

10 

669.8 

-6 

4.8 

5,7 

14.7 

20.1 

9948  2 

SCHIUMBERGER 

14268 

44 

6332 

3 

661.6 

-19 

105 

13.3 

15  8 

15.6 

7007  2 

NATIONSBANK 

13946 

59 

9941 

-14 

1 145.2 

467 

1  1.5 

1.7 

17.8 

15.4 

118059  7 

.",1 

CHRYSLER 

13567 

173 

35501 

26 

505.0 

NM 

1.4 

NM 

6.0 

6  1 

40653  -6 

TIME  WARNER 

13506 

70 

13070 

9 

86.0 

NM 

0.7 

NM 

1.3 

-6  6 

27028  9 

.")(; 

GILLETTE 

13096 

58 

5163 

10 

513.4 

20 

9  9 

9.1 

25.1 

36.6 

4180  18 

SOUTHERN 

1  2975 

69 

8073 

0 

1058.0 

7 

13  1 

12.2 

9.4 

13.1 

23323  2 

o8 

EMERSON  ELECTRIC 

1  2885 

52 

7873 

6 

673  5 

6 

8.6 

8.6 

17  6 

18.1 

8021  22 

J. P.  MORGAN 

;  12503 

56 

10231 

-1 

1382.0 

24 

13.5 

10  8 

30.5 

208 

102941  -1 

60 

MCI  COMMUNICATIONS 

12284 

79 

10562 

1  1 

609.0 

1  1 

5.8 

5.8 

1  1.6 

19.7 

9445  10 

AiPHASEllCAi  INDEX  OF  COMPANIES  iEGINS  ON  PAGE  10! 
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UUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUS1RY  CROUP 

':;  :£Ni 

ARE 

;iC! 

II-MONIH 
HIGH/ 

low 
s 

PdlCt 
AS%Of 
600K 
VAIUE 

PE 

RAIIO 

YlflD  PAYOUI 

lOIAl 
RETURN 

INSII. 
lUIIONS 
HOLDING 

SH«S 

MIL 

TURN- 

FY 

ACTUAL 
S 

1992 
ACTUAL 

s 

ANALYSTS' ESTIMATES 
1993  VA«I 
EST  ATION 
S 

68 

68/58 

163 

22 

4.72 

102 

14 

56 

399 

37.3 

12 

4.65 

3.13 

4.07 

5.7 

Fuel  B 

54 

56/42 

199 

32 

4,05 

129 

30 

55 

496 

32.0 

12 

2.36 

1.71 

3.23 

9.0 

Fuel  8 

1  40 

55/38 

443 

16 

2.28 

37 

-14 

58 

655 

48.4 

12 

2.20 

2.46 

2.85 

1.4 

Health  core  D 

:i  22 

128/82 

207 

0.46 

7 

40 

51 

212 

44.3 

12 

7.28 

7.65 

8.41 

2  6 

Nonbank  fin.  B 

:  77 

80/61 

173 

12 

4.52 

54 

30 

42 

325 

35.3 

12 

3.69 

6.52 

4.80 

4.6 

Fuel  B 

''•  i6 

48/33 

477 

30 

0.46 

14 

16 

40 

535 

71.5 

09 

1.20 

1.52 

i,85 

3  8 

Leisure  B 

!'  16 

120/47 

443 

23 

0.09 

2 

84 

78 

208 

287.2 

12 

3.92 

4.97 

8,04 

1  1.4 

Electrical  D 

■  49 

51/34 

105 

NM 

3.25 

DEF 

29 

58 

489 

78.5 

12 

-4.79 

-1  46 

2,54 

27.6 

Automotive  A 

'!  55 

57/40 

306 

17 

4.75 

81 

34 

31 

433 

30.5 

12 

3.41 

3.23 

3,44 

1.5 

Telecomms.  B 

i  07 

1 10/86 

355 

19 

3.10 

59 

19 

67 

219 

37.0 

12 

5.26 

5.65 

6.20 

2.4 

Manufacturing  A 

S  83 

95/66 

840 

34 

0.00 

0 

1 

35 

279 

174.9 

06 

1.65 

2.41 

3.12 

1.3 

Office  equipment  C 

]  75 

76/57 

244 

17 

3.91 

67 

28 

38 

300 

29  5 

12 

3.85 

4.34 

4.78 

2  9 

Telecomms.  B 

l\  81 

84/55 

326 

13 

1.98 

27 

28 

85 

273 

68.7 

12 

5.33 

6.01 

6.74 

16 

Nonbank  fin.  A 

26 

34/23 

638 

17 

2.35 

41 

-16 

52 

836 

38.8 

12 

1.28 

1.47 

1.70 

1.2 

Health  care  D 

5  63 

69/40 

970 

58 

0.19 

11 

49 

56 

333 

81.2 

01 

0.80 

1.09 

1.45 

3.4 

Retailing 

i   

•1  74 

77/56 

284 

15 

4.96 

73 

31 

30 

270 

21.3 

12 

4.39 

5.02 

5.22 

1.2 

Telecomms.  B 

1  77 

85/50 

251 

22 

1.04 

23 

2 

54 

252 

82.7 

10 

3.02 

3.49 

4.59 

5.4 

Office  equipment  B 

62 

82/56 

545 

17 

4,61 

78 

-20 

64 

312 

46.2 

12 

4.36 

3.66 

5.04 

3.8 

Health  care  B 

59 

83/53 

350 

18 

2  85 

52 

-20 

66 

325 

72.5 

12 

2.13 

3.25 

3.79 

2.6 

Health  care  B 

91 

91/69 

196 

14 

5,1 1 

73 

32 

38 

207 

29.1 

12 

2.98 

6.40 

6.71 

1.3 

Telecomms.  B 

46 

47/37 

228 

16 

4.70 

77 

19 

36 

405 

32.6 

12 

2.58 

2.83 

2.97 

3.0 

Telecomms.  B 

51 

52/39 

351 

20 

0.78 

15 

26 

64 

364 

50.4 

12 

2.35 

2.60 

2.98 

1.3 

Leisure  A 

117 

122/98 

261 

16 

4.70 

74 

21 

60 

159 

40.0 

12 

4.39 

7.39 

7.18 

5.9 

Fuel  B 

53 

55/38 

140 

NM 

3.02 

DEF 

26 

60 

345 

61.3 

12 

3.71 

-7.02 

4.51 

10.9 

Retailing 

37 

44/32 

413 

20 

1.41 

28 

-17 

52 

490 

53.9 

12 

1.23 

1.86 

1.96 

3.6 

Services  C 

51 

54/38 

143 

12 

2.73 

33 

24 

61 

349 

77.9 

12 

4.81 

4.24 

5.45 

4.0 

Banks  D 

54 

54/38 

259 

17 

3.74 

65 

25 

58 

325 

79.9 

12 

0.05 

3.06 

3.82 

3.4 

Leisure  D 

42 

44/33 

210 

15 

5.06 

74 

33 

41 

414 

25  7 

12 

1.38 

2.86 

3.17 

19 

Telecomms.  B 

63 

67/56 

187 

18 

5.08 

91 

12 

61 

259 

57.4 

12 

4.61 

3.53 

4.31 

6.0 

Fuel  B 

60 

63/36 

314 

28 

0.73 

20 

56 

75 

268 

108.2 

12 

1.72 

2.16 

2.86 

5.2 

Electrical  B 

66 

75/55 

673 

23 

1.93 

45 

14 

81 

237 

24.9 

12 

2.51 

2.86 

3.13 

1.9 

Fooci  B 

56 

63/52 

1  62 

56 

4.68 

263 

3 

54 

273 

44.0 

12 

3.46 

0.99 

2  70 

13.7 

Chemicals 

52 

75/48 

308 

18 

4.70 

86 

-28 

64 

293 

47.0 

12 

4.50 

2  81 

5.32 

2.3 

Health  care  B 

July,  Lilly  took 

a  $100 

million 

gamble  on  a 

More  ominous  still  is 

the  feds'  clampdown  on 

year.  The  question 

is  whether  Lilly  can  refill  its 

Centocor  Inc.  drug  to  treat  septic  shock.  But 

drug  ex 

penditures.  Lilly  last  year  rebated  to 

pipeline  wiih  hot  new  products— drugs  that  can 

then 

new  safety  concerns  halted  clinical  trials 

the  government  $108  million  in 

medicaid  pay- 

elude  price  control 

s.  If  not,  it  won't  be  long 

and 

non-U.S.  sales.  The  hit  for  Lilly:  a  $46.1 

ments,  and  President  Clinton  is  pushing  for 

before  the  Centocor  debacle  looks  like  a  small 

million  pretax 

charge. 

tougher 

medicare  reimbursement  rules  this 

headache. 

35 

36/29 

182 

14 

5.03 

68 

22 

40 

427 

24  4 

12 

2  24 

2.58 

2,70 

19 

Utilities  A 

54 

60/51 

320 

15 

2.39 

37 

-1 

57 

277 

39.5 

12 

3.26 

3.48 

3.89 

1.5 

Consumer  C 

30 

32/23 

463 

20 

1.93 

38 

1 1 

48 

484 

32.7 

06 

1.08 

1.54 

1.41 

1.4 

Food  B 

59 

71/53 

336 

21 

2.03 

44 

1 

56 

242 

61.2 

12 

3.42 

2.75 

2.83 

8.5 

Fuel  C 

55 

56/42 

192 

12 

2.90 

35 

16 

59 

253 

70.6 

12 

0.76 

4.60 

5.1  1 

9  0 

Banks  C 

39 

41/16 

189 

27 

1.54 

41 

137 

52 

348 

139.2 

12 

-2  22 

1.47 

3.82 

19.1 

Automotive  A 

36 

36/22 

165 

NM 

0.77 

DEF 

37 

68 

371 

73.1 

12 

-2.40 

-1.46 

-0.52 

30.8 

Publishing/TV  B 

60 

61/44 

943 

26 

1.21 

31 

23 

71 

220 

52  9 

12 

1.94 

2.32 

2.71 

1.5 

Consumer  D 

41 

41/30 

178 

14 

5.56 

76 

40 

28 

316 

29  1 

12 

2.78 

3.02 

J. 10 

1.9 

Utilities  A 

57 

59/47 

346 

19 

2.52 

49 

13 

67 

225 

32.1 

09 

2.83 

2  96 

3.22 

2.2 

Electrical  A 

65 

68/52 

190 

9 

3.68 

35 

13 

68 

192 

70.8 

12 

5.63 

6.92 

5.84 

7  2 

Banks  A 

42 

43/30 

41  1 

19 

0.24 

5 

15 

60 

296 

96.3 

12 

2.01 

2.21 

2.53 

2.0 

Telecomms.  A 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

111 

S  Mil 

YEAR 
AGO 
RANK 

12  , 
MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1992 
SMIL 

CH, 
FR 

r 

HI 

AMERICAN  EXPRESS 

1  77i7 

1  Z  Z  4Z 

60 

26962y 

4 

436.0 

-45 

1.6 

3.0 

NA 

5.4 

172819 

(i2 

UNION  PACIFIC 

72 

7294 

4 

728.0 

nm' 

10,0 

0.9 

1 1.5 

16.2 

14098 

(>:! 

BANC  ONE 

1  Z  UOo 

8 1 

5999 

1 2 

781 .3 

32 

13,0 

1 1.1 

16  5 

17.9 

61417 

m 

BOEING 

1  1  7  >1fi 
11/40 

35 

30184 

3 

1 635.0 

4 

5,4 

5.3 

15.2 

18.0 

18192 

li5 

GENERAL  MILLS 

117  39 
1  1  /  Jo 

55 

7985 

7 

532.9 

8 

6.7 

6.6 

22.4 

38.3 

4679 

(ili 

SCHERINC  PLOUGH 

Mil" 

53 

4056 

1 2 

720  0 

12 

17,8 

17.9 

44.8 

47,2 

4160 

(17 

TOYS  R'  US 

1  1  C  jlfi 

67 

7169 

1 7 

437.5 

29 

6  1 

5.5 

12.5 

14.0 

5578 

(W 

H.  J.  HEINZ 

1  1  7  D 

73 

6937 

6 

606.0 

-7 

8,7 

9.9 

20.7 

23,6 

6823 

1 

CAMPBELL  SOUP 

1  (10 

74 

6454 

5 

241.4 

-46 

3.7 

7.4 

11.1 

12.7 

4581 

70 

SCECORP 

1  no  1  ^ 

76 

7969 

5 

78 1 .0 

5 

9.8 

9.9 

9.4 

12.4 

19140 

71 

TELE-COMMUNICATIONS 

1  ni7st 

1 20 

3598a 

8 

6.0 

NM 

0.2 

NM 

2.6 

-0.3 

12380 

72 

COLGATE-PALMOLIVE 

10  7  10 

\\)£17 

1 1 2 

7007 

1 6 

477.0 

282 

6.8 

2,1 

14.5 

20.4 

5732 

3; 

T.i 

DUN  &  BRADSTREEI 

1  nn7n 

65 

4751 

2 

553.5 

9 

117 

10,9 

24.6 

24.6 

4856 

71 

CHEMICAL  BANKING 

1  nnc  1 

1  35 

12174 

- 1  4 

1 086.0 

605 

8.9 

1,1 

NA 

12.0 

138833 

75 

KMART 

10007 

61 

381 24y 

9 

941.0 

10 

2.5 

2.5 

10.7 

13  9 

19477 

i; 

711 

GENERAL  RE 

9933 

86 

3387 

6 

596,4 

-9 

17,6 

20.5 

13.4 

14,2 

13280 

77 

TEXAS  UTILITIES 

9915 

88 

4908 

0 

737.6 

NM 

15.0 

NM 

8.5 

9,4 

19429 

7H 

J.C.  PENNEY 

9693 

96 

18009y 

1  1 

777,0 

194 

4  3 

1.6 

12,2 

17.7 

13849 

7 

9620 

142 

31948 

0 

722  0 

NM 

2.3 

NM 

8,4 

6.3 

213701 

-1 

79 

COMPANY  ^mil^l 

TO  Watch  ^lljljj^H 

The  folks  in  the  executive  offices  at  the  big,  bat- 
ered  bank  are  clearly  breathing  easier:  Chair- 
man John  S.  Reed  just  took  a  two-week  vaca- 
tion. Since  late  1990,  the  nation's  largest 
Donking  company  has  been  pinching  pennies 

and  cleaning  up  its  balance  sheet.  Now  the 
payoff:  Citi  went  back  into  the  black  last  year 
after  losing  $457  million  in  T991,  and  some 
analysts  expect  1993  earnings  to  reach  $1  bil- 
lion or  more. 

80 

RJR  NABISCO  HOLDINGS 

9503 

54 

15734 

5 

776.0 

111 

4.9 

2,5 

7.0 

9.2 

32041 

0 

81 

ALLIEDSIGNAL 

9400 

102 

12042 

2 

535  0 

NM 

4.4 

NM 

13.3 

15.3 

10756 

4 

Xli 

THE  LIMITED 

9243 

68 

6944y 

13 

455.5 

13 

6  6 

6,6 

15,9 

22.3 

4082 

15 

h:! 

ITT 

9242 

93 

21645 

6 

-260.0 

NM 

NM 

3.7 

2  8 

-4.1 

58319 

12 

Kl 

MAY  DEPARTMENT  STORES 

9211 

98 

1 1 150y 

5 

603  0 

17 

5.4 

4,9 

14,1 

20  8 

8545 

-2 

H', 

NORFOLK  SOUTHERN 

9123 

84 

4607y 

3 

557.7 

NM 

12.1 

0,7 

10,7 

13.2 

10401 

2 

hi; 

NOVELL 

9094 

83 

989 

39 

267,7 

45 

27  1 

25  9 

25,3 

25.6 

1203 

51 

.S7 

WEYERHAEUSER 

8988 

105 

9219 

6 

372.0 

NM 

4.0 

NM 

7  2 

10.3 

18158 

7 

WARNER-LAMBERT 

8959 

80 

5598 

1 1 

643,6 

357 

1  1.5 

2  8 

32,5 

43,2 

4136 

16 

Wl 

KIMBERLY-CLARK 

8922 

85 

7091 

5 

345.0 

-32 

4.9 

7,5 

1  1.7 

12.7 

6029 

6 

90 

FEDERAL  HOME  LOAN  MORTGAGE  ASSN. 

8769 

97 

4461 

6 

622.0 

12 

13.9 

13.2 

5.9 

22.1 

59502 

27 

;ii 

ARCHER  DANIELS  MIDLAND 

8533 

78 

9555 

9 

529.1 

6 

5  5 

5  7 

10.0 

113 

7931 

14 

'.IL.' 

CONSOLIDATED  EDISON  CO.  OF  N.Y. 

8216 

132 

5933 

1 

604  1 

7 

10,2 

9,7 

8,9 

116 

1  1694 

4 

!).■', 

BAXTER  INTERNATIONAL 

8121 

64 

8471 

9 

561.0 

1  1 

6  6 

6,5 

NA 

12.8 

9549 

6 

CAPITAL  CITIES/ABC 

8115 

92 

5344 

-1 

389,3 

4 

7  3 

7,0 

9  2 

10  1 

6522 

-3 

'X> 

CHUBB 

7975 

137 

494  ly 

8 

617.1 

12 

12.5 

12.1 

12.3 

15.6 

15007 

9 

DUKE  POWER 

7964 

107 

3961 

4 

508  I 

-13 

12  8 

15  3 

8  6 

10.9 

10802 

3 

!I7 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

7920 

119 

5357 

5 

536.0 

-6 

10.0 

1 1.2 

8.6 

10.5 

14877 

3 

:iK 

XEROX 

7844 

100 

13980y 

1 

-256,0 

NM 

NM 

3  3 

NA 

-7,2 

34219 

9 

»;i 

INTERNATIONAL  PAPER 

7797 

75 

13620 

7 

142.0 

-64 

1,0 

3.1 

3.1 

2.2 

16206 

14 

100 

AUTOMATIC  DATA  PROCESSING 

7615 

118 

2076y 

15 

272  1 

14 

13,1 

13  2 

16.3 

19.2 

2281 

37 

1(11 

CSX 

7593 

125 

8734 

1 

20.0 

NM 

0  2 

NM 

NM 

0.7 

13117 

3 

ur: 

PHILLIPS  PETROLEUM 

7514 

123 

1  1933 

-5 

270.0 

176 

2  3 

0,8 

6  9 

100 

1  1663 

-3 

lIKi 

RAYTHEON 

7348 

117 

9058 

-2 

635.1 

7 

7.0 

6,4 

17.9 

17.0 

6170 

-1 

lui 

CPC  INTERNATIONAL 

7344 

114 

6599 

7 

430.6 

7 

6,5 

6,5 

NA 

26  0 

5171 

15 

ll« 

PNC  BANK 

7297 

149 

4106 

-8 

529.4 

36 

12.9 

8.7 

NA 

1 1.3 

51380 

14 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  20B 


UAIION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

« 
t 

1 2  MONTH 
HIGH/ 
low 
S 

paicE 

AS '/.OF 
BOOK 
VAIUS 

P£ 

RATIO 

YISID 

PAVOUI 

% 

lOIAl 
RETURN 

INSII 
TUIIONS 
HOIDING 

SHRS 
OUT 
MIL 

TURN, 
OVER 

FY 

ACTUAL 

s 

ACTUAl 

s 

ANAIYSTS' ESTIMATES 
1993  VARI- 
EST  ATION 

s  % 

) 

27/20 

168 

31 

3,90 

120 

21 

67 

478 

72,4 

12 

1,59 

0,83 

2.33 

9,0 

Nonbank  fin.  A 

) 

62/46 

270 

17 

2.49 

41 

27 

62 

204 

37  9 

12 

031 

3,57 

4.12 

2  9 

Transportation  8 

) 

54/42 

284 

16 

2  46 

39 

9 

54 

232 

50.5 

12 

2.91 

3,28 

3.87 

2,3 

Banlcs  B 

> 

48/33 

129 

7 

2  89 

21 

-23 

43 

339 

83  9 

12 

4,56 

4  81 

4.02 

102 

Aerospace 

74/59 

844 

21 

2.34 

49 

3 

62 

164 

40.9 

05 

3.05 

3.44d 

3.91 

0,8 

Food  B 

} 

70/50 

769 

16 

2,65 

43 

0 

62 

199 

75  9 

12 

3,01 

3  60 

4.22 

0  9 

Health  care  B 

) 

41/30 

451 

27 

0,00 

0 

14 

67 

292 

63.9 

01 

1,15 

1,47 

1.77 

2,3 

Retailing 

i 

46/35 

475 

18 

2,70 

48 

15 

51 

253 

41,9 

04 

2  40 

2,52d 

2,80 

3  2 

Food  B 

i 

45/32 

574 

22 

2,02 

45 

15 

25 

252 

24,6 

07 

1,58 

1,95 

2.26 

1,3 

Food  B 

) 

49/40 

183 

15 

5,74 

84 

25 

32 

224 

29,0 

12 

3,21 

3,32 

3.49 

3,4 

Utilities  A 

S 

25/16 

716 

NM 

0,00 

0 

38 

68 

426 

107,8 

12 

-0,28 

0,07d 

0.41 

36,6 

Publishing/TV  A 

d 

64/45 

457 

22 

1  94 

42 

35 

60 

160 

52  9 

12 

0,77 

2.92 

3  35 

18 

Consumer  D 

7 

62/51 

447 

18 

4.04 

74 

7 

76 

178 

31,1 

12 

2.85 

3.10 

3.45 

2  3 

Publishing/TV  B 

1 

43/29 

129 

10 

2  94 

31 

24 

71 

246 

104,6 

12 

0.11 

3.90 

4  47 

114 

Bonks  A 

5 

28/21 

167 

12 

3.74 

45 

-6 

75 

406 

69,4 

01 

2.02 

2.06 

2.32 

3,0 

Retailing 

7 

131/78 

244 

17 

1  54 

26 

26 

85 

85 

65,2 

12 

7  46 

6,84 

6,78 

4,4 

Nonbank  fin.  B 

6 

47/37 

1  KCl 
1  OU 

1  O 

6  66 

1 06 

25 

54 

2 1 7 

71  9 

1 2 

-1.98 

2,88 

3.44 

4.4 

Utilities  A 

3 

83/60 

231 

13 

3.19 

42 

36 

78 

117 

77.0 

01 

1  97 

6,31 

6  55 

4,1 

Retailing 

6 

28/14 

121 

19 

0.00 

0 

57 

50 

366 

121.6 

12 

-3.22 

1,35 

2.07 

20  8 

Bonks  A 

Citicorp  is  still  cutting  costs  and  adding  to  its 

wards  of  further  profit  growth  as  credit  costs 

falls  short  of  the  levels  the  feds  like  to  see.  And 

gpital  base.  And  last  year  clone,  it  boosted  its 

decline. 

it  is  shedding  assets  to  strengthen  its  balance 

nnual  operating  margin  by 

more  than  $  1 

But  CiH 

is  hardly  out  of  the  woods.  Regulo- 

sheet  and 

raise 

capital— at  a  time  when  lots  of 

illion.  All  that  has  helped  restore  its  credibility, 

tors  still  watch  it  closely,  receiving  regular. 

de- 

rivals  are 

expanding  into 

new  territories  and 

ind  investors 

are  eagerly  awaiting  the  re- 

tailed  reports  on  its  operations.  Its  capital  still 

picking  up  valuable  properties  on  the  cheap. 

8 

10/8 

117 

15 

0.00 

0 

-18 

24 

1 135 

46.8 

12 

0.22 

0,55 

0.76 

5,3 

Consumer  E 

6 

67/48 

270 

17 

1.75 

31 

35 

65 

142 

64.6 

12 

-2.00 

3,80 

4.69 

2,6 

Conglomerates 

6 

30/19 

452 

20 

110 

22 

-12 

45 

362 

86  7 

01 

1,11 

1,25 

1,57 

5  7 

Retailing 

■8 

78/63 

125 

NM 

2.55 

DEF 

20 

69 

119 

62.2 

12 

5.84 

-2,47 

6,37 

6,3 

Conglomerates 

'4 

77/52 

328 

16 

2.24 

35 

19 

67 

124 

50.5 

01 

4,02 

4,71 

5,24 

3  2 

Retailing 

i5 

68/53 

216 

17 

2.77 

46 

8 

58 

140 

36.2 

12 

0,20 

3,94 

4,61 

3,7 

Transportation  B 

10 

34/23 

868 

37 

0.00 

0 

-5 

71 

301 

232.5 

10 

0,55 

0.81 

1,06 

3  8 

Office  equipment  C 

M 

44/31 

249 

24 

2.73 

66 

28 

58 

204 

61.7 

12 

-0,50 

1,83 

2,42 

7,9 

Paper  A 

)7 

72/58 

601 

14 

3,43 

48 

4 

69 

135 

70.5 

12 

1,05 

4,78 

5,26 

1,1 

Health  core  B 

)6 

63/49 

329 

26 

2.96 

76 

1 1 

67 

161 

42,3 

12 

3,18 

2,15 

3,59 

4,7 

Paper  B 

19 

52/34 

328 

15 

1  56 

23 

18 

77 

180 

69  1 

12 

3  08 

3,29 

4,03 

4,2 

Nonbank  fin.  A 

26 

29/21 

183 

17 

0.38 

6 

-5 

50 

327 

51,9 

06 

1,42 

1  54 

1,79 

3,4 

Food  B 

35 

36/25 

168 

14 

5  52 

79 

44 

26 

234 

32  6 

12 

2,32 

2  46 

2,54 

1,6 

Utilities  A 

29 

40/27 

187 

15 

2.95 

43 

-17 

65 

279 

55,3 

12 

2,03 

1,99 

2  33 

3,4 

Health  care  D 

P4 

521/413 

210 

21 

0.04 

1 

12 

80 

16 

36,5 

12 

22  33 

23,45 

28  74 

7,0 

Publishing/TV  A 

91 

96/62 

202 

13 

1.76 

23 

37 

75 

88 

68,6 

12 

6,32 

6,96 

6,46 

3,6 

Nonbank  fin.  B 

39 

39/31 

192 

18 

4.63 

81 

26 

44 

205 

27,4 

12 

2  60 

2,21 

2,67 

3  0 

Utilities  A 

33 

34/25 

166 

15 

6.55 

100 

27 

31 

240 

40,5 

12 

2,43 

2,17 

2,53 

4,3 

Utilities  A 

83 

89/67 

167 

NM 

3.63 

DEF 

8 

83 

95 

65,0 

12 

3,91 

-3,32 

5  88 

3,4 

Office  equipment  B 

64 

79/59 

119 

54 

2.64 

144 

-1 1 

59 

122 

92,5 

12 

3,61 

1.17 

3  77 

15  9 

Paper  B 

54 

56/39 

537 

29 

0.86 

25 

23 

70 

142 

376 

06 

1,63 

1.84 

2,10 

1,4 

Office  equipment  C 

73 

80/55 

247 

NM 

2.07 

800 

20 

61 

103 

57,3 

12 

-0,75 

0.19 

5,52 

2,4 

Transportation  B 

29 

29/23 

279 

28 

3,88 

108 

27 

49 

260 

49,6 

12 

0,38 

1.04 

1,52 

14,5 

Fuel  B 

55 

55/41 

197 

12 

2,57 

30 

24 

75 

135 

43,3 

12 

4,48 

4.72 

5,21 

1.2 

Electrical  B 

49 

52/41 

453 

18 

2,46 

43 

15 

61 

151 

44,4 

12 

2  61 

2.78 

3.13 

1.6 

Food  B 

31 

32/24 

195 

14 

3,63 

49 

25 

57 

233 

33,2 

12 

1,98 

2.34 

2,65 

2.6 

Banks  A 

lOTNOTES  TO  TA81ES  APPEAR  ON  PAGES  162,  143 

THE  1993  BUSINESS  WEEK  1000  123 


THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIL 

YEAR 
AGO 
RANK 

12 

MONTHS 
1992 
SMIL 

CHANGE 
FROM 

1991 

1 2 

MONTHS 
1992 

SMIL, 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

MONTHS 
1991 

INVESTED 
CAPITAL 

COMMON 
EQUITY 

/o 

MONTHS 
1992 
SMIl 

106 

ucnnili  ivufu 

7  7ftit 
/  /UO 

1 27 

1 3428y 

9 

952.4 

37 

7.1 

5.6 

25.0 

21.0 

111896 

107 

U ANNc 1 1 

7  101 

1  04 

3469 

3 

345.7 

1 5 

1 0.0 

8.9 

1 3.9 

21 .0 

3546 

.5 

108 

rrv  INUU)  1  Kit) 

7  1  A>1 
/  1  04 

1 1 5 

581 4 

3 

3 1 9.4 

59 

5.5 

3.6 

1 1  2 

1 1 .8 

5662 

7 

109 

ALdcKHUN  ) 

7  1  A  7 
/  1  OZ 

1 33 

101 74 

1 7 

276. 1 

7 

2,7 

3.0 

1 6.0 

1 9.9 

2946 

1 1 U 

hnuiuinu  DCtAiiDfCt 
UUniNlUn  KtiUUKlCd 

/  U43 

1 44 

3789y 

0 

490.6 

-4 

1 2.9 

1 3.5 

8.3 

1  1 .0 

12609 

111 

EDI  f^DAIID 

A007 

1 39 

5 1 93 

-1 

5 1 0.9 

22 

9.8 

8.0 

9.3 

12  3 

12306 

112 

ruDn  u 
cNKUN 

ooflv 

2 1 7 

6325 

1  4 

336.3 

39 

5.3 

4.3 

NA 

13.8 

10664 

ll:i 

AntKllAn  dKANU) 

084/ 

77 

8840 

6 

883.8 

1 0 

1 0.0 

9,6 

15,4 

1 9.6 

15221 

114 

1  ncuf  ( 

A  7  7  9 

Olio 

95 

1 3692y 

1 

-22.1 

NM 

NM 

6.6 

1 .8 

-0.4 

40492 

1 15 

FIDCT  IIMinU 

r  1 K  J 1  uniun 

A7  7  C 
0  /  /  J 

1 86 

4355 

1 

5 1 5.2 

62 

1 1 .8 

7.4 

1 2.5 

1 3.3 

51327 

lit) 

MADCU  B  MrlCMUAU 
nAKjn  &  nCLCNNAN 

A  7  7  7 
01 11 

1 47 

2937y 

6 

303.8 

-1 

10.3 

1 1 .0 

21 .9 

25.7 

2613 

117 

MrfAU/  rFIIIIIAD  T  n  M  M II M 1  f  A  T 1  n 

OOoO 

1  3 1 

1  743 

28 

-364.7 

NM 

NM 

NM 

NM 

-26  2 

891 6 

118 

lUN AuK A 

ooos 

1 10 

2 1 504 

3 

393.8 

1  1 

1 .8 

1 .7 

1  1 .7 

1 6.3 

11218 

1  v.* 

r  A  D  M  1  Id  r. 

0041 

1 1  1 

3744y 

1 4 

266.3 

-14 

7- 1 

9.5 

1  1 ,6 

1 4.6 

4286 

1  m 
1  /U 

U  Anui  c  c  T 

00  J  / 

1 78 

4628 

1 

518.4 

23 

1 1 .2 

9  2 

1  1 ,5 

18.1 

44557 

121 

rllNti  DUWtj 

AJi  7  1 

OOZ  1 

1 52 

3434 

3 

312.2 

8 

9.1 

8.6 

1  7.5 

1 8.9 

6499 

122 

AMCDITAU  CICTTDir  DAU/CD 

it  A  7A 
00/U 

1 36 

5045 

0 

527.7 

-4 

10.5 

10  9 

8.8 

11.1 

14215 

1213 

CDD IMT 
J  r  K  1  n  1 

0474 

1 69 

9230 

5 

427.2 

1  6 

4.6 

4,2 

1 0,3 

15  5 

1 0200 

124 

APPLE  COMPUTER 

6481 

90 

7224 

1 1 

525.7 

62 

7.3 

5.0 

23  0 

23.0 

4495 

12.J 

AMERICAN  GENERAL 

6434 

177 

4602 

5 

533.0 

1  1 

11,6 

10.9 

10.0 

1 1,5 

39742 

12(i 

UNOCAL 

6431 

155 

9069y 

-8 

196.0 

169 

2.2 

0.7 

4.2 

7.0 

9754 

6399 

82 

7763 

-2 

-126.0 

NM 

NM 

3.0 

NM 

-4.2 

9085 

127 

COMPANY  ^IIPIII 
TO  WATCH 

For  much  of  the  1980s,  CEO  Richard  J.  Mo- 
loney coulcJ  lean  on  three  blockbuster  prod- 
ucts—Roundup herbicide,  NutraSweet  sweeten- 
er, and  Colon,  on  ontihypertension  drug— to 
offset  gyrations  in  the  global  chemicals  busi- 

ness.  But  the  three  compounds  have  recently 
gone  off  patent  in  much  of  the  world,  and 
Mohone/s  ability  to  minimize  the  damage  may 
determine  Monsanto's  financial  health  for  the 
rest  of  the  1990s. 

128 

PHILADELPHIA  ELECTRIC 

6340 

150 

3962 

-1 

478.9 

-10 

12.1 

13.3 

8.3 

10.4 

12578 

129 

RHONE-POULENC  RORER 

6338 

89 

4096y 

7 

423.3 

30 

10.3 

8.5 

19.9 

33,8 

4403 

1 

130 

ENTERGY 

6261 

157 

41  17 

2 

500.5 

-8 

12.2 

13.4 

8.5 

10.2 

14240 

l:il 

ROCKWELL  INTERNATIONAL 

6220 

121 

10838 

-6 

487.5 

-16 

4.5 

5,0 

14,7 

17,7 

9312 

l:i2 

MARION  MERREIL  DOW 

6206 

66 

3320 

16 

585.0 

17 

20.6 

205 

33.6 

36,0 

3213 

1 

i:t.-i 

AMP 

6163 

106 

3337 

8 

290,0 

12 

8  7 

8  4 

15,5 

14,9 

3005 

134 

DIGITAL  EQUIPMENT 

6150 

94 

14162 

-1 

-2500.8 

NM 

NM 

NM 

NM 

-52,9 

1  1026 

Kif, 

CENTRAL  &  SOUTH  WEST 

6099 

166 

3289 

8 

404,0 

1 

12  3 

13,2 

10,3 

13,1 

9844 

l:3(i 

HOUSTON  INDUSTRIES 

6055 

148 

4596 

3 

379.8 

-18 

8.3 

10.4 

7.6 

9.9 

11994 

l:!7 

OCCIDENTAL  PETROLEUM 

6014 

134 

8494 

-11 

126-0 

-66 

1,5 

3,9 

3,3 

2.8 

15942 

l?* 

ALUMINUM  CO.  OF  AMERICA 

5990 

122 

9492 

-4 

22  4 

-64 

02 

0.6 

3.3 

0.4 

1 1023 

i:;'j 

WACHOVIA 

5937 

160 

2778 

-1  1 

433  2 

89 

15,6 

7,3 

18  8 

16,1 

33367 

140 

CATERPILLAR 

5931 

158 

10194 

0 

-218,0 

NM 

NM 

NM 

NM 

-13.8 

13935 

1 

141 

COOPER  INDUSTRIES 

5880 

109 

6159y 

0 

361,3 

-8 

5  9 

6.4 

8.9 

8.8 

6874 

142 

TENNECO 

5868 

161 

13139 

-2 

233,0 

NM 

1,8 

NM 

NA 

7,4 

18022 

M:i 

COMMONWEALTH  EDISON 

5866 

91 

6026 

-4 

514,0 

442 

8  5 

1  5 

6,7 

7,8 

18016 

144 

UST 

5858 

130 

1044x 

15 

312.6 

18 

29  9 

29.3 

66  2 

66.2 

668 

145 

PARAMOUNT  COMMUNICATIONS 

5829 

143 

4138 

2 

252,7 

71 

6  1 

3  6 

7  1 

6  7 

7054 

14li 

GEORGIA-PACIFIC 

5815 

138 

11847 

3 

-600 

NM 

NM 

NM 

NM 

-2.5 

10890 

147 

BANKERS  TRUST  NEW  YORK 

5791 

163 

6550 

-4 

761  0 

14 

1  16 

9  7 

NA 

22.1 

72448 

1 

148 

SUNTRUST  BANKS 

5759 

164 

3110 

-7 

413.3 

12 

13,3 

1  1.0 

16,1 

15.6 

36649 

149 

UNITED  TECHNOLOGIES 

5683 

1  16 

22032y 

4 

35  0 

NM 

0,2 

NM 

5,3 

-0.2 

15928 

150 

DAYTON  HUDSON 

5654 

172 

17275a 

10 

326.0 

-5 

1.9 

2.2 

9.1 

13.3 

10728 
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LUAIION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

ENt 

C£ 

I2.M0NIH 
HIGH/ 

low 

S 

PRICE 
4S%0f 

VAIUS 

RAIIO 

YIEID  PAYOUT 

lOIAl 
RETURN 

INSTI. 
:  lUIIONS 
HOLDING 

SKRS 
OUT 
MIL 

TURN. 
OVER 

FY 

IWI 
ACTUAl 
S 

1992 
ACTUAL 
S 

ANALYSTS' ESTIMATES 
1993            VARI-  : 
ESI            ATION  '■ 

s  % 

'0 

72/44 

160 

8 

1.72 

14 

24 

59 

103 

121.3 

12 

6.02 

8.36 

7.11 

7.2 

Nonbank  fin.  A 

10 

55/41 

436 

21 

2.57 

53 

13 

69 

144 

38.4 

12 

2.00 

2  40 

2.82 

3  2 

Poblishing/TV  B 

iS 

70/54 

265 

22 

2  96 

66 

18 

51 

106 

41.9 

12 

1.90 

3.01 

4  05 

5.2 

Housing  A 

i  ;4 

54/37 

516 

26 

1.18 

31 

22 

37 

132 

37,2 

01 

1.94 

2.09 

2  63 

3,4 

Food  C 

13 

■J   

44/34 

174 

16 

5.72 

89 

27 

37 

164 

29.5 

12 

2.94 

2.76 

3.06 

2,9 

Utilities  A 

18 

40/32 

184 

14 

6  38 

92 

22 

38 

183 

41.6 

12 

2  31 

2  65 

2  73 

2  9 

Utilities  A 

>8 

60/33 

303 

20 

2.42 

49 

69 

55 

119 

53.8 

12 

2.14 

2.86 

2.94 

6,8 

Utilities  B 

!  U 

50/34 

153 

8 

5  84 

46 

-18 

56 

203 

43.0 

12 

3  91 

4  29 

4.39 

4,1 

Consumer  E 

1 

)4 

127/98 

113 

NM 

0.96 

DEF 

-5 

51 

65 

35.9 

12 

13.14 

-0.33 

12.07 

7,6 

Nonbank  (in.  A 

18 

48/34 

186 

13 

2  94 

38 

32 

54 

142 

61.6 

12 

2  55 

3.72 

4  32 

2  1 

Banks  C 

?3 

98/71 

569 

22 

2.92 

64 

30 

64 

73 

35.8 

12 

4.18 

4.21 

4.72 

3.2 

Nonbank  fin.  A 

37 

41/20 

481 

NM 

0.00 

0 

5 

42 

183 

1 1 1.3 

12 

-2.04 

-2.03 

-1.04 

30.8 

Telecomms.  A 

27 

34/25 

293 

16 

2.30 

36 

2 

34 

247 

47.9 

05 

1.50 

1.73d 

2.00 

2.5 

Food  B 

:}  34 

40/29 

368 

24 

1.99 

49 

-1 

62 

194 

440 

12 

1.66 

1.40 

2,09 

4.8 

Manufacturing  A 

47 

47/34 

245 

14 

2.45 

33 

27 

74 

140 

43.5 

12 

2.95 

3.48 

3.95 

3,0 

Banks  B 

;  42 

43/28 

40, 

22 

2.14 

46 

23 

77 

157 

37.8 

12 

1.80 

1  96 

2  32 

2  6 

Office  equipment  A 

36 

36/30 

158 

14 

6.69 

94 

23 

29 

185 

36.2 

12 

2.70 

2.54 

2.71 

3,3 

Utilities  A 

1  29 

29/21 

237 

15 

3  42 

52 

38 

61 

222 

66  6 

12 

1  68 

1,93 

2  16 

5  6 

Telecomms.  A 

!|  55 

69/42 

284 

13 

0.87 

11 

-21 

66 

118 

334.6 

09 

2.58 

4,33 

4.55 

6,2 

Office  equipment  B 

:  30 

31/20 

1 39 

12 

3.70 

45 

49 

36 

216 

35.9 

12 

2.13 

2  45 

2.60 

1.5 

Nonbank  fin.  B 

27 

29/20 

251 

36 

2.62 

93 

30 

75 

240 

71.9 

12 

0.31 

0.75 

1.30 

15.4 

ruei  □ 

]  53 

71/50 

213 

NM 

4.22 

DEF 

-20 

60 

120 

80.2 

12 

2.33 

-1,01 

3.71 

8,9 

Chemicals 

One  of  his  first  steps  to  recovery  has  been 

a 

been  the  G.D.  Searle  pharmaceutical  unit. 

more  immediate  boost  will 

come  from  its 

barrage  of  cost<utting.  Late  last  year,  the  com- 

As for 

the  future,  Monsanto  is  still  hoping 

recent  purchase 

of  chevron's  Ortho  lown-ond- 

pany  took  a 

$425  million  restructuring  write- 

that  its  $600  million  investment  over  the  last 

garden<are  business.  Still,  Monsanto  has 

1  off  after  eliminating  some  3,200  jobs,  or  10% 

decade 

in  biotechnology  research  will  eventu- 

much  cultivation  to  do  before  its  own  garden 

of  Monsanto 

s  work  force.  Hardest  hit  has 

ally  yield  some  money-making  results.  But 

a 

blooms 

again. 

0  29 

30/24 

158 

15 

4  87 

74 

26 

35 

221 

46.6 

12 

2.15 

1,90 

2  32 

2  6 

Utilities  A 

46 

63/43 

518 

15 

1.92 

29 

-27 

22 

138 

31.2 

12 

2,37 

2,99 

3.55 

3,1 

Health  care  B 

36 

37/26 

146 

14 

4.48 

65 

35 

64 

175 

51.5 

12 

2.64 

2.48 

2.70 

1.9 

Utilities  A 

28 

31/22 

226 

13 

3.24 

43 

12 

53 

219 

32.6 

09 

2.57 

2.16 

2.46 

2  0 

Conglomerates 

23 

37/21 

329 

9 

4.42 

41 

-31 

16 

274 

31.7 

12 

2.08 

2  44 

2.64 

4.2 

Health  care  6 

59 

66/53 

317 

21 

2.72 

58 

-5 

82 

105 

513 

12 

2.45 

2  75 

2  98 

13 

Electrical  D 

47 

63/30 

130 

NM 

0.00 

0 

-23 

63 

132 

131.3 

06 

-5.08 

-18.50 

-1.83 

38.8 

Office  equipment  B 

32 

33/24 

208 

16 

5  00 

80 

32 

45 

188 

35.6 

12 

1.99 

2.03 

2.15 

1.4 

Utilities  A 

47 

49/40 

176 

18 

6.42 

114 

21 

52 

130 

42.9 

12 

3.28 

2.63 

3,46 

2.9 

Utilities  A 

20 

23/16 

139 

48 

5.03 

244 

10 

39 

303 

56.1 

12 

1.25 

0  41 

0  64 

39  1 

Fuel  B 

70 

81/63 

122 

NM 

2.29 

667 

3 

77 

86 

96.4 

12 

0.71 

0.24 

3  99 

28.6 

Metals  A 

69 

70/57 

220 

14 

3.12 

44 

18 

49 

86 

18.3 

12 

2.65b 

4  96 

5,41 

2.0 

Banks  C 

59 

62/47 

377 

NM 

1.02 

DEF 

20 

70 

101 

75.5 

12 

-4.00 

-2.16 

1,86 

43.5 

Manufacturing  C 

52 

59/42 

168 

19 

2.54 

49 

-1 1 

64 

113 

59.7 

12 

3.04 

2.71 

3,09 

3.2 

Electrical  A 

46 

47/33 

199 

31 

3.50 

107 

25 

60 

128 

69.5 

12 

-5.62 

1.50 

2.74 

1 1.7 

Conglomerates 

28 

36/22 

103 

13 

5.82 

77 

-16 

53 

213 

66.0 

12 

0,08 

2  08 

1.88 

19  1 

Utilities  A 

28 

35/25 

1241 

20 

2.84 

57 

-1 

55 

208 

41.7 

12 

1.18 

1.41 

1.64 

1.2 

Consumer  E 

SO 

50/41 

144 

22 

1.61 

35 

6 

55 

117 

66.1 

10 

1.03 

2  27 

2.55 

5.9 

Leisure  B 

66 

72/48 

240 

NM 

2.42 

DEF 

5 

65 

88 

101.4 

12 

-0,40 

-0.69 

1.47 

49.0 

Paper  A 

70 

70/50 

175 

8 

4  47 

35 

12 

75 

83 

63.0 

12 

775 

8  82 

8.28 

4.8 

Banks  A 

46 

47/34 

218 

14 

2.43 

34 

23 

56 

125 

22.6 

12 

2.90 

3.28 

3.62 

17 

Banks  C 

46 

58/42 

161 

NM 

3  90 

DEF 

-8 

77 

123 

72.0 

12 

-8.91 

-0.05 

3.90 

14.9 

Aerospace 

79 

85/59 

249 

16 

2.02 

33 

15 

82 

71 

98.1 

01 

3.86 

4.86d 

5.83 

4.3 

Retailing 
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COMPANV 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$Mll 

YEAR 
AGO 
RANK 

12 

MONTHS 
1*92 
S  MIL 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIL 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12  « 
MONTHS  :0 
1992  ? 

151 

READER'S  DIGEST  ASSOCIATION 

1 40 

281 1 

1 4 

256.8 

16 

9.1 

9.0 

27.7 

28.2 

1 996 

152 

NBD  BANCORP 

CA  )  A 
do  34 

2 1 6 

3373 

~7 

338  0 

-7 

10.0 

10  0 

1 3,6 

12  2 

40937 

153 

CISCO  SYSTEMS 

JO  j3 

343 

474 

94 

1 22  4 

108 

25.9 

24.1 

42  4 

42.4 

425 

154 

CNA  FIN&NCUl 

1 59 

10793 

-3 

-662  4 

NM 

NM 

5  5 

NM 

-1 2.7 

36681 

155 

BURLINGTON  RESOURCES 

jOUO 

1 70 

1 141 

10 

1 89.7 

89 

16.6 

9.7 

7.6 

7.9 

4470 

15(> 

WELIS  FARGO 

C  CAT 

228 

5204 

- 1 1 

283.0 

NM 

5  4 

0,4 

5,5 

7  4 

52537 

157 

GREAT  LAKES  CHEMICAL 

207 

1496 

1 4 

232.7 

48 

15  6 

12.0 

23.7 

22.3 

1655 

158 

DETROIT  EDISON 

1  79 

3558 

- 1 

588.0 

4 

16.5 

15  8 

1 1 .6 

18.3 

10443 

159 

NIKE 

C  3  3  fl 

1 46 

3690 

1  5 

35 1 .9 

15 

9.5 

9.5 

24.8 

24.0 

2074 

t60 

USX-MARATHON  GROUP 

3  J  J  / 

1 28 

12782x 

-9 

1 09.0 

NM 

0.9 

NM 

3.9 

3.2 

11141 

Ifil 

AETNA  LIFE  &  CASUALTY 

C3n7 

1 65 

17497 

-3 

-5.3 

NM 

NM 

2.0 

NA 

-0.1 

89928 

l(i2 

CARNIVAL  CRUISE  LINES 

C  7  7  ■) 

1  76 

1474 

5 

28 1 .7 

1  1 

19.1 

18  1 

16  8 

20.7 

2646 

1B3 

WINN-DIXIE  STORES 

248 

10481 

3 

232.4 

31 

2  2 

1 .7 

23.3 

23.6 

2096 

\M 

RALSTON  PURINA 

c  7  >n 

01'*  1 

1  26 

7901 

6 

326  0 

-16 

4. 1 

5.2 

16.2 

86.7 

5071 

lfi5 

RUBBERMAID 

OA! 
01'*  1 

1 54 

1805 

8 

166.9 

3 

9.2 

9.8 

17.0 

16.9 

1327 

l(i(i 

CAROLINA  POWER  S  LIGHT 

C  7  >1  /I 

1  90 

2767 

3 

379.6 

1 

13,7 

1  4,0 

9,9 

1  4,4 

7706 

167 

GOODYEAR  TIRE  &  RUBBER 

C  7  1  1 
3/11 

1  85 

1 1 785 

8 

367.3 

393 

3,1 

0  7 

1  1  0 

1 2.2 

8564 

MELVILLE 

0  1 U6 

1  5 1 

10433 

6 

1 56.0 

-55 

1  5 

3  5 

9  0 

8.0 

4214 

lt)9 

CHASE  MANHATTAN 

3U  34 

246 

11125 

~6 

639.0 

23 

5.7 

4,4 

1  7,0 

10.5 

95862 

170 

DILLARD  DEPARTMENT  STORES 

3U33 

1  74 

4883/ 

1 7 

236.4 

15 

4.8 

4,9 

9,6 

13.8 

4107 

171 

AIR  PRODUCTS  S  CHEMICALS 

cn  3A 
3U3U 

1 62 

3270 

1 0 

281 .8 

12 

8  6 

8.5 

1 1.6 

13.6 

4503 

172 

VIACOM 

cn  7  A 
0\)L\) 

1 93 

1 865 

9 

66. 1 

NM 

3.5 

NM 

4.7 

9,0 

4321 

173 

MEDCO  CONTAINMENT  SERVICES 

4  000 
4777 

1 92 

2131 

36 

113.9 

34 

5  3 

5,4 

1 1 .5 

14.5 

1473 

174 

MASCO 

47  70 

1 96 

3525 

1 2 

1 83. 1 

308 

5.2 

1 .4 

7.4 

9.7 

3987 

175 

QUAKER  OATS 

>(  0  ff  C 
4703 

1 67 

5705 

2 

281 .5 

10 

4.9 

4.6 

21.9 

40.1 

2783 

17(i 

HERSHEY  FOODS 

47U4 

206 

3220 

1 1 

242  6 

1  1 

7.5 

7,6 

15,8 

17.1 

2673 

177 

ORACLE  SYSTEMS 

>l  fi  70 

46/7 

285 

1310 

2 1 

89  0 

165 

6  8 

3,1 

1 6  8 

20.5 

969 

17X 

AMERADA  HESS 

A9^  k 

45/0 

232 

5970y 

-7 

7.5 

-91 

0.1 

1  3 

NM 

0.2 

8912 

170 

UPJOHN 

J  Q  7  3 

4o/3 

101 

3669 

7 

547,2 

2 

14.9 

15,7 

19  4 

26.6 

4605 

180 

TEXAS  INSTRUMENTS 

j|  9  7  7 

4o// 

268 

7440 

1 0 

247.0 

NM 

3.3 

NM 

9.7 

12.4 

51 85 

IMl 

SYSCO 

>l  7  fi  1 
4/01 

191 

9343 

1 0 

1  79.7 

1 1 

1.9 

1.9 

12.3 

15.4 

2473 

1X2 

PACIFICORP 

4/80 

141 

3242 

2 

1 50.2 

-66 

4.6 

14  1 

5.1 

3,4 

12932 

183 

THE  GAP 

4/66 

108 

2960 

1 8 

210.7 

-8 

7  1 

9  1 

23.8 

25,7 

1 297 

184 

BROWNING-FERRIS  INDUSTRIES 

Al  Ak 

4/40 

2  1 3 

3334 

5 

1  87.6 

320 

5.6 

1 ,4 

9.4 

13,1 

4080 

185 

WALGREEN 

4738 

182 

7681 

1 1 

225.4 

14 

2  9 

2.9 

18.4 

18.0 

2522 

18(1 

SALOMON 

4667 

231 

8196y 

-1  1 

550,0 

8 

6.7 

5.5 

13  8 

14.0 

147162 

187 

R.R.  DONNELLEY  &  SONS 

4666 

199 

4193 

7 

234.7 

15 

5.6 

5.2 

115 

12.8 

3492 

188 

FLEET  FINANCIAL  GROUP 

4631 

221 

4852 

9 

279  8 

187 

5,8 

2  2 

8  3 

10.8 

46938 

4585 

103 

8447 

-34 

348,0 

NM 

4.1 

NM 

1 1,2 

8.0 

10398 

^^^^^  WESTINGHOUSE 

The  faded  giant,  reeling  under  $5  billion 

in 

cial 

obligations  this  year,  Westinghouse  may 

189: 

charges  from  losses  at  its  credit  division,  at  last 

have  to  unload  more  than  the  five  divisions 

saw  besieged  CEO  Paul  E.  Leg 

o  hit  the  road  in 

already  up  for  sale. 

January.  But  his 

replacement  will  inherit 

a  mess: 

Even  after 

all  that  trimming,  whatever  ulti- 

Awash  in 

debt  and  facing  $T.5  billion  in 

finan- 

mately  remains  of  Westingh 

ouse  will  still  need 

190 

BANK  OF  NEW  YORK 

4570 

284 

3583 

-15 

369.0 

202 

10.3 

2.9 

107 

10.8 

40909 

191 

U.S.  HEALTHCARE 

4563 

230 

2189y 

28 

200  0 

32 

9.1 

8  8 

39  6 

43  9 

981 

192 

CONSOLIDATED  RAIL 

4550 

225 

3345 

3 

282  0 

NM 

8  4 

NM 

9,2 

9.8 

7150 

193 

STUDENT  LOAN  MARKETING  ASSN. 

4537 

129 

2787 

-14 

393.9 

14 

14,1 

10.6 

4,9 

38.1 

46621 

194 

AMGEN 

4533 

87 

1093 

60 

357  6 

265 

14  3 

14.3 

33  6 

38  3 

1374 

195 

AMERICAN  CYANAMID 

4519 

124 

5268 

6 

395  1 

10 

7.5 

7.2 

13.5 

14.1 

5739 
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ALPHABETICAl  INDEX  OF  COMPANIES  BEGINS  ON  PAGI 


.'UATION 

:  DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

!  II 

i 

IJ-MONTH 
HIGH/ 

low 
$ 

MICE 
AS%OF 
eOOK 

PE 

YIELD  PAVOUI 

%  % 

lOtAl 
RETURN 

INSII. 
tUIIONS 
HOLDING 

% 

SHRS, 
OUT 
Mil 

lURN 
OVER 

FY 

1991 
ACTUAL 

s 

199! 
ACTUAL 
S 

ANALYSTS' ESTIMATES 
1993  VARI. 
EST  ATION 

S  % 

1 

56/43 

622 

24 

2.51 

62 

13 

37 

119 

23.4 

06 

1.74 

1.95 

2.27 

2.2 

Publishing/TV  B 

36/27 

229 

1  7 

3.07 

51 

19 

39 

160 

27  9 

12 

2  49 

2  1 1 

2  94 

4,4 

Banks  B 

95/33 

1 950 

69 

0.00 

0 

1  15 

90 

61 

449.3 

07 

0,69 

1  33 

2  52 

2  8 

Office  equipment  C 

103/79 

107 

NM 

0,00 

0 

1  6 

NA 

62 

7  2 

12 

9,80 

-10  79 

402 

27  4 

Nonbank  fin.  B 

46/34 

233 

30 

1.15 

35 

20 

66 

129 

59.6 

12 

1.48 

1.44 

1.56 

13.5 

Fuel  B 

1 

104/61 

1 76 

23 

1  98 

45 

47 

66 

55 

171  0 

12 

0.04 

4.44 

700 

17,9 

Banks  D 

79/50 

533 

24 

0  41 

10 

37 

76 

71 

65.9 

12 

2  23 

3.27 

3  88 

3,6 

Chemicals 

37/30 

1 77 

10 

5,41 

52 

2 1 

36 

1  47 

39,4 

12 

3  64 

3,79 

3  22 

40 

Utilities  A 

90/55 

364 

15 

1,13 

17 

0 

51 

76 

92,8 

05 

4.30 

4,83d 

5  51 

3.8 

Consumer  A 

24/16 

164 

50 

3,65 

184 

-13 

59 

287 

63,7 

12 

-0.31 

0,37 

0,62 

37,1 

Fuel  B 

I' 

54/38 

73 

NM 

5.74 

DEF 

13 

73 

1 10 

59,6 

12 

4.59 

-0.05 

4,02 

17  9 

Nonbank  fin.  B 

7 

39/24 

387 

1 9 

1,50 

28 

17 

26 

141 

32,4 

1 1 

1.85 

2,00 

2,31 

2,6 

Leisure  D 

? 

80/39 

534 

24 

1,92 

47 

68 

1  9 

77 

1 8,9 

06 

2.20 

2.82 

3  10 

2,9 

Food  C 

1 

56/41 

1  492 

1 8 

2,50 

45 

-8 

46 

104 

45,0 

09 

3,34 

2  82 

3.44 

4,4 

Food  B 

35/27 

531 

32 

1.19 

38 

-2 

45 

160 

34,9 

12 

1.02 

1,04 

1.32 

2.3 

Manufacturing  A 

33/25 

207 

14 

5,03 

70 

26 

31 

161 

39,1 

12 

2  27 

2  36 

2,31 

3  0 

Utilities  A 

76/56 

173 

1  4 

1.39 

19 

6 

75 

72 

129,5 

12 

1,24 

5,14 

6,1 1 

5.4 

Automotive  C 

9 

55/44 

292 

36 

3.12 

113 

-1 

78 

105 

36  8 

1 2 

3.20 

1,34 

4  18 

3,1 

Retailing 

2 

32/20 

103 

9 

3.71 

35 

35 

60 

156 

132,7 

12 

3.12 

3,46 

3.45 

9,9 

Banks  A 

5 

53/30 

294 

21 

0.18 

4 

3 

75 

1  13 

88,3 

01 

1.84 

2  11 

2.53 

4,3 

Retailing 

U 

50/40 

244 

18 

1.95 

35 

5 

75 

1 14 

49,8 

09 

2.23 

2.45 

2  63 

2,3 

Chemicals 

2 

46/28 

681 

76 

0,00 

0 

17 

7 

120 

4,8 

12 

-0,41 

0,55 

112 

15  2 

Publishing/TV  A 

13 

40/25 

629 

49 

0.12 

6 

3 

85 

151 

2 1  1 ,6 

06 

0,43 

0,68 

0  86 

4.7 

Health  care  .A 

13 

35/22 

263 

27 

1.92 

53 

21 

66 

150 

60,9 

12 

0,30 

1,21 

1,77 

3,4 

Consumer  B 

i9 

71/50 

721 

21 

2.78 

59 

12 

55 

72 

69.8 

06 

3.05 

3,25 

4.08 

2.0 

Food  B 

)4 

54/38 

346 

20 

1,99 

40 

26 

29 

90 

25.7 

12 

2  43 

2  69 

2  96 

1,7 

Food  B 

U 

36/12 

1110 

38 

0.00 

0 

64 

49 

142 

245,5 

05 

0,43 

0,90d 

1  23 

5,7 

Office  ecjuipment  C 

i2 

52/37 

137 

NM 

1.15 

667 

25 

62 

93 

71 ,2 

1 2 

1,04 

0,09 

1,44 

34,7 

Fuel  6 

28 

42/26 

240 

9 

5.36 

49 

-27 

57 

175 

89  2 

12 

2.96 

3,04 

3,26 

2,8 

Health  care  B 

58 

59/32 

284 

23 

1,23 

29 

53 

73 

83 

133,2 

12 

-5.40 

2,50 

4,10 

15,4 

Electrical  D 

25 

28/22 

410 

27 

1.10 

30 

1 1 

60 

188 

43.6 

06 

0.84 

0.93 

1.07 

2,8 

Food  A 

18 

24/17 

145 

42 

8.68 

367 

-8 

29 

269 

41 ,2 

12 

1,86 

0,42 

1  48 

1  1,5 

Utilities  A 

33 

51/28 

582 

23 

0.97 

22 

-36 

33 

1 44 

130,8 

01 

1,62 

1,47 

1,72 

5.2 

Retailing 

28 

29/20 

332 

25 

2  43 

61 

19 

66 

170 

64,5 

09 

0,42 

1,11 

1,33 

3,0 

Services  C 

39 

45/30 

378 

22 

1.56 

34 

9 

50 

123 

40.4 

08 

1.58 

1.78 

2  01 

1.0 

Health  core  A 

40 

42/27 

135 

10 

1,59 

15 

31 

66 

116 

60.9 

12 

3,90 

4,18 

4,51 

18,0 

Nonbank  fin.  A 

30 

34/24 

255 

20 

1,73 

34 

18 

71 

156 

30  8 

12 

1.32 

1,51 

1,71 

4  1 

Services  D 

34 

35/26 

198 

19 

2.64 

51 

13 

52 

136 

49  6 

12 

0,67 

1,78 

2,87 

4  5 

Bonks  A 

13 

21/9 

115 

14 

3.02 

43 

-30 

40 

346 

78  3 

12 

-3.46 

093 

1.04 

4,8 

Electrical  A 

major  work.  While  some  of  its  businesses  are 

Eastern  European  nations  for  new  contracts. 

broadcasting  properties 

may  be  put  on  the 

mildly  profitable,  their  future  is 

in  doubt.  The 

True,  Group  W 

s  radio  and  television 

block  as 

well.  The  best  thing  Westinghouse 

electronics  arm  counts  on  dwir 

dling  defense 

stations  ore  cash 

cows. 

But  if  funds  remain  in 

may  be  offering  its  new  CEO  may  be  the  confi- 

spending for  most  of  its  business,  while  the  nu- 

short supply  after  the  sale  of  the  Knoll  Group 

dence  that  things 

can't  get  much  worse.  Or 

clear-power  unit  is  depending 

on  cash-poor 

furniture  business  and  other  assets,  some 

could  they? 

57 

60/36 

147 

13 

2.67 

36 

41 

78 

80 

86.2 

12 

1.36b 

4.23 

5.20 

4.0 

Bonks  A 

43 

60/29 

1000 

23 

1  22 

28 

27 

73 

107 

303.6 

12 

1.39 

1.85 

2  21 

4.1 

Health  care  C 

57 

59/36 

171 

17 

1.93 

34 

32 

87 

80 

1219 

12 

-2.70 

3,28 

3  71 

5.7 

Transportation  B 

51 

76/46 

451 

12 

2.36 

29 

-24 

88 

89 

109.8 

12 

3.55 

4.21 

4  91 

1.2 

Nonbank  fin.  A 

33 

78/32 

485 

14 

0,00 

0 

-44 

68 

136 

285,0 

12 

0,67 

2.43 

2,41 

4,6 

Health  care  B 

50 

65/46 

161 

12 

3.29 

38 

-17 

64 

90 

68.0 

12 

3.85 

4.35 

460 

5.2 

Chemicals 

H30IN0TES  TO  TABLES  APPEAR  ON  PAGES  162,  163 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAR 
HANK 

12 

MONTHS 
SMIt 

CHANGE 
FROM 

12 

MONTHS 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1 992 

12 

MONTHS 
1991 

ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 

%  % 

12 

MONTHS 
1992 

SMIl. 

196 

PENNSYLVANIA  POWER  &  LIGHT 

4519 

208 

2744 

0 

346.7 

0 

12.6 

12.7 

NA 

1 3  1 

8192 

197 

MEDTRONIC 

4515 

175 

1304 

16 

201.0 

30 

15.4 

13.7 

26  0 

22  8 

1272 

198 

AVON  PRODUCTS 

4495 

226 

3810 

6 

175  0 

-17 

4.6 

5.9 

NA 

71  7 

1820 

199 

TORCHMARK 

4484 

249 

2046 

7 

265.5 

8 

13.0 

12  9 

1  9  2 

24  9 

6762 

200 

ALLTEL 

4478 

244 

2092 

11 

228.6 

15 

10.9 

10.6 

1 2.4 

1 7.5 

3126 

201 

AMR 

4453 

153 

14396 

12 

-475.0 

NM 

NM 

NM 

NM 

-118 

18394 

202 

GEICO 

4414 

234 

2420y 

13 

172.8 

-12 

7.1 

9  1 

1 2.6 

1 3.9 

4378 

2o:! 

BARNETT  BANKS 

4409 

339 

3457 

-9 

207.7 

155 

60 

2  1 

NA 

8  1 

39465 

204 

HONEYWELL 

4400 

156 

6223 

0 

399  9 

21 

6.4 

5.3 

1  7.8 

1 9  7 

4932 

205 

BURLINGTON  NORTHERN 

4390 

229 

4630 

2 

299.0 

NM 

6.5 

NM 

1  2  9 

2 1 .3 

6537 

20t) 

MORGAN  STANLEY  GROUP 

4356 

188 

7382y 

NA 

510.5 

NA 

6.9 

NA 

43.5 

1 7.8 

80353 

207 

CIGNA 

4340 

195 

18582/ 

-1 

337.0 

-26 

18 

2.4 

5  1 

5  9 

69800 

208 

CONSOLIDATED  NATURAL  GAS 

4281 

250 

2521y 

-3 

195.0 

16 

77 

6.5 

8  7 

9.4 

5242 

209 

SYNTEX 

4262 

57 

2043 

5 

332  3 

-26 

16  3 

23.2 

NM 

28  6 

2935 

210 

NATIONAL  CITY 

4261 

309 

2784 

-12 

346  9 

47 

12.5 

7.5 

14.6 

14.4 

28963 

211 

INTERNATIONAL  FLAVORS  &  FRAGRANCES 

4241 

197 

1 126 

1 1 

176.7 

5 

15.7 

16  6 

17.5 

16.9 

1268 

212 

KEYCORP 

4236 

349 

2239 

-2 

245  6 

31 

1 1.0 

8.2 

NA 

15.4 

25457 

213 

PRIMERICA 

423  1 

184 

5096y 

-2 

756.2 

58 

14.8 

9.2 

15.0 

19  9 

23397 

214 

LIN  BROADCASTING 

4216 

201 

573 

22 

-95.1 

NM 

NM 

NM 

3.1 

NM 

2804 

4211 

180 

3702 

2 

56.8 

-31 

1.5 

2.3 

3.0 

3.0 

4070 

215 

COMPANY^IIfPIIII 

WATc^JjUjH 

California's  ongoing  economic  problems  and 
on  advertising  drought  continue  to  batter  away 
at  Times  Mirror's  publishing  group,  which 
draws  roughly  half  of  its  revenues  from  news- 
papers that  include  such  behemoths  as  the  Los 

Angeles  Times  and  New  York's  Newsday. 

After  watching  the  company's  earnings 
decline  for  three  straight  years,  management 
took  $250  million  in  charges  in  1992  to  cut 
staff.  The  money  went  mostly  to  pay  for  eorly- 

210 

COMPUTER  ASSOCIATES  INTERNATIONAL 

4151 

286 

1771 

27 

204.2 

42 

1 1.5 

103 

18.2 

213 

2283 

217 

FREEPORT-McMORAN  COPPER  S  GOLD 

4150 

194 

714 

53 

129.9 

27 

18.2 

21.8 

14.4 

19  0 

1694 

218 

ILLINOIS  TOOL  WORKS 

4124 

215 

2812 

7 

192.1 

6 

6.8 

6.8 

13.7 

143 

2204 

219 

DEERE 

4121 

198 

6933y 

-2 

29  7 

890 

0.4 

0.0 

6  4 

1.1 

11518 

220 

H&R  BLOCK 

4085 

210 

1449y 

9 

163.4 

8 

1 1.3 

11.3 

29.5 

29.5 

707 

221 

FIRST  INTERSTATE  BANCORP 

4041 

202 

4102 

-20 

282  3 

NM 

6  9 

NM 

7.6 

8  5 

50863 

222 

UNION  ELECTRIC 

3996 

227 

2015 

-4 

302.7 

-6 

15.0 

15  3 

9.0 

13.2 

5797 

223 

DURACELL  INTERNATIONAL 

3982 

241 

1682 

6 

168  0 

48 

10.0 

7,1 

12  4 

14.9 

2210 

224 

GENUINE  PARTS 

3982 

205 

3669 

7 

219.8 

6 

6.0 

6.0 

17.8 

18.3 

1597 

225 

WM.  WRIGLEY  JR. 

3972 

269 

1287 

12 

148  6 

15 

11.5 

112 

29,9 

29  8 

71  1 

226 

ARCO  CHEMICAL 

3969 

212 

3098 

9 

197.0 

5 

6.4 

6  6 

8.5 

1 1.5 

3600 

227 

6ENENTECH 

3965 

243 

496y 

8 

20  8 

-53 

4.2 

9.6 

2.2 

2.1 

1305 

228 

LOUISIANA-PACIFIC 

3959 

334 

2185 

28 

176.9 

216 

8.1 

3.3 

111 

13.0 

2206 

229 

SAFECO 

3957 

260 

348 1y 

3 

3113 

20 

8.9 

7.7 

11.1 

12.7 

13252 

230 

SOCIETY 

3925 

397 

2405 

-12 

301.2 

294 

12.5 

2.8 

NA 

16.3 

24978 

231 

WOOLWORTH 

3868 

204 

9962y 

0 

280.0 

NM 

2  8 

NM 

14.1 

13  6 

4692 

232 

ROHM  &  HAAS 

3868 

223 

3063y 

11 

173.9 

7 

5  7 

5.9 

8  8 

11.1 

3445 

WHEELABRATOR  TECHNOLOGIES 

3859 

278 

1483 

26 

176  4 

40 

1 1.9 

10.7 

12  0 

17  2 

2962 

234 

TRAVELERS 

3853 

360 

9676 

-15 

-827.0 

NM 

NM 

2.7 

-13.4  - 

-19.4 

53602 

235 

CHEMICAL  WASTE  MANAGEMENT 

3840 

189 

1519 

12 

129.7 

29 

8.5 

7.4 

10.3 

12.9 

2338 

236 

TYSON  FOODS 

3825 

326 

4295 

8 

168.1 

13 

3.9 

3.7 

9.9 

13  7 

3170 

UNUM 

3822 

318 

2641 

9 

248  8 

21 

9.4 

8.5 

28.1 

14.8 

11214 

238 

TRANSAMERICA 

3820 

233 

4988y 

8 

342.9 

660 

6  9 

1.0 

6  4 

1 1.2 

32298 

239 

FIRST  DATA 

3795 

NR 

1205 

17 

141  4 

20 

1  1  7 

1 1.5 

14.9 

18.5 

3916 

240 

COMERICA 

3791 

401 

2270 

-12 

226.0 

-17 

10.0 

10.7 

10.6 

11.2 

26587 
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lATinN 

DIVIDENDS 

SHARES 

i  EARNINGS  PER  SHARE 

INDUSTRY  GROUP.. 

12.M0NIH 

MICE 

INSTI. 

ANALYSTS' ESTIMATES 

HIGH/ 

AS%OF 

TOTAL 

TUIIONS 

SHRS 

TURN- 

1991 

199! 

1993 

VARI- 

tow 

BOOK 

P.E 

YIELD 

PAYOUT 

RETURN 

HOLDING 

OUT 

OVER 

ACTUAL 

ACTUAL 

EST 

ATION 

RATIO 

% 

MIL 

FY 

S 

S 

S 

30/24 

193 

15 

5.38 

79 

28 

26 

152 

22.8 

12 

2.01 

2.02 

2. 1 2 

1 .9 

Utilities  A 

105/63 

512 

23 

0.74 

17 

-5 

70 

60 

79  7 

04 

2  71 

3.32d 

4.04 

2.0 

Health  care  D 

63/45 

1 841 

26 

2.55 

66 

27 

77 

72 

75.4 

12 

2.92 

2.43 

3.81 

1 .6 

Consumer  D 

65/36 

426 

17 

1.75 

30 

59 

54 

74 

38  1 

12 

3.13 

3.58 

3.99 

2.3 

Nonbanic  fin.  B 

51/35 

346 

20 

3.30 

66 

28 

54 

92 

27.9 

12 

2,34 

2.44 

2.82 

1 .4 

Telecomms*  B 

80/54 

1 10 

NM 

0.00 

0 

-22 

83 

75 

221 .0 

12 

-3.54 

-6.35 

2.59 

76.8 

Transportation  A 

68/44 

355 

26 

0.97 

25 

49 

74 

71 

6.3 

12 

2  70 

2.39 

2.88 

5.9 

Nonbanlcfin.fi 

46/31 

1 88 

23 

2.89 

67 

36 

52 

97 

63  9 

12 

1.71 

1.97 

3.56 

4.8 

Banics  C 

37/30 

216 

1 1 

2.78 

31 

-7 

70 

137 

59.5 

12 

2.35 

2.88 

2.49 

3.6 

Electrical  C 

50/33 

316 

15 

2.41 

36 

14 

69 

88 

101 .2 

12 

-3.96 

3.35 

3.73 

6.4 

Transportation  B 

63/46 

169 

10 

1.64 

16 

5 

51 

75 

67.6 

01 

5.93 

5.90 

5.72 

9.4 

Nonbank  fin.  A 

68/47 

75 

13 

5  02 

65 

18 

80 

72 

56.6 

12 

6  34 

4,70 

5.22 

9.8 

Nonbank  fin.  B 

49/34 

207 

21 

4.15 

88 

41 

44 

93 

37.2 

12 

1.94 

2.19 

2.57 

6.6 

Utilities  B 

51/18 

366 

9 

5.47 

50 

-61 

39 

224 

125  6 

07 

1.89 

2.10 

2.12 

1 0.9 

Health  care  B 

55/40 

185 

13 

3.86 

50 

38 

73 

79 

44.1 

12 

3.62 

4.19 

4.0  1 

^.o 

Banks  B 

1  116/95 

405 

24 

2.72 

65 

7 

57 

38 

34.3 

12 

4.41 

4  59 

5  55 

14 

Chemicals 

43/29 

287 

14 

2.42 

33 

32 

52 

99 

46.5 

12 

2  57 

3.17 

3.71 

3.5 

Banks  A 

1  39/24 

113 

9 

1.68 

14 

34 

74 

1 1 1 

82  3 

12 

2.85 

4.45 

3.77 

3.4 

Nonbank  fin.  A 

!  90/60 

NEG 

NM 

0.00 

0 

5 

42 

51 

53.2 

12 

-3.31 

-1.85 

-1.16 

19.8 

Telecomms.  A 

1  38/29 

220 

74 

3.30 

245 

-2 

49 

129 

22.9 

12 

0.64 

0.44 

1.54 

9.1 

Publishing/TV  B 

1  iirement  programs  at  the  Times  and 

Until  then,  the  ailing  company  can  count  on 

network-affiliated  television  stations.  But  as 

1  ewsday.  Other  staffers 

were  laid  off  when 

improved  earnings  from  its  Matthew  Bender 

long  as  o 

dvertising  at  the  company's  flagship 

1  e  Times  ended  its  San  Diego  edition.  Execu- 

law-book  unit.  Also  helping  to  prop  up 

rev- 

newspaper  keeps  sagging  along  with  the 

res  predict  those  cuts  will  allow  Times  Mirror 

enues  is  a  cable-television  system 

that  operates 

Golden  State,  rising  profits  at  Times  Mirror  will 

iturn  itself  around  by  1995. 

in  1 5  states,  as  well  as 

four  highly  profitable 

be  yesterday's  news. 

1?  27/11 

434 

18 

0.40 

7 

58 

51 

168 

87.8 

03 

0.92 

1.34d 

1.61 

3.1 

Office  equipment  C 

11  24/17 

642 

32 

2.82 

91 

1 

21 

195 

27.6 

12 

0.56 

0.66 

0,72 

12  5 

Metals  C 

li  75/57 

308 

21 

1.30 

28 

15 

71 

56 

28.3 

12 

3.25 

3.44 

3.87 

3.1 

Manufacturing  A 

• i  54/37 

156 

NM 

3  70 

408 

6 

80 

76 

96.9 

10 

-0.27 

0  49 

1  82 

19,8 

Manufacturing  C 

i B  43/30 

737 

22 

2.62 

58 

21 

64 

107 

45.5 

04 

1.49 

1.73d 

1.94 

2.6 

Nonbank  fin.  A 

. 4  55/33 

153 

17 

2.23 

37 

40 

76 

75 

141.4 

12 

-5.24 

3.23 

4.57 

7.9 

Banks  D 

9  41/32 

182 

14 

5.93 

82 

25 

35 

102 

37.5 

12 

3.01 

2.83 

2.85 

3.9 

Utilities  A 

5  37/25 

352 

24 

0.92 

22 

10 

38 

115 

54.1 

06 

0.50 

1  43 

1  49 

1.3 

Manufacturing  A 

5  37/29 

332 

18 

2.88 

52 

15 

64 

115 

31.0 

12 

1.81 

1.92 

2.13 

1.9 

Services  B 

4  40/22 

796 

27 

1.97 

53 

38 

27 

117 

23.8 

12 

1  09 

1  27 

1.41 

2.1 

Food  B 

I  47/37 

233 

20 

6.04 

122 

13 

9 

96 

6.2 

12 

1.96 

2.05 

2.82 

9.2 

Chemicals 

5  40/26 

394 

NM 

0.00 

0 

19 

17 

113 

28  0 

12 

0.39 

0.18 

023 

52  2 

Health  care  B 

'3  79/37 

291 

22 

1.10 

25 

97 

55 

55 

106.2 

12 

1.03 

3.26 

4.80 

15.0 

Paper  A 

>3  65/42 

162 

13 

2  60 

33 

31 

69 

63 

81.4 

12 

4.14 

4.96 

4  80 

3.8 

Nonbank  fin.  B 

>7  67/51 

217 

14 

3.33 

45 

17 

54 

58 

67.9 

12 

1.22 

5.03 

6.43 

2.0 

Banks  B 

10  35/26 

188 

14 

3.80 

52 

5 

71 

131 

72.8 

01 

-0.41 

2  14 

2  67 

5.6 

Retailing 

i7  61/47 

256 

23 

2.31 

52 

16 

66 

68 

39.8 

12 

2.45 

2.53 

3  73 

6.2 

Chemicals 

!1  21/13 

377 

22 

0.19 

4 

24 

30 

185 

29  9 

12 

073 

0.94 

0  81 

3  7 

Utilities  A 

!7  31/17 

87 

NM 

5.98 

DEF 

35 

48 

144 

63.7 

12 

2.87 

-8.11 

1.78 

16.3 

Nonbank  fin.  B 

19  22/16 

382 

30 

1.06 

32 

-12 

23 

203 

29.1 

12 

0.49 

0.63 

0.94 

5  3 

Services  C 

26  26/15 

313 

22 

0.15 

3 

35 

16 

147 

54.0 

09 

1.05 

1.16 

1.33 

0.8 

Food  B 

57  58/32 

227 

15 

1.17 

18 

49 

68 

68 

508 

12 

3.08 

3.70 

3.73 

2.4 

Nonbank  fin.  B 

iS  51/40 

133 

12 

4  15 

49 

20 

64 

79 

30.6 

12 

1.14 

4.11 

4.35 

3.7 

Nonbank  fin.  A 

35  37/21 

497 

27 

0.09 

2 

NA 

96 

110 

NA 

12 

1.13 

1  30 

1.54 

2  6 

Office  equipment  C 

33  33/27 

190 

17 

3.09 

53 

13 

58 

115 

53.6 

12 

2.51b 

1.91 

3.13 

1.9 

Banks  B 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

VEM 

AGO 
RANK 

12 

MONTHS 
1992 
SMIl 

CHANGE 

moM 

1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
F«OM 
1991 

12 

MONTHS 
199! 

12 

MONTHS 
1991 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 
% 

12 

MONTHS 
1992 
SMIl 

241 

NUCOR 

3789 

383 

1619 

1  1 

79.2 

22 

4.9 

4.4 

7.4 

10.4 

1490 

242 

TEXTRON 

3787 

236 

8344 

7 

324.1 

8 

3  9 

3  8 

6.5 

10  5 

18367 

243 

TRW 

3744 

288 

8311 

5 

194.0 

NM 

2  3 

NM 

10.0 

10.7 

5458 

244 

OHIO  EDISON 

3738 

265 

2332 

-1 

283  5 

4 

12  2 

1  1.6 

8  0 

10  5 

7830 

245 

NORTHEAST  UTILITIES 

3697 

280 

3258 

18 

304.1 

9 

9.3 

10.1 

6.2 

11.8 

9645 

24(i 

FIRST  FIDELITY  BANCORPORATION 

3687 

341 

2462 

-1 1 

313.7 

42 

12.7 

8.0 

14.7 

15  5 

31480 

247 

HALLIBURTON 

3685 

254 

6566y 

-6 

-123.5 

NM 

NM 

0.4 

NM 

-5.8 

4736 

24« 

BALTIMORE  GAS  &  ELECTRIC 

3667 

295 

2491 

1 

264  3 

13 

106 

9.5 

7  4 

8.8 

7375 

249 

TURNER  BROADCASTING  SYSTEM 

3664 

18) 

1770 

20 

34.1 

-21 

19 

2  9 

4.8 

NM 

2606 

250 

WHIRLPOOL 

3659 

255 

7301 

8 

205.0 

21 

2.8 

2.5 

10.9 

12.8 

6118 

251 

BORDEN 

3656 

171 

7143 

-1 

-210.6 

NM 

NM 

4.1 

NA 

-18.7 

5486 

252 

FLUOR 

3634 

220 

6847 

7 

138.8 

-13 

2.0 

2.5 

NA 

16.1 

2366 

253 

SUN  MICROSYSTEMS 

3618 

252 

3832 

1  1 

128.0 

-36 

3.3 

5.8 

NA 

8.0 

2769 

2.54 

PHELPS  DODGE 

3607 

276 

2579 

6 

301.6 

1 1 

117 

1 1.2 

13  8 

15.3 

3441 

255 

CAPITAL  HOLDING 

3602 

289 

2853 

7 

322  5 

29 

11.3 

9.4 

15.4 

16.9 

20588 

25ti 

DELUXE 

3582 

222 

1534 

4 

202  8 

1 1 

13.2 

12.4 

22  3 

24.4 

1 197 

257 

NEWMONT  GOLD 

3566 

183 

546 

-5 

87.4 

-31 

16.0 

22.0 

10.8 

10.8 

905 

^^^^ 

3552 

346 

1201 

38 

142.0 

52 

118 

10.8 

17  6 

20.6 

1425 

l^lMiKIM  BLOCKBUSTER 
IjiiviiWitiP  ENTERTAINMENT 

CEO  H.  Wayne  FHuizenga  has  hit  the  fast-lor- 

music 

megastores,  and  he  has  bought  35%  of 

258 

ward  butt 

on  on  his  pledge  to  turn  his 

dominant 

Republic  Pictures  to  produce 

films  and  television 

video-rental  chain  into  a  global  entertainment 

shows.  In  March,  he  acquired  48%  of  Spelling 

f>owerhouse.  Already,  he  has  teamed  up  with 

Entertainment,  prod 

ucer  of  Bever/y  HiHs  902  JO. 

Virgin  Records  to  open  an  international  chain  of 

Huizenga 

intends  to  position  Blockbuster  in 

259 

LOCKHEED 

3544 

271 

10100 

3 

348  0 

13 

3  4 

3.1 

12.6 

17.0 

6754 

260 

INGERSOLL-RAND 

3526 

239 

3784 

6 

115  6 

-23 

3.1 

4.2 

9.1 

6.9 

3073 

2(il 

STATE  STREET  BOSTON 

3518 

338 

1417 

A 

160.4 

15 

11.3 

10.3 

24.5 

16.8 

16490 

2(12 

LINCOLN  NATIONAL 

3512 

336 

8034 

-12 

362.9 

74 

45 

2.3 

12  4 

13  6 

39672 

21)3 

MELLON  BANK 

3508 

375 

2972 

-6 

437.0 

56 

14.7 

8.9 

NA 

19.7 

31574 

21)4 

FOOD  LION 

3507 

99 

7196 

12 

178.0 

-13 

2  5 

3.2 

14.4 

18  6 

2489 

265 

FRUIT  OF  THE  LOOM 

3494 

308 

1855 

14 

188.5 

70 

10.2 

6.8 

15.1 

22.2 

2282 

2«6 

AON 

3460 

282 

3337 

14 

206  2 

-15 

6.2 

8.3 

10.1 

10.7 

12624 

267 

COMPAQ  COMPUTER 

3453 

306 

4100 

25 

213.2 

63 

5.2 

4.0 

13.0 

1 1.5 

2956 

268 

CENTEL 

3440 

209 

1191 

1 

83  8 

-25 

70 

9.5 

60 

6  9 

3461 

269 

FIRST  CHICAGO 

3437 

377 

4358 

-10 

-1 14.5 

NM 

NM 

2.4 

NA 

1.9 

49281 

270 

TRIBUNE 

3422 

272 

2109 

3 

136.6 

-4 

6.5 

6  9 

NA 

21.7 

2749 

271 

W.R.  GRACE 

3416 

203 

5518 

-1 

79.4 

-67 

1.4 

4.4 

NA 

5.0 

5599 

272 

GENERAL  DYNAMICS 

3411 

303 

3472 

5 

248.0 

20 

7  1 

6  2 

NA 

15,0 

5029 

273 

MARTIN  MARIETTA 

3365 

291 

5954 

-2 

345.4 

10 

5.8 

5.2 

16.1 

17.8 

3600 

274 
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«phisticated  pay-per-view  products  of  cable-TV 
.ystems. 


Huizenga  is  determined  not  to  let  such 
changes  pass  his  empire  by.  To  hedge  his  bets, 
he  has  started  a  new  major-league  baseball 
team  in  Miami,  the  Florida  Marlins,  and  he's 
even  toying  with  the  idea  of  a  Blockbuster 


cable  channel.  With  a  little  imagination  and  a 
whole  lot  of  wheeling  and  dealing,  Huizenga 
aims  to  keep  Blockbuster  humming  long  after 
the  videocossette  has  gone  the  way  of  the 
eight-track  tape. 
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CHANGE  12  12  ON  ON 
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BERKSHIRE 
HATHAWAY 


The  Omaha  company's  success  or  failure  most- 
ly depends  on  the  investment  sawy  of  CEO 
Warren  E.  Buffett.  And  in  recent  years,  Berk- 
shire, which  acts  more  like  an  investment  fund 
than  an  operating  company,  has  profited  hand- 


somely from  Buffett's  vaunted  skills  at  picking 
stocks  that  pay  off. 

But  1 992  brought  the  company  a  different 
sort  of  buffeting,  in  the  form  of  Hurricone  An- 
drew. The  most  expensive  storm  in  U.S.  history 
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only  $123  mil- 

The  clouds  could  lift  in 

1993.  Buffett  ha 

s 

into  defense,  is  a 

bet  that  the  company's  ulti- 

n 

in  premiums.  Also,  Buffett' s 

energies  were 

been  making  his  bold,  contrarian  moves 

mate  breakup  value  exceec 

s  its  current  market 

■ected  elsewhere  for  the  first  half  of  1992, 

again. 

Last  July,  he  bought  15%  of 

ailing 

d^ 

value.  With  the  Sage  of  Omaha  bock  home. 

len  as  chairman  of  Salomon  Inc.,  he  steered 

fense  contractor  General  Dynamics 

Corp.  for 

shareholders  are 

hoping  if  s  business  as  usual. 

30/24 

132 

21 

5,54 

116 

19 

58 

1  1  1 

58,5 

12 

1  96 

1,38 

2,48 

3,6 

Utilities  A 

54/40 

315 

19 

1,81 

35 

12 

43 

60 

27,9 

12 

2,33 

2,73 

3,17 

1  9 

Banks  B 

65/55 

252 

22 

2.43 

53 

8 

71 

55 

45,7 

12 

2,55 

2,65 

3,18 

6,3 

Publishing/TV  B 

'  ; 

36/18 

383 

35 

0,16 

6 

73 

62 

92 

75,1 

12 

0.32 

0,97 

1,48 

10,1 

Transportation  A 

1 

64/38 

194 

19 

1,64 

31 

59 

32 

50 

21,0 

12 

2  94 

3  39 

3,31 

5,1 

Nonbank  fin.  B 

1 1 

28/22 

143 

13 

6  16 

81 

28 

41 

1  1  1 

57,7 

12 

2,15 

2,14 

2  21 

18 

Utilities  A 

71/49 

172 

19 

3,15 

61 

44 

78 

44 

79,3 

12 

2,01 

3,69 

4,25 

4,0 

Chemicals 

35/27 

210 

26 

2  62 

68 

-4 

41 

101 

31,5 

12 

0,71 

1,17 

1,60 

8,1 

Publishing/TV  B 

II 

55/40 

161 

87 

3  53 

306 

-6 

75 

70 

690 

12 

1  80 

0,51 

1,76 

290 

Paper  B 

36/28 

176 

17 

5  54 

94 

27 

30 

88 

39  5 

12 

2,16 

2,06 

2,30 

3,0 

Utilities  A 

II 

64/47 

102 

NM 

3,51 

DEF 

-5 

78 

60 

90,0 

12 

2,60 

-1,83 

2,12 

519 

Metals  A 

■5 

61/35 

186 

25 

0,00 

0 

10 

77 

54 

96  9 

05 

-2  11 

2,27d 

3  57 

13,7 

Transportation  C 

'i 

38/21 

362 

27 

0,88 

24 

5 

68 

89 

120,7 

12 

2,37 

1,24 

2,99 

3  3 

Consumer  A 

-  2 

22/18 

135 

14 

3,64 

50 

24 

47 

137 

49,9 

12 

1  49 

1,61 

1,75 

2  9 

Utilities  A 

;  7 

50/36 

174 

1  1 

0,55 

6 

18 

66 

64 

46,1 

12 

3  76 

4,46 

4,69 

4,5 

Nonbank  fin.  C 

13 

38/18 

375 

30 

0,64 

19 

98 

15 

80 

27,6 

12 

0  72 

1  26 

1  48 

6  1 

Fuel  B 

<  6 

37/24 

277 

16 

1,21 

20 

18 

52 

82 

42,7 

12 

1,82 

2,24 

2,55 

3,1 

Nonbank  fin.  B 

36/22 

635 

28 

0,50 

14 

34 

72 

84 

52,4 

12 

0,96 

1,30 

1,58 

3,8 

Automotive  C 

6 

28/23 

164 

16 

6  28 

99 

19 

16 

114 

37,6 

12 

1  87 

1  66 

1,85 

4  9 

Utilities  A 

•6 

44/32 

309 

14 

M2 

15 

-13 

76 

83 

105,9 

12 

2,61 

2,61 

2,78 

4  7 

Consumer  A 

30/23 

155 

NM 

6,49 

DEF 

4 

50 

106 

33,8 

12 

-1,25 

-2,98 

1,53 

19  0 

Fuel  B 

6 

27/21 

203 

14 

5,62 

81 

24 

15 

1  15 

22,6 

12 

1  77 

1,77 

1,79 

3  9 

Utilities  A 

8 

48/33 

344 

19 

1,59 

31 

-22 

61 

78 

70,5 

12 

1,81 

1,96 

2,24 

1,8 

Manufacturing  A 

7 

23/15 

222 

NM 

0,00 

0 

-26 

26 

174 

46,0 

12 

-0  20 

0,16 

2,07 

2,4 

Health  core  C 

'  1 

52/42 

161 

14 

6,31 

89 

26 

39 

57 

46,1 

12 

3,61 

3  66 

3,75 

2,4 

Utilities  A 

<6 

61/39 

313 

22 

1,13 

26 

10 

63 

52 

44  8 

12 

2,37 

2,58 

2,99 

2  3 

Services  B 

1  17 

47/39 

180 

20 

5  42 

109 

21 

30 

63 

33,0 

12 

3,02 

2  31 

3,05 

4,9 

Utilities  A 

14 

84/68 

307 

21 

2,62 

55 

13 

72 

35 

64,5 

12 

1,84 

3,98 

5  62 

8  7 

Automotive  B 

11 

31/23 

225 

13 

3,24 

41 

13 

53 

94 

42,1 

12 

2,13 

2,46d 

2,59 

4  2 

Banks  B 

19 

46/34 

144 

17 

2  04 

35 

-4 

69 

74 

64,0 

12 

-0,95 

2,26 

2,78 

10,4 

Paper  B 

i9 

67/53 

290 

19 

3  86 

73 

4 

66 

49 

42  4 

12 

3,03 

3,13 

t 

t 

Publishing/TV  B 

>S 

29/24 

187 

17 

4  64 

78 

17 

30 

103 

29  9 

12 

1,87 

1  67 

1  95 

3,6 

Utilities  A 

V 

41/23 

616 

23 

076 

18 

45 

30 

78 

28,4 

09 

1,26 

1,59 

1,89 

3,2 

Nonbank  fin.  A 

33 

33/22 

355 

23 

0,00 

0 

33 

8 

88 

6  3 

12 

1  29 

l,41d 

1,51 

0,1 

Utilities  A 

32 

34/27 

293 

20 

1,55 

31 

22 

60 

88 

43  8 

12 

1,45 

1,63 

1,85 

2,7 

Housing  A 

iO 

47/31 

167 

14 

2,00 

27 

8 

78 

71 

43,8 

01 

3,47 

2  94 

3  54 

1,7 

Food  C 

17 

157/103 

188 

NM 

0,00 

0 

-19 

77 

24 

225,5 

12 

-14,31 

-17,34 

3  22 

172,1 

Transportation  A 

30 

33/24 

88 

NM 

0  66 

DEF 

18 

71 

93 

52,9 

12 

0  14 

-0,15 

-0,14 

378  6 

Paper  B 

39 

246/214 

290 

22 

1  76 

39 

1 

55 

12 

19,5 

12 

10,00 

10,80 

12,73 

3  9 

Publishing/TV  B 

68 

68/42 

178 

18 

3  41 

60 

24 

69 

41 

58,7 

12 

3,10b  3,85 

5,61 

6,4 

Conglomerates 

20 

20/16 

99 

13 

8,15 

107 

16 

25 

143 

47,3 

12 

1,71 

1  50 

1,79 

5,6 

Utilities  A 

58 

58/42 

155 

13 

3  88 

50 

30 

44 

48 

77,7 

12 

4,07 

4,51 

5,41 

3,5 

Banks  B 

34 

44/26 

277 

20 

1,00 

20 

-16 

39 

82 

152,5 

01 

1  66 

1,67 

1,95 

5,1 

Retailing 

lOINOIES  TO  IA8LES  APPEAR  ON  PAGES  162,  143 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAR 

AGO 
RANK 

!            '  12 
:  MONTHS 
1?92 
SMIL 

CHANGi 
FROM 
1991 

12 

MONTHS 
1992 

SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EOUITY 

12 

MONTHS 
1992 
SMIL. 

331 

AUTOZONE 

2784 

304 

1039 

20 

67.8 

38 

6.5 

5.7 

21.7 

22.2 

537 

332 

MBIA 

2764 

380 

328 

22 

188  7 

'30 

57.5 

53.8 

12  2 

13.7 

2885 

333 

CBS 

2759 

344 

3472a 

15 

138.6 

NM 

4.0 

NM 

13  3 

29  5 

3175 

334 

HASBRO 

2  7  36 

359 

2541 

19 

179  0 

119 

7.0 

3.8 

15.3 

16.2 

2083 

335 

FREEPORI'MCMORAN 

2729 

245 

1655 

5 

187  8 

94 

11.3 

6  1 

14.7 

NA 

3547 

33(i 

EOUIIABIE 

2723 

NR 

6282y 

3 

-32.2 

NM 

NM 

NM 

NA 

-2.2 

78900 

337 

BECTON,  DICKINSON 

2722 

299 

2425 

1 1 

204.6 

12 

8  4 

8.3 

10.8 

13.6 

3065 

33« 

TEMPLE-INLAND 

2707 

262 

2713 

8 

146.9 

6 

5.4 

5.5 

6  9 

9.1 

10766 

339 

ENGELHARD 

2703 

425 

2400y 

-2 

100,1 

14 

4  2 

3.6 

14.8 

15.5 

1279 

340 

NEWMONI  MINING 

2698 

264 

613 

-2 

90.6 

-4 

14  8 

15.1 

14  2 

17.3 

1215 

341 

HARCOURT  GENERAL 

2689 

437 

3776y 

5 

1 19.0 

NM 

3  2 

NM 

9.4 

12.9 

5287 

342 

NEW  ENGLAND  ELECTRIC  SYSTEM 

2680 

387 

2182 

4 

195.6 

3 

9  0 

9.1 

8  7 

12.5 

4585 

343 

DOVER 

2680 

332 

2272 

3 

129.1 

1 

5.7 

5.8 

17.5 

16.0 

1430 

344 

SIGMA-ALDRICH 

2650 

347 

654 

1 1 

95.5 

20 

14  6 

13  5 

NA 

18.6 

633 

345 

COASTAL 

2648 

330 

10063 

5 

-126.8 

NM 

NM 

0.1 

NA 

-6.1 

9635 

3411 

MBNA 

2636 

393 

1  172 

3 

172.7 

16 

14.7 

13  2 

16  5 

27.1 

6455 

347 

JEFFERSON-PILOT 

2623 

398 

1202 

2 

203.2 

16 

16.9 

15.0 

12.3 

12.0 

5236 

■MX 

CLOROX 

2620 

301 

1758 

5 

122.0 

102 

6.9 

3.6 

12.2 

14.6 

1551 

34H 

SHAW  INDUSTRIES 

2609 

472 

2036 

26 

78.7 

119 

3,9 

2.2 

10.5 

12.7 

1223 

2595 

435 

8722 

5 

85.0 

4 

1.0 

1.0 

6.3 

12.0 

6425 

350 

Company  ^IIIIIH 
TO  Watch 

In  the  late  1980s,  nearly  one  of  every  three 
new  hotel  rooms  carried  the  nameplate  of  an 
expansionist  Marriott.  But  when  the  real  estate 
market  collapsed,  investors  who  were  suf)- 
posed  to  buy  the  new  hotels— and  pay  Marriott 

to  run  them— vanished.  Stuck  with  nearly  $2  bil- 
lion in  unsold  properties,  Marriott's  profits  have 
dwindled,  and  its  stock  fell  as  much  as  75%. 

Marriott's  solution:  a  plan  to  split  in  two,  free- 
ing its  profitable  hotel  and  food-service  man- 

351 

REPUBLIC  NEW  YORK 

2590 

357 

2341 

-8 

258  9 

14 

1  l.I 

9.0 

8  9 

13.5 

37146 

352 

U.  S.  BANCORP 

2576 

364 

1935 

-4 

208  1 

9 

10  8 

9.5 

NA 

9.6 

20741 

353 

ROADWAY  SERVICES 

2573 

266 

3578 

13 

147.4 

16 

4.1 

4.0 

14.4 

14.4 

1660 

354 

DRESSER  INDUSTRIES 

2567 

279 

3858 

-3 

91  4 

-28 

2.4 

3  2 

NA 

8.3 

3188 

355 

MEAD 

2555 

356 

4703 

3 

37.6 

-50 

0.8 

1.7 

3.5 

2.5 

4031 

:!5(i 

NALCO  CHEMICAL 

2551 

322 

1375 

1 1 

145.0 

8 

10.5 

10.9 

17.1 

22.5 

1351 

357 

PIONEER  HI-BRED  INTERNATIONAL 

2528 

373 

1276 

13 

147  6 

36 

1  1.6 

9.6 

18.8 

19.8 

1467 

:m 

NORTHERN  TRUST 

2523 

406 

1231 

-2 

149.5 

17 

12  1 

10.1 

NA 

17.8 

14960 

359 

FEDERATED  DEPARTMENT  STORES 

2521 

NR 

7080y 

2 

132  7 

NM 

1.9 

NM 

NA 

6.4 

6829 

360 

DELTA  AIR  LINES 

2518 

219 

1  1579 

16 

-564  8 

NM 

NM 

NM 

MM 

-27.3 

10156 

3(>1 

CIRCUS  CIRCUS  ENTERPRISES 

2505 

315 

843 

5 

121.0 

17 

14.4 

12.8 

19.8 

27.3 

887 

3(i2 

PREMIER  INDUSTRIAL 

2460 

416 

663 

5 

84  1 

15 

12.7 

1  1.6 

21.8 

22.1 

440 

3«3 

SANTA  FE  PACIFIC 

2455 

362 

2496 

6 

63  5 

-34 

2.5 

4.1 

7.3 

6  8 

5345 

3()4 

COSTCO  WHOLESALE 

2416 

187 

6895 

23 

1  15.6 

26 

17 

1.6 

10.9 

14.0 

1812 

3li5 

FIRST  FINANCIAL  MANAGEMENT 

2413 

451 

1405y 

-7 

15.8 

-82 

1.1 

5.9 

3.6 

1.4 

1543 

3()H 

CABLETRON  SYSTEMS 

2404 

443 

378 

44 

75  5 

44 

20.0 

19.9 

28  7 

28  7 

310 

3«7 

CIRCUIT  CITY  STORES 

2394 

462 

3075 

17 

93.5 

54 

3.0 

2.3 

16  5 

18.7 

1369 

3fW 

H.F.  AHMANSON 

2391 

370 

3637y 

-21 

156  4 

-36 

4  3 

5  4 

7  6 

NA 

48141 

3H9 

FIRST  OF  AMERICA  BANK 

2387 

595 

1857 

6 

169  5 

6 

9.1 

9.1 

1  1.8 

12.4 

20147 

370 

NEW  YORK  STATE  ELECTRIC  S  GAS 

2381 

404 

1692 

9 

184  0 

9 

10,9 

10,8 

7  8 

10.3 

5176 

371 

QVC  NETWORK 

2375 

NR 

1071y 

16 

56.6 

160 

5  3 

2  4 

14.4 

13.7 

700 

372 

lAMBRANDS 

2356 

292 

684 

4 

122  4 

55 

17  9 

12  0 

72  9 

73.5 

372 

373 

GREAT  WESTERN  FINANCIAL 

2338 

331 

3154y 

-20 

53.9 

-82 

1,7 

7,5 

3.7 

NA 

38439 

374 

GERBER  PRODUCTS 

2334 

298 

1299 

5 

139.3 

31 

10,7 

8,6 

24.3 

29  0 

905 

375 

PENNZOIL 

2321 

396 

2357y 

2 

17  4 

-57 

0.7 

1.7 

NA 

1.4 

4457  - 
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JMION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

I2M0NIH 
HIGH/ 
lOW 

S 

AS%OF 
iOOK 
VAIU! 

P£ 

>AtlO 

TIEID 
% 

PAYOUT 

lOIAl 
«£IUI!N 

INSTI. 
:  lUTIONS 
;  HOIOING 

SHRS 

OUT 

my 

IU«N. 
OVEB 

FY 

'■  ACIUAl 
S 

ACTUAl 

s 

ANAiVSTS' ESTIMATES 
1993  VAUI. 
EST  ATION 

s 

40/25 

911 

45 

0.00 

0 

-2 

:  26 

70 

41.6 

08 

0.66 

0.87 

1.11 

1.8 

Retailing 

47/47 

200 

14 

1  27 

18 

34 

73 

42 

70.9 

12 

3,74 

4,62 

4  84 

2  5 

Nonbanic  fin.  B 

221/165 

647 

19 

0.49 

9 

18 

88 

13 

109.5 

12 

-6.11 

10.63d 

14.74 

5  2 

Publishing/TV  A 

36/23 

247 

16 

0.64 

10 

18 

70 

87 

60,7 

12 

0.94 

2,01 

2.28 

3,9 

Leisure  D 

niM 

721 

17 

6.45 

107 

-4 

57 

141 

45.2 

12 

0.69 

1.17 

0.50 

30,0 

Chemicals 

20/7 

130 

NM 

1,05 

DEF 

NA 

25 

142 

NA 

12 

-2,50 

-0.32 

0,98 

31,6 

Nonbanl(  fin.  B 

42/33 

182 

14 

1.85 

26 

7 

40 

76 

62.5 

09 

2.43 

2.58 

2.87 

1,4 

Health  care  D 

57/44 

167 

19 

2.04 

38 

-4 

75 

55 

57,1 

12 

2,51 

2  65 

3.32 

1 1  1 

Containers  B 

45/23 

418 

27 

1,46 

40 

80 

53 

66 

36,1 

12 

1,31 

1.50 

1,77 

4,0 

Chemicals 

54/36 

525 

30 

1.51 

46 

-12 

32 

68 

63,8 

12 

1,39 

1,30 

1,08 

47.2 

Metals  C 

38/20 

292 

24 

1.59 

39 

74 

55 

76 

54.3 

10 

-3.88 

1.44 

1.72 

5.2 

Conglomerates 

42/29 

181 

14 

5  24 

76 

42 

39 

65 

32.6 

12 

2.77 

2.85 

2.92 

1,4 

Utilities  A 

48/38 

332 

21 

1.88 

39 

26 

60 

57 

30,0 

12 

2,15 

2.23 

2.61 

3  1 

Manufacturing  C 

59/42 

517 

28 

0,54 

15 

14 

59 

50 

52.1 

12 

1,60 

1,92 

2.21 

1,4 

Health  care  B 

30/22 

127 

NM 

1.57 

DEF 

10 

75 

104 

74.0 

12 

0.92 

-1.23 

1.81 

13.8 

Fuel  B 

28/18 

414 

15 

3.31 

51 

48 

78 

99 

72  2 

12 

1,50 

1  73 

1  99 

1,0 

Banks  A 

;  52/35 

156 

13 

2  62 

34 

46 

41 

50 

37.1 

12 

3.42 

3,99 

3,45 

3.8 

Nonbank  fin.  B 

1  52/41 

314 

22 

3,51 

77 

3 

47 

55 

46  0 

06 

0.98 

2,17 

3  01 

1,0 

Consumer  D 

38/20 

421 

40 

0  98 

39 

57 

58 

71 

77,5 

06 

0.58 

0  93 

1-51 

4.0 

Manufacturing  D 

.  26/13 

451 

40 

1,08 

44 

36 

38 

100 

71.4 

12 

0.80 

0,64 

1  09 

1  1,0 

Leisure  C 

jement  businesses  for  further  expansion.  Furi- 
js  bondholders,  dismayed  that  the  bulk  of 
arriott's  debt  would  be  borne  by  the  oiling 
«■!  estate  division,  sued  to  block  the  deal, 
iven  if  it  pacifies  the  bondholders  with  an  of- 


fer of  higher  interest  payments  and  a  lighter 
debt  load  for  the  real  estate  arm,  Marriotf  s 
real  estate  woes  ore  likely  to  linger  for  several 
years.  The  company  may  be  forced  to  accept 
rock-bottom  prices  for  the  hotel  properties  it  is 


able  to  sell.  And  a  glut  of  hotel  rooms  has 
Marriott  locked  in  o  persistent  price  war, 
forcing  the  chain  to  keep  rotes  low.  So  even  if 
rooms  fill  up,  if  II  take  years  for  Marriott  to 
smooth  out  all  the  lumps  in  its  bed. 
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55 
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Food  6 
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32 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 
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ASSETS 

SMIl 

rEAR 
AGO 
RANK 

MONTHS 
1992 
SMIL 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
S  MIL 

CHANGE 
FROM 

1991 

12 

MONTHS 
1992 

12 
MONTH 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1992 
S  MIL 

37li 

PANHANDLE  EASTERN 

2320 

447 

2342 

-5 

188.6 

122 

8.1 

3.5 

9.6 

13.3 

6399 

377 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

2313 

392 

1614y 

0 

159  2 

30 

9  9 

7.6 

9  5 

12.9 

3485 

378 

MYLAN  LABORATORIES 

2306 

526 

190 

58 

616 

66 

32  4 

30.8 

23  8 

23.8 

287 

37!  1 

SUPERVALU 

2302 

384 

1 1343 

10 

162.1 

-22 

1 .4 

2.0 

8.0 

14.9 

4269 

380 

TJX 

2302 

536 

3261 

18 

104  0 

48 

3  2 

2.5 

18  0 

32.7 

1305 

381 

CINCINNATI  GAS  &  ELECTRIC 

2300 

36) 

1553 

2 

202  3 

-2 

13.0 

13.6 

8.6 

10.6 

4802 

382 

USX  U.S.  STEEL  GROUP 

2300 

498 

4947 

2 

-271.0 

NM 

NM 

NM 

NA 

NM 

6251 

383 

WESTVACO 

2295 

340 

2357 

4 

129  7 

-12 

5  5 

6  5 

6  4 

7.3 

3679 

384 

SONAT 

2286 

517 

1484 

4 

101  0 

30 

6.8 

5.5 

7  4 

8  8 

3165 

385 

WILLAMETTE  INDUSTRIES 

2273 

382 

2372 

18 

81.6 

78 

3.4 

2.3 

6.1 

7.0 

2527 

38() 

LOWE'S 

2262 

485 

3846 

26 

84.7 

NM 

2.2 

0.2 

10.2 

1 1 .7 

1604 

387 

NEW  YORK  TIMES 

2259 

342 

1774 

4 

-1  13 

NM 

NM 

2  8 

NM 

NA 

2020 

388 

BANK  OF  BOSTON 

2256 

499 

5292 

16 

192  1 

NM 

3  6 

NM 

NA 

9.9 

32346 

38!  1 

HILTON  HOTELS 

2251 

363 

1230y 

1  1 

103  9 

23 

8.4 

7  6 

7.0 

10.5 

2521 

390 

UNION  CARBIDE 

2242 

242 

4872 

0 

1  19.0 

NM 

2  4 

NM 

9.4 

8.6 

4941 

3!ll 

INTERPUBLIC  GROUP 

2238 

366 

1856y 

1  1 

1119 

18 

6.0 

5.6 

16.1 

18.2 

2728 

3!I2 

ALZA 

2236 

240 

251 

54 

72.2 

NM 

28.8 

NM 

13.8 

18  7 

698 

3(13 

KERR-MCGEE 

2233 

413 

3382 

3 

-26  0 

NM 

NM 

3  1 

NA 

-1.7 

3409 

394 

RYDER  SYSTEM 

2225 

414 

5192 

3 

117  9 

79 

2.3 

13 

7  8 

7.9 

4930 

395 

PRAXAIR 

2216 

NR 

2604 

5 

84.0 

-22 

3.2 

4.3 

1  1.3 

NA 

3520 

39(i 

PROGRESSIVE 

2206 

619 

1739y 

16 

139  6 

324 

8.0 

2.2 

15.0 

31.3 

3005 

3!  17 

UNITRIN 

2202 

407 

1363 

9 

163.3 

20 

12.0 

10.9 

8  4 

8.4 

4621 

398 

BROWN-FORMAN 

2191 

365 

1379 

15 

155  2 

9 

113 

1 1.8 

17.4 

19,9 

1312 

39!l 

GALEN  HEALTH  CARE 

2184 

200 

3995 

NA 

186  0 

NA 

4  7 

5.8 

9  1 

9.3 

3783 

400 

IMCERA  GROUP 

2178 

300 

1759 

6 

132  1 

15 

7  5 

6.9 

9.9 

10.9 

2168 

401 

UNISYS 

2166 

461 

8422y 

-3 

296.2 

NM 

3.5 

NM 

1  1.3 

28.4 

7509 

402 

MCDONNELL  DOUGLAS 

2151 

307 

17373 

-4 

698  0 

96 

4.0 

2  0 

14  0 

23.1 

13781 

403 

FIRSTAR 

2145 

436 

1 199 

-4 

166.0 

24 

13.8 

10.7 

15.7 

15.5 

13169 

2145 

596 

3155 

10 

155.7 

39 

4.9 

3  9 

9.6 

1  1.6 

3116 

404 

COMPANY  ^HH^^I 
TO  WATC^Ajjij^^l 

Talk  about  buying  straw  hats  in  the  rain:  Just 
months  after  snagging  LTV's  missile  operations 
For  $244  million,  CEO  Bernard  Schwartz  is  on 
the  prowl  again.  LTV  was  his  seventh  major 
defense  acquisition  since  1985,  and  Schwartz 

says  he  is  sizing  up  every  defense  company 
that  may  be  on  the  market. 

Schwartz  thinks  that  his  strategy  of  bagging 
arms  assets  when  defense  spending  is  plummet- 
ing makes  a  lot  of  sense.  Thaf  s  because  he's 

405 

SONOCO  PRODUCTS 

2135 

418 

1838 

8 

81.3 

-14 

4.4 

5.6 

12.4 

14  5 

1247 

40li 

MATTEL 

2127 

374 

1848 

12 

143.9 

18 

7.8 

7.4 

22.2 

26.6 

1260 

407 

DPL 

2109 

422 

1034 

3 

148  2 

15 

14  3 

12  8 

10  3 

13.9 

2977 

108 

ORYX  ENERGY 

2108 

431 

1392y 

-13 

73  0 

284 

5.2 

12 

NM 

7  5 

4104 

40!l 

TYCO  LABORATORIES 

2106 

419 

3131 

2 

101.5 

3 

3.2 

3  2 

9  2 

10.1 

2345 

410 

WILLIAMS 

2081 

464 

2448 

17 

128.3 

17 

5.2 

5.3 

7.9 

9.4 

4781 

111 

LYONDELL  PETROCHEMICAL 

2080 

400 

4805 

-16 

26  0 

-88 

0  5 

3.9 

118 

NM 

1215 

412 

LITTON  INDUSTRIES 

2074 

389 

5592 

2 

176,8 

158 

3.2 

13 

114 

12.6 

4621 

li:; 

PALL 

207  1 

329 

697 

4 

78.3 

-4 

1  1,2 

12  1 

16  0 

15  6 

819 

414 

DANA 

2070 

475 

4872y 

1  1 
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493 

16 

0.3 

NM 

6.6 

4158 

415 

MCCORMICK 

2068 

352 

1471 

3 

95.2 

18 

6  5 

5.7 

18.0 

21.7 

1 131 

4ii; 

LUBRI20L 

2062 

345 

1552 

5 

124.6 

1 

8.0 

8.4 

15.2 

15.2 

1 127 

417 

PACCAR 

2055 

391 

2735 

17 

65.2 

64 

2  4 

1  7 

NA 

6  2 

2809 

418 

ADVANCED  MICRO  DEVICES 

2041 

487 

1514 

23 

245.0 

69 

16  2 

118 

24  4 

22  4 

1448 

41!l 

GENERAL  INSTRUMENT 

2030 

NR 

1075 

16 

414 

NM 

NM 

NM 

NM 

-14  2 

1728 

420 

cue  INTERNATIONAL 

2030 
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714y 

15 

37.4 

1 

5.2 
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31.9 

48.8 
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s  % 

22/13 

164 

12 

3.74 

46 

56 

62 

109 

62.5 

12 

0.86 

1.74 

1.30 

7.7 

Utilities  B 

r 

38/28 

188 

14 

4.82 

69 

17 

32 

63 

24  6 

12 

2.06 

2  56 

2  68 

1,5 

Telecomms.  B 

) 

38/17 

891 

33 

0  40 

13 

81 

52 

78 

93  3 

03 

0.53 

0.89d 

1.17 

5,1 

Health  <are  B 

I 

35/23 

211 

14 

2  42 

34 

28 

68 

71 

50  6 

02 

2.78 

2  31d 

2,69 

4,1 

Food  A 

> 

32/15 

752 

23 

1.46 

33 

53 

84 

73 

91.0 

01 

1.00 

1.40 

1.65 

4.2 

Retailing 

r 

27/22 

139 

13 

6  23 

81 

12 

37 

86 

48  4 

12 

2  21 

2  04 

2  11 

5  2 

Utilities  A 

) 

40/22 

1036 

NM 

2  60 

DEF 

49 

72 

60 

103  5 

12 

-10.00 

-4.92 

1.89 

44.4 

Metals  B 

5 

39/32 

129 

17 

3  19 

53 

-2 

55 

67 

28  0 

10 

2.10 

2  06 

2  10 

17.6 

Paper  B 

3 

55/29 

198 

23 

3.76 

85 

74 

63 

43 

679 

12 

1  82 

2.35 

2.64 

6.4 

Utilities  B 

2 

45/29 

195 

27 

2.12 

58 

14 

61 

55 

92  6 

12 

0.90 

1.52 

2.33 

10.7 

Paper  A 

1 

31/16 

311 

27 

1.03 

28 

49 

45 

73 

113  1 

01 

0.09 

1.16 

1.35 

4.4 

Retailing 

f 

32/24 

210 

NM 

1.95 

DEF 

4 

53 

79 

39  2 

12 

0  61 

-0  14 

1.17 

22  2 

Publishing/TV  B 

1 

28/16 

130 

13 

038 

5 

34 

59 

85 

158  2 

12 

-0.64 

2.10 

2.65 

15.5 

Banks  A 

7 

53/41 

227 

22 

2  54 

55 

8 

35 

48 

70.6 

12 

1  76 

2  17 

2  56 

4.3 

Leisure  C 

7 

30/11 

181 

22 

4.44 

99 

-29 

48 

133 

146.5 

12 

-1.06 

0.76 

0.99 

21.2 

Chemicals 

'  0 

36/26 

364 

20 

1,54 

31 

10 

76 

75 

47.9 

12 

1.30 

1  50 

1  74 

1.7 

Services  D 

i  0 

50/25 

578 

33 

0.00 

0 

-32 

72 

75 

1  12.2 

12 

-0  88 

0.90 

1.29 

6.2 

Health  care  B 

6 

48/36 

146 

NM 

3  29 

DEF 

29 

69 

48 

63.9 

12 

2  10 

-0.53 

2  21 

8.1 

Fuel  B 

0 

32/21 

163 

21 

2.03 

42 

22 

80 

75 

69.3 

12 

0.75 

1.43 

1.90 

6.8 

Transportation  C 

7 

18/14 

NA 

27 

0.74 

20 

NA 

54 

130 

NA 

12 

0.84 

0.64 

1  13 

4.4 

Chemicals 

3 

36/15 

531 

16 

0.61 

10 

104 

55 

67 

55.4 

12 

0.41 

2.09 

2.00 

14.5 

Nonbankfin.  B 

3 

44/33 

113 

14 

2  82 

38 

27 

38 

52 

27  9 

12 

2  58 

3.15 

2,97 

6.4 

Nonbank  fin.  B 

0 

89/72 

282 

14 

3.42 

47 

2 

44 

28 

17.2 

04 

5.29 

5.79d 

6  21 

2  9 

Consumer  C 

1  4 

14/11 

lie 

1 1 

0.00 

0 

-20 

75 

159 

82,6 

08 

2.26 

1.27 

1  84 

9.2 

Health  care  C 

■  9 

40/26 

180 

17 

1.54 

27 

-22 

77 

76 

98.8 

06 

1.37 

1.65 

1  88 

1.6 

Health  care  D 

3 

13/8 

353 

13 

0.00 

0 

30 

27 

162 

170,7 

12 

-9.37 

1,06 

1,31 

4,6 

Office  equipment  B 

5 

68/34 

71 

3 

2.55 

8 

-15 

41 

39 

138,5 

12 

9  25 

17,97 

8  37 

7  6 

Aerospace 

4 

36/23 

205 

1 3 

2,57 

34 

31 

44 

63 

24,6 

12 

2.14 

2,62 

2  89 

2.4 

Banks  B 

54/31 

160 

12 

1.92 

22 

50 

60 

41 

78,0 

03 

4.00 

4.48d 

5,05 

4.8 

Electrical  B 

onvinced  that  Loral's 

defense-e 

lectronics  b 

jsi- 

sance  systems,  tactical  weapons,  and  satellites. 

rising.  At  age  67,  Schwartz  says  he  has  no 

^ess  will  fare  better  than  other  parts  of  the 

SHil, 

while  Loral 

is  spending  freely  on  acquisi- 

thoughts  of  retiring 

or  of  giving  up  on  the 

idustry.  And  he's  building  bulk  and  amassing 

tions,  the  defense 

industry  has  yet  to  hit  bot- 

kinds  of  acquisitions  that  have  fueled  Loral's 

xonomies  of  scale  in  core  areas,  which 

torn,  analysts  warn.  Schwartz  dismisses  such 

high-powered  grov/th  since 

he  took  the  helm 

iclude  electronic  com 

bat  systems,  reconnais- 

concerns  and  points  out  that  revenues  are 

two  decades  ago. 

'  19 

51/37 

380 

26 

2  04 

53 

18 

31 

44 

35,5 

12 

2.20 

1.87 

2  88 

4.5 

Containers  B 

'2 

29/20 

407 

15 

0,90 

14 

-4 

81 

96 

121,8 

12 

1.23 

1.43 

1,71 

4.1 

Leisure  D 

'0 

21/16 

211 

15 

5  50 

84 

34 

31 

104 

38  3 

12 

115 

1.34 

1  44 

2.1 

Utilities  A 

!2 

27/17 

252 

29 

1,84 

54 

-1 

51 

97 

79,8 

12 

0.08 

0,74 

0,47 

55.3 

Fuel  B 

16 

48/31 

210 

22 

0,88 

19 

19 

70 

46 

53  6 

06 

2.57 

2  06 

2,43 

2.1 

Manufacturing  C 

15 

45/28 

171 

18 

3,35 

61 

17 

75 

46 

1  10,0 

12 

2.35 

2.50 

2,91 

8  6 

Utilities  B 

!6 

30/21 

NEG 

81 

6  92 

563 

23 

35 

80 

34,6 

12 

2.78 

0  32 

1  53 

18.3 

Chemicals 

51/40 

149 

13 

0,00 

0 

7 

68 

40 

58  5 

07 

1  45b 

3.94 

4  27 

1.9 

Electrical  B 

18 

23/17 

412 

23 

1  79 

41 

-13 

68 

116 

514 

07 

0.69 

0,77 

0.89 

3.4 

Conglomerates 

45 

50/35 

172 

25 

3,55 

88 

32 

72 

46 

707 

12 

0.33 

1,82 

2.65 

9.8 

Automotive  B 

1" 

30/21 

472 

22 

1.71 

38 

-2 

46 

80 

68.0 

11 

0,98 

1,16 

1.33 

1.5 

Food  B 

30 

35/23 

252 

17 

2.79 

46 

-8 

70 

68 

89.1 

12 

1  79 

181 

1.82 

7.1 

Chemicals 

61 

65/50 

197 

31 

2.14 

67 

3 

55 

34 

72.6 

12 

1,17 

1,93 

4  34 

1  1,5 

Automotive  A 

23 

23/7 

195 

9 

0.00 

0 

18 

62 

88 

315.9 

12 

1,53 

2,57 

2  24 

10.3 

Electrical  D 

35 

35/12 

697 

NM 

000 

0 

NA 

33 

59 

NA 

12 

-2  52 

-0,84 

0  92 

4,3 

Electrical  B 

29 

29/17 

2650 

35 

0.00 

0 

21 

81 

70 

67.6 

01 

0.37 

0,84d 

1.10 

3,6 

Office  equipment  A 
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I 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIL 

YEAR 
AGO 
RANK 

!  ■  '12 
:  MONTHS 
1992 

Smi 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FHOM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EOULTY 

12  lA 

MONTHS  :»0 
1992 
SMIL 

421 

WESTERN  RESOURCES 

2024 

645 

1556 

34 

127.9 

77 

8.2 

6.2 

6.4 

9.3 

5427 

422 

PROMUS 

2017 

641 

1113 

8 

514 

>! 

4.6 

2  9 

9.5 

12.0 

1589 

42:! 

SHAWMUI  NATIONAL 

201 2 

624 

2024 

-14 

56.8 

NM 

2  8 

NM 

12.3 

5.5 

25288  1 

424 

DOLE  FOOD 

201 2 

371 

3376 

5 

65  2 

-51 

19 

4  2 

6.1 

6.0 

2994 

425 

GULF  STATES  UTILITIES 

2010 

513 

1773 

4 

133.8 

9 

7.5 

7.2 

7.0 

4.3 

6859 

42K 

UNIFI 

2007 

576 

1121 

11 

89  5 

88 

8.0 

4.7 

14.8 

20.6 

826 

427 

E.  W.  SCRIPPS 

1996 

394 

1263 

-3 

106.3 

65 

8  4 

5.0 

12.8 

15.2 

1712 

428 

DIAL 

1994 

376 

3389 

-3 

28  0 

158 

0  8 

0  3 

4  0 

4.7 

3266 

42!t 

SCANA 

1992 

440 

1  138 

-1 

124.1 

-13 

10.9 

12.4 

8.5 

11.1 

3558 

430 

VULCAN  MATERIALS 

1987 

484 

1078 

7 

91.0 

73 

8.4 

5.2 

12.1 

13.0 

1073 

431 

ALCO  STANDARD 

1963 

430 

5217y 

14 

109.2 

33 

2  1 

1.8 

NA 

12.7 

2600  i 

432 

POLICY  MANAGEMENT  SYSTEMS 

1960 

468 

497 

20 

59  4 

25 

119 

1  1,5 

10.7 

10.8 

655 

433 

UNION  TEXAS  PETROLEUM  HOLDINGS 

1958 

465 

71 4y 

-34 

1  10.0 

-61 

15.4 

25.9 

NA 

20.3 

1581 

434 

MOLEX 

1953 

412 

818 

1 1 

71  3 

13 

8.7 

8.6 

10.3 

10.4 

853 

435 

NIPSCO  INDUSTRIES 

1948 

458 

1582 

3 

147.3 

2 

9.3 

9.5 

9.7 

12  9 

3777 

43i; 

STANLEY  WORKS 

1932 

358 

2218 

13 

98.1 

1 

4.4 

4.9 

10.5 

14.1 

1608 

437 

BEAR  STEARNS 

1932 

379 

2617y 

4 

297.3 

28 

114 

9.2 

27.1 

250 

58155 

438 

OWENS-CORNING  FIBERGLAS 

1926 

463 

2878 

3 

72  0 

NM 

2  5 

NM 

1474.3 

NM 

2126 

439 

LIBERTY  MEDIA 

1923 

NR 

144a 

NA 

37.8 

NA 

26.3 

NA 

5.7 

NM 

824 

440 

SILICON  GRAPHICS 

1904 

552 

949 

to 

-74.4 

NM 

NM 

0.6 

-13.1 

-15.0 

801 

441 

PINNACLE  WEST  CAPITAL 

1894 

470 

1690 

15 

182.9 

NM 

10.8 

NM 

7.3 

10.3 

6488 

442 

JOHNSON  CONTROLS 

1893 

455 

5452 

18 

129  2 

31 

2.4 

2  1 

9  6 

1 1.8 

3054 

443 

HUNTINGTON  BANCSHARES 

1872 

533 

1259 

3 

139.0 

19 

1  1.0 

9  6 

18  0 

15.2 

13895 

444 

DOE 

1845 

473 

1  185 

-1 

150  9 

5 

12  7 

12.0 

8  3 

12.5 

3930 

445 

GEO.  A.  HORMEL 

1844 

49 1 

2867 

97  4 

17 

3.4 

3.0 

15.3 

15.1 

891 

44(i 

ANADADKn  DFTDfll  FIIM 

1839 

588 

375y 

1 1 

27  3 

^  1 6 

/  .J 

9.6 

4.Z 

4.3 

1 676 

447 

BOSTON  SCIENTIFIC 

1833 

NR 

315 

37 

56.6 

36 

18.0 

18.1 

24.3 

24.2 

287 

44X 

AMERICAN  GREETINGS 

1821 

479 

1646 

9 

105.1 

13 

6,4 

6.1 

1  1.3 

1  1.4 

1497 

1815 

476 

1733 

33 

37.8 

163 

2.2 

1.1 

10.7 

10.8 

633 

449 

Company  ^HIPPII 

TO  WATCH 

Not  so  long  ago,  this  office-supply  retailer  was 
the  fresh  young  upstart,  whizzing  past  Staples 
and  Office  Club  to  capture  the  top  spot  in  the 
$35  billion  office-supply  industry.  But  before 
CEO  David  1.  Fuente  gets  accustomed  to  the 

view  from  way  up  there,  he  had  better  keep  a 
sharp  eye  on  OfficeMax,  a  direct  competitor  to 
Office  Depot  in  25%  of  its  territory.  Now  that 
Kmart  has  acquired  a  92%  stake  in  OfficeMax, 
the  feisty  newcomer  is  expected  to  slash  prices 

450 

COCA-COLA  ENTERPRISES 

1811 

408 

5127 

31 

-15.0 

NM 

NM 

NM 

NM 

-1.0 

8085 

451 

COUNTRYWIDE  CREDIT  INDUSTRIES 

1780 

630 

573y 

106 

123.0 

173 

21.5 

16.2 

7.4 

18.4 

3667 

452 

MCKESSON 

1774 

528 

1 1493y 

18 

55  7 

-39 

0.5 

09 

8  9 

10.2 

3109 

453 

PET 

1769 

348 

1769 

-3 

106  6 

12 

6  0 

5  2 

12.1 

18.4 

1511 

454 

ILLINOIS  POWER 

1768 

417 

1479 

0 

122.1 

12 

8  3 

7.4 

5.9 

6  3 

5362 

455 

RAYCHEM 

1765 

504 

1362 

7 

-13.3 

NM 

NM 

NM 

-1.9 

-1.9 

1350 

45t; 

RITE  AID 

1760 

399 

3987 

9 

131  3 

1 1 

3,3 

3  2 

10.0 

13.1 

1894 

457 

BENEFICIAL 

1742 

434 

1819 

1 

148.4 

-1 

8.2 

8.3 

7  8 

12.0 

1  1423 

45K 

APPLIED  MATERIALS 

1737 

734 

800 

21 

47  8 

68 

6  0 

4  3 

9  6 

9.9 

835 

45!) 

BHC  COMMUNICATIONS 

1736 

449 

308 

17 

109.3 

1 

35.5 

41.2 

6.9 

6.7 

2166 

460 

PUBLIC  SERVICE  CO.  OF  COLORADO 

1725 

478 

1862 

4 

136.6 

-9 

73 

8.3 

90 

1  1.4 

3760 

4(11 

CONSOLIDATED  PAPERS 

1720 

415 

904 

4 

50.4 

-45 

5.6 

10.5 

5  1 

5.5 

1487 

MURPHY  OIL 

1715 

457 

1685y 

0 

62  8 

NM 

3  7 

NM 

7.0 

5  2 

1937  - 

4K3 

IVAX 

1714 

351 

451 

102 

44.6 

233 

9.9 

6.0 

NA 

17.2 

504 

4fi4 

SYNOPTICS  COMMUNICATIONS 

1713 

NR 

389 

57 

42  4 

58 

10  9 

108 

20  9 

20.9 

260 

4(i5 

PACIFIC  ENTERPRISES 

1713 

510 

2912 

-4 

142.0 

-18 

4.9 

5.8 

NA 

13.4 

5424 
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luaiion 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

MI 
IE 
E 

I2M0NIH 
HIGH/ 
LOW 

s 

raicE 

4S%0F 
800K 

PE 

YIELD 

% 

PAYOUI 

lOIAl 
DETURN 

% 

INSII 
lUIIONS 
HOIOING 

SHRS 
OUT 
MIL 

lUIIN. 
OVEH 

FY 

1 991 
ACTUAl 
$ 

1992 
ACIUAl 

s 

ANALYSIS' ESIIMAIES 
1993  VA8I 
EST  AIION 
S  % 

36/25 

163 

16 

5.56 

88 

38 

36 

58 

59.8 

12 

1.91 

2.20 

2.55 

3.5 

Utilities  A 

;) 

63/25 

472 

39 

0.00 

0 

100 

79 

34 

1  15  5 

12 

1.00 

1  53 

2  19 

4  1 

Leisure  C 

J 

22/12 

156 

36 

0.00 

0 

57 

63 

93 

107.4 

12 

-2.35 

0.60 

1  51 

13  2 

Banks  A 

( 

37/26 

1 84 

31 

1.18 

37 

-1 

53 

59 

50.0 

12 

2.24 

1.09 

2  16 

8.8 

Food  B 

3 

18/12 

102 

24 

0.00 

0 

45 

58 

114 

54.2 

12 

0.52 

0.74 

1.01 

10.9 

Utilities  A 

4 

34/22 

463 

32 

1.31 

42 

30 

65 

60 

47  4 

06 

1  08 

1.04 

1  59 

2  5 

Manufacturing  D 

7 

29/23 

285 

19 

1 .64 

31 

13 

19 

75 

9.9 

12 

0.87 

1.43 

1.31 

4.6 

Publishing/TV  B 

3 

51/33 

350 

66 

2.64 

175 

-10 

60 

47 

54.5 

12 

0.24 

0  64 

3  09 

2  6 

Conglomerates 

5 

46/39 

188 

16 

5.91 

94 

19 

44 

44 

38.0 

12 

3.37 

2.84 

3.29 

4.3 

Utilities  A 

3 

56/38 

284 

22 

2.36 

52 

42 

60 

37 

18.6 

12 

1.38 

2.41 

3.05 

7.2 

Housing  A 

2 

43/33 

228 

19 

2.27 

43 

10 

49 

46 

45.1 

09 

1.95 

2.22 

2.49 

1.6 

Conglomerates 

4 

84/60 

356 

33 

0  00 

0 

1 4 

77 

23 

318 

12 

2  14b 

2  55 

3.04 

0  7 

Nonbonk  fin.  A 

3 

24/16 

501 

26 

0.88 

23 

33 

29 

86 

47.2 

12 

2.59 

0.86 

114 

10  5 

Fuel  B 

1 

32/24 

285 

29 

0.10 

3 

4 

22 

63 

37.7 

06 

1.04 

1.08 

1.15 

0  9 

Electrical  D 

0 

30/23 

188 

15 

4.46 

66 

32 

53 

66 

64.9 

12 

1.94 

2.00 

2.14 

3.3 

Utilities  A 

3 

48/33 

277 

20 

3.1 1 

61 

-8 

48 

45 

35.7 

12 

2  31 

2.15 

2,70 

4.8 

Manufacturing  B 

7 

19/13 

1 64 

7 

3.50 

23 

-1 

49 

1  13 

73.7 

06 

118 

2.57 

2.46 

6.1 

Nonbank  fin.  A 

5 

47/28 

NEG 

27 

0.00 

0 

17 

74 

42 

1  12.5 

12 

-12  58 

1.68 

3  15 

6  7 

Housing  A 

2 

32/9 

NEG 

NA 

0.00 

0 

200 

NA 

60 

50.1 

12 

0.33 

NA 

NA 

NM 

Leisure  8 

0 

33/14 

380 

NM 

0.00 

0 

-2 

60 

64 

138.1 

06 

0.73 

-2.19 

1.22 

3.3 

Office  equipment  B 

2 

22/17 

130 

13 

0.00 

0 

19 

61 

87 

38.9 

12 

-3.91 

1.73 

1.93 

5.7 

Utilities  A 

7 

48/36 

1 85 

1 7 

2  89 

50 

21 

61 

40 

50.0 

09 

2.1  lb 

2.73 

3  14 

2.9 

Electrical  C 

4 

25/16 

204 

13 

2.97 

40 

50 

22 

77 

38  7 

12 

1.52 

1.80 

2  21 

3.2 

Banks  B 

35/27 

163 

13 

4.59 

60 

24 

33 

53 

39.6 

12 

2.50 

2.67 

2.76 

1.1 

Utilities  A 

4 

26/17 

286 

19 

1.83 

35 

29 

20 

77 

12.9 

10 

1.13 

1.24 

1.40 

2.1 

Food  B 

3 

35/19 

290 

68 

0.90 

61 

77 

60 

55 

94.4 

12 

0.59 

0.49 

1  05 

24.8 

Fuel  B 

8 

24/14 

783 

32 

0.00 

0 

NA 

25 

102 

NA 

12 

0.44 

0.57 

0.76 

1.3 

Health  care  D 

0 

52/38 

197 

17 

1.72 

29 

15 

81 

36 

136.9 

02 

2.80 

3.00d 

3.51 

1.1 

Leisure  D 

1 

38/19 

518 

50 

0.00 

0 

10 

65 

59 

96.1 

12 

0.27 

0.62 

0.82 

4.9 

Services  B 

n  all  its  major  markets,  according  to  analysts. 
That  could  spell  trouble  for  Office  Depot, 
vhich  has  a  low-price  guarantee  that  pledges 
lot  only  to  meet  competitors'  prices  but  to 
Tedit  50%  of  the  difference  to  the  purchase 


price.  The  company's  margins  could  take  a 
major  hit  if  a  price  war  develops.  For  the  mo- 
ment, Fuente  is  counting  on  Office  Depof  s  new 
phone-in  catalogs  and  five  next-day-delivery 
distribution  centers  to  lower  the  company's 


cost  structure.  With  that  and  the  60  new  stores 
Fuente  plans  to  open  this  year— which  will  give 
the  company  a  total  of  345— Office  Depot  is 
fighting  its  hardest  to  stay  one  step  ahead  of 
the  new  upstart  on  the  block. 


14 

15/1  1 

125 

NM 

0.36 

DEF 

4 

36 

129 

23.6 

12 

-0.79 

-0.12 

0  14 

100  0 

Consumer  C 

J5 

35/17 

275 

15 

1.15 

17 

43 

89 

51 

233.8 

02 

1.27b 

2  35d 

2  88 

5.2 

Nonbank  fin.  A 

44 

47/30 

373 

17 

3.67 

63 

32 

59 

41 

60  1 

03 

0.84 

2  53d 

2  86 

5  6 

Health  care  A 

17 

22/14 

306 

17 

1.70 

29 

-26 

53 

107 

69.0 

06 

0.30 

0.96 

1  06 

1.9 

Food  B 

23 

25/19 

119 

19 

3.42 

65 

3 

54 

76 

62  2 

12 

1.04 

1.23 

1.91 

5  8 

Utilities  A 

43 

45/30 

247 

NM 

0.75 

DEF 

24 

75 

41 

55.7 

06 

-0.63 

-0.43 

0.34 

38.2 

Electrical  A 

20 

24/19 

175 

13 

3.00 

38 

-3 

69 

88 

52.3 

02 

1.43 

1.56d 

1  76 

3.4 

Health  care  A 

67 

69/56 

146 

12 

4.18 

51 

9 

73 

26 

49.6 

12 

5.80 

5.50 

6.82 

2.2 

Nonbank  fin.  A 

44 

44/17 

358 

40 

0.00 

0 

85 

88 

39 

316.1 

10 

0.76 

1.09 

1  73 

4.6 

Manufacturing  C 

66 

68/56 

107 

16 

0.00 

0 

21 

22 

26 

14.5 

12 

3.89 

4.09 

5.45 

NM 

Publishing/TV  A 

30 

30/26 

158 

14 

6.78 

93 

18 

31 

58 

47  1 

12 

2.48 

2.16 

2.45 

2  4 

Utilities  A 

39 

42/38 

187 

34 

3.26 

1 1 1 

3 

23 

44 

19  9 

12 

2.10 

1.15 

1.72 

14.5 

Paper  B 

38 

38/33 

142 

27 

3  14 

86 

1 1 

59 

45 

42.6 

12 

-0  24 

1  40 

1  69 

20.1 

Fuel  B 

25 

37/19 

659 

39 

0.00 

0 

-32 

16 

68 

98.0 

12 

0.19 

0.65 

1.29 

14  7 

Health  care  6 

88 

96/19 

844 

44 

0.00 

0 

245 

82 

20 

611.4 

12 

1.32 

1.99 

3.52 

5.4 

Office  equipment  C 

23 

23/18 

192 

14 

0.00 

0 

17 

40 

75 

56.7 

12 

-1.45 

1.60 

1  81 

8.3 

Utilities  B 
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COMPANV 


MARKET  VALUE  SALES 


PROFITS 


ASSETS 


SMll 

YEAR  : 

AGO 
RANK 

MdNIHS 
1W2 

SMll 

CHANGE 
FROM 
1991 

MONTHS 
1992 
SMll 

CHANGE 
fROM 
1991 

MONTHS 
1992 

MONTHS 
I99T 

INVESTED 
CAPIIAl 

COMMON 
EQUITY 

MONTHS  1( 
1992  5 
SMll 

HAMF^TAXF  MINING 

1710 

454 

684y 

2 

-175.8 

NM 

NM 

NM 

NA 

-35.0 

1119 

41)  ( 

1707 

NR 

644 

7 

29  4 

NM 

4.6 

0.3 

7.7 

1  4.7 

845 

468 

4  7  A  4 

353 

1 183 

3 

152  6 

3 

12.9 

12.9 

9.7 

15.6 

3024 

4(ill 

RFT7  lARnDAIUDIF^ 

1701 

439 

707 

6 

82,0 

9 

1  1  6 

1 1  3 

20.8 

25.1 

51 1 

470 

A^HI  AND  Oil 

1679 

395 

9640 

5 

-66.8 

NM 

NM 

1 .9 

NM 

-6.2 

5437 

471 

FMr 

1  PI  V 

1677 

427 

3974 

2 

1  92  6 

1  1 

4  8 

4.4 

16.3 

40  2 

2827 

/1 79 

DIIKFT  ^nilND  POWFD  IL  IIGHT 

rUvtl    JUUni/    rUfiLK    a    LIU  ill 

4  £  Z  A 

1669 

51 1 

1025 

7 

1 35.7 

2 

!3.2 

13.9 

8.6 

1 1 .7 

2992 

47''i 

roN^Frn 

V  u  n  J  L  L  u 

1668 

631 

1526y 

10 

1  74  8 

44 

1  1  5 

8  7 

33.3 

33  3 

10800 

474 

Mfiir  INVF^TMFHT 

1663 

571 

352 

20 

102  3 

36 

29.1 

25.5 

17.6 

1 8.2 

1023 

47") 

4  Z  £  7 

166/ 

456 

1 179 

15 

81.1 

39 

6.9 

5.7 

1  7.4 

1 8.0 

709 

AMAX 

1651 

403 

3698 

-2 

-147.7 

NM 

NM 

0.8 

NM 

-7.1 

5780 

477 

AMRAT 

1642 

544 

241 

29 

130.2 

15 

54  1 

60.7 

1  4.0 

15.1 

2075  i 

47s 

TANDY 

4  £  7 
1642 

337 

4788a 

6 

1 74.2 

-1  1 

3  6 

4.3 

9  1 

10.5 

3476 

47'.* 

rue  FUFDnV 

1629 

409 

2957a 

-5 

-29  0 

NM 

NM 

NM 

NM 

-3.6 

6223 

DFDDinn 

r  C  K  K 1  u  u 

4^77 

1627 

587 

514 

60 

37.9 

99 

7.4 

5  9 

1 5. 1 

1 7.9 

368 

481 

HIIRRFI 1 

n  U  D  D  C  L  L 

1622 

424 

786 

4 

94.1 

4 

12  0 

12.0 

17.2 

17.2 

817 

482 

PRICE 

1617 

314 

7642y 

8 

125.4 

-9 

1 .6 

1 .9 

10.4 

14  9 

2157 

481') 

MFDrilDY  FINANfF 

1615 

597 

1  35a 

23 

42  1 

40 

3 1  2 

27.3 

1 7.1 

34  8 

633 

484 

1614 

367 

240 

14 

101  7 

21 

42.4 

40.0 

24.9 

24.9 

445 

485 

rVDPIK  MINFPAI \ 

1614 

687 

1641 

-1 

-246.0 

NM 

NM 

2.6 

NM 

-31.6 

1683 

Ana 

n  w  K  1  n  K  u  r 

1612 

545 

5550 

-3 

120.7 

-55 

2.2 

4  7 

9.6 

10.0 

3162 

487 

CRACKER  BARREL  OLD  COUNTRY  STORE 

1609 

564 

462 

34 

39  3 

43 

8  5 

7  9 

1  5.0 

1 6  8 

330 

488 

rOF^TAD  FINANriAl 
IKCJIAK  rinAnviAL 

1604 

718 

1082 

-1 1 

79.8 

1  36 

7.4 

2.8 

10  5 

8.5 

1 2675 

48!t 

CONTEL  CELLULAR 

1  coo 

385 

287 

22 

-73. 1 

NM 

NM 

1 936 

490 

NATIONAL  MEDICAL  ENTERPRISES 

1597 

297 

3845 

-3 

93.3 

-68 

2.4 

7.4 

5.2 

5.4 

4220 

I'.M 

AMERICAN  NATIONAL  INSURANCE 

1595 

592 

1318 

10 

168.6 

34 

12.8 

10.5 

NA 

NA 

5084 

492 

20th  CENTURY  INDUSTRIES 

1588 

618 

991 

9 

117  5 

13 

119 

1 1.4 

21.0 

21.0 

1500 

4!KJ 

LOCTITE 

1587 

426 

608 

8 

72  3 

1 

1  1.9 

12.8 

193 

18.9 

557 

1584 

573 

4008 

-7 

-199.3 

NM 

NM 

NM 

NM 

-60.5 

5071 

COMPANY 

TO  Watch 


i 
f 


Just  a  small  boost  in  price  and  volume  can  turn 
BETHLEHEM       giant  steel  companies  from  big  losers  into  big 
STEEL  winners.  So  if  s  no  wonder  that  cheers  are  start- 

ing to  ring  out  from  Bethlehem  Steel  headquar- 
ters as  the  economic  recovery  pumps  up 


demand  and  every  T  %  increase  in  price  adds 
$40  million  to  its  bottom  line. 

After  a  three-year  profit  drought,  Bethlehem 
expects  to  make  money  this  year.  Orders  are 
running  well  above  T992's  level.  And  President 


i!ir, 

WHITMAN 

1580 

453 

2388 

0 

92,1 

15 

3.9 

3.4 

10.6 

19.1 

2102 

4;i(i 

PARAMETRIC  TECHNOLOGY 

1570 

NR 

103 

96 

25  5 

1 1 1 

24  9 

23.1 

274 

274 

118 

4!I7 

AVERY  DENNISON 

1562 

429 

2623 

3 

80  1 

27 

3.1 

2  5 

9  3 

10  0 

1684 

498 

JAMES  RIVER  CORP.  OF  VIRGINIA 

1560 

423 

4728 

4 

-122  1 

NM 

NM 

1.7 

NM 

-9.0 

6336 

IHIt 

BANDAG 

1552 

428 

591 

1 

83,0 

4 

14  0 

13.7 

NA 

24.7 

469 

500 

MERIDIAN  BANCORP 

1550 

566 

1082 

-11 

1 14.7 

7 

10.6 

8.8 

12.9 

13.1 

12208 

5(11 

LEGENT 

1550 

632 

487 

23 

34.8 

-1 1 

7.1 

99 

1  1.4 

10.7 

523 

MI 

CHIRON 

1548 

634 

248y 

75 

-96  0 

NM 

NM 

NM 

NA 

-19.6 

806 

riK] 

MAPCO 

1544 

405 

2787x 

0 

100,7 

-20 

3  6 

45 

117 

215 

1912 

.5(14 

KROGER 

1543 

474 

22145 

4 

101.2 

0 

0.5 

0.5 

21.6 

NM 

4303 

505 

PARKER  HANNIFIN 

1538 

445 

2427 

3 

66  9 

54 

2  8 

18 

7.1 

7.1 

1878 

506 

CUMMINS  ENGINE 

1538 

640 

3749 

10 

67,1 

NM 

18 

NM 

7,0 

90 

2136 

:,(i7 

TELEPHONE  &  DATA  SYSTEMS 

1536 

522 

454 

28 

38  5 

82 

8  5 

6  0 

4.4 

4.4 

1696 

5(  H 

PEP  BOYS-MANNY,  MOE  &  JACK 

1532 

557 

1  127o 

16 

51,8 

44 

4.6 

3.7 

9,5 

10.5 

899 

50!  1 

KEMPER 

1528 

442 

2201 

-1  1 

-225  0 

NM 

NM 

4  8 

NA 

-1  1.5 

14773 

510 

INTEGRA  FINANCIAL 

1526 

682 

890 

1  1 

1 13.4 

62 

12.7 

8.8 

NA 

17.9 

10788 

AlPHABEIICAl  INDEX  OF  COMPANIES  BEGINS  ON  PAGE 
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UATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

n  IJ.MONIH 
E  HIGH/ 
LOW 
S 

PRICE 
ASXOf 
BOOK 
VALUE 

INSII. 

ANALYSIS' ESIIMAIES 

PE 
RAIIO 

YIEID 

PAYOUT 

lOIAl 
PEIURN 

TunoNS 

HOIDING 

SHRS 

out 

MIL 

lURN. 
OVER 

fv 

ACTUAL 
S 

ACTUAL 
$ 

1993 
EST 
S 

VARI. 
ATION 

16/10 

341 

NM 

0.80 

DEF 

-21 

;  34 

137 

81.4 

12 

-1.01 

-1.31 

0.04 

575.0 

Metals  C 

41/28 

855 

58 

0  98 

57 

13 

27 

42 

18  9 

12 

0,05 

0,70 

1  03 

9  7 

Publishing/TV  A 

45/36 

178 

17 

4  01 

70 

24 

56 

37 

39.9 

12 

2.55 

2.60 

2  74 

2.2 

Utilities  A 

63/48 

579 

22 

2.28 

50 

-3 

71 

29 

92.8 

12 

2.47 

2,71 

2  95 

2.7 

Chemicals 

34/23 

155 

NM 

3.57 

DEF 

-10 

56 

60 

45.0 

09 

2.56 

-1.18 

2.20 

14.1 

Fuel  B 

54/43 

350 

9 

0.00 

0 

-4 

61 

36 

44,9 

12 

4.77 

5  23 

5  03 

4,2 

Manufacturing  C 

29/24 

161 

13 

6.32 

83 

21 

17 

59 

29,8 

12 

2.21 

2.16 

2,18 

2,3 

Utilities  A 

67/2  1 

328 

12 

0.15 

2 

76 

56 

25 

232  6 

12 

4,22b 

5.56 

5,18 

8,7 

Nonbank  fin.  B 

57/32 

296 

16 

0.49 

8 

38 

55 

29 

75.5 

12 

2.68 

3.48 

3.89 

4,9 

Nonbankfin.  B 

20/13 

399 

22 

0.49 

1 1 

9 

76 

102 

203.2 

01 

0.55 

0.75 

091 

3  3 

Retailing 

23/15 

78 

NM 

2.12 

DEF 

-5 

70 

87 

74.1 

12 

0.34 

-1.71 

-0.23 

295,7 

Metals  A 

47/32 

191 

13 

0.94 

12 

31 

99 

35 

69  4 

12 

3  25 

3.71 

3.64 

3.6 

Nonbank  (in.  B 

32/22 

116 

12 

2.31 

27 

-16 

49 

63 

98.9 

06 

2.58 

2.24 

2  49 

6.0 

Office  equipment  B 

1  23/15 

147 

19 

2.36 

45 

10 

63 

80 

88  5 

12 

-3  26 

1.07cl 

1.62 

16  7 

Utilities  A 

I  51/24 

770 

53 

0.00 

0 

30 

42 

37 

99.9 

06 

0.40 

0.82 

1.12 

0.9 

Health  care  B 

!  58/45 

296 

18 

3,08 

54 

-3 

49 

31 

21.0 

12 

2  87 

2,97 

3.24 

1,2 

Electrical  A 

I  54/30 

192 

13 

0.00 

0 

-38 

51 

46 

245.5 

08 

2.68 

2,61 

2,57 

5,1 

Retailing 

1  19/10 

1229 

36 

1.17 

42 

52 

42 

86 

22.1 

12 

0.39 

0,52 

066 

3,0 

Nonbank  fin.  A 

I  51/28 

395 

16 

1.18 

19 

-27 

54 

47 

284.5 

12 

1.75 

2,12 

2.43 

2.1 

Health  care  D 

1  36/19 

198 

NM 

2.34 

DEF 

59 

52 

47 

107.6 

12 

0.72 

-6.31 

3  16 

18.4 

Metals  C 

I  36/23 

133 

13 

4.71 

63 

37 

60 

47 

37.4 

12 

5.69 

2.56 

4.60 

3.9 

Aerospace 

1  47/28 

688 

48 

0.06 

3 

33 

56 

37 

193.3 

07 

0,67 

0  91 

1,18 

2  5 

Leisure  A 

I  44/21 

176 

19 

2.25 

43 

75 

38 

36 

138  8 

12 

0.98 

2.32 

3.18 

7.9 

Banks  C 

)  20/13 

NcG 

NM 

0.00 

0 

-19 

8 

100 

10.6 

12 

-1.19 

-0.73 

-0.71 

21.1 

Telecomms.  A 

)  17/9 

92 

7 

4.99 

36 

-32 

70 

166 

98.1 

05 

0.75b 

1.34d 

1.47 

8.2 

Health  care  C 

)  60/36 

90 

9 

3.39 

32 

46 

17 

26 

10.4 

1 2 

4  76 

6.37 

4,92 

5.1 

Nonbank  tin.  d 

1  31/17 

284 

13 

1.68 

23 

46 

31 

51 

18  7 

12 

2.02 

2.29 

2  26 

7.1 

Nonbank  fin.  B 

1  48/40 

414 

22 

1.74 

38 

-6 

44 

36 

28.5 

12 

1.98 

1.99 

2  42 

2  1 

Chemicals 

(  20/10 

428 

NM 

0.00 

0 

14 

76 

91 

105.6 

12 

-10.41 

-2.73 

0.47 

172  3 

Metals  B 

i  linton's  infrastructure  projects  promise  yet  Despite  the  prospects  for  a  good  year,  Beth-  competition  in  specialty  steel  means  that  even 

lOre  orders.  Also,  a  series  of  lawsuits  against  lehem  CEO  Curtis  H.  Barnette  still  faces  though  Bethlehem  should  make  money  in 

ireign  competitors  alleging  unfair  trade  prac-  formidable  challenges.  Aggressive  minimills  1993,  it  won't  take  much  to  dry  up  profits 

»s  may  bring  some  import  protection,  at  are  pushing  down  prices  at  the  low  end  of  the  again  and  revive  the  hand-wringing  in  the  ex- 

ost  for  a  while.  crucial  flat-rolled  steel  market.  And  increasing  ecutive  suite. 


5 

15/12 

327 

17 

1,76 

30 

-1 

68 

107 

36.8 

12 

0.76 

0.86 

1.01 

3,0 

Conglomerates 

D 

32/13 

1684 

79 

0,00 

0 

1 1 1 

79 

53 

315.2 

09 

0.19 

0.38 

0.66 

3,0 

Office  equipment  C 

5 

29/24 

195 

20 

3.37 

66 

-2 

62 

60 

417 

12 

1,02 

1,33 

1  65 

3  6 

Manufacturing  A 

9 

23/16 

94 

NM 

3.14 

DEF 

-10 

84 

82 

39  5 

12 

0.66 

-1,82 

0.25 

292.0 

Paper  B 

7 

73/52 

461 

19 

1.14 

22 

-6 

24 

27 

34.2 

12 

2,86 

2.99 

3.22 

5,0 

Automotive  C 

i 

36/23 

177 

13 

3.53 

47 

34 

41 

46 

86.6 

12 

2.56 

2.55 

2.84 

4.6 

Banks  A 

6 

55/29 

483 

56 

0.00 

0 

5 

66 

34 

247.7 

09 

1.54 

0.81 

2.50 

2  0 

Office  equipment  C 

1 

63/35 

316 

NM 

0.00 

0 

-6 

54 

31 

395  8 

12 

-22.12 

-3.18 

0.54 

29.6 

Health  care  B 

2 

62/49 

329 

15 

1.94 

30 

-18 

79 

30 

54,8 

12 

4.20 

3  37 

4,84 

6  0 

Fuel  B 

7 

19/1 1 

NEG 

15 

0.00 

0 

-10 

31 

91 

86.3 

12 

1.12 

1.11 

1  50 

9.3 

Food  C 

2 

36/26 

166 

24 

3.02 

73 

-4 

79 

48 

50.5 

06 

1  23 

1  32 

1.57 

7.0 

Manufacturing  A 

9 

89/57 

233 

25 

0.23 

6 

36 

55 

17 

123  5 

12 

-4.96 

3,54 

7.63 

20.4 

Automotive  B 

7 

41/30 

185 

41 

0  86 

35 

-2 

68 

41 

44  6 

12 

0.59 

0,91 

0  83 

19  3 

Telecomms.  A 

5 

27/19 

310 

28 

0.55 

16 

15 

67 

61 

108.0 

01 

0.69 

0.89d 

1.08 

3.7 

Retailing 

1 

35/21 

78 

NM 

2,97 

DEF 

-5 

41 

49 

87,8 

12 

4.25 

-4.61 

3,22 

17.1 

Nonbank  fin.  B 

6 

46/33 

241 

10 

2.77 

28 

39 

36 

33 

47,4 

12 

2.89 

4.54 

4.05 

3.0 

Banks  A 

INOTES  TO  TABLES  APPEAR  ON  PAGES  162,163 

THE  1993  BUSINESS  WEEK  1000  141 


THE  BUSINESS  WEEK  1000 


COMPANY 

MARKET 

VALUE  SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$Mll 

YEAH 

AGO 
RANK 

12 

MOrtlHS 

1992 
SMIl 

CHANGE 
f«OM 
1991 

12 

MONTHS 

1992 

Smk 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITA! 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1992 
SMIL 

511 

NKOR 

1S20 

555 

1612 

6 

108.3 

0 

67 

7.2 

NA 

15.6 

2239  ; 

512 

SERVICE  CORP.  INTERNATIONAL 

1518 

507 

772 

20 

86  5 

V8 

1  1.2 

1  1.4 

7.5 

13.0 

2432  £ 

513 

KANSAS  CITY  POWER  S  LIGHT 

1517 

524 

803 

-3 

86  3 

-17 

10.8 

12  6 

7.1 

9.7 

2647 

514 

BLACK  S  DECKER 

1512 

459 

4780 

3 

-73  3 

NM 

NM 

1  1 

NM 

-6  4 

5392 

515 

EQUIFAX 

1509 

502 

1  134 

4 

85.3 

58 

7.5 

4.9 

20.9 

22  9 

708 

51K 

ALLERGAN 

1503 

432 

898 

7 

105  8 

NM 

1 1.8 

NM 

20  1 

21.2 

886 

517 

BIOMET 

1494 

316 

306 

25 

58  2 

29 

19  0 

18.5 

22  1 

22.1 

315 

51« 

CENTURY  TELEPHONE  ENTERPRISES 

1493 

577 

357 

27 

600 

60 

16  8 

13  3 

NA 

16  4 

1040 

519 

WORTHINGTON  INDUSTRIES 

1490 

509 

1023 

15 

56.6 

22 

5.5 

5.2 

12.9 

14.1 

621 

520 

SIGNET  BANKING 

1486 

712 

1041 

-20 

109.2 

NM 

10.5 

NM 

NA 

13.2 

12093 

521 

DREYFUS 

1477 

477 

342y 

21 

91  2 

34 

26  6 

24.1 

12.2 

12.0 

861 

522 

BRUNSWICK 

1475 

515 

2059 

12 

39  7 

NM 

1 ,9 

NM 

4  9 

4.4 

1871 

523 

SOUTHTRUST 

1473 

642 

965 

3 

1  14.2 

27 

1  1.8 

9.7 

13.9 

14.4 

12714 

524 

IPALCO  ENTERPRISES 

1473 

546 

633 

-2 

91  5 

-13 

14.5 

16  2 

8  7 

1  1.2 

1901 

525 

PREMARK  INTERNATIONAL 

1472 

460 

2946 

5 

4.6 

-96 

0.2 

3.6 

1.0 

0.7 

201 1 

52() 

MAYTAG 

1472 

378 

3041 

2 

-8  4 

NM 

NM 

2.7 

NM 

-1.4 

2501 

1470 

NR 

967 

9 

65  6 

38 

6.8 

5.4 

11.1 

12.4 

1092 

527 

company  ^^^^h 
watc^mMI^I 

First,  the  good  news:  The  consumer-appliance 
company  is  enjoying  a  remarkable  turnaround, 
n  1988,  Sunbeam's  predecessor  filed  for 
bankruptcy  protection.  But  in  1990,  investment 
banker  Paul  B.  Kazarian  pulled  the  company 

out  of  chapter  11  in  an  unusual  hostile  tender 
offer.  He  immediately  began  selling  off  unprof- 
itable businesses  to  form  a  core  group  of  con- 
sumer-appliance units.  A  string  of  annual  oper- 
ating losses  was  reversed  in  less  than  a  year. 

528 

FOREST  LABORATORIES 

1466 

521 

285y 

20 

60.3 

30 

21.2 

19.6 

14.6 

14  2 

513 

529 

TANDEM  COMPUTERS 

1457 

506 

2066 

7 

58.6 

NM 

2  8 

NM 

4,3 

4.7 

1994 

530 

UJB  FINANCIAL 

1456 

710 

1  130 

-10 

53  8 

140 

4.8 

1.8 

8,4 

5.8 

13771 

531 

CONTINENTAL  CORP. 

1449 

480 

4900y 

1 

120.8 

-9 

2.5 

2.7 

NA 

5.9 

12923 

532 

WEST  POINT-PEPPERELL 

1447 

622 

1420a 

4 

-179  4 

NM 

NM 

NM 

NM 

-18  0 

2049 

533 

BMC  SOFTWARE 

1443 

448 

229 

33 

61.0 

49 

26  6 

23.7 

27.0 

30.0 

342 

534 

POTLATCH 

1443 

520 

1327 

7 

78  9 

41 

5  9 

4,5 

6  4 

8.3 

1999 

535 

ECHIIN 

1433 

643 

1824 

3 

70.0 

60 

3.8 

2.6 

9.3 

10.3 

1251 

53(i 

OLD  KENT  FINANCIAL 

1431 

583 

815 

-5 

111.1 

19 

13.6 

10.8 

17.9 

15.7 

8699 

537 

OKLAHOMA  GAS  &  ELECTRIC 

1427 

452 

1315 

0 

99.7 

-26 

7.6 

10.2 

8,3 

10.8 

2590 

53X 

LEG6ETI  S  PLATT 

1417 

742 

1  170 

8 

62  5 

59 

5.3 

3.6 

12.9 

15  1 

678 

539 

SNAP-ON  TOOLS 

1416 

433 

984y 

12 

66.0 

-10 

6  7 

8.3 

8  7 

9.9 

1 177 

540 

HARRIS 

1415 

538 

3059 

2 

101  6 

13 

3.3 

3  0 

8  4 

9.3 

2432 

541 

BANCORP  HAWAII 

1406 

497 

940 

-8 

116  8 

4 

12.4 

1 1.0 

18.7 

15.9 

12713 

542 

MARSHALL  S  ILSLEY 

1405 

559 

798 

-4 

116  6 

17 

14  6 

1 1  9 

15,9 

15.7 

7850 

543 

MONTANA  POWER 

1404 

531 

505 

1 

107  1 

1 

21.2 

21.2 

9,4 

1  1.9 

2273 

544 

BRINKER  INTERNATIONAL 

1402 

591 

576 

22 

412 

34 

7.2 

6  5 

15  2 

13.5 

385 

545 

THERMO  ELECTRON 

1398 

580 

949 

18 

60.6 

29 

6.4 

5.8 

6.6 

9.9 

1818 

54H 

CINTAS 

1391 

519 

419 

1  1 

41  4 

27 

9  9 

8  6 

13.9 

16  8 

402 

547 

GTECH  HOLDINGS 

1387 

NR 

467 

46 

35.6 

168 

7.6 

4  1 

13.3 

23.5 

487 

548 

JOHN  NUVEEN 

1384 

NR 

221y 

23 

62  6 

31 

28  3 

26  6 

35  2 

34.3 

288 

549 

OWENS-ILLINOIS 

1383 

NR 

3672 

4 

96  7 

NM 

2.6 

NM 

9  1 

18  7 

4648 

550 

FLIGHTSAFETY  INTERNATIONAL 

1378 

411 

278 

4 

82  3 

14 

29  6 

27  1 

14,3 

15  0 

814 

551 

SUNDSIRAND 

1378 

450 

1673 

0 

83  3 

-23 

5.0 

6.5 

13  3 

15.7 

1804 

FLEET  CALL 

1365 

NR 

53 

2 

-10  9 

NM 

NM 

NM 

NM 

-4.3 

311 

553 

SOUTHWESTERN  PUBLIC  SERVICE 

1355 

529 

757 

4 

102,1 

-7 

13.5 

15  1 

10  0 

14.0 

1705 

554 

C.R.  BARD 

1354 

496 

990 

13 

75  0 

31 

7.6 

6  5 

18.2 

19  1 

713 

555 

riRST  ALABAMA  BANCSHARES 

1351 

667 

656 

0 

95.0 

21 

14.5 

1 1.9 

12.7 

14.5 

7881 
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UillON 

DIVIDENDS 

SH&Res 

EARNINGS  PER  SH&RE 

INDUSTRY  GROUP 

I  l2-M0NtH 

;  HIGH/ 
low 
$ 

piiice 

AS%OF 
800K 
VALUE 

PE 
RATIO 

YIELD  PAYOUT 
% 

TOTAL 
RETURN 

INSTI. 
:  TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN 
OVER 

FY 

1991 
ACTUAL 
S 

199! 
ACTUAL 

s 

ANALYSTS' ESTIMATES 
1993  VA»|. 
ESI  ATION 
S 

55/38 

221 

14 

4.33 

62 

33 

49 

28 

45.0 

12 

3.71 

3.83 

4.02 

2.5 

Utilities  B 

20/16 

228 

17 

2  03 

35 

6 

71 

77 

63  7 

12 

1.03 

1.13 

1.29 

16 

Services  E 

25/20 

177 

18 

5  88 

107 

25 

25 

62 

55  3 

12 

1.58 

1  35 

1.66 

2.4 

Utilities  A 

27/15 

113 

NM 

2.21 

DEF 

-26 

66 

83 

121.6 

12 

0.81 

-1.11 

1.10 

14.5 

Manufacturing  B 

22/14 

405 

19 

2.78 

54 

22 

63 

75 

59.7 

12 

0.66 

1.04 

1.24 

1.6 

Nonbankfin,  A 

27/20 

301 

14 

1.78 

26 

-1 1 

83 

67 

38,4 

12 

-0.92 

1.56 

1.73 

2  3 

Health  care  B 

23/11 

567 

22 

0,00 

0 

-45 

43 

115 

147,8 

05 

0.46 

0.58d 

0.73 

5  5 

Health  care  D 

32/18 

408 

25 

0  94 

23 

33 

68 

48 

60  0 

12 

0,80 

1,25 

1,27 

1 1,8 

Telecomms.  A 

28/19 

371 

23 

1 .92 

45 

15 

45 

60 

54,3 

05 

0,94 

l,07d 

1,36 

10,3 

Metals  B 

53/28 

180 

14 

2.26 

31 

73 

57 

28 

74,3 

12 

-0,95 

3  92 

4,45 

5,2 

Banks  C 

44/34 

194 

16 

1.73 

28 

-2 

75 

38 

68.3 

12 

1,77 

2,40 

2  77 

4.3 

Nonbank  fin.  A 

18/12 

163 

36 

2.84 

102 

10 

64 

95 

62.7 

12 

-0,27 

0.43 

0.92 

14  1 

Leisure  D 

29/22 

186 

12 

3.06 

35 

31 

43 

51 

55.8 

12 

2,13 

2.49 

2  75 

2  9 

Banks  C 

40/32 

187 

17 

5,01 

83 

27 

36 

38 

34.3 

12 

2  72 

2.35 

2  65 

3.0 

Utilities  A 

51/30 

216 

NM 

2  16 

714 

-3 

70 

32 

104.0 

12 

3.25 

0.14 

4.24 

4.5 

Conglomerates 

21/13 

246 

NM 

3,64 

DEF 

-23 

47 

107 

72,6 

12 

0.75 

-0.08 

0,92 

14,1 

Consumer  B 

19/1 1 

281 

22 

0.23 

5 

NA 

17 

85 

NA 

12 

0.63 

0.79 

0,94 

2  1 

Consumer  B 

'  ^Jow  the  bad 

news: 

Kazorian  just  couldn't 

objects— and  foul 

epithets— at  em 

ployees. 

ouster,  Sunbeam  reported  a 

10%  gain  in 

t  it  as  a  peop 

e  manager,  say 

Sunbeam 

Kazarian  denies 

some, 

but  not  all,  of  the 

accu- 

fourth-quarter  1992  sales  and  a  71%  jump  in 

iffers.  The  CEO  was 

fired  by  th 

e  board  in 

sations  leveled  at  him. 

profits.  The  board. 

which  wants  to  find  a  re- 

nuary  after  managers  accused  him  of  being 

Whatever  Kazorion's 

management  style,  it 

placement  by  spring,  needs 

another  CEO  who 

lusive.  Among  the  charges:  throwing 

didn't  hurt  performance.  Weeks 

after  his 

has  all  of  Kazarian's  bite— but  not  his  bark. 

1  45/28 

345 

24 

0,00 

0 

-9 

71 

43 

67,7 

03 

1.13 

1.41d 

1,76 

1,7 

Health  care  B 

1  17/10 

116 

NM 

0,00 

0 

-6 

70 

112 

95,5 

09 

0.33 

-0.38 

0,85 

16,5 

Office  equipment  B 

1  29/15 

164 

26 

2,10 

55 

44 

30 

51 

62  8 

12 

0.45 

1.09 

1,58 

114 

Banks  A 

!  35/20 

73 

12 

3.79 

47 

-2 

73 

55 

80,4 

12 

0  96 

2.14 

0,80 

78,8 

Nonbankfin.  B 

i  49/33 

145 

NA 

0.00 

0 

51 

NA 

30 

2  5 

12 

-0,02 

NA 

NA 

NM 

Manufacturing  D 

84/37 

725 

22 

0.00 

0 

4 

87 

26 

429  8 

03 

1,79 

2.49d 

3  23 

1,9 

Office  equipment  C 

51/41 

151 

18 

3.03 

55 

15 

41 

29 

32  1 

12 

1,92 

2.71 

3,10 

10,6 

Paper  B 

27/16 

211 

22 

2.81 

61 

54 

80 

58 

84,9 

08 

0,75 

1.15 

1.38 

4,3 

Automotive  B 

i  37/25 

203 

13 

2.94 

38 

38 

40 

40 

49  2 

12 

2,21b 

2.71 

3  00 

4,3 

Banks  B 

39/30 

158 

15 

752 

110 

-2 

33 

40 

69,2 

12 

3,27 

2.42 

2  70 

8.5 

Utilities  A 

38/20 

342 

23 

1  40 

32 

77 

57 

38 

58,4 

12 

1,11 

1.64 

1  92 

3.6 

Consumer  B 

40/27 

213 

21 

3  24 

69 

-5 

68 

42 

49,7 

12 

1,75 

1.56 

1.91 

5.2 

Manufacturing  B 

39/27 

130 

16 

2,90 

46 

19 

77 

39 

63  4 

06 

0,50 

2.24 

2.80 

3  6 

Electrical  B 

52/40 

175 

12 

2,57 

31 

-1 

69 

28 

44,4 

12 

4,04 

4.12 

4  87 

3  3 

Banks  D 

67/51 

190 

13 

2,26 

30 

24 

37 

21 

36  1 

12 

4.21b 

4.87 

5.38 

2,4 

Bonks  B 

28/24 

162 

14 

5,77 

78 

15 

34 

51 

48,4 

12 

2.03 

2  02 

2.13 

3,3 

Utilities  A 

i;  49/30 

460 

40 

0,00 

0 

10 

80 

30 

71,3 

06 

0.92 

1.15 

1  47 

2,0 

Leisure  A 

53/38 

246 

23 

0.00 

0 

19 

56 

27 

65.7 

12 

1.97 

2.27 

2.70 

7,4 

Electrical  C 

1  31/24 

565 

30 

0.37 

1 1 

-8 

34 

47 

35.6 

05 

0.79 

l.OOd 

1.21 

17 

Services  E 

11  46/17 

1026 

33 

0.00 

0 

NA 

85 

42 

NA 

02 

0  38 

I.OId 

1.27 

1,6 

Office  equipment  C 

,•  36/15 

760 

22 

1  56 

34 

NA 

14 

38 

NA 

12 

131 

1 ,66 

1.86 

3  2 

Nonbank  fin.  A 

14/8 

268 

14 

0.00 

0 

-1  1 

45 

119 

57,2 

12 

-0.25 

0,81 

1,02 

3.9 

Containers  A 

1  55/34 

251 

17 

0.90 

15 

-24 

49 

34 

35,0 

12 

2  11 

2,39 

2,44 

5  7 

Transportation  C 

1        47/3 1 

260 

17 

3.15 

52 

-12 

78 

36 

73,0 

12 

3.02 

2.31 

3.23 

4.0 

Aerospace 

!  28/9 

535 

NM 

0.00 

0 

30 

41 

61 

1  15,1 

03 

-0.65 

-0.26d 

-0.97 

21.7 

Telecomms.  A 

1  34/30 

200 

14 

6.64 

94 

15 

25 

41 

32,1 

08 

2.63 

2.34 

2.45 

3.7 

Utilities  A 

.  36/23 

345 

18 

2.03 

37 

3 

65 

53 

780 

12 

1.08 

1.42 

1.73 

2.9 

Health  care  D 

.  36/24 

206 

14 

2.51 

35 

44 

38 

37 

65.3 

12 

2  16 

2.60 

2  93 

1.4 

Banks  C 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIL 

YEAR 
AGO 
RANK 

1! 

MONIHS 

SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMll 

CHANGE  1! 
fSOM  MONTHS 
1991  1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQLJlTr 

12 

MONTHS 
1992 
SMIL 

55() 

VALLEY  NATIOKAL 

1346 

781 

1073a 

-5 

34.6 

Q 

3  2 

3.1 

6.6 

6.3 

10781 

557 

MCDERMOTI  INTERNATIONAL 

1 340 

579 

3200 

-9 

44  9 

)  7 

1  4 

1,1 

7.1 

6.4 

3067 

558 

MERCANTILE  STORES 

1 340 

489 

2732y 

12 

86.8 

-24 

3  2 

4,7 

6  3 

7.1 

2050 

55'.l 

SOUTHLAND 

1 333 

796 

7477y 

-7 

-131,4 

NM 

NM 

NM 

NM 

NM 

2198 

560 

BOSTON  EDISON 

1 332 

637 

1412 

4 

107.3 

1 3 

7  6 

7,0 

NA 

10.7 

3297 

5(il 

NATIONAL  HEALTH  LABORATORIES 

1325 

310 

721 

19 

40  6 

-6 1 

5  6 

17.2 

1 1.7 

15.0 

454 

5(i2 

POLAROID 

1318 

495 

2152 

4 

99.0 

-86 

4,6 

33  0 

9.3 

12.2 

2008 

5(i:! 

RUSSELL 

1316 

471 

899 

12 

82,2 

45 

9  1 

7,1 

12  2 

14.4 

965 

51  i4 

EGSG 

1316 

493 

2789 

4 

87  8 

8 

3,1 

3,0 

NA 

19  4 

747 

5(i5 

SENSORMATIC  ELECTRONICS 

1312 

775 

NAa 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

796 

5(>l) 

KOHL'S 

1  309 

NR 

1097 

18 

28.7 

52 

2  6 

2.0 

12.2 

13.8 

445 

5(i7 

OLD  REPUBLIC  INTERNATIONAL 

1 305 

669 

1558o 

16 

174  4 

45 

1  1  2 

8,9 

12.9 

16.3 

4156 

5(i8 

BEMIS 

1 304 

560 

1181 

3 

57.3 

g 

4,9 

4,6 

12.7 

15,9 

743 

5(il) 

SYBASE 

1 303 

NR 

265 

65 

23,7 

206 

9,0 

4,8 

NA 

200 

210 

570 

NATIONAL  SERVICE  INDUSTRIES 

1301 

535 

1667 

4 

75.1 

196 

4.5 

1.6 

10.7 

10.9 

1093 

571 

ATLANTIC  ENERGY 

1298 

604 

817 

1 

104,0 

2 

12.7 

12,6 

8.4 

10.9 

2220 

572 

GIANT  FOOD 

1297 

483 

3512 

3 

69  5 

-32 

2  0 

3,0 

96 

10.9 

1281 

573 

KELLY  SERVICES 

1296 

589 

1723 

20 

39  2 

2 

2.3 

2,7 

10  8 

10.8 

506 

574 

KING  WORLD  PRODUCTIONS 

1291 

617 

474 

-5 

96.8 

3 

20  4 

18,7 

25  1 

25.1 

563 

1288 

606 

1  105 

18 

54.2 

47 

4,9 

3  9 

NA 

19.1 

522 

575 

COMPANY  ^^^^H 

TO  Watch  muhH 

Motorcyle  production  glitches  and  stale  recre- 
ational-vehicle models  were  a  drag  on  Harley 

and  fresher  models  are  rejuvenating  its  Fiolidi 
Rambler  RV  business.  Harley  also  cashed  in  o 

in  T991,  but  CEO  Richard  F.  Teerlink  has  revved 

its  American  cachet  abroad:  Exports  have  dot 

things  up.  A  modernized  motorcycle  plant 

bled  to  $239  million  since  1989. 

boosted  production  20%  by  the  end  of  T992, 

Harley  h 

□s  come  a  long  way.  In  the  early 

571  i 

WENDY'S  INTERNATIONAL 

1285 

551 

1220 

16 

64.7 

25 

5  3 

4  9 

9  7 

12,5 

920 

CONTINENTAL  BANK 

1282 

709 

1765 

-23 

222,0 

NM 

12  6 

NM 

NA 

14  5 

22467 

57K 

PENN  CENTRAL 

1281 

578 

1797 

8 

62.1 

-2 

3,5 

3,8 

NA 

4,4 

3531 

57;  1 

AMSOUTH  BANCORPORATION 

1281 

635 

830 

-8 

102  0 

27 

12  3 

8  9 

14.8 

13  3 

9751 

580 

PROVIDENT  LIFE  &  ACCIDENT 

1281 

611 

2867y 

1 

1  12.6 

3 1 

3.9 

3.0 

7.0 

8.0 

15925 

581 

MNC  FINANCIAL 

791 

1533 

-30 

103  1 

NM 

6.7 

NM 

NM 

7  9 

17317 

582 

DELMARVA  POWER  &  LIGHT 

584 

864 

1 

98  5 

22 

1  1,4 

9  4 

8  2 

12.1 

2375 

5.s:! 

FIRST  VIRGINIA  BANKS 

697 

602 

2 

97  5 

40 

16,2 

1  1  8 

16  9 

16  6 

6841 

584 

ROCHESTER  TELEPHONE 

600 

804 

13 

70,5 

_^ 

8.8 

10,6 

NA 

11,7 

1482 

585 

JOSTENS 

492 

878 

-2 

53  9 

- 1  8 

6  1 

7  3 

13.9 

14,7 

572 

581 ; 

GENERAL  SIGNAL 

585 

1618 

0 

9,2 

-86 

0.6 

4,0 

3.8 

2  5 

1226 

587 

E-SYSTEMS 

574 

2095 

5 

109,0 

Q 

5  2 

5  5 

13.4 

13,3 

1254 

588 

AES 

494 

401 

20 

55,8 

3 1 

13,9 

12  8 

8  3 

33,7 

1552 

5811 

ST.  JOE  PAPER 

539 

592 

2 

15,6 

4  J 

2,6 

4,7 

2  3 

1,9 

1387 

590 

MULTIMEDIA 

623 

577 

10 

60.5 

25 

10  5 

9.2 

27.9 

NM 

628 

5111 

SAFETY-KLEEN 

488 

795 

14 

45  3 

_  ]  2 

5  7 

7,4 

6  8 

90 

1002 

5;  12 

YORK  INTERNATIONAL 

668 

1939 

17 

69  3 

433 

3.6 

08 

13  4 

15,2 

1 164 

5;i:! 

LG&E  ENERGY 

629 

835 

17 

82  8 

9  9 

12  9 

7  7 

1 1,0 

2140 

5!1-1 

STRYKER 

402 

477 

31 

47  7 

44 

10.0 

9  1 

22  0 

22.1 

340 

SUNAMERICA 

906 

840y 

3 

84  9 

81 

10,1 

5.8 

8  5 

13.8 

13626 

5!)(; 

THOMAS  &  BETTS 

590 

1051 

86 

50,9 

5 

4,8 

8  6 

NA 

1 1.0 

1 117 

5117 

EL  PASO  NATURAL  GAS 

NR 

803 

9 

76  3 

-14 

9  5 

12  0 

9  1 

1  1  4 

2051 

598 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

722 

741y 

22 

63,8 

40 

8  6 

7,5 

10,4 

14,2 

1249 

5'.Ui 

PERKIN-ELMER 

563 

960 

10 

63  6 

NM 

6,6 

0,0 

22,4 

20,4 

314 

600 

CHARLES  SCHWAB 

518 

909y 

14 

812 

64 

8,9 

6  2 

24.0 

34.4 

5900 
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i  I  ION 

DIVIDENDS 

J  n  A  K  C  ) 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONIH 
HIGH/ 

low 

5 

PRICE 
AS1.0F 
!00K 
VALUE 

n 

YIEID  PAYOUT 

lOIAl 
REIUHN 

INSII- 
:  lUIIONS 
HOIDING 

5H«S 

out 

TURN. 
OVER 

fY 

1991 
ACIUAl 

s 

1992 
ACIUAl 
S 

ANALYSIS' ESIIMAIES 
1993  VARI 
ESI  AIION 
S 

64/33 

217 

34 

0.00 

0 

82 

54 

22 

236.2 

12 

1.72 

1.80 

4.78 

8.0 

Banks  D 

£0/10 

1 92 

24 

3  86 

93 

24 

79 

52 

88  8 

03 

1  75 

1  07d 

1.40 

22  1 

Services  A 

41  /29 

1  no 

1 5 

2.80 

43 

-12 

38 

37 

30  4 

01 

3.10 

2.36 

2.90 

5  9 

Retailing 

A/  1 

NEG 

NM 

0.00 

0 

59 

NA 

410 

34.9 

12 

-0  22 

-0.32 

NA 

NM 

Food  C 

30/22 

157 

14 

5.71 

81 

38 

28 

45 

56.9 

12 

1.96 

2.10 

2.19 

1.8 

Utilities  A 

26/13 

491 

35 

2  15 

74 

-41 

76 

89 

107  4 

12 

1,05 

0.43 

1.46 

4  1 

tHealth  care  C 

35/24 

1 63 

1 4 

2  12 

29 

-3 

77 

47 

102.5 

12 

12,54 

2  06 

2  28 

9  2 

Leisure  D 

10  /OQ 
J  T/  ZO 

23 1 

1 6 

112 

18 

-8 

47 

4 1 

38. 1 

12 

1  38 

1.99 

2,32 

3.4 

Consumer  A 

27/1 8 

291 

1 5 

2  21 

33 

-8 

68 

56 

52.0 

12 

1  46 

1  56 

1  68 

4  8 

Services  A 

36/23 

282 

32 

0.84 

27 

23 

81 

37 

81.1 

06 

110 

1.1  Od 

1,40 

1.4 

Electrical  B 

38/13 

63 1 

41 

0.00 

0 

NA 

24 

37 

NA 

01 

0.56 

0.88 

1.32 

1.5 

Retailing 

27/19 

1 27 

9 

1.55 

14 

30 

68 

51 

42.4 

12 

2  36b 

2.95 

2.47 

3.2 

Nonbank  fin.  B 

361 

23 

1  96 

45 

1 6 

43 

5 1 

26.6 

1 2 

1.03 

111 

1.31 

8.4 

Containers  B 

62/2 1 

1101 

60 

0.00 

0 

1  1 6 

65 

22 

420.1 

1 2 

0.38 

0,96 

1.44 

4.9 

Office  equipment  C 

28/23 

1 89 

1 8 

3.96 

69 

10 

55 

50 

30.4 

08 

0.65 

1.50 

1.65 

1.2 

Electricol  A 

25/20 

1 64 

1 5 

6.11 

91 

28 

23 

52 

45,4 

12 

1,75 

1,67 

1  75 

5.7 

Utilities  A 

25/17 

204 

18 

3.13 

57 

-13 

37 

60 

32.9 

02 

1,47 

l,20d 

1.44 

11,8 

Food  C 

46/28 

356 

33 

1.77 

58 

19 

37 

30 

37,1 

12 

1  28 

1.30 

1  66 

2.4 

Services  E 

36/22 

335 

14 

0.00 

0 

23 

60 

38 

63.0 

08 

2.38 

2.43 

2.60 

1,2 

Leisure  B 

39/23 

454 

23 

0.00 

0 

26 

67 

38 

152,1 

12 

1.04 

1.51 

1  94 

5  2 

Leisure  D 

80s,  poor  quality  d 

rove  away 

bikers.  Win 

Group, 

a  glossy  magazine,  and 

a  clothing  line. 

out  until 

summer.  Teerlink' 

s  biggest  problem 

ig  temporary  protection  against  import  com- 

Now,  Harley  has  too  many  customers  and 

now  is  figuring  out  when  sales  for  his  motorcy- 

tition, Harley 

wooed  bikers  back  by  build- 

not  enough  hogs. 

The  company's  1993  mod- 

cles  will  peak.  But 

with  international  demand 

)  top-notch  machines  and  going  full-throttle 

els  are  already  sold  out,  and  there's  a  waiting 

booming,  he's  not  too  worried  about  whaf  s 

ih  promotions,  such 

as  the  Harley  Owners 

list  for  next  year' 

>  models,  which  aren 

t  due 

coming 

around  the  next  bend. 

14/10 

249 

20 

1  85 

38 

5 

51 

99 

82,1 

12 

0.52 

0.64 

0,74 

2  7 

Leisure  A 

25/15 

99 

7 

2.53 

17 

52 

51 

54 

1 14,5 

12 

-2.03 

3.44 

3.15 

16.5 

Banks  B 

29/18 

91 

21 

3,04 

64 

1  1 

81 

46 

38.2 

12 

1.30 

1.32 

1  57 

3.8 

Conglomerates 

33/24 

167 

13 

3.64 

46 

24 

47 

40 

32  3 

12 

2  17 

2.55 

2.88 

2.1 

Banks  C 

32/20 

91 

1 1 

3.67 

42 

34 

46 

45 

17.6 

12 

2.53 

2.49 

3.12 

6.4 

Nonbank  fin.  B 

14/7 

104 

14 

0.00 

0 

64 

31 

89 

104.8 

12 

-0.89 

1.00 

0.66 

27.3 

Banks  A 

24/20 

171 

14 

6.55 

91 

21 

22 

54 

33.2 

12 

1,44 

1  69 

1.67 

4  2 

Utilities  A 

1  40/25 

216 

13 

2.63 

34 

57 

33 

32 

25,3 

12 

2,17 

3,02 

3.27 

4.3 

Banks  C 

39/29 

214 

18 

4.14 

76 

21 

28 

33 

25.6 

12 

2,36 

2  08 

2.29 

2  2 

Telecomms.  B 

1  36/24 

347 

19 

3.14 

59 

-19 

67 

45 

64.9 

06 

1  58 

1.50 

1.47 

4.8 

Manufacturing  A 

67/54 

348 

NM 

2.80 

383 

19 

76 

20 

69,0 

12 

3.32 

0.47 

4  25 

3.3 

Monufacturing  C 

'  45/32 

155 

12 

2.60 

30 

9 

56 

33 

68.2 

12 

3.35 

3.31 

3.67 

4,6 

Electrical  B 

'  38/17 

764 

23 

0.00 

0 

-9 

18 

44 

76.9 

12 

1.02 

1.24 

1.94 

2.6 

Utilities  A 

42/34 

152 

81 

048 

39 

7 

91 

31 

7.2 

12 

0.90 

0.51 

NA 

NM 

Containers  B 

I  35/24 

NEG 

21 

0.00 

0 

21 

74 

37 

67.4 

12 

1.30 

1.61 

1  96 

2.6 

Publishing/TV  A 

!  32/20 

250 

28 

1.55 

44 

-12 

56 

58 

58.7 

12 

0.90 

0.78 

1.1  1 

90 

Services  E 

1  36/29 

276 

18 

0.12 

2 

9 

82 

37 

1  16.9 

12 

0  56 

1.90 

2  21 

2  3 

Housing  A 

'  39/29 

183 

17 

5.17 

86 

34 

24 

32 

31,2 

12 

2  57 

2  34 

2  53 

2.8 

Utilities  A 

5  43/25 

582 

26 

0.23 

6 

-37 

69 

48 

137.4 

12 

0.70 

1.00 

1.25 

3.2 

Health  care  D 

3  40/15 

249 

21 

0.74 

16 

120 

50 

33 

70.4 

09 

1  32 

1  80 

2.94 

3.4 

Nonbank  fin.  A 

'  71/55 

270 

25 

3.36 

82 

21 

74 

19 

44.3 

12 

2.84 

2  72 

3.98 

3.3 

Electrical  A 

1  36/20 

186 

16 

2  99 

47 

NA 

71 

37 

88.0 

12 

2.82 

2.12 

2.30 

2  6 

Utilities  B 

D  63/33 

278 

21 

1.00 

21 

66 

56 

21 

51.1 

12 

2.16 

2  87 

3.30 

3,9 

Transportation  B 

7  40/27 

399 

21 

1.84 

40 

10 

82 

34 

78.3 

07 

-0.08 

1  72 

2.00 

60 

Electrical  C 

3  38/17 

527 

16 

0.73 

12 

-2 

39 

38 

127.1 

12 

1.27 

2  08 

2.01 

16.9 

Nonbank  fin.  A 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$Mll. 

YEAR 
AGO 
RANK 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMll 

CHANGE  12 
FROM  MONTHS 
1991  1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

X 

12  ' 
MONTHS 
1992 
SMll, 

601 

ARMSTRONG  WORLD  INDUSTRIES 

1239 

548 

2550 

5 

-61.6 

NM 

NM 

2.5 

NM 

-13.8 

2014 

002 

COITEC  INDUSTRIES 

1231 

NR 

1369 

0 

64,7 

NM 

4.7 

0.2 

NA 

NM 

818 

Ho;j 

OMNICOM  GROUP 

1227 

625 

1385 

12 

65  5 

1 5 

4.7 

4.6 

14.0 

18.6 

1885 

(iO.l 

COMPUTER  SCIENCES 

1225 

549 

2474 

27 

75.7 

1 6 

3  1 

3  4 

9.4 

1  1.4 

1385 

(iOS 

FLEMING 

1225 

561 

12931 

0 

1  14.5 

58 

0.9 

0.6 

7  9 

10.9 

3116 

CENTRAL  FIDELITY  BANKS 

1220 

716 

696 

9 

78.5 

30 

1 1 .3 

9.5 

17.0 

13.4 

8712 

(iOT 

CARTER-WALLACE 

1219 

446 

657 

-1 

47.8 

5 

7.3 

6.8 

11.1 

11.1 

583 

HOX 

UNION  BANK 

1216 

823 

1386 

-15 

102  6 

1 0 

7  4 

5  7 

NA 

9.6 

16844 

(iOil 

HARTFORD  STEAM  BOILER  INSPECTION 

1213 

633 

682 

8 

56  3 

-24 

8.3 

1  1.7 

13  4 

15.1 

888 

610 

PSI  RESOURCES 

1210 

671 

1081 

-4 

103.4 

253 

9.6 

2.6 

7.6 

14.9 

2335 

611 

U.S.  CELLULAR 

1204 

569 

164 

65 

6.2 

NM 

o.o 

NM 

3.4 

1.4 

856 

612 

NATIONAL  SEMICONDUCTOR 

1202 

570 

1858 

12 

99  2 

J  .J 

NM 

12.5 

11.6 

1320 

6l:j 

MANOR  CARE 

1191 

646 

964 

1 1 

77.1 

1 07 

8.0 

4  3 

14.2 

22.8 

1 154 

614 

TRANSATLANTIC  HOLDINGS 

1189 

700 

619 

-1 

71  7 

2 

1  1 .6 

1  1  3 

13.3 

12.7 

2432 

615 

NEW  PLAN  REALTY  TRUST 

1188 

652 

67a 

13 

48.5 

1  4 

72.3 

72.0 

9  6 

9.6 

529 

616 

OHIO  CASUALTY 

1188 

638 

1812 

6 

97.1 

-1 0 

5.4 

6.3 

10.3 

11.8 

3761 

617 

PETRIE  STORES 

1187 

593 

1398a 

4 

10.8 

35 

0.8 

0.6 

2.3 

1.7 

926 

61K 

DSC  COMMUNICATIONS 

1186 

NR 

536 

16 

1  16 

N  M 

2  2 

NM 

7.9 

5.7 

548 

619 

MANPOWER 

1184 

NR 

3187 

14 

-39.7 

NM 

NM 

NM 

NA 

-18  9 

922 

620 

TRITON  ENERGY 

1184 

516 

265 

21 

-96.6 

NM 

NM 

NM 

NM 

-29.2 

676 

621 

ALLEGHENY  LUDLUM 

1183 

575 

1036 

3 

46.9 

1  4 

4.5 

4.1 

9,7 

18.2 

871 

622 

ALLMERICA  PROPERTY  &  CASUALTY 

1179 

729 

1861a 

3 

123.4 

1  5 1 

6.6 

2.7 

NA 

14.3 

3855 

62:! 

ELECTRONIC  ARTS 

1178 

NR 

257 

68 

270 

77 

1 0.5 

10  0 

27,3 

28  7 

160 

Ii21 

FLEET  MORTGAGE  GROUP 

1177 

NR 

559a 

NA 

102  2 

N  A 

1  8  3 

NA 

NA 

25.3 

2647 

625 

COLUMBIA  GAS  SYSTEM 

1176 

639 

2922 

13 

90  9 

NM 

3. 1 

NM 

1  1.2 

9.2 

6206 

6l:6 

AVNET 

1170 

655 

1991 

18 

60.2 

1  7 

3.0 

3.0 

7.1 

7.1 

1200 

627 

CINCINNATI  BELL 

1169 

562 

1  136 

4 

38.9 

—9 

3.4 

3  9 

7.2 

5.9 

1633 

62« 

MAXUS  ENERGY 

1169 

727 

718 

-9 

74  2 

NM 

1 0.3 

NM 

10.0 

102  2 

1806 

629 

WELLFIEET  COMMUNICATIONS 

1168 

986 

123 

112 

18.0 

1  82 

1  4  6 

110 

19.7 

19.7 

113 

630 

A.  G.  EDWARDS 

1168 

567 

1038y 

22 

1 13.9 

24 

1  1.0 

10  8 

19.8 

19.6 

1727 

6:)1 

B.  F.  GOODRICH 

1166 

542 

2526 

2 

-9.4 

NM 

NM 

NM 

NM 

-1.7 

2452 

(i:i2 

EOUITABLE  RESOURCES 

1165 

735 

812 

19 

60.0 

-7 

7.4 

9  4 

9  8 

10.5 

1400 

6;i;j 

UNITED  INVESTORS  MANAGEMENT 

1165 

674 

334y 

17 

74.7 

12 

22.4 

23.3 

14.5 

15.6 

1536 

i;:i4 

ECOLAB 

1165 

598 

1005 

9 

64  3 

15 

6.4 

6.1 

15  3 

17  8 

830 

635 

FIRST  TENNESSEE  NATIONAL 

1164 

762 

824 

-1 

89.2 

22 

10.8 

8.8 

19.4 

18.2 

8926 

1161 

421 

15152 

0 

98  4 

25 

0.7 

0.5 

NA 

37  9 

5226 

636 

COMPANY  ^Plll^l 

TO  wmYL^mjjjjj^M 

The  big  supermarket  chain  is  under  new  man- 
agement, and  more  cost<utting  seems  in- 
evitable. Former  CEO  Peter  A.  Magowan  is  leav- 
ing to  run  the  San  Francisco  Giants  baseball 
franchise,  although  he  is  remaining  as  Safe- 

way's  chairman.  His  successor,  Steven  A.  Burt 
Safeway's  president  since  last  year,  is  an  old 
hand  at  paring  the  supermarket  chain  down. 
Burd  has  long  been  a  key  consultant  to 
Kohlberg  Kravis  Roberts,  the  big  buyout  firm 

6:!7 

OUESTAR 

1154 

756 

605 

-4 

70  5 

12 

1  1.7 

10.0 

10.5 

13.5 

1324 

6:!x 

THERMO  INSTRUMENT  SYSTEMS 

1153 

838 

423 

25 

33,1 

33 

7  8 

7  3 

8  7 

12.3 

719 

6:!H 

AMERICAN  POWER  CONVERSION 

1153 

786 

157 

68 

27.8 

78 

17.6 

16  6 

36.7 

36.6 

98 

640 

LOUISIANA  LAND  &  EXPLORATION 

1144 

723 

787y 

-5 

-1,2 

NM 

NM 

2  5 

NM 

-0.3 

1229 

641 

ENSERCH 

1144 

733 

2825 

0 

-12  6 

NM 

NM 

0.7 

3.3 

-4.0 

3094 

(i42 

WITCO 

1142 

613 

1729 

6 

53  9 

-27 

3  1 

4  5 

7  7 

8.3 

1812 

643 

CML  GROUP 

1137 

850 

581 

45 

48.9 

64 

8.4 

7  4 

30.2 

36.2 

337 

644 

DEAN  FOODS 

1131 

609 

2322 

7 

61.8 

-15 

2.7 

3  4 

1  1.6 

13.6 

937 

(i45 

FAMILY  DOLLAR  STORES 

1131 

603 

1 199 

17 

57.9 

31 

4.8 

4.3 

20.4 

20.4 

500 
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ilMION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

I  IJMONIH 

PRICE 

INSTI- 

ANALYSTS' ESTIMATES 

HIGH/ 

AS  %  OF 

lOIAl 

TUTIONS 

SHRS 

TURN- 

1992 

1993 

VA«|. 

low 

BOOK 

PE 

VIEID  PAYOUT 

RETURN 

HOIDING 

OUT 

OVER 

ACTUAL 

ACTUAL 

EST 

ATION 

s 

VALUE 

lAIlO 

% 

MIL 

FY 

S 

S 

S 

38/25 

227 

NM 

3.60 

DEF 

7 

77 

37 

72.4 

12 

1.11 

-2.03 

2.04 

9.8 

Consumer  8 

22/14 

NEG 

16 

0  00 

Q 

NA 

58 

70 

52  2 

12 

3.33 

1,11 

1.35 

3  7 

Conglomerates 

44/32 

349 

19 

2  88 

54 

18 

81 

29 

69.4 

12 

2.08 

2.31 

2.69 

4.5 

Services  D 

81/57 

184 

16 

0  00 

Q 

-9 

82 

17 

88.1 

03 

4.12 

4.69d 

5  32 

2.4 

Office  equipment  C 

35/27 

117 

10 

38 

11 

84 

37 

77.8 

12 

2.06 

3.20 

3.37 

2.7 

Food  A 

32/22 

209 

14 

2  60 

37 

33 

33 

38 

36  5 

12 

1.87 

2  25 

2.65 

1.9 

Banks  C 

41/23 

284 

23 

1  25 

28 

-22 

35 

46 

58  2 

03 

1.00 

1.17d 

1.76 

4.5 

Health  care  B 

38/19 

126 

13 

3  73 

49 

64 

79 

32 

9.6 

12 

2.64 

2.87 

3.13 

3.8 

Banks  D 

59/45 

324 

22 

3  62 

78 

30 

49 

21 

23.9 

12 

3.53 

2.71 

2.85 

6.0 

Nonbankfin.  B 

22/16 

187 

13 

5  1 2 

64 

36 

57 

55 

89  3 

12 

0.35 

1.75 

1.76 

7.4 

Utilities  A 

24/18 

279 

NM 

0  00 

0 

-7 

12 

53 

6.7 

12 

-0.63 

0.11 

-0.41 

34.1 

Telecomms.  A 

14/8 

159 

14 

0  00 

Q 

5 

65 

107 

154.9 

05 

-1.24 

0.79d 

1.06 

17.0 

Electrical  D 

27/15 

352 

19 

0  42 

3 

25 

56 

57 

56.4 

05 

1.16 

l.lOd 

1.32 

4.5 

Health  care  C 

57/29 

211 

17 

0  54 

9 

43 

46 

23 

34.8 

12 

3.09 

3  13 

3.60 

6  9 

Nonbank  fin.  B 

26/20 

236 

23 

5  1 8 

1 1 8 

7 

15 

49 

26.4 

07 

1.05 

1.08 

1.17 

5.1 

Housing  B 

69/49 

144 

12 

4  30 

53 

23 

52 

18 

53.1 

12 

6.02 

5.40 

4.96 

8  1 

Nonbank  fin.  B 

27/20 

185 

67 

0  79 

53 

13 

21 

47 

36.6 

01 

0.34 

0.38d 

0.57 

15.8 

Retailing 

29/4 

585 

NM 

0.00 

0 

354 

49 

44 

398.7 

12 

-2  62 

0.26 

0.99 

7.1 

Telecomms.  A 

18/13 

566 

NM 

0.00 

0 

4 

77 

73 

41.2 

12 

-0.73 

-0.54 

0.72 

18.1 

Services  E 

43/26 

358 

NM 

0  00 

Q 

-13 

52 

35 

253.8 

05 

-3  26 

-028d 

-0.13 

246  2 

Fuel  B 

40/30 

461 

25 

2.44 

62 

1 1 

43 

33 

31.9 

12 

1.25 

1.42 

2.02 

19.3 

Metals  B 

60/35 

126 

9 

0  78 

7 

49 

80 

21 

31.2 

12 

2  36 

6  48 

5  89 

9  8 

Nonbank  fin.  B 

27/9 

1253 

42 

0.00 

0 

112 

81 

46 

400.9 

03 

0.37 

0.61d 

0  79 

5.1 

Office  equipment  C 

25/18 

273 

1 1 

2.53 

29 

NA 

1 1 

50 

NA 

12 

NR 

2.10d 

2.41 

1.7 

Nonbank  fin.  A 

24/14 

119 

13 

0  00 

Q 

28 

60 

51 

68.1 

12 

-15.72 

1.79 

2.41 

10.0 

Utilities  B 

37/24 

138 

23 

1 .83 

42 

26 

88 

36 

92  2 

06 

1.72 

1  42 

2  00 

4.5 

Services  B 

f  ( 

20/15 

200 

34 

4  24 

1 43 

6 

26 

62 

20.8 

12 

0.63 

0.56 

1.01 

4.0 

Telecomms.  B 

1  1 

9/5 

3675 

32 

0  00 

0 

16 

55 

134 

109.6 

12 

-052 

0.27 

-0.20 

125  0 

Fuel  B 

) » 

46/12 

1280 

NM 

0  00 

Q 

118 

89 

30 

691.6 

06 

0.10 

0.38 

0.80 

3  8 

Office  equipment  C 

!  i 

28/17 

201 

10 

2.05 

21 

-3 

40 

46 

64.4 

02 

2.35 

2.44d 

2.72 

8.5 

Nonbank  fin.  A 

1 

58/39 

109 

NM 

4.84 

DEF 

0 

76 

26 

128.7 

12 

-3.50 

-0.69 

1.83 

22.4 

Chemicals 

1  r 

37/23 

203 

19 

2.91 

56 

43 

55 

31 

33.2 

12 

2.05 

1.92 

2  29 

6  6 

Utilities  B 

:> 

30/20 

243 

15 

1.00 

15 

30 

NA 

39 

5.7 

12 

1.76 

1.95 

2.16 

2.8 

Nonbankfin.  A 

r 

40/3 1 

323 

1 8 

2  05 

37 

43 

5 1 

3 1 

31.7 

1 2 

1.91 

2.05 

2.43 

13.6 

Consumer  D 

1 

44/30 

238 

13 

3.48 

45 

33 

40 

28 

86.8 

12 

2.69 

3.19 

4.13 

2.7 

Banks  C 

! 

19/10 

447 

14 

0.00 

0 

-40 

16 

99 

42.2 

12 

0.69 

0.83 

1.15 

5.2 

Food  C 

'  at  took  control  of  Safeway  during  1986. 

nonunion  warehouse  clubs,  such  as  Costco, 

Burd  r 

eeds  to 

convince 

shoppers  that  Safe- 

Wringing  out  more  costs  will  be  a  real  trick, 

are  stealing  away  its  customers.  A  major  force 

way  has  better  selection  and  service  that  are 

Dwever,  since 

the  company  has  been  trim- 

in  the  mid-Atlantic 

and  West,  Safeway  has 

worth  paying  a 

premium 

over  warehouse-club 

ing  employees  and  assets  for  several  years. 

been  penalized  by  its  huge  presence  in  reces- 

prices. If  s  a  tall  order,  but  one  Burd  can't 

jt  unionized  Safeway  has  little  choice:  Mostly 

sion-plagued  California. 

afford  not  to  ring  up. 

;> 

30/19 

221 

16 

3.66 

59 

57 

68 

40 

46.4 

12 

1.63 

1.79 

1.85 

4.9 

Utilities  B 

D 

43/21 

429 

35 

0.00 

0 

80 

12 

29 

25  8 

12 

0.92 

1.15 

1,40 

2,9 

Electrical  C 

29/10 

1517 

43 

0.00 

0 

35 

51 

44 

314.9 

12 

0.35 

0.61 

0.81 

9.9 

Electrical  A 

3 

41/27 

279 

NM 

2.48 

DEF 

41 

73 

28 

44.2 

12 

0.74 

-0.04 

1.1 1 

19.8 

Fuel  B 

? 

18/12 

177 

NM 

1.15 

DEF 

49 

69 

66 

56.5 

12 

0.07 

-0.39 

0.72 

22.2 

Utilities  B 

1 

52/41 

177 

22 

3.58 

77 

1  1 

69 

22 

65.4 

12 

3  21 

2  38 

3.60 

6.1 

Chemicals 

36/18 

841 

31 

0.24 

7 

56 

76 

33 

165.6 

07 

0.76 

1.10 

1.51 

4.6 

Retailing 

v9 

30/23 

249 

15 

2.10 

32 

14 

33 

40 

34.5 

05 

1.53 

1.88d 

2.15 

3.7 

Food  B 

I'O  25/13 

399 

20 

1.29 

26 

10 

55 

56 

86.5 

08 

0.73 

1.00 

1.17 

2.6 

Retailing 

(NOTES  TO  TABLES  APPEAR  ON  PAGES  162,  163 
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COMPANV 

MARKET 

VALUE 

SALES 

:  PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIL 

YEAR 

AGO  : 
RANK 

12 

MONTHS 
1^2 
SMIt 

CHANGE 
FROM 
1991 

% 

12 

MONTHS 
1992 
SMIL 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAFITAt 

ON 
COMMON 
EOUIIY 

12  1 
MONTHS 
1992 
SMIL 

646 

SYNOVUS  FINANCIAL 

1131 

886  : 

595 

4 

61.2 

26 

10.3 

8.5 

13,3 

14,7 

5184 

647 

USF&G 

1130 

738 

3660 

-12 

35  0 

NM 

1.0 

NM 

4.3 

-16 

13134 

648 

KU  ENERGY 

1130 

658  : 

576 

-2 

76.7 

-8 

13.3 

14.2 

9,7 

12.7 

1 169 

649 

UTILICORP  UNITED 

1129 

628 

1299 

21 

52  9 

-32 

4.1 

7  2 

7,1 

7.2 

2553 

650 

TIDEWATER 

1128 

NR  ; 

534 

-2 

8.2 

-85 

1.5 

10.1 

3,5 

1,5 

819 

651 

APACHE 

1126 

872 

454y 

27 

47.8 

38 

10.5 

9.7 

8.6 

102 

1219 

652 

DEAN  WITTER,  DISCOVER 

1125 

NR 

5216 

7 

439.1 

27 

8.4 

7.1 

NA 

NA 

23822 

65.3 

TELEDYNE 

1122 

481 

2888 

-10 

45.9 

NM 

1.6 

NM 

8  5 

10.4 

1536 

654 

BROOKLYN  UNION  OAS 

1120 

707 

1 115 

12 

63.5 

-3 

5.7 

6.6 

6.8 

9.4 

1862 

655 

CROMPTON  &  KNOWLES 

1120 

647 

518 

15 

43,3 

20 

8.4 

8.0 

19.5 

25.6 

362 

656 

PEOPLES  ENERGY 

1118 

665  ; 

1 127 

1 

71.8 

0 

6.4 

6.4 

9.0 

11.2 

1783 

657 

STONE  CONTAINER 

1118 

381 

5521 

3 

-170.5 

NM 

NM 

NM 

NM 

-13.8 

6682 

658 

DELL  COMPUTER 

1115 

684 

2014 

126 

101.6 

100 

5.0 

5  7 

23.2 

25.1 

830 

659 

CIPSCO 

1113 

664 

740 

2 

77.0 

-1 

10,4 

10.7 

8  6 

118 

1733 

660 

ALEXANDER  &  BALDWIN 

1112 

527 

731 

1 

60.5 

-32 

8.3 

12.3 

NA 

10.8 

1686 

lilt 

501 

900 

9 

80,4 

86 

8,9 

5.2 

16.5 

19.6 

763 

661 

^^^^^^  LOTUS 

■SIv/ffliF  DEVELOPMENT 

iiiif 

Living  in  a  gianf  s  shadow  is  no  fun.  Introduced 
a  decade  ago,  Lotus  Development's  megabit 
T  -2-3  spreadsheet  forever  changed  the  way 
businesses  keep  the  books.  But  as  Microsoft's 
Windows  operating  system  grew  in  popularity 

Lotus  was  caught  short.  It  didn't  have  a  viable 
Windows<ompatible  spreadsheet  program  until 
this  year. 

But  this  may  be  Lotus'  year  to  make  some 
headway  against  old  rival  Microsoft.  A  com- 

662 

SERVICE  MERCHANDISE 

1111 

676 

3713 

9 

84.5 

1 1 

2  3 

2.2 

17.2 

82,7 

1942 

663 

VONS 

1110 

554 

5596 

5 

82.1 

24 

1,5 

1.2 

9.5 

16  6 

2066 

6(54 

HEALTHTRUST 

1108 

466  : 

2299 

9 

104.5 

333 

4.5 

1.1 

10.6 

17,8 

2398 

665 

WEIS  MARKETS 

1101 

558  : 

1289 

0 

71.7 

-1 1 

5.6 

6.2 

10.7 

10.7 

762 

666 

ILLINOIS  CENTRAL 

1101 

612 

547 

0 

72  5 

1 1 

13.2 

11.9 

14.3 

21.4 

1207 

667 

WILMINGTON  TRUST 

1100 

670 

426 

-9 

78  8 

8 

18.5 

15  6 

24.3 

17.0 

4285 

668 

STEWART  &  STEVENSON  SERVICES 

1093 

696 

776a 

16 

41.4 

29 

5.3 

4.8 

12.4 

13.7 

538 

669 

SEAGATE  TECHNOLOGY 

1092 

607 

3079 

15 

222.9 

NM 

7.2 

NM 

19.6 

23.2 

1915 

670 

AUTODESK 

1089 

793 

353y 

29 

43.9 

-24 

12,4 

21.1 

15.4 

15,4 

358 

671 

HARSCO 

1088 

660 

1625 

-16 

91  5 

20 

5.6 

3.9 

16.7 

18.3 

991 

672 

STAR  BANC 

1085 

695 

642 

-3 

76.1 

16 

1 1.9 

10.0 

13.8 

12.8 

7715 

673 

FEDERAL  PAPER  BOARD 

1085 

543 

1461 

2 

82  6 

0 

5,7 

5,7 

6.7 

NA 

2545 

674 

INFORMIX 

1076 

NR  : 

284 

58 

54.7 

349 

19.3 

6.8 

NA 

58.3 

231 

675 

GRUMMAN 

1073 

844 

3504y 

-12 

1 19.9 

26 

3.4 

2.4 

115 

1 1.6 

2089 

676 

FIRST  SECURITY 

1072 

744 

680 

"4 

86.6 

45 

12.7 

8.4 

14.7 

13.9 

7608 

677 

NATIONAL  FUEL  GAS 

1069 

724 

942 

8 

59  3 

8 

6-3 

6  3 

8  7 

9.4 

1803 

678 

FOSTER  WHEELER 

1069 

614 

2495 

25 

45.5 

5 

1.8 

2  2 

NA 

8.3 

1763 

679 

SPIEGEL 

1066 

768 

2219 

12 

39  1 

131 

1,8 

0,9 

6.7 

8  9 

1662 

680 

MINNESOTA  POWER 

1064 

663 

489 

1 

68.5 

-9 

14.0 

15.6 

9.7 

13.2 

1679 

6«1 

IDAHO  POWER 

1063 

673 

498 

3 

60.0 

4 

12.0 

120 

70 

8  7 

1862 

682 

PAINEWEBBER  GROUP 

1062 

650 

3364y 

6 

213.2 

41 

6.3 

4.8 

34.0 

22  6 

26509 

6X3 

SMITH'S  FOOD  &  DRUG  CENTERS 

1060 

541 

2650 

20 

53.7 

19 

2.0 

2,0 

6  8 

10.6 

1479 

684 

COMMUNICATIONS  SATELLITE 

1059 

714 

564 

8 

42.9 

-40 

7.6 

13.7 

6.5 

6.9 

1543 

685 

CLAYTON  HOMES 

1051 

858 

415 

22 

45.8 

38 

1 1.0 

9.7 

9.8 

14.5 

560 

686 

ALEXANDER  8  ALEXANDER  SERVICES 

1048 

686  ; 

1350 

-1 

54.9 

NM 

4.1 

NM 

13  1 

14.4 

2717 

687 

MERCANTILE  BANCORPORATION 

1039 

789 

816 

5 

85  0 

28 

10,4 

8,6 

NA 

12.7 

9476 

688 

PAGING  NETWORK 

1039 

836 

258 

55 

-6.8 

NM 

NM 

NM 

NM 

NM 

272 

689 

DR  PEPPER/SEVEN-UP 

1037 

NR 

659 

10 

-8.4 

NM 

NM 

NM 

NM 

NM 

810 

690 

LEUCADIA  NATIONAL 

1035 

885 

1606a 

92 

153.6 

487 

9.6 

3.1 

20,9 

35.0 

4532 

AlPHABETICAl  INDEX  OF  COMPANIES  BEGINS  ON  PAG 
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UlTION 


DIVIDENDS 


SHARES 


EARNINGS  PER  SHARE 


INDUSTRV  GROU{> 


fl  12.M0NIH 
t  HIGH/ 
E  low 
S 

P«IC£ 
AS%OF 
BOOK 
VAIUS 

PE 

su\o 

YIEIO 
X 

PAYOUT 

lOUl 
REIUDN 

INSII. 
lUIIONS 
HOIOING 

% 

SHRS. 
OUT 
Mil 

TUIN. 
OVER 

FV 

1991 
ACIUAl 
S 

1992 
ACTUAl 
S 

ANAIYSIS' ESTIMATES 
1993  VARI. 
ESI  ATION 

s 

i  28/17 

272 

18 

1.88 

35 

47 

9 

44 

10.9 

12 

1.12 

1.38 

1.64 

1.2 

Banks  C 

1  15/8 

138 

NM 

1  50 

DEF 

49 

29 

85 

103.7 

12 

-2.15 

-0.16 

0  26 

65.4 

Nonbankfin.  B 

j.  30/24 

193 

15 

5.36 

82 

27 

19 

38 

28.9 

12 

2.13 

1.96 

2.08 

5.3 

Utilities  A 

1  29/22 

175 

21 

5.71 

121 

2 

13 

40 

49,7 

12 

2.37 

1,32 

2.07 

6  8 

Utilities  A 

22/12 

204 

30 

1.40 

42 

64 

:  45 

53 

48.6 

03 

0.50 

0.71d 

1.08 

13.0 

Fuel  C 

;  25/12 

241 

24 

117 

27 

99 

66 

47 

128  0 

12 

0,76 

1  02 

095 

13.7 

Fuel  B 

1  33/31 

NA 

13 

NA 

NA 

NA 

NA 

34 

NA 

12 

NA 

2,65 

NA 

NM 

Nonbank  fin.  A 

1  29/17 

254 

24 

3.95 

96 

-16 

38 

55 

47  9 

12 

-0.46 

0,83 

1,85 

8,6 

Conglomerates 

1  38/28 

169 

19 

5.16 

98 

31 

26 

29 

23.0 

09 

2.18 

2  02 

2.51 

2,4 

Utilities  B 

1  25/16 

664 

26 

1.39 

37 

1 1 

61 

49 

39.1 

12 

0.73 

0.87 

1,05 

1,0 

Chemicals 

33/24 

177 

16 

5.48 

85 

31 

;  36 

35 

28.3 

09 

2.05 

2.06 

2.28 

4.4 

Utilities  B 

31/13 

87 

NM 

000 

0 

-41 

59 

71 

137,5 

12 

-0  77 

-2.50 

-0,93 

1 19.4 

Containers  B 

50/15 

326 

12 

0.00 

0 

38 

48 

37 

906.3 

01 

1.40 

2.59 

3  25 

12.3 

Office  equipment  B 

33/26 

180 

15 

5  89 

90 

27 

34 

34 

28  5 

12 

2.1 1 

2  13 

2,21 

2  7 

Utilities  A 

31/22 

199 

18 

3.67 

67 

-9 

51 

46 

44.5 

12 

2.00 

1.31 

1.97 

10.2 

Transportation  D 

39/15 

271 

14 

0.00 

0 

-16 

66 

42 

589,0 

12 

0.98 

1,87 

1,42 

3.5 

Office  equipment  C 

3tely  updated  product  line  and  woes  at 
lailer  competitors  are  giving  Lotus  its  best 
)portunity  in  years  to  regain  lost  ground.  Its 
iwest  Windows  products  are  winning  better 
views,  and  a  slow-selling  communications 


program,  called  Notes,  is  finally  taking  off. 

Wall  Street,  which  has  been  burned  by  the 
company's  past  inability  to  capitalize  on  its  po- 
sition, is  slowly  warming  to  the  notion  of  a 
reinvigorated  Lotus.  Optimistic  analysts  think 


sales  and  profits  can  both  improve  by  about 
1 5%  this  year.  That  could  lift  Lotus'  stock  price, 
which  is  still  well  below  its  1991  high.  If  that 
happens,  Lotus  could  soon  be  basking  in  the 
sun  once  again. 


15/8 

1088 

14 

0.00 

0 

11 

52 

99 

916 

12 

0.76 

0.83 

1,06 

3  8 

Retailing 

29/20 

225 

1  4 

0.00 

0 

-7 

39 

43 

42,9 

12 

1,56 

1  89 

1 ,99 

5,5 

Food  C 

21/12 

196 

15 

0.00 

0 

-28 

32 

81 

99,2 

08 

-1.15 

0.90 

1.65 

1,8 

Health  care  C 

28/23 

164 

15 

2.71 

42 

-3 

48 

44 

6.1 

12 

1.81 

1.63 

1.85 

3.8 

Food  C 

27/17 

325 

15 

2.33 

35 

7 

65 

43 

102,8 

12 

1.64 

1.70 

2.14 

2.8 

Transportation  B 

1  31/23 

291 

14 

3.05 

43 

16 

41 

37 

43.1 

12 

2.04 

2.09 

2  34 

2  6 

Banks  A 

38/22 

362 

25 

0.60 

15 

20 

62 

33 

162,9 

01 

1.18 

1.35d 

1.69 

2,4 

Manufacturing  C 

22/12 

114 

18 

0.00 

0 

2 

63 

67 

582,0 

06 

0.95 

092 

3.18 

6  9 

Office  equipment  B 

57/27 

382 

26 

1.05 

27 

80 

65 

24 

409,9 

01 

2.31 

1.76 

2.61 

3.8 

Office  equipment  C 

43/28 

218 

12 

3.27 

40 

18 

54 

25 

48,5 

12 

2  91 

3.52 

3.44 

4.1 

Manufacturing  A 

40/27 

185 

14 

2.80 

40 

41 

32 

29 

57,8 

12 

2  24 

2.57 

3.08 

2,6 

Banks  B 

34/23 

118 

15 

3  86 

57 

-8 

72 

42 

100  8 

12 

1.77b 

1,77 

1.77 

17,0 

Containers  B 

42/12 

1148 

20 

0.00 

0 

128 

79 

31 

466.5 

12 

0.43 

1.72 

1  43 

9.8 

Office  equipment  C 

32/17 

107 

9 

3.13 

29 

74 

37 

34 

35.6 

12 

2.88 

3,49 

3.10 

8  1 

Aerospace 

i  31/20 

172 

13 

2.71 

34 

44 

51 

38 

63.0 

12 

1.67b 

2,21 

2.52 

2.0 

Banks  D 

:  33/24 

169 

16 

4.76 

77 

29 

24 

34 

28  6 

09 

1.63 

1,94 

2  14 

4,7 

Utilities  B 

1  33/23 

195 

23 

2.00 

47 

9 

61 

36 

70,3 

12 

1.22 

1,28 

1,64 

4,9 

Services  A 

21/10 

241 

27 

1.76 

48 

22 

8 

52 

19,9 

12 

0.33 

0.75 

1,08 

7,4 

Retailing 

1  36/30 

218 

16 

5.48 

86 

23 

16 

29 

20,1 

12 

2.46 

2.31 

2.24 

4.5 

Utilities  A 

30/24 

170 

19 

6.33 

120 

17 

22 

36 

26,2 

12 

1.56 

1.55 

1.95 

7.2 

Utilities  A 

I  27/16 

122 

6 

1.99 

11 

-2 

54 

44 

138.7 

12 

3.15 

4.24 

3,20 

13.4 

Nonbank  fin.  A 

41/26 

210 

20 

1.47 

29 

-1 1 

36 

30 

52  9 

12 

1,65 

1.79 

2  08 

1,9 

Food  C 

I  54/37 

170 

25 

2.72 

68 

35 

80 

19 

73.0 

12 

3.75 

2.18 

3  78 

2,4 

Telecomms.  A 

1  27/14 

333 

26 

0.00 

0 

33 

63 

45 

80.9 

06 

0.74b 

0.89 

1,06 

6,6 

Housing  B 

29/18 

275 

19 

3.90 

75 

29 

71 

41 

45.0 

12 

-0.25 

1.34 

1,34 

15.7 

Nonbank  fin.  A 

:  52/38 

155 

12 

2.71 

32 

29 

50 

20 

86.2 

12 

3.85 

4.36 

4  73 

1.5 

Banks  B 

32/16 

NEG 

NM 

0.00 

0 

38 

35 

34 

82.1 

12 

-0.33 

-0.20 

-0.38 

21.1 

Telecomms.  A 

18/15 

NEG 

NM 

0.00 

0 

NA 

9 

60 

NA 

12 

-0.90 

-0.59 

NA 

NM 

Consumer  C 

\  51/22 

236 

12 

0.45 

6 

78 

20 

23 

35.1 

12 

3.98 

3.60cl 

3,86 

NM 

Nonbank  fin.  A 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

A  J  J  L  I  J 

S  Mil 

YEAR 
AGO 
RANK 

12 

MONTHS 
1992 
$  MIL 

CHANGE  12 
FROM  MONTHS 
1991  1992 
SMH 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EOUITY 

12 

MONTHS 
1992 

691 

COMPUWARE 

1034 

NR 

219 

36 

10.6 

NM 

4.8 

NM 

NA 

6.4 

250 

t)92 

GREEN  TREE  FINANCIAL 

1034 

940 

247 

1  5 

72.5 

28 

29  4 

26,4 

1  7.7 

24.9 

1034 

693 

ASARCO 

1026 

581 

1909 

0 

-29  1 

NM 

NM 

2.4 

NM 

-2.1 

2946 

694 

CAESARS  WORLD 

1025 

678 

937 

-2 

67  2 

- 1 3 

7.2 

8.1 

13.1 

1 6.8 

916 

695 

FINA 

1024 

553 

3398 

2 

24.1 

-43 

0.7 

1 .3 

NM 

2.2 

2910 

696 

MIRAGE  RESORTS 

1021 

767 

819a 

-8 

34.3 

28 

4.2 

3.0 

8  8 

6.8 

1  566 

697 

MARVEL  ENTERTAINMENT  GROUP 

1020 

899 

224 

94 

32.7 

98 

14  6 

14.3 

10.8 

45.3 

418 

69H 

BURLINGTON  INDUSTRIES  EOUITY 

1015 

NR 

2054 

5 

-67.8 

NM 

NM 

NM 

NM 

-14.1 

181 1 

699 

MERCANTILE  BANKSHARES 

1015 

721 

502 

-2 

76.3 

8 

15.2 

13.8 

14  1 

13.1 

5460 

700 

ATLANTA  GAS  LIGHT 

1013 

760 

1029 

6 

56.3 

2! 

5.5 

4.8 

10.9 

1 1 .6 

1593 

701 

DESTEC  ENERGY 

1012 

532 

508 

16 

87.5 

7 

17.2 

18.6 

16.3 

16.3 

783 

702 

STOP  &  SHOP 

1011 

987 

3352 

4 

54.4 

45 

1 .6 

1 .2 

10.6 

40.0 

1319 

703 

OGDEN 

1008 

620 

1769 

13 

60.3 

6 

3.4 

3.7 

5.5 

12.5 

2971 

704 

MICRON  TECHNOLOGY 

1005 

784 

525 

15 

8.7 

-42 

1 .7 

3.3 

2.0 

1 .7 

730 

705 

LAFARGE 

1002 

693 

151 1 

-4 

-37.1 

NM 

NM 

NM 

NA 

-4.7 

1767 

706 

CBI  INDUSTRIES 

1001 

534 

1 673y 

4 

71.1 

16 

4.3 

3,8 

8.2 

1 1  2 

1685 

707 

COMMERCE  BANCSHARES 

1001 

792 

559 

-6 

71.7 

20 

12  8 

10  1 

NA 

1 1.9 

7542 

70X 

ARROW  ELECTRONICS 

999 

NR 

1622 

55 

50  2 

479 

3.1 

0  8 

12  0 

13.7 

781 

709 

ADOBE  SYSTEMS 

995 

572 

266 

1  6 

43.6 

-16 

16.4 

22.5 

19.4 

19.4 

281 

710 

ARKLA 

994 

568 

2744 

1 

6.2 

-62 

0.2 

0.6 

NA 

-0.2 

4607 

711 

STRIDE  RITE 

993 

482 

586 

2 

61.5 

-7 

10.5 

1 1.5 

22.5 

22.7 

384 

712 

BIOGEN 

992 

689 

124 

101 

38.3 

433 

31.0 

1  1 .7 

15.2 

15.2 

31 1 

713 

FIRST  EMPIRE  STATE 

985 

692 

890 

5 

97  9 

46 

1 1 .0 

7.9 

17.2 

16.1 

9588 

714 

WPL  HOLDINGS 

985 

704 

652 

0 

60.8 

-12 

9.3 

10.5 

9.3 

12.2 

1557 

715 

MIDWEST  RESOURCES 

983 

615 

1033 

1 

46.3 

-40 

4.5 

7.5 

NA 

6.3 

2409 

716 

STORAGE  TECHNOLOGY 

982 

283 

1521 

-4 

15.5 

-83 

1.0 

5  9 

4  2 

1.7 

1712 

717 

LONGVIEW  FIBRE 

982 

701 

694 

8 

33.3 

74 

4.8 

3.0 

6.8 

8.7 

921 

718 

ATLANTIC  SOUTHEAST  AIRLINES 

981 

856 

236 

6 

37.1 

14 

15  7 

14.6 

13.4 

21 .8 

403 

719 

TRINITY  INDUSTRIES 

980 

832 

141 1 

13 

33.3 

44 

2.4 

1.8 

6.8 

8.8 

1063 

720 

UNIVERSAL 

979 

656 

3134y 

8 

80.7 

15 

2.6 

2.4 

21.1 

23.1 

1330 

721 

CABLEVISION  SYSTEMS 

977 

817 

568o 

-5 

-253.2 

NM 

NM 

NM 

NM 

NM 

1214 

722 

WASHINGTON  WATER  POWER 

976 

725 

558 

-2 

72  3 

2 

13.0 

12.5 

8  2 

1 1.5 

1534 

723 

MGM  GRAND 

974 

983 

50 

-66 

-20.1 

NM 

NM 

NM 

NM 

-4.6 

957 

973 

NR 

2894 

18 

-110  0 

NM 

NM 

0  6 

-28  4 

-29  5 

1051 

724 

Company  ^IIII^I 

TO  WATCH  ^jUijl^l 

The  health<are  company  isn't  half  what  it  used 
to  be.  In  March,  its  $4  billion  hospital  operation 
was  spun  off  into  a  separate  company  called 
Galen  Health  Core.  Now,  Humana  is  a  $2.8 
billion  health-plan  company  that  is  trying  to  re- 

verse  a  string  of  ho-hum  years  and  take  odvarv 
tage  of  the  increasing  popularity  of  managed 
health  care. 

A  lot  depends  on  how  the  U.S.  health<are 
system  is  overhauled.  CEO  David  A.  Jones 

725 

EMC 

965 

NR 

349 

50 

28.7 

120 

8.2 

5.6 

13.7 

18.2 

321 

726 

SANTA  FE  ENERGY  RESOURCES 

962 

930 

428 

13 

-1.4 

NM 

NM 

4.9 

NM 

-1.4 

1341 

727 

BB&T  FINANCIAL 

962 

861 

581 

-2 

76.1 

26 

13.1 

10.1 

14.2 

13.8 

6691 

72S 

NOBLE  AFFILIATES 

959 

933 

304y 

21 

41.2 

114 

13.6 

7.7 

10.4 

13.9 

617 

72!t 

KEYSTONE  INTERNATIONAL 

956 

708 

528 

2 

42.5 

86 

8.1 

4.4 

14.8 

16.7 

438 

730 

BANPONCE 

955 

772 

865 

-7 

85.1 

32 

9  8 

7.0 

NA 

12.6 

10002 

731 

HEILIG-MEYERS 

955 

862 

623y 

28 

35  2 

46 

5  7 

5.0 

9.9 

12.0 

721 

732 

ROCHESTER  GAS  &  ELECTRIC 

953 

765 

896 

5 

70  4 

21 

7  9 

6  8 

7  9 

9  4 

2049 

733 

CENTEX 

952 

717 

2374y 

10 

55.1 

87 

2.3 

1.4 

7.4 

9.8 

2394 

734 

VALERO  ENERGY 

951 

540 

1235 

22 

83.9 

-15 

6  8 

9  8 

8  7 

10.1 

1759 

735 

EDISON  BROTHERS  STORES 

950 

715 

1478a 

8 

64  8 

6 

4.4 

4.5 

14.5 

15.9 

924 
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lUATION 

u  1 1 1  u  [nu  J 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

12.M0NIK 

paic! 

INSII, 

ANAIYSIS' ESTIMATES 

HIGH/ 

AS%OF 

lOIAl 

lUIIONS 

SHRS 

TURN, 

1991 

1992 

1993 

VARI- 

low 

S 

lOOK 

AYOUI 

DETUIIN 

HOLDING 

OUI 

OVER 

ACIUAl 

ACIUAl 

EST 

ATION 

MIL 

FY 

S 

S 

S 

% 

J 

34/24 

653 

57 

0.00 

0 

NA 

6 

35 

NA 

03 

-0.79 

0.52d 

1.10 

0.1 

Office  equipment  C 

1 

34/15 

365 

1  4 

0  96 

1 3 

67 

82 

30 

1 57  8 

12 

2  01 

2  41 

2  75 

4,0 

Nonbank  fin.  A 

1  ^ 

32/21 

76 

INlVl 

3  23 

DEF 

_4 

57 

41 

78  5 

1 2 

1.12 

-0.70 

1  72 

41.3 

Metals  C 

2 

48/25 

256 

1  4 

0  00 

0 

25 

79 

24 

228,6 

07 

2.09 

3,01 

3  27 

4.6 

Leisure  C 

1  6 

76/59 

92 

42 

4.87 

206 

-12 

3 

16 

1 .7 

12 

2.71 

1.55 

NA 

NM 

Fuel  B 

\  ' 

43/22 

203 

28 

0  00 

0 

4 

59 

28 

1 76  3 

12 

2.01 

1.30d 

2.08 

12  0 

Leisure  C 

1 

28/11 

1417 

32 

0.00 

0 

48 

31 

48 

1 32.6 

12 

0.35 

0.66 

1.06 

1  9 

Publishing/TV  B 

16/11 

205 

NM 

0  00 

0 

NA 

54 

68 

66  7 

09 

-9  58 

-2.42 

1  39 

7  9 

Manufacturing  D 

3 

34/26 

1 74 

1 3 

2,71 

36 

26 

40 

31 

30.0 

12 

2.34 

2.51 

2.80 

1 .8 

Banks  A 

J  1 

41/30 

2 1 4 

1 8 

5.03 

92 

34 

18 

24 

24.1 

09 

2.07 

2.26 

2  34 

3.4 

Utilities  B 

1  6 

22/13 

1 89 

12 

0.00 

0 

-30 

18 

62 

19.6 

12 

1.39 

1.41 

1.56 

2.6 

Utilities  A 

1 

22/12 

744 

20 

0  00 

0 

24 

22 

49 

32,6 

01 

0  86 

1.05 

1 .30 

2  3 

Food  C 

!  3 

25/17 

208 

]  7 

5  35 

89 

Q 

48 

43 

70.0 

12 

1.33 

1.41 

1 .54 

1.9 

Conglomerates 

6 

26/13 

1 94 

NM 

0.19 

29 

26 

55 

39 

1 56.6 

08 

0.13 

0.17 

112 

13,4 

Electrical  D 

1' 

18/12 

1 26 

NM 

1 .78 

DEF 

1 7 

16 

59 

15.4 

12 

-0.90 

-0.63 

0.74 

29.7 

Housing  A 

■f  — 

7 

37/26 

171 

1 5 

1 .76 

27 

-20 

69 

37 

67,3 

1 2 

1,54 

1,79 

1.83 

10  9 

Fuel  C 

8 

49/36 

1  66 

13 

1 .66 

22 

27 

37 

21 

1 8.0 

12 

3,17 

3.66 

3.90 

2.1 

Banks  B 

1  4 

34/15 

295 

19 

0  00 

0 

80 

50 

29 

1 62.0 

12 

0  28 

1,81 

2.17 

6,0 

Services  B 

5 

59/25 

443 

24 

0.72 

1 7 

-20 

89 

22 

800.6 

1 1 

2.25 

1.87 

2.49 

8.8 

Office  equipment  C 

>  8 

12/7 

1  1  1 

NM 

3  45 

DEF 

-9 

42 

122 

105.9 

1 2 

0.09 

-0.01 

0,31 

48,4 

Utilities  B 

0 

31/16 

366 

1 6 

1 .74 

29 

-36 

65 

51 

141.6 

1 1 

1.28 

1.19 

1.52 

3.9 

Consumer  A 

1 

50/18 

393 

28 

0.00 

0 

1 

64 

32 

432.3 

12 

0,15 

1.12 

1  02 

17,6 

Health  core  B 

1  4 

145/117 

1 68 

1 1 

1  1 1 

1 2 

]  ] 

48 

7 

21 .3 

1 2 

9.25 

13.41 

13.32 

3.4 

Banks  A 

5 

36/30 

210 

17 

5.39 

90 

17 

1 1 

28 

1  7.4 

12 

2.43 

2,1  1 

2.36 

2.1 

Utilities  A 

21/16 

1 46 

23 

6.44 

149 

-4 

10 

55 

26.5 

12 

1.36 

0,78 

1 .34 

6.0 

Utilities  A 

J 

74/18 

107 

65 

0.00 

0 

-72 

55 

41 

338.8 

12 

2.33 

0,37 

0,68 

33,8 

Office  equipment  B 

9 

20/13 

257 

3 1 

2  1 1 

65 

22 

36 

52 

34.5 

10 

0.32 

0.62 

1,03 

14.6 

Containers  B 

i:9 

29/12 

578 

27 

0  97 

26 

56 

52 

34 

1 62  5 

1 2 

0.96 

1.09 

1  37 

12.4 

Transportation  A 

!  12 

44/27 

244 

23 

1 .89 

43 

37 

70 

23 

61 .5 

03 

1.04 

1.86d 

2.64 

5.3 

Transportation  C 

10 

34/22 

280 

1 4 

2.96 

41 

2 

59 

33 

53.2 

06 

1.72 

2  15 

2  47 

1  6 

Consumer  E 

■  13 

43/25 

NEG 

NM 

0.00 

0 

42 

37 

23 

26.9 

12 

-10.32b 

-9.78d 

-5.78 

24.2 

Publishing/TV  A 

IS 

38/32 

171 

15 

6.46 

94 

23 

1 1 

25 

29  5 

12 

2.61 

2.64 

2,70 

3,3 

Utilities  A 

'  '.* 

29/11 

222 

NM 

0.00 

0 

101 

9 

41 

34.3 

12 

-0.40 

-0.48 

0.00 

NM 

Leisure  C 

6 

8/6 

261 

NM 

NA 

NA 

NA 

NA 

159 

NA 

08 

0,06 

-0  72 

NA 

NM 

Healtti  care  C 

leads  the  industry's  Healthcare  Leadership 

cut  into  Humana  hospitals'  bottom 

line.  Now, 

Not  that  all  is 

rosy  at  Humana.  A  U.S.  grand 

'ouncil,  which 

is  involved  in  the  health<are  de- 

the  plans  are  free  to  quibble  about 

prices. 

jury  in  Kentucky  has  subpoenaed  Humana 

icte.  Meanwhile,  Jones  will  be  cutting  costs.  At 

Indeed,  Jones  hopes  to  acquire  more  health 

documents  as  part  of  a 

probe  into  corruption 

he 

old  Humana,  the  health  plan 

couldn't  drive 

plans  with  the  $385  million  Humana  received 

in  the  state  legislature.  Jones  says  the  Louisville 

00 

hard  a  bargain  with  hospitals,  since  that 

from  Galen  as 

part  of  the  breakup. 

company  isn't  a  target  of  the  investigation. 

!5 

29/7 

611 

35 

0.00 

0 

156 

53 

39 

158.7 

12 

0.34 

0.71 

0.92 

8,7 

Office  equipment  6 

I 

11/8 

231 

NM 

1  49 

DEF 

25 

36 

90 

43.4 

12 

0.29 

-0,07 

0.13 

76  9 

Fuel  B 

!4 

36/24 

175 

12 

2.95 

36 

35 

27 

28 

47.9 

12 

2.44b 

2.75 

3.02 

2,0 

Banks  C 

>.2 

22/12 

323 

23 

0.74 

17 

68 

56 

45 

66  0 

12 

0.44 

0-93 

0,75 

213 

Fuel  C 

n 

28/21 

375 

22 

2.48 

56 

9 

54 

35 

43.2 

12 

0.66 

1.22 

1,36 

3.7 

Manufacturing  A 

>9 

31/24 

141 

10 

2  74 

29 

1 1 

20 

33 

22.0 

12 

2  15 

2  79 

3,15 

NM 

Banks  C 

i3 

34/16 

326 

26 

0.74 

19 

43 

82 

29 

79.3 

02 

0.98 

1.24d 

1.44 

2.8 

Consumer  B 

17 

28/21 

145 

15 

6  28 

92 

29 

30 

35 

45,3 

12 

1.60 

1.86 

1,98 

4.0 

Utilities  A 

n 

35/20 

169 

16 

0.65 

10 

21 

76 

31 

115.7 

03 

1.11 

1.91d 

2.30 

7.4 

Housing  B 

22 

32/20 

117 

1 1 

1,99 

23 

-29 

69 

43 

87  7 

12 

2  28 

1,94 

2  73 

12  1 

Fuel  B 

U 

49/35 

233 

13 

2.84 

38 

17 

47 

22 

33.9 

01 

2.83 

3.27d 

3  76 

1.9 

Retailing 

IINOIES  TO  TABIES  APPEAR  ON  PACES  162,143 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

S  Mil 

YEAS 
AGO 
SANK 

12 

MONTHS 

\m 

SMI[ 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

S  Mil 

CHANGE 
FSOM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1992 
S  Mil 

u 

K 
19 

7;!fi 

BiC 

948 

NR 

417 

13 

39.9 

48 

9.6 

7.3 

19.1 

19.5 

308 

1 

FLEETWOOD  ENTERPRISES 

948 

659 

1847 

22 

53  6 

39 

2.9 

2  6 

8  2 

1 1 .0 

974 

738 

BLOCK  DRUG 

947 

610 

615 

12 

61,5 

9 

10,0 

10.3 

12.2 

12.7 

712 

1 

?:«) 

BRUNO'S 

946 

514 

2726 

5 

53,1 

-23 

2  0 

2  7 

9.5 

13.5 

920 

740 

WASHINGTON  MUTUAL  SAVINGS  BANK 

944 

NR 

780 

5 

100.0 

48 

12.8 

9.0 

5.5 

10.3 

8980 

741 

HAWAIIAN  ELECTRIC  INDUSTRIES 

943 

685 

1031 

4 

68,4 

9 

6  6 

6.3 

7,3 

1 1.0 

4136 

742 

FIRST  HAWAIIAN 

943 

691 

547 

-5 

86.9 

6 

15.9 

14.1 

16.8 

15.5 

6553 

741! 

PORTLAND  GENERAL 

934 

753 

884 

-1 

102,3 

NM 

1 1 .6 

NM 

NM 

12.8 

2644 

714 

BALL 

928 

627 

2178 

8 

62.9 

0 

2  9 

3.1 

8.9 

1 1.0 

1564 

74.". 

ALLEGHANY 

928 

730 

1788 

27 

63  7 

193 

3.6 

1 .5 

7.1 

8.2 

4732 

741) 

MICHIGAN  NATIONAL 

921 

833 

1004 

-8 

59.8 

19 

6.0 

4.6 

9.8 

7.5 

10635 

747 

BRIGGS  &  STRATTON 

920 

758 

1094 

13 

57  4 

31 

5.2 

4.5 

16.3 

17.9 

704 

748 

PACIFIC  TELECOM 

919 

649 

705 

-3 

67  2 

-25 

9.5 

12  4 

8.9 

1 1.2 

1692 

749 

HON  INDUSTRIES 

918 

835 

707 

16 

38.7 

1  8 

5.5 

5.4 

19.6 

23.7 

323 

1 

750 

MIDLANTIC 

917 

NR 

1353 

-32 

7.0 

NM 

0.5 

NM 

NM 

0.4 

14422 

7.01 

BOISE  CASCADE 

915 

681 

3716 

-6 

-154.0 

NM 

NM 

NM 

NM 

-20.8 

4560 

752 

MITCHELL  ENERGY  &  DEVELOPMENT 

913 

797 

908a 

5 

30.6 

-37 

3.4 

5.6 

5.1 

4.8 

2292 

75:3 

PACIFICARE  HEALTH  SYSTEMS 

913 

840 

1829 

37 

47,7 

60 

2.6 

2.2 

17.2 

17  6 

701 

754 

FINGERHUT 

912 

761 

1606 

12 

61,8 

15 

3.8 

3.8 

12.9 

15.5 

926 

755 

WASHINGTON  FEDERAL  SAVINGS  &  LOAN 

912 

694 

272y 

-3 

84,3 

14 

31.0 

26.4 

12.5 

19.2 

2866 

r 

910 

810 

332 

17 

65  2 

12 

19.7 

20.5 

6  4 

5.9 

2193 

Company 
TO  Watch 


r 


chairman  Herbert  J.  Siegel  Is  still  best  known  as 
CHRIS-CRAFT    the  white  knight  who  became  a  bete  noire.  He 
INDUSTRIES       once  helped  Time  Warner's  Steven  J.  Ross  fend 
off  a  hostile  takeover  by  Rupert  Murdoch  but 
later  became  Ross's  fiercest  critic.  Now,  the 


New  York  financier  may  be  jockeying  to  join 
the  ranks  of  high-profile  media  moguls  himself. 

Siegel  runs  and  owns  a  large  stake  in  Chris- 
Craft,  which  has  eight  TV  stations  in  markets 
from  New  York  to  Portland,  Ore.  To  build  up 


TIMKEN 

904 

739 

1642 

0 

4.5 

NM 

0.3 

NM 

12 

0.5 

1738 

758 

AMDAHL 

901 

386 

2525 

48 

-7.0 

NM 

NM 

0.3 

NA 

-0.5 

2669 

759 

GREAT  ATLANTIC  &  PACIFIC  TEA 

898 

547 

10864 

-7 

-42.3 

NM 

NM 

0,7 

NM 

-3.9 

3056 

760 

IBP 

897 

750 

11128 

7 

63.6 

NM 

0.6 

0.0 

9.4 

12.3 

1499 

7111 

ROLLINS 

894 

788 

528 

1  1 

38.0 

21 

72 

6.6 

29.9 

29.9 

237 

762 

FERRO 

894 

728 

1098 

4 

58  8 

NM 

5.4 

0.5 

14.3 

NA 

697 

7(i.-i 

FIRST  USA 

890 

NR 

432y 

8 

27  3 

195 

6,3 

2  3 

10.7 

15.6 

2715 

7()4 

NEVADA  POWER 

887 

852 

587 

9 

56.8 

61 

9.7 

6.5 

NA 

9.8 

1533 

7ri5 

BAYBANKS 

881 

NR 

911 

-11 

59  2 

514 

6.5 

0.9 

10.9 

112 

9907 

7(51; 

CHICAGO  S  NORTH  WESTERN  HOLDINGS 

880 

NR 

985 

1 

37.4 

NM 

3.8 

NM 

9.2 

-14.7 

2072 

71  ;7 

UNIVERSAL  FOODS 

879 

688 

887 

5 

53.7 

-8 

6,1 

6.9 

13.0 

13.6 

706 

7fl8 

SHONEY'S 

879 

601 

1062o 

7 

-26  6 

NM 

NM 

3.8 

NM 

NM 

469 

7(i!l 

3COM 

879 

NR 

502 

36 

12  1 

NM 

2  4 

NM 

5.4 

5.8 

315 

770 

JOHN  H.  HARLAND 

873 

690 

445 

18 

56.6 

14 

12.7 

13.2 

20.1 

21.1 

340 

771 

USLIFE 

872 

802 

1529 

1  1 

69  6 

-7 

4.6 

5.4 

6.9 

6.9 

5962 

772 

HANNAFORD  BROTHERS 

872 

602 

2066y 

3 

48  9 

14 

2.4 

2.1 

1 1.2 

14.7 

769 

MEDITRUST 

870 

855 

132y 

17 

51  4 

35 

38  8 

33  6 

NA 

1  1.9 

1067 

774 

RIVERWOOD  INTERNATIONAL 

869 

NR 

1138 

13 

43.8 

-6 

3.8 

4.6 

5.9 

8.7 

1897 

lES  INDUSTRIES 

866 

814 

678 

3 

50.7 

8 

75 

7.1 

8  1 

10.1 

1594 

77H 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

866 

820  ; 

608 

1 

74,4 

21 

12.2 

10.2 

NA 

16.7 

6736 

A.  SCHULMAN 

863 

469 

727 

3 

43,4 

3 

6  0 

5  9 

14  9 

15,2 

412 

778 

AFFILIATED  PUBLICATIONS 

860 

759 

414 

5 

27,9 

NM 

6  7 

NM 

19.1 

22.0 

307 

77!l 

HORACE  MANN  EDUCATORS 

854 

NR 

706 

7 

71  8 

189 

102 

3.8 

18.3 

20,9 

2890 

780 

WASHINGTON  GAS  LIGHT 

852 

819 

789 

12 

55.0 

16 

7.0 

6.7 

9.1 

1 1.8 

1205 
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.UAIION 

DIVIDENDS 

SHARES 

\  EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

IIMONIH 

PlICE 

INSTI. 

ANALYSIS' ESTIMATES 

HIGH/ 

ti\OI 

lOIAl 

TUTIONS 

SHRS, 

TURN, 

1991 

1992 

1993 

VARI- 

E 

lOW 
S 

BOOK 

P-E 

YIELD 

PAYOUT 

RETURN 

HOLDING 

OUT 

OVER 

ACTUAL 

ACTUAL 

EST 

ATION 

V*lUt 

«AIIO 

MIL 

fv 

S 

S 

S 

) 

40/17 

462 

24 

1.79 

42 

126 

15 

24 

27.1 

12 

1.12 

1.70 

1.87 

5.9 

Manufacturing  A 

1 

27/13 

194 

18 

2.22 

40 

9 

30 

46 

125.3 

04 

0  88 

1,1 5d 

1  54 

2  6 

Leisure  D 

> 

58/41 

195 

15 

1.94 

30 

-6 

26 

18 

11. 3 

03 

3.03 

3.37d 

NA 

NM 

Consumer  D 

) 

17/11 

240 

18 

1  81 

32 

-24 

28 

78 

74.7 

06 

082 

0,69 

0,80 

10.0 

Food  C 

36/20 

108 

10 

1.92 

18 

57 

73 

30 

248.5 

12 

2.52 

3.26 

3.45 

0.1 

Nonbankfin.  C 

> 

45/35 

168 

15 

5,92 

90 

10 

24 

25 

290 

12 

2.40 

2,54 

2  76 

2.5 

Utilities  A 

) 

30/24 

168 

11 

3.86 

41 

8 

39 

33 

38  7 

12 

2.55 

2.70 

2.92 

2.1 

Banks  D 

) 

20/15 

134 

10 

6,04 

62 

29 

35 

47 

71,8 

12 

-0.43 

1.93 

1.71 

7,0 

Utilities  A 

5 

39/28 

178 

16 

3.53 

56 

-3 

58 

26 

57.5 

12 

2.26 

2.21 

2.54 

9,8 

Containers  A 

) 

J  ■ 

U2/1 18 

120 

15 

0.00 

0 

1 1 

57 

7 

70 

12 

3,33 

9.76 

1 1.50 

6,2 

Nonbonk  fin.  A 

1. 

63/43 

116 

16 

3.24 

50 

39 

53 

15 

136.6 

12 

3,36 

3.97 

5.12 

7.0 

Banks  B 

1 

65/42 

287 

18 

2  64 

47 

26 

73 

14 

70,3 

06 

2  52 

3,56 

4,01 

3,5 

Manufacturing  C 

1  } 

26/21 

153 

14 

5.68 

78 

4 

5 

40 

8,1 

12 

2.27 

1.70 

1,65 

NM 

Telecomms.  A 

J 

29/17 

563 

24 

1.41 

34 

43 

26 

32 

22.4 

12 

1.02 

1,18 

1  48 

2  0 

Office  equipment  A 

;  ) 

22/6 

116 

NM 

0.00 

0 

121 

32 

46 

239,9 

12 

-14.36 

0.08 

1.20 

20,0 

Bonks  A 

4 

26/16 

105 

NM 

2.49 

DEF 

4 

61 

38 

73,6 

12 

-2.46 

-4  79 

-1  91 

29,3 

Paper  A 

» 

20/14 

144 

22 

2.46 

54 

26 

10 

47 

13,9 

01 

0.95 

0.89d 

1.1/ 

0.  o 

Fuel  B 

3 

58/25 

336 

19 

0.00 

0 

35 

15 

27 

94  9 

09 

1.10 

1  78 

2  10 

2  9 

Health  core  C 

0 

41/25 

228 

1 7 

0.80 

1 3 

1 1 

NA 

23 

89,8 

1 2 

2.14 

2.38 

2.85 

2,1 

Retailing 

5 

29/20 

208 

1 1 

3.17 

35 

17 

57 

36 

61,5 

09 

1.92 

2.25 

2.49 

2.8 

Nonbonk  fin.  C 

5 

36/25 

84 

15 

0.00 

0 

26 

44 

26 

31,7 

12 

2.18 

2.39 

2.53 

10.3 

Publishlng/TV  A 

hris^raff  s  TV 

power,  h 

e  plunked  down  $310 

ate  an  ad  hoc  network  that,  like  Fox  Broad- 

which have  six 

Stations  each.  Media  watchers 

lillion  last  May  to  acquire  New  York-area 

casting,  could  compete  with  the  Big  Three.  All 

say  Siegel  has  spoken  w 

ith  both  Paramount 

idependent  television  station  WWOR. 

he  needs 

are  a  fe 

w  more  major-market  sta- 

and  financier  Ronald  O.  Perelman,  who  recent- 

With WWOR's 

broad  reach  and  Chris-Craff  s 

Hons.  He  could  get  them  by  linking  up 

with 

ly  bid  for 

control  of  SCI.  Will  Chris-Craft  surge 

ealthy  balance  sheet,  Siegel  is 

poised  to  cre- 

Paramount  Communications  or  SCI  Television, 

as  a  network  is 

born?  Don't  touch  that  dial. 

0 

31/23 

92 

NM 

3  38 

667 

18 

53 

31 

36,7 

12 

-1,21 

0.15 

1.15 

60,9 

Manufacturing  C 

8 

20/7 

66 

NM 

1.25 

DEF 

-60 

38 

113 

92  9 

12 

0,04 

-0.06 

0.43 

46  5 

Office  equipment  B 

i 

35/21 

83 

23 

3.40 

77 

-23 

31 

38 

46,8 

02 

1,85 

1.04d 

1  58 

15,8 

Food  C 

9 

21/15 

174 

14 

1.06 

15 

21 

75 

48 

91.7 

12 

0.03 

1.34 

1.63 

10  4 

Food  B 

J  5 

27/17 

704 

23 

1.75 

41 

28 

43 

36 

22.4 

12 

0.89 

1.07 

1.23 

2  4 

Services  E 

35/24 

381 

16 

1.55 

25 

3 

72 

29 

117.3 

12 

005 

1.90 

2.1 1 

5.2 

Chemicals 

4 

34/10 

549 

56 

0.15 

8 

NA 

25 

27 

NA 

06 

0.09 

0  60 

1  32 

2  3 

Nonbonk  fin.  A 

4 

25/18 

165 

16 

6.63 

109 

35 

14 

37 

64.5 

12 

1.05 

1.47 

1.62 

3.1 

Utilities  A 

8 

48/26 

166 

13 

0.42 

6 

54 

44 

19 

167.4 

12 

0.60 

3.57 

2.76 

12  3 

Banks  A 

1 

24/17 

605 

NM 

0.00 

0 

NA 

26 

42 

43,5 

12 

-3.39 

-0.58 

1.91 

6,8 

Transportation  B 

3 

36/27 

287 

21 

2.64 

56 

2 

64 

26 

63,4 

09 

2.18 

1.57 

2  25 

1,8 

Consumer  C 

3 

26/16 

NEG 

NM 

0.00 

0 

-12 

63 

39 

1  1  1,0 

10 

0,94 

-0.65 

1.44 

2  8 

Leisure  A 

■2 

35/10 

418 

30 

0.00 

0 

122 

62 

28 

555  4 

05 

0.15 

1,07d 

1.51 

10,6 

Office  equipment  B 

'.6 

27/21 

325 

16 

3.67 

59 

17 

59 

34 

48,7 

12 

1.33 

1.59 

1.73 

2.3 

Office  equipment  A 

19 

43/28 

87 

13 

3.09 

39 

42 

58 

22 

58,2 

12 

3.22 

3,05 

3.79 

2.9 

Nonbonk  fin.  B 

!1 

28/16 

261 

18 

1.40 

25 

-22 

34 

41 

24,3 

12 

1.08 

1,21 

1.37 

2.2 

Food  C 

13 

33/25 

201 

17 

7.60 

127 

28 

49 

27 

57,9 

12 

1.75 

1,95 

2.28 

15.8 

Health  care  C 

4 

16/12 

172 

18 

0.29 

5 

NA 

19 

62 

NA 

12 

0.39 

0.78 

0.93 

9.7 

Containers  B 

11 

31/27 

180 

16 

6.77 

109 

17 

15 

28 

25  7 

12 

1.85 

1  92 

2.20 

2  3 

Utilities  A 

-U 

25/19 

200 

12 

2.78 

32 

16 

31 

36 

28.4 

12 

1  80 

2.08 

2.38 

3.4 

Bonks  C 

!9 

35/26 

303 

20 

110 

22 

-10 

63 

30 

71.5 

08 

1,43 

1,48 

1.46 

4,8 

Chemicals 

12 

15/10 

677 

30 

1.98 

60 

21 

50 

71 

39.0 

12 

-0,95 

0.40 

0.55 

10.9 

Publishing/TV  B 

iO 

32/18 

248 

12 

0.81 

10 

35 

42 

29 

33.3 

12 

1,57 

2.48 

2.08 

1.9 

Nonbankfin.  B 

12 

42/31 

188 

17 

5.13 

85 

24 

21 

20 

21.2 

09 

2.28 

2.53 

2.70 

0.7 

Utilities  B 
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COMPANV 

MARKET  VALUE 

SALES 

PROFITS 

H  J  J  C  1  J 

MARGINS 

RETURN 

■  12 

CHANG! 

12 

CHANGE 

12 

12 

ON 

ON 

12 

YEAR 

MqN[HS 

FROM 

MONTHS 

FROM 

MONTHS 

MONTHS 

INVESTED 

COMMON 

MONTHS 

AGO 

I9?2 

1991 

1992 

1991 

1992 

1991 

CAPITAI 

EQUITY 

SMIl 

RANK 

781 

CONNER  PERIPHERALS 

851 

556 

2238 

40 

121.1 

31 

5.4 

5.8 

1 1 .9 

20.4 

1 683 

782 

RPM 

851 

795 

602 

20 

36  9 

19 

6, 1 

6.2 

9  9 

1 5.8 

561 

78:i 

DIEBOlO 

850 

736 

544 

7 

41,1 

1 5 

7.6 

7.1 

10.9 

10  5 

547 

781 

WEST  ONE  BANCORP 

849 

955 

517 

-1 

63.4 

54 

1  2.3 

7.9 

1  4. 1 

12.9 

7134 

785 

ANALOG  DEVICES 

848 

NR 

587 

10 

24.0 

583 

4.1 

0.7 

6  5 

6.4 

562 

7811 

OLIN 

846 

621 

2376 

4 

54,3 

NM 

2.3 

NM 

6.3 

6.6 

2030 

787 

MAGMA  POWER 

845 

941 

109y 

15 

36.4 

7 

33.4 

35.8 

12.8 

14.3 

397 

788 

AMERICAN  MEDICAL  HOLDINGS 

844 

799 

2241 

-9 

1  18  2 

NM 

5.3 

0  2 

1  2,0 

1  7-5 

2957 

7811 

W. R.  BERKLEY 

842 

878 

567 

5 

46,5 

0 

8.2 

8.6 

9,4 

1 0. 1 

1712 

790 

NOVACARE 

841 

662 

455 

44 

46.9 

77 

10.3 

8.4 

1  7  9 

1 8.3 

334 

7ill 

CRAWFORD 

839 

644 

598 

1 1 

40.4 

8 

6.8 

7.0 

21.0 

21.2 

304 

7112 

CONSOLIDATED  STORES 

836 

806 

929 

20 

37.1 

84 

4,0 

2.6 

15.0 

20.0 

419 

71):! 

SCIENTIFIC-ATLANTA 

836 

NR 

677 

35 

20.0 

NM 

3,0 

NM 

6.0 

5.9 

484 

7;  1-1 

J.  B.  HUNT  TRANSPORT  SERVICES 

835 

794 

912 

24 

36.9 

25 

4.1 

4.0 

8.6 

12.9 

702 

7!tr) 

J.  M.  SMUCKER 

833 

661 

490 

2 

36.5 

9 

7.5 

7.0 

16.0 

16.0 

279 

7'.Hi 

IMC  FERTILIZER  CROUP 

832 

512 

966 

-12 

69.7 

-25 

7.2 

8.4 

7.3 

11.1 

1  844 

7!  17 

CRANE 

831 

702 

1307 

0 

24.3 

-46 

1 .9 

3.5 

8.4 

8.6 

673 

7!  18 

BEVERLY  ENTERPRISES 

831 

828 

2597 

13 

4.2 

-86 

0.2 

1.3 

2.6 

0.8 

1  793 

71  111 

OLSTEN 

831 

NR 

987y 

1  7 

21.1 

45 

2. 1 

1 .7 

13,0 

1 1 .6 

224 

800 

VARIAN  ASSOCIATES 

830 

731 

1275 

-7 

37.6 

-29 

2.9 

3.9 

8.3 

8.9 

846 

801 

DOLLAR  GENERAL 

829 

947 

921 

22 

35.6 

65 

3.9 

2.9 

1 8  7 

1 8.4 

358 

81  L> 

READ-RITE 

824 

NR 

461 

1  14 

55.4 

102 

12.0 

12.7 

1 3.5 

15.4 

502 

sii:! 

AMERICAN  WATER  WORKS 

822 

785 

657 

3 

68.2 

-7 

10.4 

1  1 .6 

NA 

10.6 

2416 

8(14 

MCN 

822 

883 

1438 

13 

58.1 

60 

4.0 

2.8 

1  1 .2 

15.9 

1507 

80") 

TOOTSIE  ROLL  INDUSTRIES 

821 

755 

245 

18 

32.0 

21 

13.1 

12.8 

17.5 

18.2 

221 

8(  )(1 

CADENCE  DESIGN  SYSTEMS 

820 

654 

435 

1 1 

55.4 

NM 

1 2.7 

NM 

NA 

23.7 

356 

807 

NORDSON 

817 

657 

433 

10 

38.8 

1  2 

9.0 

8  8 

21  9 

22.5 

319 

808 

WISCONSIN  PUBLIC  SERVICE 

817 

870 

635 

2 

58  0 

7 

9.1 

8.7 

9.8 

1 3.7 

1 146 

8o;i 

BOWATER 

816 

651 

1  494 

16 

-92  9 

NM 

NM 

3.5 

NM 

-1 1 .3 

2882 

810 

RELIANCE  ELECTRIC 

815 

NR 

1553 

2 

48.0 

41 

3.1 

2.2 

9.8 

9.3 

1 147 

81  1 

ADVANTA 

814 

967 

355 

1  4 

48.0 

91 

13.5 

8.1 

17.8 

27.5 

1775 

812 

LINEAR  TECHNOLOGY 

814 

853 

1 32 

24 

29  9 

45 

22  5 

1 9.3 

20  9 

21.0 

1 74 

81:; 

FEDERAL  SIGNAL 

813 

787 

518 

1  ] 

34,4 

]  1 

6  6 

6,6 

19.9 

1 9.2 

364 

M  1 

XILINX 

805 

842 

163 

25 

22,8 

0 

14,0 

17.5 

19  9 

20.3 

150 

81."! 

STAPLES 

805 

918 

883 

44 

16.1 

NM 

1 .8 

0.1 

5.4 

7.0 

495 

81i; 

ROUSE 

804 

737 

597y 

4 

-15.8 

NM 

NM 

0  4 

-0.3 

NM 

2726 

817 

LANCASTER  COLONY 

804 

976 

600 

16 

39.6 

57 

6.6 

4,9 

19.6 

22  4 

298 

SIS 

PHM 

802 

815 

1370y 

13 

72  2 

70 

5.3 

3,5 

NA 

15.8 

3856 

810 

LDDS  COMMUNICATIONS 

801 

NR 

358a 

61 

25  9 

65 

7.2 

7,1 

9  8 

17.0 

430 

800 

910 

694 

8 

41.3 

139 

6,0 

2,7 

14.7 

17.8 

455 

PmurniiMV  ^^^^^^^^^^^^^^H 

Back  in  mici-1991,  the  foymaker  was  spun  off  to 

Playskool  division  of  Hasbro.  The 

■easons:  a 

820 

tOMPMY  ^HRfW^VIB 

shareholders  as  an  unwanted  stepchild  of  food 

rocky  diversification  into  toys  for  o 

Ider  children. 

TO  WATCH  ^|y|j|Ml| 

giant  Quaker  Oats.  At  the  time,  Fisher-Price 

such 

as  a  poorly  received  $295  kiddie  com- 

seemed  out  of  steam  and  had  lost  its 

once-unas- 

corder,  and 

a  failed  foray  info  chancy  promo- 

■r 

sailable  lead  in 

the  under-5  market  to  the 

tional  toys  that  died  after  a  season  or  two. 

821 

P.H.  GLATFELTER 

799 

537 

540 

-5 

56.5 

-26 

10.5 

13.4 

12.5 

12.6 

648 

822 

FOUNDATION  HEALTH 

797 

882 

1285 

15 

49.5 

27 

3.9 

3  5 

19.1 

19.6 

545 

82:i 

ULTRAMAR 

797 

NR 

2595 

-6 

43.1 

-16 

1.7 

1,9 

6.8 

8.3 

1740 

821 

GEORGIA  GULF 

796 

680 

779 

-7 

46.3 

-25 

5.9 

7,3 

35.5 

NM 

419 

82.j 

QUAICOMM 

796 

NR 

112 

16 

-4.1 

NM 

NM 

NM 

NM 

-6.0 

111 
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lUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

inUUj  1  K  1  UKUOr 

IE  HIGH/ 
;(  lOW 

5 

AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

PAYOUT 
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But  under  Chairman  Ronald  J.  Jackson,  Fish- 

tories,  and  he  is 

laying  the  ground 

work  for  o 

tion:  Gross  margins  have  improved  from  30% 

sr-Price  is  having  fun  again,  primarily  by  refo- 

big  push  into  international  markets,  where  the 

to  46%,  near  the  toy  industry's  average,  and 

using  on  its  strength:  designing  well-built  ba- 

East Aurora  (N.Y.)  toymaker  has  traditionally 

the  company  has  just  overtaken  rival 

le  toys  for  infants  an 

d  preschoolers.  Jackson 

been  weak. 

Playskoo 

1  to  become  king 

of  the  sandbox 

ICS  also  eliminated  workers  and  shuttered  fac- 

Recent  results 

reflect  Fisher-Price' 

s  reinvigoro- 

once  again. 
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Transportation  A 

seats  on  each  other's  flights.  A  green  light 
om  the  feds  came  in  March,  despite  intense 
position  from  the  Big  Three,  which  success- 
lly  thwarted  a  more  extensive  USAir/BA  deal 
St  year. 


Even  the  more  modest  agreement  is  vital  for 
USAiKs  future.  It  has  little  international  presence 
at  a  time  when  globalization  is  the  buzzword 
both  in  the  U.  S.  and  abroad.  The  accord  will 
enable  USAir  to  funnel  passengers  into  BA's 


worldwide  network  and  carry  BA  passengers 
to  U.  S.  destinations.  If  the  plan  works, 
Schofield  still  won't  be  able  to  put  his  airline 
on  autopilot,  but  at  least  he  might  be  able  to 
loosen  that  seatbelt. 
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1 1.7 

Office  equipment  B 

4 

18/10 

334 

19 

0.39 

8 

18 

56 

54 

1317 

01 

0.43 

0.71 

0,96 

8  3 

Retailing 

5 

25/17 

149 

21 

2.45 

52 

36 

69 

30 

75.6 

05 

0.67 

1.1 6d 

1,56 

10.9 

Electrical  C 

9 

10/6 

NEG 

NM 

0,00 

0 

5 

18 

82 

7.9 

05 

-0.75 

-0,59d 

-0,32 

NM 

Publishing/TV  A 

7 

8/5 

140 

NM 

0.00 

0 

25 

62 

103 

57.7 

12 

-3.89 

-4.37 

003 

NM 

Metals  B 

9 

20/12 

209 

17 

0,47 

8 

22 

51 

38 

57.0 

02 

093b 

11 2d 

1  34 

3  7 

Manufacturing  A 

8 

28/12 

221 

8 

0.28 

2 

NA 

16 

26 

NA 

12 

3.51 

3.52 

2.87 

5  6 

Nonbank  fin.  B 

6 

28/20 

208 

51 

2  62 

133 

15 

69 

28 

63.0 

12 

-6.52 

0,51 

1,12 

17,9 

Manufacturing  A 

6 

32/22 

151 

18 

3.62 

64 

-13 

72 

28 

101.7 

12 

0.95 

1.46 

1.71 

11.1 

Transportation  D 

8 

23/15 

290 

26 

0.90 

23 

-23 

44 

41 

54.7 

12 

0.94 

0.70 

0.88 

5.7 

Services  C 

'5 

95/31 

364 

25 

1.01 

25 

163 

45 

8 

1 1  1.9 

09 

2.01 

3.77 

4.99 

4.4 

Services  E 

9 

24/15 

248 

17 

000 

0 

-17 

7 

38 

13  1 

12 

1.40 

1,14 

1  32 

12.1 

Utilities  A 

13 

26/22 

291 

19 

4.13 

77 

-7 

34 

31 

25.0 

12 

1.21 

1.25 

1.41 

2.1 

Food  B 

8 

9/4 

407 

20 

0.00 

0 

-2 

33 

88 

137,9 

08 

-0,1 1 

0,42 

0.39 

15.4 

Retailing 

M 

34/22 

182 

20 

2.27 

45 

29 

54 

22 

70.7 

12 

0.75 

1.70 

2.35 

4.7 

Automotive  B 

S  ;  '0  TABLES  APPEAIl  ON  PAGES  162.163 


THE  1993  BUSINESSWEEK  1000  157 


THE  BUSINESS  WEEK  1000 


COMPANr 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

BETUBN 

ASSETS 

SMIt 

AGO 
RUNK 

12 

MONTHS 

SMIL 

CHANGE 
1991 

12              CHANGE  12 
MONTHS           FliOM  MONTHS 
1992               1991  1992 

S  Mil 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1992 
SMIL 

871 

COLEM&N 

722 

NR 

492 

19 

28  1 

92 

5.7 

3.5 

13.1 

14.2 

350 

872 

INFORMATION  RESOURCES 

720 

957 

276 

24 

19,2 

25 

70 

6  9 

NA 

10.8 

260 

873 

AlBERTO-CULVER 

717 

807 

1114 

20 

37  9 

20 

3.4 

3  4 

12.3 

13.4 

583 

87-1 

LEE  ENTERPRISES 

716 

831 

358 

6 

40  4 

37 

113 

8.7 

13.5 

19.2 

479 

875 

SEAGULL  ENERGY 

715 

NR 

239 

-4 

4.4 

-14 

1.8 

2.1 

4.2 

1.8 

582 

876 

CALIFORNIA  ENERGY 

710 

NR 

128y 

10 

38  8 

46 

30  4 

23  0 

NA 

20.6 

581 

877 

FIRST  AMERICAN 

709 

990 

523 

-1  1 

42,0 

148 

8.0 

2.9 

1  1.3 

9.0 

6716 

878 

TOSCO 

708 

675 

2155 

9 

14  3 

-81 

0.7 

3.3 

4.0 

1.1 

1 178 

879 

WELLMAN 

707 

653 

828 

3 

52  3 

12 

6.3 

5.8 

9.1 

no 

995 

880 

NWNL 

707 

NR 

1378 

3 

60,6 

28 

4.4 

3  5 

NA 

8.7 

9014 

881 

CABOT 

706 

764 

1568 

7 

57.5 

35 

3.7 

2.9 

8.6 

14.1 

1490 

882 

FIRST  COMMERCE 

704 

NR 

495 

4 

72  5 

113 

14.6 

7.1 

16.9 

19.2 

6124 

88;? 

TECUMSEH  PRODUCTS 

702 

779 

1259 

5 

52.3 

23 

4.2 

3.6 

72 

6.9 

1106 

884 

ASSOCIATED  COMMUNICATIONS 

701 

783 

56 

20 

3.7 

NM 

6.7 

NM 

NA 

1 1.2 

82 

885 

COMDISCO 

700 

827 

2223y 

1 

20.0 

-75 

0.9 

3.7 

4.8 

3.0 

5146 

88(i 

GATX 

700 

924 

I019y 

3 

29,3 

-65 

2.9 

8.4 

7.2 

2  9 

3400 

887 

NAVISTAR  INTERNATIONAL 

699 

648 

4006 

14 

-120.0 

NM 

NM 

NM 

NM 

NM 

3627 

888 

GENZYME 

698 

626 

219 

80 

-30.3 

NM 

NM 

17.1 

NA 

-9.4 

481 

889 

SCIMED  LIFE  SYSTEMS 

697 

599 

211 

25 

48.2 

60 

22  9 

17.8 

29.0 

28.6 

219 

890 

T'  MEDICAL 

697 

467 

267 

36 

65  0 

40 

24.3 

23.5 

25.2 

24.6 

292 

891 

VALSPAR 

694 

771 

689 

7 

342 

17 

5.0 

4.6 

20.4 

20.7 

317 

892 

INTERCO 

694 

NR 

1520 

5 

142.0 

NM 

9.3 

NM 

23.7 

48.9 

1220 

893 

R.  P.  SCHERER 

692 

NR 

389 

20 

26.6 

NM 

6.8 

NM 

12.7 

12.7 

497 

894 

FLOWERS  INDUSTRIES 

691 

929 

912 

9 

36.4 

52 

4.0 

2.9 

13.0 

13.7 

471 

895 

M.  A.  HANNA 

690 

880 

1330 

16 

26  2 

NM 

2.0 

NM 

6.2 

6.6 

1 178 

89fi 

FIRST  BRANDS 

690 

892 

1021 

2 

46.7 

18 

4  6 

4.0 

1 1.2 

16.5 

803 

897 

T.  ROWE  PRICE  ASSOCIATES 

687 

857 

245y 

19 

35  8 

18 

14.6 

14.8 

23.1 

24.4 

206 

898 

VALHI 

683 

805 

799o 

2 

-4.5 

NM 

NM 

4.6 

NM 

-1.3 

977 

899 

BECKMAN  INSTRUMENTS 

683 

851 

909 

6 

43.8 

15 

4.8 

4.4 

10.5 

12.3 

738 

900 

PHH 

682 

888 

1987 

0 

54.7 

15 

2.8 

2  4 

NA 

12.8 

4421 

901 

BERGEN  BRUNSWIG 

681 

800 

5499y 

24 

58.3 

16 

1.1 

1.1 

7.9 

14.4 

1769 

9U2 

SOTHEBY'S  HOLDINGS 

681 

741 

229o 

-9 

10  8 

-51 

4.7 

8.9 

7.3 

5.1 

495 

903 

JACOBS  ENGINEERING  GROUP 

681 

746 

1 138 

1 1 

27.6 

29 

2.4 

2.1 

18.9 

18.9 

303 

9114 

COMMERCE  CLEARING  HOUSE 

679 

705 

659 

-6 

-13.6 

NM 

NM 

4  4 

-5.7 

-7.4 

596 

679 

508 

641 

23 

41.1 

-20 

6  4 

9.9 

NA 

8  0 

884 

905 

^^^^^L    MEDICAL  CARE 
mvwlmim  AMERICA 

The  heaWi-care  company  Is  still  trying  to  digest 
its  September  merger  witfi  Critical  Care  Ameri- 
ca. Medical  Care's  earnings  have  been  de- 
pressed by  the  acquisition  of  the  home-infusion 
business.  Critical  Care  supplies  patients  with  the 

equipment  and  training  necessary  to  adminish 
their  own  intravenous  drugs  or  nutrients,  but  'ri 
needs  to  lower  costs  to  attract  managed-care 
networks  to  its  system. 
Still,  Medical  Care's  core  business— operatinc 

9m 

WAUSAU  PAPER  MILLS 

677 

752 

369 

3 

378 

9 

10.2 

9.7 

19.7 

21  7 

269 

907 

FISERV 

675 

974 

332 

18 

23,0 

25 

6.9 

6.5 

10.0 

119 

898 

iH)8 

INTERNATIONAL  SPECIALTY  PRODUCTS 

674 

525 

571 

9 

57  2 

13 

10.0 

9.6 

NA 

NA 

1061 

909 

SPS  TRANSACTION  SERVICES 

673 

NR 

166y 

29 

20.7 

140 

12.5 

6.7 

NA 

25.6 

313 

910 

GENETICS  INSTITUTE 

672 

845 

88 

6 

-37.0 

N.M 

NM 

NM 

-8.7 

-9.7 

461 

911 

FEDERAL  REALTY 

670 

NR 

lOOy 

3 

NA 

NA 

NA 

4.5 

NA 

3.9 

608 

912 

FUND  AMERICAN  ENTERPRISES  HOLDINGS 

670 

636 

214 

-8 

54.2 

-55 

25  3 

51.2 

NA 

3.5 

3231 

913 

LUKENS 

670 

NR 

881 

40 

33.1 

44 

3.8 

3.7 

7.1 

10.9 

760 

914 

BP  PRUDHOE  BAY  ROYALTY  TRUST 

6t<f 

846 

68a 

-27 

67  4 

-27 

NM 

NM 

15  1 

15  1 

445 

915 

ADEPTEC 

666 

NR 

274 

106 

42.0 

307 

15.3 

7.8 

19.1 

20.5 

257  • 
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UillON 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GR01H> 

1  It  IJMONIH 
(  HIGH/ 
:  LOW 

s 

MICE 
AS%OF 
BOOK 

vAiue 

PE 
(Alio 

YIEIO 

\ 

PAVOUI 

lOIAl 
SETUtN 
% 

INSTI- 
lUIIONS 
HOIOING 

SHRS 

out 

MIL 

TURN. 
0V£« 

fv 

1991 
ACTUAL 
S 

1992 
ACIUAL 
S 

ANALYSTS' ESIIMAIES 
1993  VARI- 
ESI,  ATION 
$ 

30/20 

364 

25 

0.00 

0 

9 

10 

27 

33.2 

12 

0.59 

1.07 

1.22 

4.1 

Electrical  A 

1  35/19 

405 

38 

0  00 

0 

-2 

81 

24 

214  9 

12 

065 

0,78 

114 

4  4 

Services  E 

t  26/21 

254 

19 

1,01 

19 

2 

15 

29 

15  2 

09 

1.06 

1.36 

1  59 

1.3 

Consumer  D 

35/26 

340 

19 

2,59 

48 

1 1 

40 

23 

277 

09 

1  35 

1.65 

1  87 

2.1 

Publishing/TV  B 

40/22 

299 

NM 

0.00 

0 

77 

58 

18 

73.5 

12 

0.45 

0.34 

0.95 

22.1 

Utilities  6 

;  22/11 

424 

22 

0.00 

0 

50 

28 

35 

579 

12 

0.75 

0.92 

1  09 

46 

Utilities  A 

1  28/20 

151 

16 

0.36 

6 

36 

28 

26 

86,3 

12 

0.73 

1.74 

2.27 

18 

Banks  C 

1  31/16 

177 

NA 

2  49 

NA 

-27 

52 

29 

108,9 

12 

2.35b 

NRd 

2.38 

19.7 

Fuel  B 

!  32/17 

148 

14 

0.55 

8 

-26 

89 

33 

71,2 

12 

1  39 

1.60 

1  86 

4.3 

Chemicals 

'  62/30 

121 

15 

2.51 

38 

88 

65 

12 

96,2 

12 

3.21b 

3.86 

5.72 

5.8 

Nonbank  fin.  B 

1  52/37 

185 

12 

2.73 

33 

5 

58 

19 

60.4 

09 

1.69 

3.18 

2.69 

4.5 

Chemicals 

1  37/25 

198 

10 

2.78 

28 

36 

46 

20 

95.0 

12 

1.95 

3  60 

3.65 

2.5 

Bonks  C 

1  67/52 

92 

13 

2.50 

33 

3 

39 

1 1 

14.3 

12 

3.89 

4  78 

6.88 

12  8 

Housing  A 

'  19/13 

2095 

NM 

0.00 

0 

-3 

22 

37 

1 1.2 

12 

-0.17 

0.1 1 

0.42 

NM 

Telecomms.  A 

18/13 

110 

35 

1.62 

57 

-10 

47 

41 

50.8 

09 

2.03 

0.49 

2.00 

2.0 

Office  equipment  C 

■  36/24 

126 

44 

3.62 

159 

27 

78 

20 

50,0 

12 

3.56 

0.82 

3.20 

6  3 

Transportation  D 

1  4/2 

751 

NM 

0.00 

0 

-28 

39 

254 

58,1 

10 

-0.77 

-0.70 

0.08 

262.5 

Automotive  A 

1  56/28 

216 

NM 

0,00 

0 

-33 

76 

22 

499,2 

12 

0,50 

-1.41 

1  97 

3,0 

Health  care  B 

>  74/40 

414 

14 

0.00 

0 

-37 

93 

15 

833  7 

02 

2,27 

3.22d 

402 

4,5 

Health  care  D 

>  50/17 

266 

12 

0.54 

6 

-62 

54 

38 

266,6 

09 

1,02 

1.55 

1,91 

3,1 

Health  care  C 

!  37/28 

419 

20 

1.37 

28 

-6 

62 

22 

18,8 

10 

1,27 

1.57 

1.77 

2,3 

Housing  A 

1  14/0 

239 

NA 

0,00 

0 

7458 

7 

50 

44  4 

02 

-1  25 

NA 

NA 

NM 

Consumer  B 

)  39/22 

330 

25 

0,00 

0 

-1 

47 

23 

69,3 

03 

-0,50 

1.20d 

1.50 

2,7 

Health  care  B 

1  21/15 

260 

20 

4.03 

80 

18 

42 

38 

45,7 

06 

0  71 

0.92 

1.10 

3,6 

Food  B 

)  30/24 

173 

22 

2.37 

51 

1 1 

83 

23 

57,1 

12 

-0,75 

1.37 

1.58 

10.8 

Chemicals 

!  32/24 

243 

17 

0.76 

13 

6 

83 

22 

78,3 

06 

2.21 

1.91 

2.39 

2.9 

Manufacturing  A 

)  51/33 

469 

20 

1.76 

35 

1 

49 

14 

66  2 

12 

2.04 

2.37 

2.76 

18 

Nonbank  fin.  A 

i  7/4 

189 

NA 

3  33 

NA 

-3 

5 

114 

1.7 

12 

0.18 

NA 

NA 

NM 

Conglomerates 

i  26/18 

191 

16 

1.51 

24 

14 

56 

29 

53.5 

12 

1.32 

1.53 

1  74 

0  6 

Electrical  C 

)  42/33 

159 

13 

2.98 

38 

14 

86 

17 

39  2 

04 

2.94 

3.20d 

3.53 

0.9 

Services  E 

)  24/17 

169 

14 

2.05 

28 

7 

61 

35 

55.1 

08 

1.50 

1.41 

1.59 

5.7 

Health  care  A 

I  16/10 

318 

NM 

4.66 

500 

-6 

49 

53 

46  2 

12 

0.25 

0.12d 

0.67 

20.9 

Services  E 

468 

0  00 

Q 

- 1  4 

39 

24 

6 1  2 

09 

0.86 

1.11 

121 

2  5 

Services  A 

)  24/14 

366 

NM 

3.59 

DEF 

-10 

27 

35 

10,7 

12 

0.89 

-0.39 

0  82 

19.5 

Publishing/TV  B 

>  71/17 

132 

17 

0.00 

0 

-72 

80 

36 

244  9 

12 

1.80 

1.10 

2  09 

6  2 

Health  care  C 

jtpatient  surgery  centers— is 

in  great  shape. 

CEO  Donald  E.  Steen  reckons  that  Medical 

today.  And  given  the  current  intense  focus  in 

>  90-plus  centers  offer  such  procedures  as 

Care's  surgery-center  network  and  its 

ability  to 

the  Clinton  Administration 

on  scaling  back  sky- 

msillectomies 

and  gall  bladder  removals.  And 

offer  home-infusion  therapies  wil 

give 

his  com- 

rocketing 

medico 

1  costs.  Medical  Care's  focili- 

lalysts  expect  onnual  profits  to  grow  by  as 

pony  extra  clout  with  the  managed<are 

ties— low-cost  alternatives  to  hospitals— should 

luch  as  25%  for  the  next  few  years. 

providers  that  ore  increasingly  calling  the  shots 

glow  with  health 

i  39/23 

389 

17 

0.84 

14 

-14 

31 

20 

73-0 

08 

1.51 

1.98 

2.09 

5,3 

Paper  B 

3  32/21 

351 

28 

0.00 

0 

27 

69 

24 

89,6 

12 

0  85 

1.00 

1.20 

08 

Office  equipment  C 

14/6 

139 

12 

0.37 

4 

-48 

16 

100 

23  2 

12 

0.56 

0.57 

0.66 

10  6 

Chemicals 

3  56/17 

832 

31 

0.00 

0 

156 

19 

13 

65  1 

12 

0.83 

1.61 

1.91 

5,8 

Services  E 

3  35/25 

157 

NM 

0.00 

0 

4 

15 

24 

65.8 

1 1 

-1.05 

-1.80 

-0  35 

1 14,3 

Health  care  B 

7  27/20 

301 

NA 

5  68 

NA 

35 

42 

25 

37.5 

12 

0.25 

NA 

NA 

NM 

Housing  B 

i  75/63 

74 

27 

0,00 

0 

12 

71 

9 

78.6 

12 

4.87 

2,71 

NA 

NM 

Nonbank  fin.  A 

6  50/30 

232 

20 

2,16 

43 

44 

76 

14 

72.5 

12 

1,68 

2,31 

3.15 

1  1,1 

Metals  B 

1  32/29 

150 

1 1 

9  10 

101 

13 

41 

21 

32.3 

12 

4,05 

2.82d 

2  85 

7,4 

Fuel  B 

7  32/14 

324 

14 

0,00 

0 

68 

76 

25 

582  3 

03 

0.70 

l,92d 

2  29 

2,2 

Electrical  D 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS  1 



SMIL 

YEAH 
AGO 
RANK 

MONTHS 
SMIL 

CHANGE 
fHOM 
1991 

1 2 

MONTHS 
1992 
SMIL 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12  M 
MONTHS  f 
1992  1! 
SMll 

916 

HEALTHCARE  COMPARE 

663 

719 

134 

32 

18.1 

1 

13.6 

17.6 

NA 

15.4 

146  1 

917 

FOURTH  FINANCIAL 

662 

NR 

425 

-12 

53  2 

110 

12  5 

5.3 

13.8 

15,0 

5613  ' 

918 

tiBfnTu   uiTiALiii  oiufAnn 

LIBERTY  NATIONAL  BANCORP 

662 

938 

381 

-4 

45.6 

21 

12.0 

9,6 

14.3 

12.9 

4566 

919 

MORRISON  RESTAURANTS 

661 

908 

1067y 

7 

35.4 

23 

3,3 

2,9 

15.7 

16.4 

398  ' 

920 

KIMBALL  INTERNATIONAL 

656 

960 

678 

23 

33.4 

12 

4.9 

5.4 

10.5 

10.3 

433 

921 

HELMERICH  S  PAYNE 

654 

932 

247 

22 

13,0 

3 

5,3 

6.2 

2  7 

2  6 

602 

922 

DUTY  FREE  INTERNATIONAL 

654 

608 

365y 

4 

30.4 

-3 

8  3 

9.0 

NA 

13.5 

129 

923 

OUTBACK  STEAKHOUSE 

653 

NR 

124 

99 

12  5 

129 

10,1 

8,8 

NA 

20,6 

71 

924 

BURLINGTON  COAT  FACTORY 

653 

NR 

1 120y 

17 

40  8 

26 

3  6 

3,4 

12.8 

14,8 

576 

925 

STANHOMc 

651 

825 

744 

5 

46.7 

4 

6.3 

6.3 

19.3 

18,5 

449 

926 

SOLECTRON 

650 

NR 

438 

38 

14.8 

32 

3.4 

3.5 

8  1 

14.1 

328  } 

927 

LENNAR 

644 

965 

429y 

32 

29  1 

38 

6  8 

6  5 

NA 

9,1 

980 

928 

All  i  IITIIU 

QUANTUM 

644 

798 

1536 

43 

84  8 

71 

5,5 

4,6 

16  2 

23.4 

885 

929 

I  n  111  1     Mil  ti  Air    /■ir    n  rirrvnir 

IOWA-ILLINOIS  GAS  &  ELECTRIC 

642 

822 

498 

-3 

45  4 

-16 

9,1 

10  6 

5,7 

8  2 

1673 

930 

MARQUETTE  ELECTRONICS 

641 

699 

251 

14 

16.8 

41 

6.7 

5.4 

12,8 

14.0 

191 

9:31 

AMETEK 

640 

754 

770 

8 

44  4 

17 

5  8 

5.3 

14  3 

20.0 

605 

932 

HAEMONETICS 

640 

NR 

207 

20 

23.4 

39 

1 1,3 

9.8 

19.6 

20.2 

162 

933 

n  111  in   11  A 1  rv  ■  ti  ^ 

BWIP  HOLDING 

637 

849 

433 

1 

42  5 

36 

9,8 

7,3 

20,1 

25.5 

333 

934 

COLONIAL 

637 

NR 

403 

1 1 

42.3 

5 

10  5 

11.1 

NA 

13.4 

732 

935 

JONES  APPAREL  GROUP 

635 

782 

437 

31 

41.3 

21 

9,5 

10.2 

31,6 

32.4 

185 

936 

UCI 

633 

NR 

708 

0 

35.8 

36 

5,1 

3.7 

8.1 

8.7 

1020 

937 

ENQUIRER / STAR  GROUP 

631 

683 

284 

3 

20,0 

402 

7  0 

14 

5.7 

6.7 

752 

938 

rAiirAiif\iTPr\    rAPi/>iiT  iii  i  u  r 

CONSOLIDATED  FREIGHTWAYS 

630 

830 

4056 

-1 

-3,7 

NM 

NM 

NM 

NM 

-3.1 

2387 

939 

WASHINGTON  REIT 

628 

NR 

37y 

5 

20  4 

1  1 

54,6 

516 

13,0 

12.8 

167 

940 

ITEl 

627 

874 

1682 

0 

-59.8 

NM 

NM 

NM 

NA 

-26.4 

2595 

941 

MODINE  MFG. 

627 

NR 

562 

10 

32  6 

46 

5,8 

4  4 

12  9 

14.1 

396 

942 

McCLATCHY  NEWSPAPERS 

626 

875 

440 

3 

30  2 

27 

6,9 

5  6 

8.5 

8.6 

491 

943 

DEXTER 

622 

921 

951 

1 

38  2 

NM 

4  0 

NM 

10  6 

12.1 

782 

944 

ROWAN 

621 

NR 

250 

-8 

-73  8 

NM 

NM 

NM 

NM 

-19.6 

684 

945 

FHP  INTERNATIONAL 

621 

985 

1755 

23 

35  5 

6 

2,0 

2.3 

10,1 

10.7 

756 

946 

CERIDIAN 

621 

951 

830 

9 

-29.1 

NM 

NM 

8.5 

NA 

NM 

530 

947 

EASTERN  ENTERPRISES 

616 

923 

1091 

10 

37  9 

29 

3,5 

3.0 

6.2 

7  4 

1366 

948 

NEIMAN  MARCUS  GROUP 

616 

963 

1929y 

10 

47,1 

NM 

2  4 

0.2 

7,8 

146.4 

1272 

1)49 

WALLACE  COMPUTER  SERVICES 

616 

891 

526 

9 

40,9 

13 

7  8 

7.5 

10.6 

1  1,3 

475 

950 

CAPSTEAD  MORTGAGE 

613 

NR 

504y 

112 

53  2 

58 

10.5 

14.2 

8.8 

16.1 

6571 

951 

LONE  STAR  STEAKHOUSE  S  SALOON 

612 

NR 

34 

199 

4  7 

426 

14,0 

7  9 

25,9 

25  4 

66 

952 

AniUrC     e     AA^I/llfclA  IITIIITIFr 

ORANGE  &  ROCKLAND  UTILITIES 

612 

NR 

844 

15 

45  8 

2 

5,4 

6,1 

NA 

1  1  6 

1 149 

953 

COLORADO  NATIONAL  BANKSHARES 

61 1 

NR 

365 

-7 

30.5 

1 8 1 

8  4 

2  8 

1 4,3 

12  1 

3119 

954 

IMMUNEX 

611 

777 

62 

17 

-77.6 

NM 

NM 

1,5 

-49  2 

-57.9 

236 

611 

776 

1551 

1 

35  7 

131 

2  3 

1  0 

NA 

3  2 

1966 

955 

Company 

The  first  nonfamily  member  to  head  Adolph 
Coors'  brewery  division,  Leo  Kiely  III,  who 

Coors  has  few  other  revenue  sources  these 
days:  In  December,  the  company  consolidated 

TO  WATCH  mH^H 

became  CEO  of  Coors  Brewing  Co.  in 

March, 

most  nonbeer  operations  into  ACX  Technologies 

has  one  task  in 

particular  on 

his  agendo:  He 

and 

spun  the  unit  off  to  shareholders. 

has  to  do  something  about  flat  beer  soles. 

Coors  faces 

some 

sobering  realities.  It 

956 

MORRISON  KNUDSEN 

610 

804 

2285y 

13 

13,4 

-62 

0,6 

18 

5,7 

3.7 

1052 

957 

CENTRAL  NEWSPAPERS 

610 

893 

434 

3 

23  4 

-10 

5,4 

6  2 

8.0 

7.8 

424 

958 

AMERICAN  PRESIDENT 

609 

994 

2505y 

2 

78  0 

18 

3,1 

2  7 

NA 

17.0 

1540 

959 

AMAX  GOLD 

605 

780 

100 

-22 

13,0 

-39 

13  0 

16  5 

NA 

5,1 

478 

960 

WATTS  INDUSTRIES 

605 

816 

445 

16 

33.5 

-2 

7,5 

8.9 

9.3 

10.3 

537 
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DIVIDENDS 


SHARES 


EARNINGS  PER  SHARE 


INDUSTRY  GROUf 


n 

£ 

1!  MONTH 
HIGH/ 
lOW 

5 

PKICE 
AS%Of 
BOOK 
VAlUt 

P-E 
KATIO 

YIEID 
% 

PAYOUT 

% 

TOIAl 
■  ETUIIN 

INSTI- 
.  TUTIONS 
HOtOING 

SH»S 
OUT 
MIL 

TURN. 
OVER 

fv 

IWI 
ACTUAl 
S 

1992 
ACTUAl 

s 

ANALYSTS' ESTIMATES 
1993  VA«I. 
EST  ATION 

s  •/. 

1 

40/ U 

563 

39 

0.00 

0 

-54 

■  75 

33 

401.5 

12 

0.50 

0.51 

1.21 

5.0 

Nonbank  (in.  A 

1 

32/24 

210 

14 

3  17 

44 

30 

27 

22 

22  6 

12 

1.24 

2  17 

2.52 

2  0 

Banks  B 

, 

36/27 

187 

14 

2.55 

37 

5 

37 

19 

219 

12 

2.07b 

2  44 

2  66 

0.8 

Banks  C 

30/18 

305 

18 

1.79 

32 

1  1 

42 

25 

96.3 

05 

1.31 

1.50d 

1.76 

1.7 

Leisure  A 

33/21 

203 

17 

2.45 

42 

16 

24 

21 

20.6 

06 

1.42 

1.83 

1.69 

4.7 

Consumer  B 

28/20 

131 

59 

1.80 

107 

34 

65 

25 

47  9 

09 

0  88 

0.45 

0  66 

16.7 

Fuel  C 

1 

55/18 

291 

22 

0.84 

19 

-50 

47 

28 

155  0 

01 

1.08 

1.08 

1.43 

3  5 

Retailing 

1 

33/13 

1075 

54 

0.00 

0 

41 

49 

24 

357.3 

12 

0.29 

0.51 

0  78 

5.1 

Leisure  A 

1 

26/11 

237 

21 

0.00 

0 

69 

30 

27 

49.3 

06 

0.93 

1.17 

1.50 

5.3 

Retailing 

38/30 

258 

14 

3.03 

43 

2 

71 

20 

48.1 

12 

2.22 

2.32 

2.67 

3,7 

Consumer  D 

i 

40/17 

619 

44 

0.00 

0 

39 

63 

17 

224.2 

08 

0.70 

0.88 

1.48 

4.7 

Electrical  D 

■ 

33/19 

202 

22 

0.38 

8 

21 

49 

20 

127  8 

1 1 

1.05 

1.42 

2  15 

7  9 

Housing  & 

! 

18/12 

178 

9 

0.00 

0 

-13 

77 

43 

426.5 

03 

1.05 

1.76d 

2.24 

5  8 

Office  equipment  B 

25/19 

130 

15 

791 

119 

-5 

15 

29 

34.3 

12 

1.86 

1.45 

1.71 

4,1 

Utilities  A 

i 

21/15 

534 

14 

0.00 

0 

-22 

6 

42 

1 1.9 

04 

0.93 

1  lOd 

1.30 

NM 

Health  core  D 

i 

18/14 

288 

14 

4.69 

67 

-9 

49 

44 

44  0 

12 

0.87 

1.01 

1.05 

8  6 

Electrical  C 

29/12 

553 

27 

0.00 

0 

38 

67 

28 

107.2 

03 

0.64 

0.85d 

1.05 

NM 

Health  care  D 

31/22 

383 

15 

0.91 

14 

3 

62 

24 

114  8 

12 

1  38 

1.75 

1.99 

4,5 

Manufacturing  C 

42/23 

202 

15 

1.75 

26 

64 

48 

15 

81.5 

12 

2.65 

2.75 

2.70 

6  3 

Nonbank  fin.  B 

1 

42/21 

498 

15 

0.00 

0 

-18 

51 

26 

88.3 

12 

1.39 

1.58 

1.85 

3.2 

Consumer  A 

I 

25/16 

167 

20 

5.45 

108 

41 

49 

27 

57.5 

12 

1.01 

1.20 

1.61 

8.7 

Utilities  B 

i 

22/15 

211 

29 

1.32 

38 

-29 

34 

42 

48,2 

03 

0.22 

0.52d 

0.73 

15,1 

Publishing/TV  B 

1 

20/13 

95 

NM 

0.00 

0 

-3 

69 

35 

70.2 

12 

-1.52 

-0.58 

099 

19.2 

Transportation  D 

24/15 

395 

29 

3.78 

1 1 1 

36 

15 

28 

22  6 

12 

0.75 

0.76 

1.00 

NM 

Housing  B 

1 

26/16 

252 

NM 

0.00 

0 

24 

57 

27 

90.5 

12 

-2.41 

-2.26 

0.49 

67.3 

Conglomerates 

! 

21/14 

271 

19 

1.98 

37 

39 

36 

29 

54.8 

03 

0.94 

1.13d 

1  34 

4  5 

Automotive  B 

[ 

23/18 

178 

21 

1.06 

22 

7 

12 

29 

4.2 

12 

0.83 

1  05 

1  28 

3.1 

Publishing/TV  B 

1 

29/22 

197 

16 

3.43 

56 

12 

75 

24 

45.4 

12 

-0.29 

1.58 

1.74 

3.4 

Chemicals 

) 

9/5 

165 

NM 

0.00 

0 

35 

62 

73 

88.3 

12 

-0.53 

-1.01 

-0.31 

58.1 

Fuel  C 

> 

29/13 

188 

19 

0.00 

0 

35 

71 

33 

182  7 

06 

1  37 

1.00 

1.27 

4.7 

Health  core  C 

i 

17/11 

NEG 

NM 

0.00 

0 

33 

85 

43 

83.6 

12 

-0.21 

-0.69 

1.09 

7.3 

Office  equipment  C 

r 

29/24 

120 

16 

5.14 

84 

22 

76 

23 

63  8 

12 

1.30 

1.67 

2.21 

5.4 

Utilities  B 

> 

20/11 

5056 

NM 

1.25 

DEF 

17 

28 

39 

16.2 

07 

-0.45 

-0.21 

0.44 

27.3 

Retailing 

30/22 

170 

16 

2.12 

33 

-1 

77 

23 

34.1 

07 

1.63 

1.76 

1.98 

2.0 

Office  equipment  A 

1 

41/28 

203 

12 

8.31 

102 

32 

43 

15 

58.7 

12 

2.92 

3.37 

3.48 

2.3 

Housing  B 

) 

46/8 

3289 

NM 

0.00 

0 

NA 

33 

15 

275  6 

12 

0.16 

0.35 

0.94 

4  3 

Leisure  A 

s 

45/33 

167 

14 

5.44 

78 

39 

9 

14 

29.5 

12 

3.12 

3.15 

3.24 

0.6 

Utilities  A 

1 

51/27 

242 

20 

1.72 

35 

84 

39 

12 

143.1 

12 

0.93 

2.52 

3.01 

12  3 

Bonks  D 

) 

55/23 

456 

NM 

0.00 

0 

-22 

60 

15 

742.8 

12 

0.05 

-5.21 

-0.48 

104.2 

Health  care  B 

5 

23/16 

54 

17 

3  08 

53 

-10 

28 

38 

62  3 

12 

0  64 

0.95 

1  23 

18,7 

Consumer  C 

lughed  out  the  1980s  industry  shakeup,  but 
e  No.  3  brewer  is  outspent  on  marketing  by 
dustry  leaders  Anheuser-Busch  and  Miller. 
3les  of  Original  Coors,  a  premium  beer,  fell 
lore  than  10%  lost  year.  Coors  Dry,  like  other 


dry  beers,  has  also  been  faring  quite  poorly. 

One  bright  spot:  clear  malt  beverages,  which 
are  aimed  at  drinkers  who  don't  want  the  full 
flavor  or  heaviness  of  regular  malt  liquor  or 
beers.  Coors  pioneered  the  category  with  its 


Zima  Clearmalt  brand,  which  is  now  being 
rolled  out  in  40  cities.  By  contrast,  the  compa- 
ny's competitors  have  yet  to  introduce  any  ri- 
val brands.  At  least  thaf  s  something  Kiely  can 
drink  to. 


1 

26/18 

170 

48 

3.79 

182 

-9 

58 

29 

94  9 

12 

1.30 

0.44 

1.15 

10.4 

Services  A 

3 

24/20 

203 

26 

1.91 

50 

2 

31 

27 

15.0 

12 

0.98 

0  88 

1.32 

2  3 

Publishing/TV  B 

4 

48/30 

145 

9 

1.36 

12 

38 

65 

14 

126  1 

12 

3.65 

4.86 

4.02 

15.2 

Transportation  D 

3 

12/8 

235 

45 

0.98 

44 

-23 

9 

75 

22  6 

12 

0.35 

0.18 

0.07 

214  3 

Metals  C 

1 

58/39 

186 

16 

089 

14 

-19 

53 

15 

47.1 

06 

2.43 

2.59 

2.61 

6.9 

Manufacturing  A 

NOTES  TO  TABLES  APPEAR  ON  PAGES  162,143 


THE  1993  BUSINESSWEEK  1000  161 


|H£  BUSINESS  WEEK  1000 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$MIL 

YEAR 
AGO 
RANK 

12 

MJNIHS 
199! 
suit 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

SMIL, 

CHANGE  12 
FROM  MONTHS 
1991  1992 

12 

MONTHS 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12  I 

MONTHS  m 
1992 
SMIL 

961 

HOUGHTON  MIFFLIN 

UU  J 

KID 
INK 

455 

-3 

19.1 

-24 

4.2 

5.4 

8.9 

9.5 

371 

9H2 

TCA  CABLE  TV 

OU  J 

999 

139a 

9 

150 

76 

10,8 

6.7 

11,1 

19  2 

290 

963 

FIRST  BANCORPORATION  OF  OHIO 

OU  £ 

NR 

351 

-4 

50.7 

28 

14,4 

10.8 

14.9 

14,2 

3916 

964 

VALUE  CITV  DEPARTMENT  STORES 

AH  1 
OU  1 

867 

776y 

8 

36.0 

21 

4,6 

4  2 

NA 

24  2 

352 

965 

BASSETT  FURNITURE  INDUSTRIES 

AHA 
OUU 

NR 

473 

18 

27.5 

39 

5.8 

4,9 

10.0 

10.0 

319 

966 

BANTA 

Ann 

U  Uv 

NR 

637 

13 

35,7 

26 

5  6 

5,0 

12  6 

14  3 

409 

967 

UNITED  IlLUMINATING 

982 

674a 

-1 

58.3 

7 

8,7 

8.0 

8,1 

12.2 

2478 

968 

BORLAND  INTERNATIONAL 

3  7/ 

41 0 

464 

-8 

-812 

NM 

NM 

NM 

-34,1 

-44,7 

315 

969 

ADC  TELECOMMUNICATIONS 

J  7  / 

KID 

330 

16 

27.6 

96 

8,3 

4.9 

14,2 

14  4 

238 

970 

WESCO  FINANCIAL 

595 

964 

132a 

0 

22  0 

-27 

16  7 

22,7 

5.5 

5,2 

866 

971 

lUBY'S  CAFETERIAS 

594 

NR 

354 

7 

33.8 

8 

9,6 

9.5 

15.2 

15.3 

278 

972 

CHURCH  &  DWIGHT 

592 

898 

516y 

6 

29  5 

1 1 

5,7 

5,5 

18,4 

19,1 

262 

973 

DIAMOND  SHAMROCK 

592 

841 

2603 

1 

26.4 

-29 

1.0 

1.4 

5.1 

5.8 

1293 

591 

NR 

344 

-6 

31  7 

4 

9.2 

8,3 

10,1 

12,9 

1325 

COMPANY  ^IIIIIPI 

TO  WATCH  AUHlljifl 

These  are  bad  times  for  the 

insurance  industry, 

cf  the  underlying  business  of  small  to  midsize 

974 

right?  Not  so  at  National  Re.  Like  other  reinsur- 

regional and  specialty  insurers.  Such  compa- 

ers—companies that  insure  insurance  compa- 

nies, often 

run  by  the  people  who 

own  them. 

nies— if  s  doing  quite  well. 

tend  to  be 

more 

focused  and  more  profitable 

National  Re  likes  to  reinsure  a 

large  portion 

than  larger  industry  competitors. 

975 

WARNACO  GROUP 

NR 

625 

1 1 

47.6 

NM 

7.6 

NM 

NM 

34.1 

630 

976 

MA6NETEK 

589 

NR 

1360 

16 

30.9 

-10 

2  3 

2,9 

8,9 

20,1 

965 

977 

588 

751 

90 

29 

-26,7 

NM 

NM 

NM 

NM 

-88.1 

252 

978 

LAWTER  INTERNATIONAL 

586 

913 

168 

10 

27.0 

2 

16,1 

17,3 

20,1 

20  9 

187 

979 

NATIONWIDE  HEALTH  PROPERTIES 

585 

NR 

46a 

36 

26.3 

29 

56.8 

59,8 

9.1 

9.8 

387 

980 

JUSTIN  INDUSTRIES 

585 

NR 

453 

23 

27  1 

221 

6,0 

2  3 

12.4 

18,9 

331 

981 

INTERGRAPH 

583 

672 

1177 

-2 

8.4 

-88 

0,7 

5,9 

1,3 

1,1 

984 

982 

VERIFONE 

583 

890 

226 

20 

240 

28 

10,6 

10,0 

13,6 

13,8 

240 

983 

STANDARD  REGISTER 

581 

954 

705 

2 

39,4 

20 

5,6 

4,7 

11,1 

1 1,8 

472 

984 

UNITED  ASSET  MANAGEMENT 

581 

973 

295y 

26 

35  0 

44 

1  1,9 

10,4 

NA 

15  5 

480 

9a5 

ASK  GROUP 

NR 

448 

13 

6  2 

NM 

1,4 

NM 

5.0 

4.7 

300 

986 

LIFE  RE 

NR 

351 

13 

45.1 

104 

12,9 

7,1 

17,9 

23,0 

1078 

987 

CIRRUS  LOGIC 

NR 

275 

40 

26,7 

31 

9,7 

10,4 

18,4 

20.5 

227 

988 

KAUFMAN  S  BROAD  HOME 

877 

1094 

-10 

28  2 

6 

2  6 

2  2 

6  7 

8,9 

1432 

989 

PilTWAY 

NR 

568 

10 

12,5 

185 

2.2 

0.8 

NA 

2,9 

791 

990 

6ENSIA  PHARMACEUTICALS 

766 

31 

256 

-37  9 

NM 

NM 

NM 

NM 

-42  6 

104 

991 

LSI  LOGIC 

NR 

617 

-12 

-1 10.2 

NM 

NM 

1.2 

NM 

-55.7 

736 

992 

CINCINNATI  MILACRON 

NR 

789 

5 

16  1 

NM 

2,0 

NM 

9.5 

12  2 

577 

993 

PITTSTON 

881 

2073/ 

10 

49.1 

NM 

2  4 

NM 

NM 

14.4 

1340 

994 

GFC  FINANCIAL 

NR 

244 

-5 

36,8 

NM 

15  1 

NM 

5,7 

7  2 

2642 

995 

BED  BATH  &  BEYOND 

NR 

199 

NA 

14.4 

NA 

7.3 

NA 

NA 

29.3 

80 

99(i 

OVERSEAS  SHIPHOLDING  GROUP 

868 

371y 

-1 1 

0.1 

NM 

0,0 

13,1 

NM 

0,0 

1558 

997 

PIEDMONT  NATURAL  GAS 

NR 

490 

14 

38.0 

37 

78 

6.5 

10.5 

14.4 

724 

998 

CENTRAL  LOUISIANA  ELECTRIC 

950 

352 

2 

45  2 

1 

12  9 

13,1 

10,2 

12,5 

978 

999 

QUALITY  FOOD  CENTERS 

749 

460 

16 

25.1 

21 

5.5 

5,2 

25,1 

25,1 

"  1 

1000 

CHECKERS  DRIVE-IN  RESTAURANTS 

558 

NR 

89 

110 

10.7 

191 

12.1 

8.7 

14.4 

14,2 

92 

(a)  Latest  available  data,  (b)  Actual  and  estimated  figures  ore  fully  diluted,  (c)  Estimated  earnings  data,  (d)  Earnings  dota  from  Institutional 
Brokers  Estimate  System,  (x)  Sales  include  excise  taxes,  (y)  Soles  include  other  income,  (z)  Sales  include  excise  taxes  and  other  income.  1 
NA=not  available.  NM=not  mea.  ingful.  NR=not  ranked  in  Top  1000  in  1992.  NEG  =  negative  book  value  per  share.  DEF  =  earnings  deficit  in 
divident  payout,  t  Because  BUSINESS  WEEK  is  owned  by  McGrow-Hill,  the  Top  1000  does  not  include  a  forecostof  the  company's  earnings. 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PACj 


lUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

NI  IJ-MONIH 
IE  HIGH/ 

;i  LOW 

S 

PIICE 
AS%Of 
B00< 
VALUE 

HAIIO 

YIELD  PAYOU! 

tOIAL 
RETURN 

INSII- 
lUIIONS 

SHRS 

MIL 

TUIIN 

•/. 

fY 

1991 
ACTUAL 

s 

1992 
ACTUAL 

s 

ANALYSIS' ESTIMATES 
1993  VARI- 
EST  ATION 

S  % 

2  42/27 

303 

31 

1  95 

61 

39 

73 

14 

54.7 

12 

1 .75 

1 .35 

2.46 

3.3 

Publishing/TV  B 

5  26/17 

776 

40 

1  62 

66 

37 

42 

25 

65.5 

10 

0,35 

0.61 

0,79 

5,1 

Publishing/TV  A 

8  50/36 

168 

12 

3  60 

43 

36 

27 

13 

31.1 

12 

3.15 

4.03 

4,24 

1  7 

Banks  B 

9  22/13 

404 

19 

Pi  r\r\ 
u 

Q 

-14 

21 

32 

38,8 

07 

1.16 

0,98 

1 .20 

2.5 

Retailing 

2  52/28 

219 

22 

1  77 

39 

75 

44 

12 

66  9 

1 1 

1 .71 

2  38 

2.71 

2.6 

Consumer  B 

6  47/32 

240 

17 

1  41 

24 

42 

72 

13 

101.5 

12 

2.16 

2.68 

2.94 

0,7 

Services  D 

3  43/34 

141 

12 

5.99 

75 

27 

39 

14 

52.8 

12 

3.14 

3.43d 

3.38 

4.7 

Utilities  A 

3  75/18 

329 

NM 

0.00 

0 

-71 

75 

26 

953,3 

03 

-4.29 

-2.05d 

0,69 

37  7 

Office  equipment  C 

i  5U/24 

313 

28 

0.00 

0 

61 

68 

14 

1 17.7 

10 

1.65 

1,55 

2.26 

2.2 

Telecomms.  A 

4  88/67 

141 

NA 

1.12 

NA 

20 

87 

7 

3.7 

12 

4.15 

NA 

NA 

NM 

Nonbankfin.  A 

2  24/15 

268 

18 

2.47 

45 

37 

40 

27 

48.2 

08 

1.18 

1.19 

1.28 

2  3 

Leisure  A 

9  36/24 

384 

20 

1.37 

28 

4 

46 

20 

35.1 

12 

1.34 

1.45 

1.67 

18 

Consumer  D 

1  24/16 

129 

22 

2.52 

57 

-13 

78 

29 

61.0 

12 

1.39 

0.92 

1.79 

14.0 

Fuel  B 

J  39/17 

252 

19 

CJ5 

6 

53 

61 

17 

62.7 

12 

2,37 

1.85 

2  13 

5  6 

Nonbonk  fin.  B 

Notional  Re 

isn't  out  for  market  share.  In 

A  public  stock  offering  that  raised  $207  mil- 

Re with 

a  strong  capital  position  at  a  time 

992,  it  wrote  just  over  $250  million  in  premi- 

lion  lost  year  enabled  Chairman  and  CEO 

when  many  rival 

s  are  digging  out  from  major 

m5— about  a 

third  less  than  it  did  in  the  mid- 

William  D.  Warren  to  pore  down  long-term 

losses,  such  as  those  caused  by  Hurricane 

980s.  But  it  writes  the  business  directly,  with- 

debt  from  a  1 990  leveraged  buyout  to  $200 

Andrew, 

while  w 

restling  with  weakened  in- 

ut  agents,  and  does  so  at  a  nice  profit. 

million  from  $28C 

million.  That  leaves  National 

vestment  portfolios. 

9  41/27 

449 

1 2 

0.00 

0 

-17 

78 

20 

93.2 

1 2 

NR 

2.35 

2.83 

9.2 

Consumer  A 

5  25/12 

383 

20 

0.00 

0 

79 

48 

24 

73,2 

06 

1,47 

1.22 

1.45 

4  8 

Electrical  A 

4  33/20 

1943 

NM 

0.00 

0 

-27 

47 

25 

1 1 1.5 

12 

-1,44 

-1.08 

-0.59 

27,1 

Telecomms.  A 

3  15/12 

453 

21 

3.05 

65 

-2 

46 

45 

29,8 

12 

0.61 

0.62 

0,71 

5,6 

Chemicals 

6  36/25 

194 

18 

6.62 

118 

39 

69 

16 

52,0 

12 

1,68 

2.00 

NA 

NM 

Housing  B 

i  46/16 

408 

23 

0.63 

14 

173 

21 

13 

99  2 

12 

0.64 

1.95 

2.28 

1,3 

Consumer  A 

2  21/11 

78 

68 

0.00 

0 

-35 

53 

48 

133.0 

12 

1.47 

0.18 

0.60 

18.3 

Office  equipment  B 

5  28/17 

335 

25 

0.00 

0 

-1 1 

42 

23 

221  3 

12 

0.82 

1.02 

1,27 

2,4 

Office  equipment  A 

0  22/14 

174 

15 

3.16 

47 

16 

73 

29 

47,4 

12 

1.14 

1.37 

1.52 

5.3 

Office  equipment  A 

0  32/22 

258 

19 

2.41 

46 

5 

62 

19 

39,4 

12 

1,30 

1,56 

1,75 

3,4 

Nonbank  fin.  A 

6  26/10 

437 

NM 

0.00 

0 

35 

44 

22 

251.9 

06 

0.15 

-2,37 

0.94 

4.3 

Office  equipment  C 

7  39/23 

339 

1 1 

0.00 

0 

NA 

NA 

16 

NA 

12 

1.47b 

3.45 

2,47 

0.0 

Nonbank  fin.  B 

6  40/16 

442 

19 

0.00 

0 

24 

72 

22 

456  7 

03 

0.82 

1.40d 

1.84 

8.7 

Office  equipment  C 

0  23/11 

181 

25 

1.54 

38 

-9 

56 

29 

180.4 

1 1 

0.80 

0,78 

131 

13,7 

Housing  6 

12  42/33 

133 

46 

1.45 

67 

14 

14 

14 

2  3 

12 

1,85 

0.90 

NA 

NM 

Conglomerates 

1  47/18 

643 

NM 

0.00 

0 

-47 

64 

28 

474,3 

12 

-1,25 

-1,36 

-1,51 

6.6 

Health  care  B 

3  13/5 

290 

NM 

0.00 

0 

33 

39 

45 

1 15.0 

12 

0.19 

-2.48 

0.87 

18,4 

Electrical  D 

'1  22/12 

440 

36 

1.72 

62 

34 

68 

27 

53  2 

12 

-3.04 

0,58 

1.02 

4  9 

Manufacturing  B 

5  17/11 

167 

12 

1.95 

23 

-8 

71 

37 

79.1 

12 

-0.77 

1.32 

1.29 

9,3 

Fuel  A 

'.H  28/18 

117 

16 

1.50 

25 

NA 

60 

20 

69,8 

12 

-1.94 

1.71 

2,62 

11 

Nonbank  fin.  A 

M  38/14 

1146 

46 

0.00 

0 

NA 

85 

17 

NA 

02 

1.26 

0,73 

1,12 

3,6 

Consumer  B 

17  20/13 

73 

NM 

3.48 

NM 

-1  1 

38 

33 

28.7 

12 

1,67 

0,00 

0.55 

NM 

Transportation  D 

U  44/31 

213 

16 

4.21 

66 

35 

25 

13 

26  7 

10 

1.77 

2-79 

2.89 

2,4 

Utilities  B 

'5  26/23 

164 

13 

5.47 

72 

9 

31 

22 

24,5 

12 

1  92 

1.93 

1,93 

2.6 

Utilities  A 

?9  46/26 

563 

23 

0.00 

0 

-30 

31 

19 

83.4 

12 

1.06 

1.28 

1,53 

2.6 

Food  C 

19  26/11 

744 

50 

0,00 

0 

33 

28 

30 

378,0 

12 

0.16 

0,37 

0,56 

3  6 

Leisure  A 

f  Data  do  not  include  full  12-months'  results. 

Note:  Data 

compiled  by  Standard  &  Poor's  Co 

mpustot  Services 

Inc.  from 

sources 

such  as  statistical 

rvices,  registration  statements. 

and  company  reports  that  SPCS  believes 

to  be  re 

iable  but  that  ore  not  guaronteed  by  SPCS  or  BUSINESS  WEEK  as 

correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or 

sell 

□  ny  security.  Additional  data:  Institutional  Brokers  Estimate  System, 

xkers  Stock  Research  Corp. 
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The  Top  1000  U.S.  Compunies 
Ranhed  bv Industrv 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

•  1000 
!is< 

S.MH 

CHANGE 
FliOM 
1992 

12 

MONTHS 
1992 

SMI. 

CHANGE 
FIOM 
1991 

12 

MONTHS 
1992 

SM'l 

CHANGE 
FiOM 
1991 

12 

MONTHS 
1992 

S«ll 

CHANGE 
FaOM 
1991 

ON 
INVESTEO 

CAPHAi 

ON 
COMMON 
EQUITY 

ALL-INDUSTRY  COMPOSITE 

3811623 

13 

4020104 

5 

1  70749.9 

22 

8S08775 

8 

9.1 

10.4 

1 

AEROSPACE 

INDUSIPr  COMPOSITE 

33963 

-3 

99842 

1 

3633.3 

65 

70338 

0 

12.5 

14.9 

BOEING 

64 

11748 

-26 

30184 

3 

1635.0 

4 

18192 

13 

15.2 

18.0 

UNITED  TECHNOLOGIES 

149 

5683 

-9 

22032 

4 

35  0 

NM 

15928 

0 

5.3 

-0.2 

LOCKHEED 

;  259 

3544 

26 

10100 

3 

348.0 

13 

6754 

2 

12.6 

17.0 

GENERU  DVNiMICS 

272 

341  1 

35 

3472 

5 

248.0 

20 

5029 

-21 

NA 

15.0 

MARTIN  HiRIEITi 

273 

3365 

27 

5954 

-2 

345.4 

10 

3600 

-8 

16.1 

17.8 

MCDONNELL  DOUCLiS 

402 

2151 

-14 

17373 

-4 

698.0 

96 

13781 

-6 

14.0 

23.1 

NORTHROP 

486 

1612 

34 

5550 

-3 

120.7 

-55 

3162 

1 

9.6 

10.0 

8 

SUNDSTRiND 

551 

1378 

-12 

1673 

0 

83  3 

-23 

1804 

5 

13.3 

15.7 

9 

GRUMMAN 

675 

1073 

71 

3504 

-12 

119  9 

26 

2089 

-7 

11.5 

11.6 

2 

AUTOIVIOTIVE 

INDUSTRY  COMPOSITE 

88535 

34 

307104 

12 

-1620.1 

NM 

436912 

4 

NH 

-3.2 

2A  CARS  &  TRUCKS 

GROUP  COMPOSITE 

67970 

38 

274804 

12 

-2672.2 

NM 

412749 

4 

NH 

-5.3 

1 

GENERAL  MOTORS 

14 

27561 

21 

132429 

8 

-2620.6 

NM 

185115 

7 

NM 

-9.4 

2 

FORD  MOTOR 

23 

24088 

39 

100132 

13 

-501.8 

NM 

180545 

4 

NA 

-3.1 
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f  nun  k  uv 

MADKFT 
n  A  K  n  L  1 

m 

1000 
«4NK 

VAI  IIF 

f  A  L  U  I 

SMIl 

CHANGE 
f«OM 
IW 

SALES 

1! 

MONTHS 
1992 
SMIL 

CHANGE 
fROM 
1991 

PROFITS 

12 

MONTHS 
1992 

SMll 

CHANGE 
FROM 
1991 

ASSETS 

12 

MONTHS 
1992 
S  MIL 

CHANGE 
FROM 
1991 

RETURN 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EOUITr 

3 

CHRYSLER 

54 

13567 

188 

35501 

26 

505.0 

NM 

40653 

-6 

6.0 

6.1 

4 

PACCAR 

417 

2055 

9 

2735 

17 

65.2 

64 

2809 

3 

NA 

6.2 

5 

NAVISTAR  INTERNATIONAL 

887 

699 

-25 

4006 

14 

-120.0 

NM 

3627 

5 

NM 

NM 

2B  PARTS  &  EQUIPMENT 

CROUP  COMPOSITE 

10806 

33 

18749 

12 

493.6 

362 

14333 

-1 

8.8 

10.2 

EATON 

315 

2908 

20 

3869 

14 

137.0 

121 

3096 

0 

1 1.3 

14.5 

DANA 

414 

2070 

39 

4872 

1  1 

800 

493 

4158 

-4 

NM 

6.6 

CUMMINS  ENCINE 

506 

1538 

62 

3749 

10 

67.1 

NM 

2136 

6 

7.0 

9.0 

ECHLIN 

535 

1433 

52 

1824 

8 

70.0 

60 

1251 

3 

9.3 

10.3 

MASCO  INDUSTRIES 

839 

766 

41 

1657 

13 

38.4 

NM 

1877 

-5 

6.4 

8,1 

SUPERIOR  INDUSTRIES  INTERNATIONAL 

855 

742 

67 

325 

19 

28.6 

57 

267 

-1 

17,6 

20,9 

ARVIN  INDUSTRIES 

870 

724 

47 

1890 

13 

39.9 

85 

1152 

2 

8.1 

8,6 

MODINE  MFG. 

941 

627 

22 

562 

10 

32.6 

46 

396 

5 

12  9 

14.1 

2C  TIRE  &  RUBBER 

GROUP  COMPOSITE 

9759 

14 

13551 

8 

558.5 

139 

9830 

2 

12.0 

14.6 

1 

COODVEAR  TIRE  i  RUBBER 

167 

5211 

23 

1 1785 

8 

367.3 

393 

8564 

1 

1 1.0 

12  2 

2 

COOPER  TIRE  S  RUBBER 

305 

2996 

42 

1 175 

17 

108  2 

36 

797 

19 

21.1 

22.9 

3 

BANDAG 

499 

1552 

-7 

591 

1 

83.0 

4 

469 

6 

NA 

24.7 

3 

BANKS 

INDUSTRY  COMPOSITE 

2S684S 

41 

225407 

-4 

19724.3 

92 

2349212 

7 

12.9 

12.9 

3A  BANKS -EAST 

GROUP  COMPOSITE 

98717 

46 

115713 

-5 

8629.6 

167 

1095264 

2 

14.8 

12.9 

i  ; 

J. P.  MORGAN 

59 

12503 

14 

10231 

-1 

1382.0 

24 

102941 

-1 

30.5 

208 

2 

CHEMICAL  BANKING 

74 

10051 

77 

12174 

-14 

1086.0 

605 

138833 

-3 

NA 

12.0 

3 

CITICORP 

79 

9620 

74 

31948 

0 

722.0 

NM 

213701 

-1 

8.4 

6.3 

4 

PNC  BANK 

105 

7297 

38 

4106 

-8 

529.4 

36 

51380 

14 

NA 

1 1.3 

5 

BANKERS  TRUST  NEW  YORK 

147 

5791 

20 

6550 

-4 

761.0 

14 

72448 

13 

NA 

22  1 

i 

CHASE  MANHATTAN 

169 

5054 

51 

1 1  125 

-6 

639.0 

23 

95862 

-2 

17.0 

10  5 

7 

FLEET  FINANCIAL  GROUP 

188 

4631 

37 

4852 

9 

279.8 

187 

46938 

3 

8.3 

10.8 

8 

BANK  OF  NEW  YORK 

190 

4570 

69 

3583 

-15 

369.0 

202 

40909 

4 

10.7 

10,8 

9 

KEYCORP 

212 

4236 

95 

2239 

-2 

245.6 

31 

25457 

10 

NA 

15,4 

10 

FIRST  FIDELITY  BANCORPORATION 

246 

3687 

49 

2462 

-1 1 

313.7 

42 

31480 

4 

14,7 

15,5 

11 

STATE  STREET  BOSTON 

261 

3518 

52 

1417 

4 

160.4 

15 

16490 

10 

245 

16  8 

12 

MELLON  BANK 

263 

3508 

76 

2972 

-6 

437.0 

56 

31574 

8 

NA 

19  7 

13 

CORESTATES  FINANCIAL 

277 

3300 

36 

2134 

-17 

262.4 

15 

23699 

4 

12,0 

15.1 

14 

MBNA 

346 

2636 

41 

1 172 

3 

172.7 

16 

6455 

7 

16  5 

27,1 

IS 

REPUBLIC  NEW  YORK 

351 

2590 

23 

2341 

-8 

258.9 

14 

37146 

19 

8,9 

13  5 

16 

BANK  OF  BOSTON 

388 

2256 

61 

5292 

16 

192  1 

NM 

32346 

-1 

NA 

9,9 

17 

SHAWMUT  NATIONAL 

423 

2012 

82 

2024 

-14 

56.8 

NM 

25288 

1  1 

12  3 

5  5 

« 

MERIDIAN  BANCORP 

500 

1550 

38 

1082 

-1  1 

114.7 

7 

12208 

8 

12  9 

13  1 

INTEGRA  FINANCIAL 

510 

1526 

77 

890 

11 

113.4 

62 

10788 

22 

NA 

179 

20 

UJB  FINANCIAL 

530 

1456 

80 

1 130 

-10 

53.8 

140 

13771 

3 

8  4 

5,8 

21 

HNC  FINANCIAL 

581 

1275 

82 

1533 

-30 

103  1 

NM 

17317 

-6 

NM 

7.9 

22 

WILMINGTON  TRUST 

667 

1  100 

24 

426 

-9 

78.8 

8 

4285 

-4 

24.3 

17,0 

23 

MERCANTILE  BANKSHARES 

699 

1015 

17 

502 

-2 

76.3 

8 

5460 

5 

14.1 

13,1 

24 

FIRST  EMPIRE  STATE 

713 

985 

16 

890 

5 

97.9 

46 

9588 

5 

17.2 

16,1 

25 

MIDLANTIC 

750 

917 

211 

1353 

-32 

7.0 

NM 

1 4422 

-21 

NM 

0,4 

26 

BAYBANKS 

765 

881 

91 

91 1 

-1 1 

59  2 

514 

9907 

4 

10,9 

1 1,2 

27 

DAUPHIN  DEPOSIT 

850 

751 

37 

375 

-5 

57.2 

8 

4573 

7 

14.2 

13.5 

3B  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

66968 

28 

43298 

-4 

4371.2 

23 

479932 

4 

13.3 

13.9 

BANC  ONE 

63 

12068 

14 

5999 

12 

781.3 

32 

61417 

3 

16.5 

17.9 

NORWEST 

:  120 

6637 

31 

4628 

1 

518.4 

23 

44557 

1 1 

11.5 

18.1 

NBD  BANCORP 

\  152 

5634 

25 

3373 

-7 

338.0 

-7 

40937 

6 

13.6 

12.2 

NATIONAL  CITY 

210 

4261 

35 

2784 

-12 

346.9 

47 

28963 

-3 

14.6 

14,4 

SOCIETY 

;  230 

3925 

24 

2405 

-12 

301.2 

294 

24978 

-2 

NA 

16.3 

COMERICA 

240 

3791 

21 

2270 

-12 

226.0 

-17 

26587 

-5 

10.6 

1 1.2 
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ILS.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
RANK 

SMIl 

CHANGE 
1992 

12 

MONTHS 
1992 

CHANGE 
1991 

12 

MONTHS 
1992 

CHANGE 
1991 

12 

MONTHS 
199; 
S  MIL 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMO 
EQUITY 

7 

cinCT  f  in  f  I  f  ft 

269 

3437 

75 

4358 

-10 

-1 14.5 

NM 

49281 

1 

NA 

1.9 

8 

cicTU  Tuini\  Diurnnn 
rlrlH  IHIRD  BtnlOKP 

289 

3171 

1  7 

895 

1 

164.1 

19 

10213 

16 

15.4 

16.4 

9 

316 

2902 

44 

1 864 

-10 

1  24. 1 

-37 

23527 

13 

8.3 

19.0 

to 

BOATMEN'S  BiNCSHARES 

329 

2788 

33 

2001 

-2 

215  5 

31 

23387 

5 

12  7 

12.0 

1 1 

NORTHERN  TRUST 

358 

2523 

43 

1231 

-2 

149.5 

17 

14960 

13 

NA 

17.8 

12 

FIRST  OF  AMERICA  BANK 

369 

2387 

46 

1857 

6 

169.5 

6 

20147 

3 

11.8 

12.4 

13 

FIRSTAR 

403 

2145 

32 

1 199 

-4 

166.0 

24 

13169 

7 

15.7 

15.5 

14 

HUNTINGTON  BANCSHARES 

443 

1872 

49 

1259 

3 

139.0 

19 

13895 

13 

18.0 

15.2 

15 

OLD  KENT  FINANCIAL 

536 

1431 

32 

815 

-5 

111.1 

19 

8699 

-1 

17.9 

15.7 

16 

MARSHALL  S  ILSLEV 

542 

1405 

24 

798 

-4 

1  16.6 

17 

7850 

3 

15.9 

15.7 

17 

CONTINENTAL  BANK 

577 

1282 

58 

1765 

-23 

222  0 

NM 

22467 

-6 

NA 

14.5 

18 

STAR  BANC 

672 

1085 

29 

642 

-3 

76.1 

16 

7715 

16 

13.8 

12.8 

19 

MERCANTILE  BANCORPORATION 

687 

1039 

48 

816 

5 

85.0 

28 

9476 

17 

NA 

12.7 

20 

COMMERCE  BANCSHARES 

707 

1001 

43 

559 

-6 

71.7 

20 

7542 

1  I 

NA 

11.9 

21 

MICHIGAN  NATIONAL 

746 

921 

23 

1004 

-8 

59.8 

19 

10635 

0 

9.8 

7.5 

22 

FOURTH  FINANCIAL 

917 

662 

17 

425 

-12 

53.2 

no 

5613 

16 

13.8 

15.0 

23 

FIRST  BANCORPORATION  OF  OHIO 

963 

602 

30 

351 

-4 

50.7 

28 

3916 

4 

14.9 

14.2 

3C  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

53666 

37 

34384 

-8 

3936.9 

98 

404478 

i 

15.8 

14.0 

NATIONSBANK 

53 

13946 

35 

9941 

-14 

1145.2 

467 

118059 

7 

17.8 

15.4 

FIRST  UNION 

115 

6775 

60 

4355 

1 

515.2 

62 

51327 

1 1 

12.5 

13.3 

WACHOVIA 

139 

5937 

22 

2778 

-1 1 

433  2 

89 

33367 

1 

18.8 

16.1 

SUNTRUST  BANKS 

148 

5759 

20 

3110 

-7 

413.3 

12 

36649 

6 

16.1 

15.6 

BARNETT  BANKS 

203 

4409 

50 

3457 

-9 

207.7 

155 

39465 

3 

NA 

8.1 

CRESTAR  FINANCIAL 

488 

1604 

103 

1082 

-1 1 

79.8 

136 

12675 

7 

10.5 

8.5 

SIGNET  BANKING 

520 

1486 

84 

1041 

-20 

109.2 

NM 

12093 

8 

NA 

13.2 

SOUTHTRUST 

523 

1473 

56 

965 

3 

1  14.2 

27 

12714 

25 

13.9 

14.4 

FIRST  ALABAMA  BANCSHARES 

555 

1351 

51 

656 

0 

95.0 

21 

7881 

17 

12.7 

14.5 

AMSOUTH  BANCORPORATION 

579 

1281 

34 

830 

-8 

102.0 

27 

9751 

3 

14.8 

13.3 

FIRST  VIRGINIA  BANKS 

583 

1271 

53 

602 

2 

97.5 

40 

6841 

12 

16.9 

16.6 

CENTRAL  FIDELITY  BANKS 

606 

1220 

54 

696 

9 

78  5 

30 

8712 

28 

17.0 

13.4 

FIRST  TENNESSEE  NATIONAL 

635 

1 164 

20 

824 

-1 

89.2 

22 

8926 

2 

19.4 

18.2 

SYNOVUS  FINANCIAL 

646 

113! 

29 

595 

4 

61.2 

26 

5184 

5 

13.3 

14.7 

BB&T  FINANCIAL 

727 

962 

37 

581 

-2 

76.1 

26 

6691 

7 

14.2 

13.8 

BANPONCE 

730 

955 

32 

865 

-7 

85.1 

32 

10002 

14 

NA 

12.6 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

776 

866 

30 

608 

1 

74.4 

21 

6736 

5 

NA 

16.7 

18 

FIRST  AMERICAN 

877 

709 

31 

523 

-1 1 

42.0 

148 

6716 

5 

11.3 

9.0 

19 

FIRST  COMMERCE 

882 

704 

49 

495 

4 

72.5 

113 

6124 

23 

16.9 

19.2 

20 

LIBERTY  NATIONAL  BANCORP 

918 

662 

27 

381 

-4 

45.6 

21 

4566 

5 

14.3 

12.9 

3D  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

37494 

62 

3201  1 

2 

2786.6 

88 

369538 

24 

7.2 

10.2 

1 

BANKAMERICA 

41 

17866 

89 

15262 

24 

1492.0 

33 

180646 

56 

6.6 

10.6 

2 

WEILS  FARGO 

156 

5567 

67 

5204 

-1 1 

283,0 

NM 

52537 

-2 

5.5 

74 

3 

FIRST  INTERSTATE  BANCORP 

221 

4041 

76 

4102 

-20 

282.3 

NM 

50863 

4 

7.6 

8.5 

4 

U.S.  BANCORP 

352 

2576 

24 

1935 

-4 

208  1 

9 

20741 

10 

NA 

9.6 

5 

BANCORP  HAWAII 

541 

1406 

8 

940 

-8 

1 16.8 

4 

12713 

1  1 

18.7 

15.9 

6 

VALLEY  NATIONAL 

556 

1346 

89 

1073 

-5 

34  6 

0 

10781 

4 

6  6 

6.3 

7 

UNION  BANK 

608 

1216 

60 

1386 

-15 

102.6 

10 

16844 

-4 

NA 

9.6 

8 

FIRST  SECURITY 

676 

1072 

27 

680 

-4 

86.6 

45 

7608 

8 

14.7 

13.9 

9 

FIRST  HAWAIIAN 

742 

943 

1 1 

547 

-5 

86.9 

6 

6553 

1 

16.8 

15.5 

10 

WEST  ONE  BANCORP 

784 

849 

67 

517 

-1 

63.4 

54 

7134 

32 

14.1 

12.9 

It 

COLORADO  NATIONAL  BANKSHARES 

953 

611 

68 

365 

-7 

30  5 

181 

3119 

2 

14.3 

12.1 
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It  seems  tkat  great  reports 
on  INVESCO's  Industrial 
Income  Fund  are  coming  in  liy 
tke  koat  load.  Lipper  Analytical 
Services  rarJ?ed  tke  Fund  in  tke 
top  25  of  aD  mutual  funds  for 
tke  ten-year  period  ending 
12/31/92.  And  Investor's 
Business  Dady  included  us  in 
tkeir  Top  25  Income  Funds. 
All  tkat  on  top  of  Money 
Magazine  wkick  included  tke 
Fund  among  its  20  Superior 
Funds  for  tke  Long  Haul. 

Wkile  past  perfonnance  is 
no  guarantee  of  future  results, 
tke  Industrial  Income  Fund  kas 
provided  skarekolders  witk 
outstanding  long-term  returns. 
In  fact,  tke  Fund  kasn  't  kad  a 
losing  year  in  over  a  decade  and 
kas  paid  a  dividend  every  quarter 
since  1960. 

Tke  Industrial  Income 
Fund  is  one  of  tke  smart  ckoices 
kom  INTVT^SCO,  investment 
ad\'isers  for  over  60  years 
ana  part  o  ftke  $60kdl  ion 
I  WE  SCO  glokal  investment 
management  network.  So  if 
you're  planning  a  kfe  tkat's 
smootk  sailing,  make  tke  smart 
ckoice  and  call  for  more 
infomiation  today. 


INVESCO's  Financial 
Industrial  Income  Fund 

Aniui3li7Ml  Kcluni  TliniUKll  IXvcinbcr  31,  1992  , 


Oni:  YE/\r 

0.99% 

Thi?ee  Year 

14.22% 

FixTE  Year 

17.77% 

Ten  Year 

17.05% 

Fifteen  Yeai? 

16.20% 

TW'EN'n'  "I'EAR 

14.95% 

INVESCO 
,  FUNDS  GROUP 

Manager  ol  The  Financial  Funds 

Just  one  of  tke 
smart  ckoices  you  ve  made. 

1-800-525-8085 


nyear  period  ending  12/31/92,  Lipper  Analytical  Services  ranked  the  Fund  25th  among  all  mutual  Rinds  (799).  Investor's  Business  Daily  ranked  the  Fund  first  among  their  top  25  income  funds  for  1989-1991  as 
)2.  Money  Magazine  listing  based  in  pan  on  results  for  the  five  years  ended  10/23/92.  Total  return  assumes  reinvestment  of  all  dividend  and  apital  gain  distributions.  Investment  lemrn  and  principal  value  will 
0  diat,  when  redeemed,  an  investor's  shares  may  be  worth  more  or  less  dian  their  original  cost.  For  more  complete  information,  including  management  fees  and  expenses,  call  tor  a  prospectus.  Read  the  prospectus 
lefore  you  invest  or  send  money.  INVESCO  Funds  Group,  Inc.,  Distributoi. 


U.S.  COMPANIES  RjlNKP  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
RANK 

SMIl 

CHANGE 
FROM 

MONTHS 
$Mll 

rui  AKjr.c 

LPIAlNUC 

FliOM 

% 

MONTHS 

SMIl 

CHANGE 
FROM 

MONTHS 
SMIl 

FROM 

'% 

INVESTED 

•/.  ^ 

COMMO 

% 

4 

CHEMICALS 

INDUSTRY  COMPOSITE 

124784 

-1 

132069 

1 

4805.7 

-16 

147465 

3 

8.0 

7.9 

1 

DU  PONT 

11 

31557 

7 

37799 

-2 

975.0 

-31 

38870 

6 

5.9 

5.4 

2 

DOW  CHEMICAL 

47 

15129 

-1 

18971 

1 

276,0 

-71 

25360 

3 

5.2 

2.9 

3 

M0NS4NT0 

127 

6399 

-23 

7763 

-2 

-126.0 

NM 

9085 

-2 

NM 

-4.2 

4 

GREAT  LIKES  CHEMICAL 

157 

5560 

51 

1 496 

1  4 

232.7 

48 

1 655 

10 

23.7 

22.3 

5 

AIR  PRODUCTS  S  CHEMICALS 

171 

5030 

4 

3270 

10 

281.8 

1  2 

4503 

2 

1 1 .6 

13.6 

6 

AMERICAN  CYANAMID 

195 

4519 

-23 

5268 

6 

395  1 

10 

5739 

1 1 

13.5 

1 4.1 

1 

INTERNATIONAL  FLAVORS  &  FRAGRANCES 

211 

4241 

7 

1 1 26 

1  1 

1 76.7 

5 

1268 

4 

17.5 

16.9 

8 

ARCO  CHEMICAL 

226 

3969 

12 

3098 

9 

1 97.0 

5 

3600 

-2 

8.5 

1 1 .5 

9 

ROHM  &  HAAS 

232 

3868 

15 

3063 

1  1 

173.9 

7 

3445 

19 

8.8 

11.1 

10 

W.  R.  GRACE 

271 

3416 

-10 

551  8 

-1 

79,4 

-67 

5599 

-7 

NA 

5.0 

1 1 

ETHYL 

281 

3255 

1 1 

2975 

1  6 

269.4 

30 

9204 

16 

13.6 

19.2 

12 

MORTON  INTERNATIONAL 

285 

3232 

9 

2 1 44 

9 

1  47.2 

3 

2141 

7 

1 1 .4 

1 1 .7 

13 

HERCULES 

294 

3094 

30 

2865 

-2 

1  67.9 

77 

3228 

-7 

NA 

9.3 

14 

FREEPORT-MCMORAN 

335 

2729 

-1 1 

1655 

5 

187  8 

94 

3547 

-1 

14.7 

NA 

15 

ENGELHARD 

339 

2703 

61 

2400 

-2 

100.1 

14 

1279 

2 

14.8 

15.5 

16 

NALCO  CHEMICAL 

356 

2551 

5 

1375 

1 1 

145  0 

8 

1351 

- 

17,1 

22.5 

17 

UNION  CARBIDE 

390 

2242 

-29 

4872 

0 

1  1  9  0 

NM 

4941 

-28 

9.4 

8.6 

18 

PRAXAIR 

395 

2216 

NA 

2604 

5 

84,0 

-22 

3520 

NA 

1 1.8 

NA 

19 

LYONDELL  PETROCHEMICAL 

41  1 

2080 

14 

4805 

-16 

26.0 

-88 

1215 

-18 

1 1.8 

NM 

20 

lUBRIZOL 

416 

2062 

-7 

1552 

5 

124,6 

1 

1 1 27 

-4 

15  2 

15.2 

21 

8ETZ  LABORATORIES 

469 

1701 

5 

707 

6 

82.0 

9 

511 

7 

20.8 

25.1 

22 

LOCTITE 

493 

1587 

-5 

608 

8 

72.3 

1 

557 

5 

19,3 

18.9 

23 

B.F.  GOODRICH 

631 

1 166 

-4 

2526 

2 

-9,4 

NM 

2452 

8 

NM 

-1.7 

24 

WITCO 

642 

1 142 

13 

1729 

6 

53  9 

-27 

1812 

51 

7,7 

8.3 

25 

CROMPTON  S  XNOWLES 

655 

1 120 

19 

518 

15 

43,3 

20 

362 

23 

19.5 

25.6 

26 

FERRO 

762 

894 

14 

1098 

4 

58,8 

NM 

697 

4 

14.3 

NA 

27 

A.  SCHULMAN 

777 

863 

-10 

727 

3 

43,4 

3 

412 

7 

14.9 

15.2 

28 

OLIN 

786 

846 

-14 

2376 

4 

54  3 

NM 

2030 

1 

6,3 

6.6 

29 

IMC  FERTILIZER  GROUP 

796 

832 

-38 

966 

-12 

69.7 

-25 

1844 

-2 

7.3 

11.1 

30 

GEORGIA  GULF 

824 

796 

-8 

779 

-7 

46.3 

-25 

419 

1 

35.5 

NM 

31 

WELLMAN 

879 

707 

-23 

828 

3 

52.3 

12 

995 

15 

9,1 

1 1,0 

32 

CABOT 

881 

706 

-3 

1568 

7 

57.5 

35 

1490 

-5 

8,6 

14.1 

33 

M.A.  HANNA 

895 

690 

17 

1330 

16 

26.2 

NM 

1 178 

13 

6.2 

6.6 

34 

INTERNATIONAL  SPECIALTY  PRODUCTS 

908 

674 

-48 

571 

9 

57.2 

13 

1061 

0 

NA 

NA 

35 

DEXTER 

XT) 

14 

951 

1 

38.2 

NM 

782 

0 

10.6 

12.1 

36 

LAWTER  INTERNATIONAL 

978 

586 

5 

168 

10 

27.0 

2 

187 

5 

20,1 

20.9 

5 

CONGLOMERATES 

INDUSTRY  COMPOSITE 

132724 

17 

168553 

3 

7042.2 

34 

373518 

10 

12.4 

13.2 

1 

GENERAL  ELECTRIC 

4 

73353 

10 

62200 

3 

4725.0 

7 

192876 

16 

19.8 

20.7 

2 

ALUEDSIGNAL 

81 

9400 

39 

12042 

2 

535,0 

NM 

10756 

4 

13.3 

15.3 

3 

ITT 

83 

9242 

26 

21645 

6 

-260,0 

NM 

58319 

12 

2.8 

-4.1 

4 

ROCKWELL  INTERNATIONAL 

131 

6220 

5 

10838 

-6 

4875 

-16 

9312 

1 

14,7 

17,7 

5 

TENNECO 

142 

5868 

21 

13139 

-2 

233  0 

NM 

18022 

-6 

NA 

7,4 

6 

TEXTRON 

242 

3787 

18 

8344 

7 

324,1 

8 

18367 

17 

6  5 

10,5 

7 

TRW 

.  243 

3744 

40 

831  1 

5 

194.0 

NM 

5458 

-3 

10.0 

10.7 

8 

HOUSEHOLD  INTERNATIONAL 

327 

2814 

33 

2750 

2 

190  9 

27 

31 104 

3 

NA 

iO.2 

9 

HARCOURT  GENERAL 

341 

2689 

65 

3776 

5 

119.0 

NM 

5287 

-15 

9.4 

12.9 

10 

PALL 

413 

2071 

-12 

697 

4 

78.3 

-4 

819 

2 

16,0 

15,6 

11 

DIAL 

428 

1994 

0 

3389 

-3 

28.0 

158 

3266 

-9 

4.0 

4.7 
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{  me  is  racing  by.  You  pass  it,  or  it  passes  you.  You  enjoy  it, 

j  r  it  consumes  you.  Don't  wait  for  time,  go  after  it.  Seize  the  day, 

I  le  moment.  Go  where  you  need  to  go,  last,  vigorously,  easily, 

1  Swissair.  Convenient  departures,  no-fuss  connections  via  Zurich 
I  'Geneva  to  more  than  100  cities  worldwide.  For  reservations, 

ill  your  travel  agent  or  Swissair  at  800-221-4750. 

vissair.  Time  is  everything. 


"Passage" 
by  John  Home!. 
Part  of  Swissair's 
Time  &  Motion 
Series. 

An  exhibit. 


COMPANIES  lUPED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

SMIl 

CHANGE 
F80M 
1992 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAPITAl 

X 

ON 
COMMOK 
EQUITY 

% 

12 

ILCO  STANDARD 

431 

1963 

18 

5217 

14 

109.2 

33 

2600 

34 

NA 

12.7 

13 

WHITMAN 

495 

1580 

2 

2388 

0 

92.1 

15 

2102 

-6 

10.6 

19.1 

14 

PREMARK  INTERNATIONAL 

525 

1472 

-3 

2946 

5 

4.6 

-96 

201 1 

1 

1.0 

0.7 

15 

PENN  CENTRAL 

578 

1281 

17 

1797 

8 

62.1 

-2 

3531 

4 

NA 

4,4 

16 

COLTEC  INDUSTRIES 

602 

1231 

NA 

1369 

0 

64.7 

NM 

818 

0 

NA 

NM 

17 

TELEDVNE 

653 

1122 

-23 

2888 

-10 

45.9 

NM 

1536 

-11 

8.5 

10.4 

18 

OODEN 

703 

1008 

2 

1769 

13 

60.8 

6 

2971 

4 

5.5 

12.5 

19 

VALHI 

898 

683 

0 

799 

2 

-4.5 

NM 

977 

-5 

NM 

-1.3 

20 

ITEL 

940 

627 

5 

1682 

0 

-59.8 

NM 

2595 

-18 

NA 

-26.4 

21 

PITIWAV 

989 

575 

14 

568 

10 

12.5 

185 

791 

9 

NA 

2.9 

6 

CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE 

308282 

2 

231383 

9 

17080.4 

24 

227592 

6 

15.1 

23.3 

6A  APPAREL 

GROUP  COMPOSITE 

22940 

9 

18589 

16 

1411.6 

17 

1  2593 

14 

18.5 

21.3 

1 

NIKE 

159 

5338 

-1 

3690 

15 

351.9 

15 

2074 

19 

24.8 

24.0 

2 

FRUIT  OF  THE  LOOM 

265 

3494 

40 

1855 

14 

188,5 

70 

2282 

8 

15.1 

22.2 

3 

VF 

286 

3228 

34 

3824 

30 

241.1 

49 

2712 

28 

16.9 

22.8 

4 

REEBOK  INTERNATIONAL 

300 

3038 

2 

3023 

1 1 

1  14,8 

-51 

1345 

-5 

NA 

13.7 

5 

LIZ  CLAIBORNE 

307 

2959 

-14 

2194 

9 

218.8 

-2 

1 166 

9 

22.8 

22,8 

6 

RUSSELL 

563 

1316 

-12 

899 

12 

82,2 

45 

965 

18 

12,2 

14.4 

7 

STRIDE  RITE 

71 1 

993 

-32 

586 

2 

61,5 

-7 

384 

15 

22.5 

22.7 

8 

PHILLIPS-VAN  HEUSEN 

844 

763 

69 

1002 

13 

36.7 

32 

519 

17 

12.9 

16.8 

9 

JONES  APPAREL  GROUP 

935 

635 

-1 1 

437 

31 

41.3 

21 

185 

43 

31.6 

32.4 

10 

WARNACO  GROUP 

975 

591 

38 

625 

1 1 

47.6 

NM 

630 

16 

NM 

34.1 

11 

JUSTIN  INDUSTRIES 

980 

585 

135 

453 

23 

27.1 

221 

331 

4 

12.4 

18.9 

6B  APPLIANCES  &  HOME  FURNISHINGS 

GROUP  COMPOSITE 

20118 

26 

25122 

9 

792.2 

61 

20532 

1 

8.8 

10.6 

1 

MASCO 

174 

4996 

25 

3525 

12 

183.1 

308 

3987 

5 

7  4 

9.7 

2 

WHIRLPOOL 

250 

3659 

23 

7301 

8 

205.0 

21 

6118 

-5 

10.9 

12.8 

3 

CIRCUIT  CITY  STORES 

367 

2394 

58 

3075 

17 

93.5 

54 

1369 

14 

16.5 

18.7 

4 

MAYTAG 

526 

1472 

-25 

3041 

2 

-8  4 

NM 

2501 

-1 

NM 

-1.4 

5 

SUNBEAM-OSTER 

527 

1470 

NA 

967 

9 

65.6 

38 

1092 

27 

111 

12.4 

6 

LEGCEIT  S  PLATT 

538 

1417 

87 

1 170 

8 

62,5 

59 

678 

3 

12,9 

15.1 

7 

ARMSTRONG  WORLD  INDUSTRIES 

601 

1239 

5 

2550 

5 

-61,6 

NM 

2014 

-6 

NM 

-13.8 

8 

HEILIG-MEYERS 

731 

955 

57 

623 

28 

35,2 

46 

721 

23 

9,9 

12.0 

9 

INTERCO 

892 

694 

0 

1520 

5 

142,0 

NM 

1220 

-2 

23  7 

48.9 

10 

KIMBALL  INTERNATIONAL 

920 

656 

31 

678 

23 

33,4 

12 

433 

9 

10.5 

10.3 

11 

8ASSETT  FURNITURE  INDUSTRIES 

965 

600 

69 

473 

18 

27.5 

39 

319 

9 

10.0 

10.0 

12 

BED  BATH  g  BEYOND 

995 

565 

NA 

199 

NA 

14.4 

NA 

80 

NA 

NA 

29.3 

6C  BEVERAGES 

GROUP  COMPOSITE 

110646 

7 

56039 

12 

4400.9 

17 

54821 

10 

15.6 

23.5 

COCA-COLA 

6 

56261 

7 

13074 

13 

1883.8 

16 

10727 

10 

35.7 

41.0 

PEPSICO 

10 

33050 

32 

21970 

14 

1301.7 

21 

20932 

1 1 

11.8 

20.0 

ANHEUSER-BUSCH 

50 

14805 

-5 

11394 

4 

994.2 

6 

10283 

3 

15.5 

21.5 

BROWN-FORMAN 

398 

2191 

6 

1379 

15 

155.2 

9 

1312 

16 

17  4 

19  9 

COCA-COLA  ENTERPRISES 

450 

1811 

2 

5127 

31 

-15.0 

NM 

8085 

21 

NM 

-1.0 

OR  PEPPER/SEVEN-UP 

689 

1037 

NA 

659 

10 

-8  4 

NM 

810 

3 

NM 

NM 

UNIVERSAL  FOODS 

767 

879 

3 

887 

5 

53.7 

-8 

706 

4 

13.0 

13.6 

8 

ADOIPH  COORS 

955 

61 1 

-15 

1551 

1 

35.7 

131 

1966 

1 

NA 

3.2 
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TANDY 


KM 

MICROSOFT® 
WINDOWStm 

readvtorun 


L 

1 

liimmmiiiimiimiiimi  ^  ^  /=^/T^ 

,  1 

i 

le  Tandy  Sensation  is  the  PC-compatible  that's  more  than  just  a  PC.  It  talks  to  you, 

th  text-to-speech  conversion  and  a  built-in  voicemail  nnessaging  system — there's  even  a 
lilt-in  send  fax/modem.  It  fascinates  you,  with  new  CD  technology,  brilliant  photo-quality 
aphics,  live-action  animation  and  digital  stereo  sound.  It  enriches  you,  with  included 
inMate™  multimedia  software  and  a  CD  reference  library  complete  with  encyclopedia  that  can 
cw  you  better  ways  to  live  and  learn. 

THE    TANDY    SENSATION    IS    AVAILABLE  AT 


Radio/haeli 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
°  RANK 

CHANGE 
FROM 
1992 

12 

MONTHS 
1992 

Smh 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

1! 

MONTHS 
1992 
SMll 

CHANGE 
FROM 
1991 

% 

ON 
INVESTED 
CAPITAI 

ON 
COMM( 
EOUIT 

6D  PERSONAL  CARE 

GROUP  COMPOSITE 

73360 

14 

52785 

9 

3483.7 

20 

40372 

6 

16.1 

24.1 

1 

PROCTER  &  GAMBLE 

8 

36501 

9 

30368 

8 

1834.0 

3 

23881 

1 

14.9 

23.0 

2 

GILLETTE 

56 

13096 

25 

5163 

10 

513.4 

20 

4180 

18 

25  1 

36.6 

3 

COLGtTE-PilMOLIVE 

72 

10219 

61 

7007 

16 

477.0 

282 

5732 

33 

14,5 

7j.a 

4 

AVON  PRODUCTS 

198 

4495 

34 

3810 

6 

175.0 

-17 

1820 

3 

NA 

71.7 

5 

CLOROX 

348 

2620 

3 

1758 

5 

122.0 

102 

1551 

1 

12.2 

14.6 

6 

TiMBRiNDS 

372 

2356 

-10 

684 

4 

122.4 

55 

372 

-3 

72.9 

73.5 

7 

ECOLiB 

634 

1 165 

12 

1005 

9 

64.3 

15 

830 

-10 

15.3 

17  8 

8 

BLOCK  DRUG 

738 

947 

-6 

615 

12 

61.5 

9 

712 

15 

12.2 

12.7 

9 

ALBERTO-CULVER 

:  873 

717 

5 

1 114 

20 

37.9 

20 

583 

4 

12.3 

13,4 

10 

STANHOME 

925 

651 

-1 

744 

5 

46.7 

4 

449 

4 

19.3 

18,5 

11 

CHURCH  S  DWIGHT 

972 

592 

4 

516 

6 

295 

1 1 

262 

7 

18.4 

19.1 

6E  TOBACCO 

CROUP  COMPOSITE 

81219 

-16 

78848 

5 

6992.1 

29 

99273 

4 

15.3 

26.8 

PHILIP  MORRIS 

5 

58038 

-16 

50095 

4 

4939.0 

26 

50014 

6 

20.7 

39.3 

RJR  NABISCO  HOLDINGS 

80 

9503 

-15 

15734 

5 

776.0 

1 1 1 

32041 

0 

7.0 

9.2 

AMERICAN  BRANDS 

113 

6842 

-23 

8840 

6 

883.8 

10 

15221 

11 

15  4 

19.6 

USI 

144 

5858 

2 

1044 

15 

312.6 

18 

668 

6 

66,2 

66.2 

UNIVERSAL 

720 

979 

6 

3134 

8 

80.7 

15 

1330 

1 

21.1 

23.1 

2 

CONTAINERS 

PACKAGING 

INDUSTRY  COMPOSITE 

1  7075 

2 

24769 

4 

605.2 

2 

35550 

4 

6.2 

6.6 

7A  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

S613 

12 

9631 

3 

315.0 

74 

9364 

2 

10.0 

14.1 

1 

CROWN  CORK  S  SEAL 

276 

3302 

26 

3781 

-1 

155.4 

21 

3152 

8 

12.6 

13.4 

2 

OWENS-ILLINOIS 

549 

1383 

-7 

3672 

4 

96.7 

NM 

4648 

-4 

9,1 

18.7 

3 

BALL 

744 

928 

-5 

2178 

8 

62,9 

0 

1564 

9 

8,9 

11.0 

7B  PAPER 

GROUP  COMPOSITE 

11462 

-3 

15138 

5 

290.2 

-30 

26187 

5 

4.7 

3.6 

TEMPLE-INLAND 

338 

2707 

-7 

2713 

8 

146.9 

6 

10766 

7 

6.9 

9.1 

SONOCO  PRODUCTS 

405 

2135 

25 

1838 

8 

81.3 

-14 

1247 

10 

12.4 

14.5 

BEMIS 

;  568 

1304 

15 

1181 

3 

57.3 

8 

743 

4 

12.7 

15.9 

ST.  JOE  PAPER 

589 

1262 

3 

592 

2 

15.6 

-43 

1387 

1 

2  3 

19 

STONE  CONTAINER 

657 

1118 

-43 

5521 

3 

-170.5 

NM 

6682 

-3 

NM 

-13,8 

FEDERAL  PAPER  BOARD 

673 

1085 

-10 

1461 

2 

82.6 

0 

2545 

3 

6.7 

NA 

LONCVIEW  FIBRE 

717 

982 

19 

694 

8 

33,3 

74 

921 

0 

6.8 

8.7 

8 

RIVERWOOD  INTERNATIONAL 

774 

869 

NA 

1 138 

13 

43.8 

-6 

1897 

35 

5.9 

8.7 

8 

DISCOUNT  & 

FASHION 

RETAILING 

INDUSTRY  COMPOSITE 

227562 

18 

305316 

12 

6009.3 

-4 

246618 

11 

8.7 

9.0 

WAL-MART  STORES 

3 

75275 

23 

55484 

26 

1994.8 

24 

20961 

33 

17.5 

24.8 

HOME  DEPOT 

30 

21043 

62 

7148 

39 

362,9 

46 

3932 

57 

12.8 

16.7 

SEARS,  ROEBUCK 

39 

18296 

16 

52345 

3 

-2566.8 

NM 

1 1 1664 

8 

NM 

-19.9 

TOYS  US 

67 

1 1548 

17 

7169 

17 

437,5 

29 

5578 

13 

12,5 

14.0 

KMART 

75 

10007 

-1 

38124 

9 

941,0 

10 

19477 

17 

10,7 

13.9 

J.C.  PEhNEY 

78 

9693 

34 

18009 

1 1 

777.0 

194 

13849 

7 

12  2 

17.7 

THE  LIMITED 

82 

9243 

-6 

6944 

13 

455.5 

13 

4082 

15 

15.9 

22.3 

8 

MAY  DEPARTMENT  STORES 

84 

921 1 

28 

1 1 150 

5 

603  0 

17 

8545 

-2 

14,1 

20.8 
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We  all  share  the  same  goals  in 
business  and  in  life.  Security. . . 
protection . . .  trust.  Wlwt  every 
man,  woman  and  child  seeks  from 
birth.  Wlmt  we  at  The  Travelers 
have  been  dedicated  to  providing 
for  129  years. 

Wliether  it's  through  the 
personal  care  of  one  of  America's 
largest  healthcare  networks;  or  the 
innovation  of  a  property  casualty 
pvvgram  that  lias  helped  save 
American  business  over  $300  mil- 
lion; or  through  a  pensioji  and 
retirement  plan  that  is  safeguard- 
ing the  dreams  of  10  million  work- 
ers, retirees  and  their  families,  we 
make  a  difference  in  people's  lives. 


Line  500  as  our  customers^ 
ess  is  still  personal. 


A  difference  backed  by  over 
$50  billion  in  assets  and  the 
knowledge  that  every  customer 
is  our  most  important  one. 

Thelravelers 

AMERICA'S  UMBRELLA' 


Is.  COHP&HIES  RANKED  BT  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

"Of 

IDOD 

)992 

KONTHS 
1??2 

Cr.i.NS: 

MONTHS 
'992 
i 

fSOK 

'.99i 

CHANGE 

^99^ 

On 
CAPI7A1 

ON 
COK.MC 

SOU  IT 

9 

DITION  HUDSON 

150 

5654 

19 

17275 

10 

326.0 

-5 

10728 

3 

9.1 

13.3 

10 

HEIVILLE 

168 

5106 

-1 

10433 

6 

156.0 

-55 

4214 

3 

9.0 

8.0 

DIUABD  DtPltTMENT  STOBES 

170 

5035 

7 

4883 

17 

236.4 

15 

4107 

17 

9.6 

13.8 

THE  QkP 

183 

4766 

-26 

2960 

18 

210.7 

-8 

1297 

19 

23.8 

25.7 

,3 

WOOLWOeiH 

231 

3868 

9962 

0 

280.0 

NM 

4592 

2 

14.1 

13.6 

14 

NOCDSTeOH 

330 

2787 

-13 

3422 

8 

136.6 

1 

2051 

0 

11.5 

13.6 

,5 

1UI020NE 

331 

2784 

11 

1039 

20 

67.8 

38 

537 

28 

21.7 

22.2 

16 

FEDEeiTED  DEPiSTHENT  STORES 

359 

2521 

123 

7080 

2 

132.7 

NM 

6829 

8 

NA 

6.4 

,7 

COSTCO  WHOLESALE 

364 

2416 

-43 

6895 

23 

115.6 

26 

1812 

36 

10.9 

14.0 

18 

QVC  NETWOBK 

371 

2375 

403 

1071 

16 

56.6 

160 

700 

-2 

14.4 

13.7 

19 

TJI 

380 

2302 

84 

3261 

18 

104.0 

48 

1305 

18 

18.0 

32.7 

20 

LOWES 

386 

2262 

56 

3846 

26 

84.7 

NM 

1604 

17 

10.2 

1 1.7 

2, 

CHiSHING  SHOPPES 

475 

1662 

8 

1179 

15 

81.1 

39 

709 

7 

17.4 

18.0 

22 

PPICE 

482 

1617 

-34 

7642 

8 

125.4 

-9 

2157 

3 

10.4 

14.9 

23 

PEP  BOrS-HANNT.  HOE  i  JACl 

508 

1532 

33 

1127 

16 

51.8 

44 

899 

8 

9.5 

10.5 

24 

HEPCANIILE  STORES 

558 

1340 

-7 

2732 

12 

86.8 

-24 

2050 

18 

6.3 

7.1 

25 

KOHL'S 

566 

1309 

MA 

1097 

18 

28.7 

52 

445 

27 

12.2 

13.8 

26 

PETPIE  STORES 

617 

1187 

13 

1398 

4 

10.8 

35 

926 

2.3 

1.7 

11 

CHL  CROUP 

643 

1137 

84 

581 

45 

48.9 

64 

337 

66 

30.2 

36.2 

PiMILr  DOLLAR  STORES 

645 

1131 

10 

1199 

17 

579 

31 

500 

15 

20.4 

20.4 

\l 

SERVICE  MERCHANDISE 

662 

1111 

27 

3713 

9 

84J 

11 

1942 

8 

17.2 

82.7 

SPIEGEL 

679 

1066 

46 

1  Z 

OT-  1 

fit 

1 662 

0 

6.7 

8.9 

EDISON  BROTHERS  STORES 

735 

950 

20 

1478 

8 

64.8 

6 

924 

10 

14.5 

15.9 

FINCERHUT 

754 

912 

25 

1606 

12 

61.8 

15 

926 

15 

12  9 

15.5 

CONSOLIDATED  STORES 

792 

836 

23 

929 

20 

37.1 

84 

419 

22 

15.0 

20.0 

DOLLAR  GENERAL 

801 

829 

62 

921 

22 

35.6 

65 

358 

20 

18.7 

18.4 

FRED  HETER 

841 

763 

23 

2854 

6 

60.6 

34 

1133 

10 

NA 

13.1 

HERRT-CO-ROUND  ENTERPRISES 

857 

739 

30 

878 

15 

38.0 

67 

408 

22 

NA 

17.2 

HOHE  SHOPPING  NETWORK 

869 

725 

-1 

1072 

-1 

30.1 

NM 

530 

-9 

12.2 

16.9 

DUTY  FREE  INTERNATIONAL 

922 

654 

-36 

365 

4 

30.4 

-3 

129 

-20 

NA 

13.5 

BURLINGTON  COAT  FACTORT 

924 

653 

63 

1120 

17 

40.8 

26 

576 

9 

12.8 

14.8 

NEIHAN  MARCUS  CROUP 

948 

616 

23 

1929 

10 

47.1 

NM 

1272 

7 

78 

146.4 

VALUE  CITY  DEPARTMENT  STORES 

964 

601 

10 

776 

8 

36  0 

21 

352 

34 

NA 

24.2 

9 

ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

129437 

32 

123615 

4 

6359.0 

78 

115722 

9 

10,9 

11.3 

9A  ELECTRICAL  PRODUCTS 

CROUP  COMPOSITE 

32565 

2 

30906 

-9 

1  724.4 

839 

32232 

8 

11.4 

11.3 

1 

EMERSON  ELECTRIC 

58 

12885 

8 

7873 

6 

673.5 

6 

8021 

22 

17.6 

18.1 

2 

COOPER  INDUSTRIES 

141 

5880 

-B 

6159 

0 

361.3 

-8 

6874 

-2 

8.9 

8.8 

3 

WESTINGHOUSE  ELECTRIC 

189 

4585 

-32 

8447 

-34 

348.0 

NM 

10398 

1 

11.2 

8.0 

RAYCKEM 

455 

1765 

28 

1362 

7 

-13,3 

NM 

1350 

2 

-1.9 

-1.9 

5 

HUBBELL 

481 

1622 

-3 

786 

4 

94.1 

4 

817 

19 

17.2 

17.2 

6 

NATIONAL  SERVICE  INDUSTRIES 

570 

1301 

3 

1667 

4 

75.1 

196 

1093 

7 

10.7 

10.9 

7 

THOMAS  &  BETTS 

596 

1250 

17 

1051 

86 

50.9 

5 

1117 

86 

NA 

11.0 

8 

AMERICAN  POWER  CONVERSION 

639 

1153 

63 

157 

68 

27.8 

78 

98 

69 

36.7 

36.6 

9 

RELIANCE  ELECTRIC 

810 

815 

NA 

1553 

2 

48.0 

41 

1147 

0 

9.8 

9.3 

10 

COLEMAN 

871 

722 

19 

492 

19 

28.1 

92 

350 

NA 

13.1 

14.2 

11 

HAGNETEK 

976 

589 

87 

1360 

16 

30.9 

-10 

965 

23 

8.9 

20.1 

9B  ELECTRONICS 

CROUP  COMPOSITE 

37496 

44 

50893 

6 

1696.9 

-9 

45723 

6 

8.1 

8.0 

1 

MOTOROLA 

45 

16159 

62 

13303 

17 

576.0 

27 

10629 

13 

10.8 

11.2 

2 

RAYTHEON 

103 

7348 

22 

9058 

-2 

635,1 

7 

6-70 

-1 

17.9 

17.0 
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KNOWLEDGE 
IS  POWER. 


In  the  in\  cstment  banking  world,  there  are 
many  definitions  of  power.  Some  firms 
assert  themselves  with  capital.  Some  see 
strength  in  numbers.  Still  otliers  strive  to 
be  all  things  to  all  people. 

At  Alex.  Brown  &  Sons,  we  believe  that 
knowledge  is  the  source  of  power. 

Reliance  on  knowledge  is  apparent  in 
all  that  we  do.  To  gain  knowledge,  we 
concentrate  our  resources  on  a  limited 
number  of  industries  —  technology, 
health  care,  consumer,  environmental, 
media  and  communications  services, 
transpKjrtation,  and  financial  services. 
Our  distinctive  competence  in  each 
sector  is  characterized  by  broad  and 
deep  industry  knowledge  and  firmwide 
coordination  of  resources. 

In  our  relationships  with  clients  — 


whether  individual,  institutional,  corporate 
or  municipal  —  our  top  priority  is 
understanding  their  needs  and  using  our 
collective  knowledge  to  meet  those  needs. 

Knowledge  provides  the  foundation  for 
serving  our  clients.  From  our  undervvTiting 
of  one  of  the  nation's  first  equity  issues,  to 
our  work  today  for  many  companies  ranked 
in  The  Business  Week  1000,  we  strive  to 
deliver  the  most  creative  ideas  and  the 
most  effective  solutions. 

Superior  knowledge  is  the  basis  for  our 
performance  orientation.  Our  primary 
objective,  simply  put,  is  to  make  money 
for  our  clients. 

Relying  on  knowledge  is  an  age-old 
concept.  At  .America's  oldest  investment 
bank,  we're  proving  that  old  doesn't  have 
to  be  old-fashioned. 


Alex.  Brow  &  Sons 

INCORPORATED 


Two  Centuries  of  Solutions 


p.  COMPANIES  RANKED  BY  INDUSTRY 


I 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 

nm 

SMIl 

CHANGE 
FROM 
19?! 

% 

MONTHS 
1992 

SMIL 

CHANGE 
FROM 
1991 

\ 

12 
MONTHS 
1992 

SMll 

CHANGE 
FSOM 
1991 

12 

MONTHS 
1992 

SMIl 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAPITAl 

ON 
COMMC 

Eouir 

3 

LORAL 

iOA 

2145 

106 

3155 

10 

155.7 

39 

3116 

24 

9.6 

11.6 

4 

CM  HUGHES  ELECTRONICS 

NR 

2120 

39 

12169 

6 

-49  5 

NM 

14021 

8 

NM 

-0.7 

5 

LITTOH  INDUSTRIES 

412 

2074 

9 

5592 

2 

176.8 

158 

4621 

-9 

11.4 

12.6 

6 

OENERiL  INSTRUMENT 

419 

2030 

NA 

1075 

16 

-41.4 

NM 

1728 

-3 

NM 

-14.2 

7 

HARRIS 

540 

1415 

15 

3059 

2 

101.6 

13 

2432 

1 

8.4 

9.3 

8 

SENSORMiTIC  ELECTRONICS 

565 

1312 

83 

NA 

NA 

NA 

NA 

796 

NA 

NA 

NA 

9 

E-SVSIEMS 

587 

1266 

15 

2095 

5 

109.0 

0 

1254 

17 

13.4 

13.3 

10 

ViRliN  iSSOCIlTES 

800 

830 

7 

1275 

-7 

37.6 

-29 

846 

-3 

8  3 

8  9 

1 1 

QUALCOHH 

825 

796 

70 

112 

16 

-4.1 

NM 

1  1  1 

3 

NM 

-6.0 

9C  INSTRUMENTS 

GROUP  COMPOSITE 

12917 

7 

1  7807 

8 

831.2 

23 

14429 

12 

12.0 

14.3 

HONEYWELL 

204 

4400 

-13 

6223 

0 

399.9 

21 

4932 

8 

17.8 

19  7 

JOHNSON  CONTROLS 

442 

1893 

23 

5452 

18 

129.2 

31 

3054 

8 

9.6 

118 

THERMO  ELECTRON 

545 

1398 

29 

949 

18 

60.6 

29 

1818 

52 

6.6 

9  9 

PERKIN-ELMER 

599 

1243 

10 

960 

10 

63  6 

NM 

814 

4 

22  4 

20  4 

THERMO  INSTRUMENT  SYSTEMS 

638 

1153 

82 

423 

25 

33.1 

33 

719 

50 

8.7 

12.3 

MILLIPORE 

837 

770 

-22 

777 

2 

39,9 

-27 

787 

1 

8,3 

8  8 

TEKTRONIX 

858 

737 

47 

1344 

3 

16.7 

-63 

961 

4 

4.0 

3.4 

8 

BECKMIN  INSTRUMENTS 

899 

683 

1 1 

909 

6 

43.8 

15 

738 

4 

10.5 

12.3 

9 

iMETEK 

931 

640 

-14 

770 

8 

44.4 

17 

605 

1 

14.3 

20.0 

9D  SEMICONDUCTORS 

GROUP  COMPOSITE 

46459 

66 

24010 

15 

2106.5 

149 

23339 

15 

14.2 

15.1 

1 

INTEL 

22 

24094 

90 

5844 

22 

1066.5 

30 

8089 

29 

19.5 

19.6 

2 

iMP 

133 

6163 

-5 

3337 

8 

290.0 

12 

3005 

0 

15,5 

14.9 

3 

TEXAS  INSTRUMENTS 

180 

4822 

70 

7440 

10 

247.0 

NM 

5185 

4 

9,7 

12.4 

4 

ADVANCED  MICRO  DEVICES 

418 

2041 

42 

1514 

23 

245,0 

69 

1448 

12 

24  4 

22  4 

5 

MOLEX 

434 

1953 

12 

818 

1 1 

71.3 

13 

853 

10 

10,3 

10.4 

6 

NATIONAL  SEMICONDUCTOR 

612 

1202 

8 

1858 

12 

99  2 

NM 

1320 

24 

12.5 

1 1.6 

7 

MICRON  TECHNOLOGY 

704 

1005 

42 

525 

15 

8.7 

-42 

730 

3 

2.0 

1.7 

8 

ANALOG  DEVICES 

785 

848 

83 

587 

10 

24,0 

583 

562 

12 

6.5 

6.4 

9 

READ-RITE 

802 

824 

45 

461 

114 

55.4 

102 

502 

110 

13.5 

15.4 

to 

LINEAR  TECHNOLOGY 

812 

814 

32 

132 

24 

29  9 

45 

174 

31 

20,9 

21.0 

It 

XILINX 

814 

805 

28 

163 

25 

22,8 

0 

150 

9 

19.9 

20.3 

t2 

ADEPTEC 

915 

666 

118 

274 

106 

42  0 

307 

257 

110 

19.1 

20.5 

t3 

SOLECTRON 

926 

650 

74 

438 

38 

14  8 

32 

328 

79 

8.1 

14.1 

t4 

LSI  LOGIC 

991 

573 

75 

617 

-12 

-110  2 

NM 

736 

-2 

NM 

-55.7 

10 

FOOD 

INDUSTRY  COMPOSITE 

172535 

9 

297486 

4 

7614.5 

-11 

137877 

7 

12.7 

18.3 

lOA  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

8308 

11 

33617 

6 

456.2 

3 

9858 

26 

9.1 

13.8 

1 

SYSCO 

181 

4781 

16 

9343 

10 

179.7 

1 1 

2473 

9 

12.3 

15.4 

2 

SUPERVALU 

379 

2302 

18 

1 1343 

10 

162.1 

-22 

4269 

65 

8.0 

14.9 

3 

FLEMING 

605 

1225 

8 

12931 

0 

114.5 

58 

31 16 

5 

7.9 

10.9 

lOB  FOOD  PROCESSING 

GROUP  COMPOSITE 

132582 

12 

139679 

6 

5781.3 

-12 

90429 

7 

14.0 

17.6 

t 

KELLOGG 

46 

15722 

15 

6191 

7 

682.8 

13 

4015 

2 

26.5 

29.2 

2 

SARA  LEE 

51 

14591 

20 

13965 

10 

669  8 

-6 

9948 

2 

14.7 

20.1 
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when  a  customer  needs 
sunroofs  in  136  minutes, 
Rockwell  responds  just  in  time. 


Customer  responsiveness 

has  made  us  a  leading 
sunroof  supplier  worldwide. 


lust-in-time  manufacturing  and 
delivery  of  sunroof  systems  in  136 
minutes,  instead  of  two  weeks,  is 
one  example  of  the  performance 
that's  earned  Rockwell  100  quality 
and  service  awards  from  car  and 
truck  manufacturers  in  the  last 
three  years. 

A  restless  dissatisfaction  with 
the  status  quo  drives  Rockwell 
people  to  seek  better  ways  to  help 
all  their  customers  succeed. 
Whether  it's  enabling  newspapers 


to  print  more  pages  in  color 
Engineering  fax  modems  that  can 
run  for  two  million  hours  without 
failure.  Or  cutting  the  cost  of  NASA's 
Space  Shuttle  operations  and  main 
engines  by  over  20  percent. 

Rockwell's  customers  face 
diverse  challenges.  Consistently 
responding  to  their  needs  with 
innovative  solutions  makes  us  a 
leader  in  the  Electronics, 
Aerospace,  Automotive  and 
Graphics  markets  we  serve. 


Rockwell  international 


ELECTRONICS  /  AEROSPACE   /  AUTOMOTIVE  /  GRAPHICS 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

SMIl 

CHANGE 
fllOM 
1?92 

12 

MONIHS 

tm 

SMIl 

CHANGE 
FROM 
1991 

% 

12 

MONIHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONIHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAPITAl 

% 

ON 
COMM 

EQun 
% 

3 

GENERAL  MIUS 

65 

11738 

7 

7985 

7 

532.9 

8 

4679 

10 

22.4 

38.; 

^ 

H.J.  HEINZ 

68 

11233 

20 

6937 

6 

606.0 

-7 

6823 

1 1 

20.7 

23.< 

CAMPBELL  SOUP 

69 

10943 

18 

6454 

5 

241.4 

-46 

4581 

5 

1 1.1 

12.7 

ARCHER  DANIELS  MIDLAND 

91 

8533 

-3 

9555 

9 

529.1 

6 

7931 

14 

10.0 

1 1.; 

CPC  INTERNATIONAL 

104 

7344 

17 

6599 

7 

430.6 

7 

5171 

15 

NA 

26.C 

CONAGRA 

118 

6668 

5 

21504 

3 

393.8 

1  1 

1 1218 

5 

1 1.7 

16.; 

RALSTON  PURINA 

164 

5247 

-1 1 

7901 

6 

326.0 

-16 

5071 

6 

16.2 

86.7 

10 

QUAKER  OATS 

175 

4985 

4 

5705 

2 

281.5 

10 

2783 

-2 

21.9 

40.1 

HERSHEV  FOODS 

176 

4904 

32 

3220 

1 1 

242.6 

1 1 

2673 

14 

15.8 

17.1 

WM.  WRIOLEV  JR. 

225 

3972 

40 

1287 

12 

148.6 

15 

71  1 

14 

29.9 

29.( 

,3 

TYSON  FOODS 

236 

3825 

59 

4295 

8 

168.1 

13 

3170 

22 

9.9 

13.7 

14 

BORDEN 

251 

3656 

-23 

7143 

-1 

-210.6 

NM 

5486 

-3 

NA 

-18.7 

PIONEER  HI-BRED  INTERNATIONAL 

357 

2528 

25 

1276 

13 

147.6 

36 

1467 

13 

18.8 

19.8 

GERBER  PRODUCTS 

374 

2334 

-9 

1299 

5 

139.3 

31 

90S 

8 

24.3 

29.0 

MCCORMICK 

415 

2068 

-3 

1471 

3 

95.2 

18 

1131 

10 

18.0 

21.7 

DOLE  FOOD 

424 

2012 

0 

3376 

5 

65.2 

-51 

2994 

13 

6.1 

6.0 

GEO.  A.  HORMEL 

445 

1844 

29 

2867 

4 

97.4 

17 

891 

5 

15.3 

15.1 

20 

PET 

453 

1769 

-19 

1769 

-3 

106.6 

12 

1511 

-1 

12,1 

18.4 

21 

DEAN  FOODS 

644 

1131 

1 1 

2322 

7 

61.8 

-15 

937 

6 

11.6 

13.6 

22 

IBP 

760 

897 

20 

1 1 128 

7 

63.6 

NM 

1499 

3 

9  4 

12.3 

23 

J.M.  SMUCKER 

795 

833 

-8 

490 

2 

36.5 

9 

279 

6 

16,0 

16.0 

24 

TOOTSIE  ROLL  INDUSTRIES 

805 

821 

1 1 

245 

18 

32.0 

21 

221 

21 

175 

18.2 

25 

LANCASTER  COLONV 

817 

804 

66 

600 

16 

39.6 

57 

298 

3 

19.6 

22.4 

26 

CHIQUITA  BRANDS  INTERNATIONAL 

845 

761 

-55 

2723 

5 

-221  7 

NM 

3250 

12 

-7.0 

-25.4 

27 

LANCE 

868 

728 

-6 

461 

3 

39.1 

4 

313 

4 

15.7 

15.7 

28 

FLOWERS  INDUSTRIES 

894 

691 

30 

912 

9 

36.4 

52 

471 

4 

13.0 

13.7 

IOC  FOOD  RETAILING 

GROUP  COMPOSITE 

31645 

-2 

124190 

1 

1  377.0 

-10 

37591 

2 

10.5 

24.8 

ALBERTSON'S 

109 

7162 

25 

10174 

17 

276.1 

7 

2946 

33 

16.0 

19.9 

WINN-DIXIE  STORES 

163 

5256 

71 

10481 

3 

232  4 

31 

2096 

13 

23.3 

23.6 

FOOD  LION 

264 

3507 

-51 

7196 

12 

178.0 

-13 

2489 

25 

14.4 

18.6 

AMERICAN  STORES 

323 

2824 

16 

19051 

-9 

206.4 

-14 

6545 

-6 

8,3 

12.2 

KROGER 

504 

1543 

4 

22145 

4 

101.2 

0 

4303 

5 

216 

NM 

SOUTHLAND 

559 

1333 

93 

7477 

-7 

-131.4 

NM 

2198 

-20 

NM 

NM 

GIANT  FOOD 

572 

1297 

-1  1 

3512 

3 

69.5 

-32 

1281 

2 

9,6 

10.9 

SAFEWAY 

636 

1161 

-31 

15152 

0 

98.4 

25 

5226 

1 

NA 

37.9 

VONS 

663 

1  no 

-4 

5596 

5 

82.1 

24 

2066 

1 1 

9,5 

16.6 

WEIS  MARKETS 

665 

1  101 

-4 

1289 

0 

71,7 

-1  1 

762 

4 

10,7 

10.7 

SMITH'S  FOOD  &  DRUG  CENTERS 

683 

1060 

-13 

2650 

20 

53  7 

19 

1479 

24 

6,8 

10.6 

STOP  &  SHOP 

702 

101  1 

29 

3352 

4 

54.4 

45 

1319 

-23 

10,6 

40.0 

BRUNO'S 

739 

946 

-29 

2726 

5 

53  1 

-23 

920 

10 

9.5 

13.5 

GREAT  ATLANTIC  S.  PACIFIC  TEA 

759 

898 

-25 

10864 

-7 

-42  3 

NM 

3056 

-6 

NM 

-3.9 

HANNAFORD  BROTHERS 

772 

872 

-15 

2066 

3 

48.9 

14 

769 

9 

11,2 

14.7 

QUALITY  FOOD  CENTERS 

999 

563 

-25 

460 

16 

25.1 

21 

137 

28 

25,1 

25.1 

1  1 

FUEL 

INDUSIRY  COMPOSITE 

292249 

17 

420606 

-1 

1  3270.1 

-12 

386660 

-1 

7.4 

9.0 

UA  COAL 

GROUP  COMPOSITE 

567 

-4 

2073 

10 

49.1 

NM 

1340 

17 

NM 

14.4 

1 

PITTSION 

993 

567 

-4 

2073 

10 

49  1 

NM 

1340 

17 

NM 

14.4 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

\0f 
1000 
SANK 

SMIl 

CHANGE 
FROM 
1992 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 

1991 

% 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAFIIAl 

•4 

ON 
COMMON 
EQUITY 
% 

IIB  OIL  &  GAS 

:  GROUP  COMPOSITE 

263555 

17 

396150 

0 

12547.0 

-9 

362827 

-1 

7.5 

9.2 

1  EXXON 

1 

78544 

14 

104111 

0 

4810.0 

-14 

87543 

3 

NA 

13.7 

2  MOBIL 

16 

27019 

14 

57217 

1 

1309.0 

-32 

40563 

-4 

NA 

7.5 

3  AMOCO 

17 

26986 

24 

28223 

0 

850.0 

-28 

28453 

-7 

5.5 

6.3 

4  CHEVRON 

20 

25160 

18 

42900 

5 

2210.0 

71 

33970 

-2 

12.8 

15.2 

S     AIIANIIC  RICHFIEID 

38 

18580 

15 

17503 

3 

1 193.0 

68 

24623 

3 

13.1 

16.7 

6  TEXACO 

44 

16299 

1  1 

37663 

-2 

1012.0 

-22 

26000 

-1 

10,1 

10  5 

7     PHIlllPS  PETROLEUM 

102 

7514 

28 

11933 

-5 

270.0 

176 

1 1663 

-3 

6.9 

10.0 

8  UNOCAL 

126 

6431 

27 

9069 

-8 

196.0 

169 

9754 

1 

4  2 

7.0 

9     OCCIDENTAL  PETROLEUM 

137 

6014 

5 

8494 

-1 1 

126.0 

-66 

15942 

-4 

3.3 

2.8 

10     BURLINGTON  RESOURCES 

155 

5606 

18 

1  141 

10 

189.7 

89 

4470 

-18 

7,6 

79 

11     USX-MARAIHON  GROUP 

160 

5337 

-9 

12782 

-9 

109.0 

NM 

11141 

-4 

3.9 

3.2 

12     AMERADA  HESS 

178 

4826 

48 

5970 

-7 

7.5 

-91 

8912 

6 

NM 

0.2 

13     ENRON  OIL  &  GAS 

303 

3000 

117 

453 

17 

97.6 

78 

1658 

17 

NM 

12.2 

14  SUN 

308 

2953 

0 

10682 

-8 

-317.0 

NM 

6100 

-15 

NM 

-16.6 

15  COASTAL 

345 

2648 

12 

10063 

5 

-126.8 

NM 

9635 

4 

NA 

-6.1 

H  PENNZOIL 

375 

2321 

26 

2357 

2 

17.4 

-57 

4457 

-13 

NA 

1.4 

17  KERR-MCGEE 

393 

2233 

28 

3382 

3 

-26.0 

NM 

3409 

0 

NA 

-1.7 

18     ORYX  ENERGY 

408 

2108 

28 

1392 

-13 

73.0 

284 

4104 

-5 

NM 

7.5 

19     UNION  TEXAS  PHROLEUM  HOLDINGS 

433 

1958 

30 

714 

-34 

1 10.0 

-61 

1581 

-30 

NA 

20.3 

20     ANADARKO  PETROLEUM 

446 

1839 

71 

375 

1 1 

27.3 

-16 

1676 

3 

4,2 

4.3 

2t     MURPHV  OIL 

462 

1715 

12 

1685 

0 

62.8 

NM 

1937 

-11 

7.0 

5.2 

22     ASHLAND  OIL 

470 

1679 

-9 

9640 

5 

-66.8 

NM 

5437 

2 

NM 

-6.2 

23  MAPCO 

503 

1544 

-14 

2787 

0 

100.7 

-20 

1912 

12 

1  1.7 

21.5 

24     TRITON  ENERGY 

620 

1  184 

-10 

265 

21 

-96.6 

NM 

676 

6 

NM 

-29  2 

2S     HAXUS  ENERGY 

628 

1169 

49 

718 

-9 

74.2 

NM 

1806 

24 

10.0 

102.2 

26      LOUISIANA  LAND  S  EXPLORATION 

640 

1  144 

46 

787 

-5 

-1.2 

NM 

1229 

1 

NM 

-0.3 

27 

APACHE 

651 

1  126 

89 

454 

27 

47.8 

38 

1219 

1 

8.6 

10.2 

28  FINA 

695 

1024 

-12 

3398 

2 

24.1 

-43 

2910 

2 

NM 

2  2 

29 

SANTA  EE  ENERGY  RESOURCES 

726 

962 

82 

428 

13 

-1.4 

NM 

1341 

47 

NM 

-14 

30 

VALERO  ENERGY 

734 

951 

-22 

1235 

22 

83.9 

-15 

1759 

17 

8.7 

10.1 

3t     MITCHELL  ENERGY  S  DEVELOPMENT 

752 

913 

32 

908 

5 

30.6 

-37 

2292 

3 

5.1 

4  8 

32  ULTRAMAR 

823 

797 

NA 

2595 

-6 

43.1 

-16 

1740 

NA 

6  8 

8.3 

TOSCO 

878 

708 

-19 

2155 

9 

14.3 

-81 

1178 

21 

4.0 

1.1 

34     BP  PRUDHOE  BAY  ROYALTY  TRUST 

914 

669 

7 

68 

-27 

67.4 

-27 

445 

-6 

15.1 

15.1 

35     DIAMOND  SHAMROCK 

973 

592 

-6 

2603 

1 

26.4 

-29 

1293 

6 

5.1 

5.8 

lie  PETROLEUM  SERVICES 

GROUP  COMPOSITE 

28127 

17 

22383 

-2 

674.0 

-46 

22493 

3 

6.1 

5.8 

1  SCHLUMBERGER 

52 

14268 

0 

6332 

3 

661.6 

-19 

7007 

2 

15.8 

15.6 

2  HALLIBURTON 

247 

3685 

24 

6566 

-6 

-123.5 

NM 

4736 

-6 

NM 

-5.8 

BAKER  HUGHES 

284 

3243 

22 

2620 

-5 

-15.3 

NM 

3155 

9 

NM 

-1.5 

DRESSER  INDUSTRIES 

354 

2567 

-7 

3858 

-3 

91.4 

-28 

3188 

3 

NA 

8.3 

TIDEWATER 

650 

1128 

225 

534 

-2 

8.2 

-85 

819 

102 

3.5 

15 

CBI  INDUSTRIES 

706 

1001 

-20 

1673 

4 

71.1 

16 

1685 

14 

8  2 

112 

NOBLE  AFFILIATES 

728 

959 

83 

304 

21 

41.2 

114 

617 

2 

10.4 

13.9 

HEIMERICH  &  PAYNE 

921 

654 

24 

247 

22 

13.0 

3 

602 

2 

2.7 

2.6 

ROWAN 

944 

621 

59 

250 

-8 

-73.8 

NM 

684 

-24 

NM 

-19.6 

12 

HEALTH  CARE 

INDUSTRY  COMPOSITE 

321754 

-18 

181502 

11 

1  7709.1 

10 

163622 

10 

20.1 

22.5 

12A  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

14702 

11 

33267 

16 

637.6 

7 

11488 

16 

11.7 

14.4 

1     MEDCO  CONTAINMENT  SERVICES 

173 

4999 

22 

2131 

36 

113.9 

34 

1473 

33 

11.5 

14.5 

2  WALGREEN 

185 

4738 

7 

7681 

1 1 

225.4 

14 

2522 

15 

18  4 

18,0 

3  MCKESSON 

452 

1774 

40 

11493 

18 

55.7 

-39 

3109 

14 

8.9 

10.2 

4     RITE  AID 

456 

1760 

-4 

3987 

9 

131.3 

1  1 

1894 

8 

10.0 

13.1 

5     LONGS  DRUG  STORES 

851 

750 

4 

2475 

5 

53,0 

-4 

720 

9 

1 1.5 

12.0 

6     BERGEN  BRUNSWIG 

901 

681 

-1 

5499 

24 

58.3 

16 

1769 

19 

7.9 

14.4 

12B  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

197081 

-21 

71519 

10 

1  1098.1 

11 

80662 

13 

24.3 

26.5 

1  MERCK 

7 

42926 

-26 

9663 

12 

2446.6 

15 

11086 

17 

37.3 

44.7 

2 

BRISTOL-MYERS  SQUIBB 

13 

29396 

-29 

11156 

6 

1537.9 

-23 

10804 

15 

24.4 

24.9 
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m.  COMMNIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
DANK 

SMIl 

CHANGE 
FROM 
1992 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 

SMIl, 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMC 
EQUIT 

\ 

IMERICAN  HOME  PRODUCTS 

33 

19231 

-19 

7874 

]  1 

1 1 50  7 

-1 6 

7010 

21 

28  0 

32  6 

PFIZER 

34 

19143 

-20 

7230 

4 

1 093  5 

51 

9590 

0 

1 9  2 

20  0 

ELI  LILLY 

48 

15073 

-29 

6167 

3 

827  6 

-37 

8673 

5 

1 6  5 

1 6  9 

UHFRINTi-PI  OIIGH 

66 

1 1719 

2 

4056 

1 2 

720  0 

1  2 

4 1 60 

3 

44  8 

47  2 

WIPNER-IAMBERT 

88 

8959 

3 

5598 

]  ] 

643  6 

357 

4136 

1 6 

32  5 

43  2 

K  n  U  n  C    rUULCni  KUKCK 

129 

6338 

-20 

4096 

7 

423  3 

30 

4403 

1 7 

1 9  9 

33  8 

132 

6206 

-37 

3320 

1 6 

685  0 

]  7 

3213 

1 6 

33  6 

36  0 

IIP  inHN 

179 

4823 

-3 1 

3669 

7 

547  2 

2 

4605 

]  ] 

1 9  4 

26  6 

t  M  G  F  N 

194 

4533 

-44 

1 093 

60 

357  6 

265 

1  374 

59 

33  6 

38  3 

SYNIEX 

209 

4262 

-60 

2043 

5 

332  3 

-26 

2935 

20 

NM 

28  6 

CFNENTFrH 

227 

3965 

27 

496 

9 

20.8 

-53 

1 305 

2  2 

2  1 

14 

SIGMA-ALDRICH 

344 

2650 

20 

654 

1  1 

95.5 

20 

633 

1 1 

NA 

18,6 

MVUN  LiBORATORIES 

378 

2306 

80 

190 

58 

61.6 

66 

287 

35 

23,8 

23.8 

392 

2236 

-29 

251 

54 

72  2 

NM 

698 

20 

13,8 

18.7 

IVAX 

463 

1714 

-20 

451 

102 

44.6 

233 

504 

7 

NA 

17.2 

PERRIGO 

480 

1627 

52 

514 

60 

37.9 

99 

368 

53 

15,1 

17  9 

CHIRON 

502 

1548 

1 1 

248 

75 

-96.0 

NM 

806 

87 

NA 

-19.6 

ALLERGiN 

516 

1503 

-8 

898 

7 

105.8 

NM 

886 

6 

20  1 

21.2 

21 

FORESI  LABORATORIES 

528 

1466 

13 

285 

20 

60.3 

30 

513 

42 

14.6 

14.2 

22 

CARTER-WALLACE 

607 

1219 

-23 

657 

-1 

47.8 

5 

583 

2 

11,1 

11.1 

23 

BIOGEN 

712 

992 

16 

124 

101 

38.3 

433 

311 

23 

15,2 

15.2 

24 

GENZYME 

888 

698 

-28 

219 

80 

-30.3 

NM 

481 

23 

NA 

-9.4 

25 

R.P.  SCHERER 

893 

692 

7 

389 

20 

26,6 

NM 

497 

-8 

12,7 

12.7 

26 

GENETICS  INSTITUTE 

910 

672 

60 

88 

6 

-37.0 

NM 

461 

140 

8  7 

-9.7 

27 

IMMUNEX 

954 

6!  1 

-14 

62 

17 

-77.6 

NM 

236 

-7 

-49.2 

-57.9 

28 

GENSIA  PHARMACEUTICALS 

990 

573 

-47 

31 

256 

-37.9 

NM 

104 

-26 

NM 

-42  6 

12C  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 

28552 

-7 

35249 

4 

1  272.6 

-9 

30879 

2 

9.0 

10.8 

U.S.  HEALTHCARE 

191 

4563 

38 

2189 

28 

200.0 

32 

981 

29 

39,6 

43.9 

UNITED  HEALTHCARE 

282 

3254 

24 

1442 

70 

114.2 

53 

994 

73 

NA 

17.4 

HCA-HOSPIIAL  CORP.  OF  AMERICA 

311 

2936 

24 

5126 

3 

28.2 

NM 

5456 

-13 

19 

2.1 

GALEN  HEALTH  CARE 

399 

2184 

NA 

3995 

NA 

186.0 

NA 

3783 

-16 

9,1 

9  3 

NATIONAL  MEDICAL  ENTERPRISES 

490 

1597 

-38 

3845 

-3 

93.3 

-68 

4220 

3 

5  2 

5.4 

NATIONAL  HEALTH  LABORATORIES 

561 

1325 

-47 

721 

19 

40,6 

-61 

454 

3 

1  1,7 

15-0 

MANOR  CARE 

613 

1191 

27 

964 

1  1 

77,1 

107 

1  154 

22 

14  2 

22.8 

HEALTHTRUSI 

664 

1108 

-1 

2299 

9 

104.5 

333 

2398 

-5 

10,6 

17  8 

HUMANA 

724 

973 

NA 

2894 

18 

-110  0 

NM 

1051 

7 

-28,4 

-29,5 

PACIFICARE  HEALTH  SYSTEMS 

753 

913 

44 

1829 

37 

47  7 

60 

701 

48 

17  2 

17,6 

MEOIIRUST 

773 

870 

42 

132 

17 

51,4 

35 

1067 

16 

NA 

1  1.9 

AMERICAN  MEDICAL  HOLDINGS 

788 

844 

22 

2241 

-9 

118  2 

NM 

2957 

-5 

12  0 

17.5 

NOVACARE 

790 

841 

-7 

455 

44 

46,9 

77 

334 

50 

17,9 

18.3 

BEVERLY  ENTERPRISES 

798 

831 

27 

2597 

13 

4  2 

-86 

1793 

10 

2  6 

0.8 

FOUNDATION  HEALTH 

822 

797 

36 

1285 

15 

49.5 

27 

545 

18 

19,1 

19.6 

VALUE  HEALTH 

828 

785 

67 

262 

69 

14  6 

88 

303 

229 

113 

11,1 

SURGICAL  CARE  AFFILIATES 

834 

775 

-40 

225 

32 

28.8 

39 

248 

32 

279 

212 

HEiLTH  CARE  PROPERTY  INVESTORS 

836 

770 

54 

84 

5 

35.7 

35 

509 

11 

11,9 

13,1 

T'  MEDICAL 

890 

697 

-54 

267 

36 

65.0 

40 

292 

31 

25,2 

24,6 

20 

MEDICAL  CARE  AMERICA 

905 

679 

-70 

641 

23 

41.1 

-20 

884 

16 

NA 

8,0 

21 

FHP  INTERNATIONAL 

945 

621 

30 

1755 

23 

35.5 

6 

756 

18 

10.1 

10.7 

12D  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

81418 

-17 

41466 

12 

4700.8 

17 

40593 

11 

22.3 

22.7 

1 

JOHNSON  g  JOHNSON 

18 

26462 

-17 

13753 

11 

1625.0 

1 1 

11884 

13 

22.9 

27.2 

2 

ABBOII  LABORATORIES 

29 

21319 

-16 

7852 

14 

1239  1 

14 

6941 

1 1 

37  2 

37.1 
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Informix 
Database  Technology 
Helps  Kmart 
Know  What  Its  Customers  Want. 


m 

fl  '  HI 

PI 

When  Kmart  wanted  to  move  ahead  in  the  highly  competitive  retail  indus- 
try, they  turned  to  us,  Informix,  and  our  experts  in  UNIX'  relational  database 
management  systems. 
Inventory  Control  Nationwide. 

Kmart  needed  a  fault-tolerant  database  that  linked  order  entry,  price 
verification,  shelf-price  updates,  and  complete  inventor\'  control  for  over  2,500 
stores  nationwide. 

Kmart  chose  the  Informix  UNIX-based  solution. 
Hand-Held,  Radio  Frequency  Computing. 

With  its  new  information  network,  multiprocessors,  and  hand-held  DOS 
radio  f  requency  computers,  shelf  pricing  and  complete  inventory  control  are  easily 
managed  in  less  than  a  minute  directly  from  the  store  floor. 

The  information  from  the  database  allows  Kmart  to  make  better  decisions 
that  help  keep  products  on  shelves,  give  faster  check-out  service,  and  keep  excess 
inventory  at  a  minimum  — all  of  which  helps  Kmart  keep  a  step  ahead  of  the 
competition. 

Kmart  and  thousands  of  other  companies  have  called  on  us  for  12  years  to 
successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we're  the  experts. 
Call  1-800-688-IFMX. 


fj  INFORMIX 

THE  UNIX  DATABASE  EXPERTS. 


IntomiiN  Sohu'.irc,  Ini  Iiilomii?t  is  j  rcB'stcrttl  trademark  ot  InturmiM  Siittwdre,  Inc 
Al!  other  names  indicJied  bv  "  or  "  are  regisicrcd  trademarks  or  rradcmarks  nf  their  rc^peaive  manutatturers 


US.  COMPANIES  RiLNEED  BT  INDUSTRY 


rriMDAMV 

I  U  n  r  A  H  I 

M  A  D IF  T 
H  A  K  ft  t  1 

V  A  1  II  F 
T  A  L  U  C 

(  A  1  F  t 
J  ALE  J 

D  D  n  C  I  T  c 
r  K  u  r  1  1  i 
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KC  1  UKN 
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C-ASC-: 

-IS-: 

% 

BAIIEE  INIERNATIONll 

93 

8121 

-18 

8471 

9 

561.0 

11 

9549 

6 

NA 

12.« 

HEDT80NIC 

197 

4515 

-4 

1304 

16 

201.0 

30 

1272 

20 

26.0 

22.f 

5 

U.S.  sueeiciL 

278 

3289 

-39 

1197 

42 

138.9 

52 

1 168 

58 

15.2 

23J 

BAUSCH  i  lOHB 

279 

3284 

1 1 

1709 

12 

171.4 

99 

1874 

s 

17.9 

19.; 

BECION.  DICIINSON 

337 

2722 

6 

2425 

11 

204.6 

12 

3065 

7 

10.8 

13.< 

IHCESi  GROUP 

400 

2178 

-15 

1759 

6 

132.1 

15 

2168 

3 

9  9 

lO.S 

BOSTON  SCIENTIFIC 

447 

1833 

NA 

315 

37 

56.6 

36 

287 

.NA 

24.3 

24J 

ST.  JUDE  MEDICAL 

484 

1614 

-21 

24C 

101.7 

21 

445 

23 

24.9 

24.i 

BIOMET 

517 

1494 

-39 

306 

25 

58.2 

29 

315 

30 

22.1 

22.1 

C.B.  BABD 

554 

1354 

-4 

990 

13 

75.0 

31 

713 

3 

13.2 

19.1 

STKTIEB 

594 

1256 

-30 

477 

31 

47.7 

44 

340 

26 

22.0 

22.1 

SCIHED  LIFE  SYSTEMS 

889 

697 

-33 

211 

25 

48.2 

60 

219 

24 

29.C 

23.6 

MARQUETTE  ELECTRONICS 

930 

641 

-23 

251 

14 

16.8 

41 

191 

14 

12.8 

14.0 

HAEMONETICS 

532 

52 

20 

23.4 

39 

"62 

'  2 

19.6 

20.2 

1  3 

HOUSING  St  REAL  ESTATE 

INDUSTRY  COMPOSITE 

27699 

2i 

256A3 

7 

1166  5 

429 

36129 

U 

9.4 

12.5 

13A  BUILDING  MATERIALS 

GROUP  COMPOSITE 

18429 

18 

18518 

5 

782.5 

NH 

1  5477 

-2 

13.6 

13.6 

1 

PPG  INDUSTRIES 

108 

7164 

!4 

3  ■  9.4 

59 

5662 

-7 

11.2 

11.8 

SHERWIN-WILLIAMS 

322 

2845 

15 

274B 

S 

144.6 

13 

1700 

6 

14.4 

14.9 

YULCAN  MATERIALS 

430 

1987 

37 

1078 

7 

91.0 

73 

1073 

0 

12.1 

13.0 

OWENS-CORNING  FIBERGIAS 

438 

1926 

27 

2878 

3 

72.0 

NM 

2126 

1 

1474.3 

NM 

YORI  INTERNATIONAL 

592 

1258 

40 

1939 

17 

69.3 

433 

1164 

-3 

13.4 

15J2 

LAFARGE 

705 

1002 

19 

151 1 

-4 

-37.1 

NM 

1767 

-4 

NA 

-4.7 

RPM 

782 

851 

23 

602 

20 

36.9 

19 

561 

7 

9.9 

15.8 

8 

TECUMSEH  PRODUCTS 

883 

702 

-1 

1259 

52.3 

23 

1106 

5 

7.2 

6.9 

9 

YALSPAR 

891 

694 

-4 

689 

7 

34  2 

17 

317 

2 

20.4 

20^ 

13B  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

92/0 

36 

7125 

12 

384.3 

33 

20653 

30 

7.5 

10.8 

1 

NEW  PLAN  REALTY  TRUST 

615 

1188 

28 

67 

1 3 

48-5 

'  4 

529 

15 

9-6 

9.6 

2 

CLAYTON  HOMES 

685 

1051 

72 

22 

45.8 

15 

5  8 

14.5 

3 

CENTEI 

733 

952 

21 

2374 

10 

55.1 

87 

2394 

19 

7.4 

9.8 

i 

ROUSE 

816 

804 

4 

597 

4 

-15.8 

NM 

2726 

3 

-0  3 

NM 

5 

PHM 

818 

802 

20 

1370 

13 

72.2 

70 

3856 

3 

NA 

15.8 

6 

WEINGARTEN  REALTY 

848 

757 

45 

90 

9 

21.3 

19 

443 

0 

10.3 

10.9 

7 

FEDERAL  REALTY 

911 

670 

59 

100 

3 

NA 

HA 

608 

12 

NA 

3.9 

S 

LENNAR 

927 

644 

29 

429 

32 

29.1 

38 

980 

14 

NA 

9.1 

9 

WASHINGTON  REIT 

939 

628 

42 

37 

5 

20.4 

11 

167 

23 

13.0 

12.8 

10 

CAPSTEiD  MORTGAGE 

950 

613 

7S 

504 

112 

53.2 

5S 

6571 

131 

8.8 

16.1 

11 

NATIONWIDE  HEALTH  PROPERTIES 

979 

585 

70 

46 

36 

26.3 

29 

387 

33 

9.1 

9.8 

12 

lAUFMAN  i  BROAD  HOME 

"  432 

6.7 

8.9 

14 

LEISURE  TIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

1 

12211 

2  7 

:'60S2 

9 

3  06  7.3 

32 

90192 

6 

10.9 

14.6 

14A  EATING  PLACES 

GROUP  COMPOSITE 

27703 

29 

1  2756 

1 1 

1217.3 

9 

1  5046 

6 

13.0 

17.3 

1 

MCDONALD  S 

37 

1S69S 

31 

7133 

'  2 

i  17M 

3 

13.1 

17.7 

2 

CRACIER  BARREL  0L3  COUNTRY  STORE 

1  iZ9 

42 

2 ' 

•6.6 

8^*-222-'niEE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
uxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  die  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
md  again.  And  it  begins  die  very  first  night  widi  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  die  great  restaurants,  swimming  pools,  and  healdi  clubs  diat  make  business  trips 
■  Jearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

Whenyour  travels  takeyou  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 
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1992 
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CHANGE 
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COMMOh 

eouiiY 

% 

3 

BRINKER  INTERNATIONM 

544 

1402 

32 

576 

22 

41.2 

34 

385 

33 

15.2 

13.5 

4 

WENDY'S  INIERNiTIONiL 

576 

1285 

10 

1220 

16 

64  7 

25 

920 

4 

9.7 

12.5 

5 

SHONEV'S 

768 

879 

-15 

1062 

7 

-26.6 

NM 

469 

9 

NM 

NM 

6 

BOB  EVANS  FARMS 

849 

754 

-8 

634 

18 

42,8 

13 

337 

1  1 

14.7 

14.7 

7 

MORRISON  RESTAURANTS 

919 

661 

18 

1067 

7 

35  4 

23 

398 

12 

15.7 

16.4 

8 

OUTBACK  STEAKHOUSE 

923 

653 

87 

124 

99 

12  5 

129 

71 

153 

NA 

20.6 

9 

LONE  STAR  STEAKHOUSE  S.  SALOON 

951 

612 

0 

34 

199 

4.7 

426 

66 

NM 

25.9 

25.4 

10 

LUBV'S  CAFETERIAS 

971 

594 

28 

354 

7 

33.8 

8 

278 

8 

15.2 

15.3 

t1 

CHECKERS  DRIVE-IN  RESTAURANTS 

1000 

558 

26 

89 

no 

10.7 

191 

92 

111 

14.4 

14.2 

14B  ENTERTAINMENT 

CROUP  COMPOSITE 

36944 

27 

13935 

15 

1398.2 

35 

21852 

14 

9.3 

13.6 

WALT  DISNEY 

21 

24349 

20 

7979 

22 

868.9 

29 

11986 

16 

NA 

17.0 

PARAMOUNT  COMMUNICATIONS 

145 

5829 

6 

4138 

2 

252.7 

71 

7054 

6 

7.1 

6.7 

BLOCKBUSTER  ENTERTAINMENT 

258 

3552 

60 

1201 

38 

142.0 

52 

1425 

77 

17.6 

20.6 

LIBERTY  MEDIA 

439 

1923 

192 

144 

NA 

37.8 

NA 

824 

7 

5.7 

NM 

KING  WORLD  PRODUCTIONS 

574 

1291 

30 

474 

-5 

96.8 

3 

563 

-5 

25.1 

25.1 

14C  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

1  2388 

32 

13714 

3 

442.8 

13 

14861 

6 

7.8 

11.3 

MARRIOTT 

350 

2595 

59 

8722 

5 

850 

4 

6425 

-6 

6.3 

12.0 

CIRCUS  CIRCUS  ENTERPRISES 

361 

2505 

2 

843 

5 

1210 

17 

887 

13 

19.8 

27.3 

HILTON  HOTELS 

389 

2251 

8 

1230 

1 1 

103.9 

23 

2521 

15 

7.0 

10,5 

PROMUS 

422 

2017 

113 

1113 

8 

51,4 

71 

1589 

7 

9.5 

12.0 

CAESARS  WORLD 

694 

1025 

18 

937 

-2 

67  2 

-13 

916 

2 

13.1 

16.3 

MIRAGE  RESORTS 

696 

1021 

40 

819 

-8 

34  3 

28 

1566 

19 

8.8 

6.8 

MGM  GRAND 

723 

974 

104 

50 

-66 

-20.1 

NM 

957 

93 

NM 

-4.6 

14D  OTHER  LEISURE 

GROUP  COMPOSITE 

35177 

23 

35550 

7 

1991.6 

52 

38432 

2 

11.6 

14.9 

EASTMAN  KODAK 

42 

17393 

23 

20183 

4 

994.0 

NM 

25116 

1 

10.6 

14.8 

CARNIVAL  CRUISE  LINES 

162 

5272 

15 

1474 

5 

281  7 

1 1 

2646 

0 

16  3 

20.7 

HASBRO 

334 

2736 

30 

2541 

19 

179.0 

119 

2083 

7 

15.3 

16.2 

MATTEL 

406 

2127 

6 

1848 

12 

143.9 

18 

1260 

4 

22  2 

26.6 

AMERICAN  GREETINGS 

448 

1821 

24 

1646 

9 

105.1 

13 

1497 

2 

1 1.3 

1 1.4 

BRUNSWICK 

522 

1475 

1 1 

2059 

12 

39.7 

NM 

1871 

6 

4  9 

4.4 

POLAROID 

562 

1318 

-7 

2152 

4 

99.0 

-86 

2008 

6 

9.3 

12.2 

8 

HARLEV-DAVIDSON 

575 

1288 

26 

1 105 

18 

54  2 

47 

522 

10 

NA 

19  1 

9 

FLEETWOOD  ENTERPRISES 

737 

948 

3 

1847 

22 

53  6 

39 

974 

4 

8.2 

1 1.0 

10 

FISHER  PRICE 

820 

800 

43 

694 

8 

41.3 

139 

455 

-3 

14.7 

17.8 

15 

MANUFACTURING 

INDUSTRY  COMPOSITE 

107756 

16 

101376 

5 

3587.5 

19 

97575 

6 

7.6 

9.8 

15A  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

64718 

16 

41878 

5 

2948.9 

19 

36387 

6 

12.3 

16.0 

MINNESOTA  MINING  S  MFG. 

25 

23437 

18 

13883 

4 

1236.0 

7 

11955 

6 

NA 

18.7 

CORNING 

119 

6641 

5 

3744 

14 

266  3 

-14 

4286 

1 1 

1  1.6 

14.6 

RUBBERMAID 

165 

5247 

3 

1805 

8 

166  9 

3 

1327 

7 

17.0 

16.9 

ILLINOIS  TOOL  WORKS 

218 

4124 

18 

2812 

7 

192.1 

6 

2204 

-2 

13  7 

14.3 

DURACELl  INTERNATIONAL 

223 

3982 

26 

1682 

6 

168.0 

48 

2210 

-3 

12  4 

14.9 

INTERNATIONAL  GAME  TECHNOLOGY 

274 

3328 

108 

382 

48 

89  8 

155 

538 

47 

25  8 

33.5 

HILLENBRAND  INDUSTRIES 

283 

3249 

17 

1430 

19 

105.5 

18 

1935 

26 

16.2 

19.3 

8 

NEWELL 

310 

2940 

4 

1452 

15 

152.5 

12 

1570 

32 

NA 

17.8 
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rnMDANV 

I.  Urir  An  1 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

SMIL 

CHANGE 
FROM 
1992 

% 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

% 

12 

MONIHS 
1992 
SMIt 

CHANGE 
FROM 
1991 

■'• 

12 

MONIHS 
1992 
SMIL 

CHANGE 
FROM 
1991 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

AVERV  DENNISON 

497 

1562 

-6 

2623 

3 

80.1 

27 

1684 

-3 

9.3 

10.0 

10 

PARKER  HANNIFIN 

505 

1538 

-3 

2427 

3 

66.9 

54 

1878 

0 

7  1 

7  1 

n 

JOSTENS 

585 

1269 

-11 

878 

-2 

53.9 

-18 

572 

0 

13,9 

14,7 

HARSCO 

671 

1088 

20 

1625 

-16 

91  5 

20 

991 

-6 

16  7 

18,3 

13 

KEYSTONE  INIERNATIONAl 

729 

956 

17 

528 

2 

42.5 

86 

438 

-5 

14,8 

16  7 

14 

BIC 

736 

948 

110 

417 

13 

39.9 

48 

308 

10 

19.1 

19,5 

•5 

CRANE 

797 

831 

1 

1307 

0 

24.3 

-46 

673 

1 

8.4 

8.6 

ii 

FEDERAL  SIGNAL 

813 

813 

15 

518 

1 1 

34.4 

11 

364 

7 

19,9 

19,2 

MARX  IV  INDUSTRIES 

861 

735 

33 

1203 

7 

43.5 

53 

1097 

5 

9.6 

12,3 

TRINOVA 

863 

734 

10 

1696 

1 

14  4 

NM 

1017 

-5 

5.1 

4,1 

FIRST  BRANDS 

896 

690 

20 

1021 

2 

46.7 

18 

803 

-3 

11.2 

16.5 

20 

WATTS  INDUSTRIES 

960 

605 

-9 

445 

16 

33.5 

-2 

537 

19 

9.3 

10.3 

15B  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

6978 

2 

10349 

10 

174.0 

-1 

10143 

7 

5.0 

4.6 

STANIEV  WORKS 

436 

1932 

-8 

2218 

13 

98.1 

1 

1608 

4 

10.5 

14,1 

BLACK  S.  DECKER 

514 

1512 

-1 

4780 

3 

-73  3 

NM 

5392 

-3 

NM 

-6  4 

SNAP-ON  TOOLS 

539 

1416 

-13 

984 

12 

66.0 

-10 

1177 

29 

8.7 

9,9 

GIDDINGS  &  LEWIS 

829 

783 

50 

623 

91 

35,5 

67 

620 

208 

NA 

10,4 

DANAHER 

842 

763 

20 

956 

14 

31.6 

137 

770 

5 

7.2 

9.2 

CINCINNATI  MILACRON 

992 

572 

23 

789 

5 

16.1 

NM 

577 

-1 

9,5 

12.2 

15C  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

28199 

16 

40542 

2 

499.0 

64 

43885 

5 

6.5 

4.3 

1 

CATERPILLAR 

140 

5931 

19 

10194 

0 

-218.0 

NM 

13935 

16 

NM 

-13.8 

2 

DEERE 

219 

4121 

5 

6933 

-2 

29,7 

890 

1 1518 

-1 

6,4 

1,1 

3 

INGERSOLL-RAND 

260 

3526 

1 1 

3784 

6 

1 15,6 

-23 

3073 

7 

9  1 

6,9 

4 

DOVER 

343 

2680 

14 

2272 

3 

129,1 

1 

1430 

6 

17,5 

16,0 

5 

TYCO  LABORATORIES 

409 

2106 

23 

3131 

2 

101.5 

3 

2345 

-5 

9  2 

10.1 

6 

APPLIED  MATERIALS 

458 

1737 

125 

800 

21 

47.8 

68 

835 

24 

9,6 

9,9 

7 

FMC 

471 

1677 

1 

3974 

2 

192.6 

1 1 

2827 

0 

16.3 

40,2 

8 

GENERAL  SIGNAL 

586 

1269 

18 

1618 

0 

9.2 

-86 

1226 

4 

3  8 

2  5 

9 

STEWART  i  STEVENSON  SERVICES 

668 

1093 

31 

776 

16 

41.4 

29 

538 

32 

12.4 

13.7 

10 

BRIGGS  S  STRATTON 

747 

920 

25 

1094 

13 

57.4 

31 

704 

7 

16.3 

17.9 

11 

IIMKEN 

757 

904 

18 

1642 

0 

4.5 

NM 

1738 

-1 

1.2 

0.5 

12 

NORDSON 

807 

817 

-1 1 

433 

10 

38.8 

12 

319 

4 

21,9 

22,5 

t3 

VARITY 

830 

782 

130 

3459 

9 

-93.1 

NM 

3063 

-3 

NM 

-42  4 

14 

BWIP  HOLDING 

933 

637 

3 

433 

1 

42.5 

36 

333 

0 

20,1 

25.5 

15D  TEXTILES 

GROUP  COMPOSITE 

7861 

42 

8606 

10 

-34.5 

NM 

7160 

7 

-1.8 

-1.2 

SHAW  INDUSTRIES 

349 

2609 

75 

2036 

26 

78.7 

119 

1223 

50 

10.5 

12.7 

UNIFI 

426 

2007 

38 

1121 

1 1 

89,5 

88 

826 

62 

14,8 

20,6 

WEST  POINT-PEPPEREIL 

532 

1447 

48 

1420 

4 

-179,4 

NM 

2049 

-12 

NM 

-18,0 

BURLINGTON  INDUSTRIES  EQUITY 

698 

1015 

NA 

2054 

5 

-67,8 

NM 

1811 

0 

NM 

-14.1 

SPRINGS  INDUSTRIES 

831 

782 

15 

1976 

5 

44.5 

64 

1250 

0 

7,2 

7,6 

16 

METALS  &  MINING 

INDUSTRY  COMPOSITE 

42190 

IS 

46650 

1 

-898.3 

NM 

56960 

t 

NM 

-4.1 

16A  ALUMINUM 

GROUP  COMPOSITE 

10703 

-2 

18782 

-3 

-234.5 

NM 

2362  1 

2 

0.4 

-2.4 

1 

ALUMINUM  CO.  OF  AMERICA 

138 

5990 

1 

9492 

-4 

22.4 

-64 

11023 

-1 

3.3 

0.4 

1 

REYNOLDS  METALS 

298 

3061 

-9 

5593 

-2 

-109.2 

NM 

6818 

2 

NM 

-3,7 

3 

AMAX 

476 

1651 

-8 

3698 

-2 

-147.7 

NM 

5780 

7 

NM 

-7.1 

16B  STEEL 

CROUP  COMPOSITE 

12511 

48 

19082 

5 

-835.4 

NM 

19859 

12 

NM 

-23.2 

1 

NUCOR 

241 

3789 

93 

1619 

1 1 

79.2 

22 

1490 

26 

7,4 

10.4 

2 

USX-U.S.  STEEL  GROUP 

382 

2300 

64 

4947 

2 

-271.0 

NM 

6251 

1  1 

NA 

NM 

3 

BETHLEHEM  STEEL 

494 

1584 

42 

4008 

-7 

-199.3 

NM 

5071 

23 

NM 

-60,5 

4 

WORTHINGTON  INDUSTRIES 

519 

1490 

10 

1023 

15 

56.6 

22 

621 

5 

12.9 

14.1 
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p.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

SMIl 

CHANGE 
FROM 
1992 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIL 

CHANGE 
FROM 
1991 

% 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 
% 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

5 

iLlEGHENY  lUDLUM 

621 

1 183 

7 

1036 

3 

46,9 

14 

871 

14 

9.7 

18.2 

6 

INUND  STEEL  INDUSTRIES 

846 

758 

12 

3494 

3 

-159.4 

NM 

2665 

-6 

NM 

-17.7 

7 

ARMCO 

860 

737 

39 

2074 

30 

-421.5 

NM 

2130 

2 

NM 

-82.1 

8 

LUKENS 

913 

670 

71 

881 

40 

33.1 

44 

760 

76 

7.1 

10.9 

16C  OTHER  METALS 

GROUP  COMPOSITE 

18976 

11 

8786 

4 

171.6 

-66 

13481 

13 

5.9 

2.2 

FREEPORT-MCMORAN  COPPER  &  GOLD 

217 

4150 

2 

714 

53 

129.9 

27 

1694 

46 

14.4 

19.0 

PHELPS  DODGE 

254 

3607 

29 

2579 

6 

301  6 

1  1 

3441 

13 

13.8 

15.3 

NEWMONT  GOLD 

257 

3566 

-20 

546 

-5 

87,4 

-31 

905 

1 ! 

10.8 

10.8 

NEWMONT  MINING 

340 

2698 

-6 

613 

-2 

90,6 

-4 

12)5 

49 

14.2 

17.3 

HOMESTiKE  MINING 

466 

1710 

1 1 

684 

2 

-175  8 

NM 

1 119 

17 

NA 

-35.0 

CYPRUS  MINERALS 

485 

1614 

88 

1641 

-1 

-246,0 

NM 

1683 

-14 

NM 

-31.6 

ASARCO 

693 

1026 

-5 

1909 

0 

-29,1 

NM 

2946 

0 

NM 

-2  1 

i 

AMAX  GOLD 

959 

605 

5 

100 

-22 

13.0 

-39 

478 

141 

NA 

5.1 

17 

NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

285776 

22 

313662 

2 

1  7281.8 

-11 

1987340 

14 

10.0 

10.1 

17A  FINANCIAL  SERVICES 

GROUP  COMPOSITE 

129941 

9 

138211 

5 

9772.0 

6 

1094814 

21 

10.4 

14.0 

1 

FANNIE  MAE 

28 

22068 

29 

14558 

7 

1648.7 

13 

180978 

23 

8.2 

24.3 

2 

AMERICAN  EXPRESS 

61 

12242 

21 

26962 

4 

436,0 

-45 

172819 

13 

NA 

5.4 

3 

FEDERAL  HOME  LOAN  MORTGAGE  ASSN. 

90 

8769 

22 

4461 

6 

622.0 

12 

59502 

27 

5.9 

22.1 

4 

MERRILL  LYNCH 

106 

7206 

23 

13428 

9 

952  4 

37 

1 1 1896 

34 

25.0 

21,0 

5 

LOEWS 

114 

6778 

-6 

13692 

1 

-22.1 

NM 

40492 

3 

1.8 

-0.4 

6 

MARSH  &  MCLENNAN 

1  16 

6727 

25 

2937 

6 

303.8 

-1 

2613 

9 

21.9 

25.7 

7 

SALOMON 

186 

4667 

41 

8196 

-1  1 

550.0 

8 

147162 

52 

13.8 

14.0 

8 

STUDENT  LOAN  MARKETING  ASSN. 

193 

4537 

-22 

2787 

-14 

393.9 

14 

46621 

3 

4.9 

38.1 

9 

MORGAN  STANLEY  GROUP 

206 

4356 

4 

7382 

NA 

510.5 

NA 

80353 

26 

43.5 

17.8 

to 

PRIMERICA 

213 

4231 

-3 

5096 

-2 

756  2 

58 

23397 

9 

15.0 

19.9 

11 

H&R  BLOCK 

220 

4085 

15 

1449 

9 

163  4 

8 

707 

2 

29.5 

29.5 

12 

TRANSAMERICA 

238 

3820 

17 

4988 

8 

342.9 

660 

32298 

6 

6  4 

1 1.2 

13 

BERKSHIRE  HATHAWAY 

287 

3220 

-68 

3200 

6 

287  8 

-40 

16060 

26 

4.1 

5.0 

14 

FRANKLIN  RESOURCES 

320 

2876 

51 

432 

29 

130  1 

25 

834 

44 

NA 

27.8 

15 

FIRST  FINANCIAL  MANAGEMENT 

365 

2413 

54 

1405 

-7 

15  8 

-82 

1543 

20 

3.6 

1.4 

16 

POLICY  MANAGEMENT  SYSTEMS 

432 

1960 

30 

497 

20 

59.4 

25 

655 

16 

10.7 

10.8 

17 

BEAR  STEARNS 

437 

1932 

-2 

2617 

4 

2973 

28 

58155 

6 

27.1 

25.0 

18 

COUNTRYWIDE  CREDIT  INDUSTRIES 

451 

1780 

84 

573 

106 

123  0 

173 

3667 

86 

7  4 

18.4 

19 

BENEFICIAL 

457 

1742 

7 

1819 

1 

148.4 

-1 

1  1423 

15 

7  8 

12.0 

20 

MERCURY  FINANCE 

483 

1615 

55 

135 

23 

42.1 

40 

633 

20 

17.1 

34.8 

21 

EQUIFAX 

515 

1509 

9 

1 134 

4 

85.3 

58 

708 

-1 

20.9 

22.9 

22 

DREYFUS 

521 

1477 

0 

342 

21 

91.2 

34 

861 

3 

12  2 

12.0 

23 

JOHN  NUVEEN 

548 

1384 

NA 

221 

23 

62.6 

31 

288 

NA 

35  2 

34.3 

24 

SUNAMERICA 

595 

1253 

122 

840 

3 

84.9 

81 

13626 

15 

8  5 

13.8 

25 

CHARLES  SCHWAB 

600 

1242 

-5 

909 

14 

812 

64 

5900 

17 

24.0 

34.4 

26 

FLEET  MORTGAGE  GROUP 

624 

1  177 

NA 

559 

NA 

102  2 

NA 

2647 

NA 

NA 

25.3 

2) 

A.G.  EDWARDS 

630 

1 168 

4 

1038 

22 

1  13.9 

24 

1727 

21 

19.8 

19.6 

28 

UNITED  INVESTORS  MANAGEMENT 

633 

1  165 

33 

334 

17 

74.7 

12 

1536 

24 

14.5 

15.6 

29 

DEAN  WITTER  DISCOVER 

652 

1 125 

NA 

5216 

7 

439  1 

27 

23822 

5 

NA 

NA 

30 

PAINEWEBBER  GROUP 

682 

1062 

14 

3364 

6 

213.2 

41 

26509 

17 

34.0 

22.6 

186  THE  1993  BUSINESS  WEEK  1000 


Transfer  To 
The  Only  IRA 
You'll  Ever  Need. 


What  makes  an  IRA  stand  out  from  the  rest?  Today,  it's 
more  than  great  service,  or  a  wide  range  of  choices,  or 
even  proven  money  management  skill  —  now  it  takes 
all  of  that.  And  when  it  comes  to  tlie  all-around  value 
you  want  for  your  IRA,  one  thing  is  clear:  Fidelity  has 
an  IRA  for  you. 

ONE  IRA  Gives  You  This  Many 
No-Load  Funds 

The  Fidelity  IRA  offers  you  over  50  no-load 
stock,  bond  and  money  market  funds  when  you 
invest  directly  with 

Iflciuifing: 

•  Fidelity  Asset  Manager™ 

•  Fidelity  Contrafund 

•  Fidelity  Growth  &  Income  Portfolio 


Fidelity'  —  more  tliiin 
any  other  mutual  fund 
company  Tliat  means 
you  can  put  more  of 
your  retirement 


money  to  work  witli  Fidelity's  expertise. 

ONE  IRA  To  Trade  Stocks  And 
Bonds  With  No  IRA  Fee 


Trade  With  Fidelity  And  Save 
On  Commissions  Versus  Schwab 
And  Other  Higher  Cost  Brokers 


If  you  ti"ade  individual 
stocks  and  bonds  for 
your  IRA,  Fidelity  can 
save  you  up  to  76% 
compared  to  fiill-cost 
brokers.-  And  if  vou  trade 


twice  or  more  each  year,  we'll  also  waive  your 
annual  IRA  maintenance  fee. ' 


Fidelity 


Bring  Your 
IRA  to  Fidelity 

And  Pay  No 
Annual  IRA  Fee 


ONE  IRA  Has  Fidelity's  Exclusive 
No  Annual  Fee  Offer 

If  your  Fidelity  mutual 
fund  IRA  account  has 
more  than  $5,000, 
we'll  waive  the  Fidelity 
annual  IRA  mainte- 
nance fee.'  That  way 
you  can  keep  more  of 
your  retirement  money 
working  for  you. 

It's  Easy  To  Transfer  To  Fidelity 

No  matter  where  your  IRA  is  now,  you  can  sim- 
ply and  easily  transfer  to  the  Fidelity  IRA.  Here's 
all  it  takes: 

1.  Call  for  your  free  IRA  Fact  Kit 

2.  Complete  and  return  the  IRA  q)plica- 
tion  and  transfer  form  to  us. 

That  's  all.  We'll  do  the  rest.  If  you  have  spe- 
cific plan  questions,  you'll  have  access  to  our 
Retirement  Specialists.  And,  our  represen- 
tatives are  available  24  hours  to  help  as  you 
decide  which  investment  choices  may  be  right 
for  you.  Call  today  and  let  us  show  you  why 
Fidelity  is  a  better  place  for  your  IRA. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


investments® 


2r  CODE:  BW/G EN  1/040293 

For  a  retirement  Fact  Kit  and  more  complete  information  on  any  Fidelity  fund  including  charges  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or 
send  money,  'Fidelity  Magellan*  Fund,  Fidelity  New  Millennium'"  Fund  and  Fidelity  Select  Portfolios*  are  excluded.  This  offer  applies  when  you  invest  in  certain  retirement  plans 
marketed  and  distributed  directly  by  Fidelity  ,  '76%  savings  ba.sed  on  October  l')92  survey  of  full-cost  brokers.  Minimum  commission  $38  is  based  on  trades  from  1  l/l/<)2 
through  lfl/3 1  A)3  This  waiver  applies  whether  you  make  two  trades  in  one  retirement  account  in  your  name,  or  one  trade  in  each  of  two  retirement  accounts  in  your  name 
This  waiver  only  appLes  to  FBSI  customers  who  have  a  Fidehty  prototype  retirement  plan  with  an  FDIC  insured  custodian/trustee.  Mutual  fund  trades  and  limited  partnerships 
are  not  included  in  this  offer,  'Annual  IRA  maintenance  fee  ehminated  for  mutual  hind  accounts  held  in  the  Fidehty  IRA,  Rollover  IRA,  SEP-IRA  and  SARSEP-IRA  with  an  account 
balance  of  $5,000  or  more  at  the  time  of  the  annual  IRA  maintenance  fee  billing.  For  the  Fidehty  Self-directed  IRA,  Self-directed  Rollover  IRA,  and  the  Self-directed  SEP-IRA,  the 
$20  annual  IRA  maintenance  fee  will  be  waived  if  one  or  more  Fidehty  mutual  fund  positions  held  in  the  IRA  has  a  balance  of  $5,000  or  more  at  the  time  of  the  IRA  maintenance 
feebilhng,  Fidehty  Distributors  Corporation,  Fidehty  Brokerage  Services,  Inc,  ("FBSI"),  161  Devonshire  Street,  Boston,  MA  021 10  Member  !WSE,  SIPC. 


U.S.  COMPMIES  RANKED  BY  INDUSTRY 


COMPANY 
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SALES 

PROFITS 
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RETURN 
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12 
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FiOx 

12 
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FiOM 

NVESTED 

ON 
COMMO 

% 

31 

llEXiNDEIi  S  UEXiNDER  SERVICES 

686 

1048 

22 

1350 

-1 

54.9 

NM 

2717 

-2 

13.1 

14.4 

32 

LEUCiDIi  NillONiL 

690 

1035 

78 

1606 

92 

153.6 

487 

4532 

3 

20.9 

35.0 

33 

GREEN  TREE  FINiNCIil 

692 

1034 

100 

247 

15 

72.5 

28 

1034 

18 

17.7 

24.9 

34 

4LLEGH4NY 

745 

928 

19 

1788 

27 

63.7 

193 

4732 

-1 

7,1 

8.2 

35 

FIRST  USA 

763 

890 

NA 

432 

8 

27.3 

195 

2715 

13 

10.7 

15.6 

36 

CRAWFORD 

79 1 

839 

-1  1 

598 

1 1 

40.4 

8 

304 

4 

21.0 

21.2 

37 

ADVANTA 

811 

814 

65 

355 

14 

48.0 

91 

1775 

3 

17.8 

27.5 

38 

T.  ROWE  PRICE  ASSOCIATES 

897 

687 

12 

245 

19 

35.8 

18 

206 

15 

23.1 

24.4 

39 

FUND  AMERICAN  ENTERPRISES  HOLDINGS 

912 

670 

-30 

214 

-8 

54.2 

-55 

3231 

14 

NA 

3.5 

40 

HEALTHCARE  COMPARE 

916 

663 

-16 

134 

32 

18.1 

1 

146 

11! 

NA 

15.4 

4t 

WESCO  FINANCIAL 

970 

595 

19 

132 

0 

22.0 

-27 

866 

5 

5.5 

5.2 

42 

UNITED  ASSET  MANAGEMENT 

984 

581 

19 

295 

26 

35.0 

44 

480 

6 

NA 

15.5 

43 

GFC  FINANCIAL 

994 

567 

28 

244 

-5 

36.8 

NM 

2642 

9 

5.7 

7.2 

17B  INSURANCE 

GROUP  COMPOSITE 

145473 

37 

164774 

1 

6736.1 

-26 

758665 

7 

7.8 

7.1 

1 

AMERICAN  INTERNATIONAL  GROUP 

19 

25819 

41 

18389 

9 

1625.0 

5 

81313 

27 

NA 

13.0 

2 

GENERAL  RE 

76 

9933 

22 

3387 

6 

596,4 

-9 

13280 

7 

13.4 

14.2 

5 
i 

r  U  tl  D  R 
L  n  U  DD 

YD 

/  T/  J 

41 

4941 

g 

617  1 

1 2 

15007 

9 

12  3 

15  6 

i 

AMERICAN  GENERAL 

125 

6434 

40 

4602 

5 

533.0 

1 1 

39742 

10 

10.0 

i1.5 

5 

CNA  FINANCIAL 

154 

5623 

14 

10793 

-3 

-662.4 

NM 

36681 

3 

NM 

-12.7 

6 

AETNA  LIFE  &  CASUALTY 

161 

5307 

1 1 

17497 

-3 

-5.3 

NM 

89928 

-2 

NA 

-0.1 

7 

TORCHHARK 

199 

4484 

49 

2046 

7 

265.5 

8 

6762 

10 

19.2 

24.9 

8 

GEICO 

202 

4414 

36 

2420 

13 

172.8 

-12 

4378 

7 

12.6 

13.9 

9 

CIGNA 

207 

4340 

8 

18582 

-1 

337.0 

-26 

69800 

5 

5.1 

5.9 

10 

SAFECO 

229 

3957 

35 

3481 

3 

3113 

20 

13252 

1 1 

11.1 

12.7 

1 1 

TRAVELERS 

234 

3853 

85 

9676 

-15 

-827.0 

NM 

53602 

1 

-13.4 

-19.4 

12 

UNUM 

237 

3822 

56 

2641 

9 

248.8 

21 

11214 

5 

28.1 

14.8 

13 

CAPITAL  HOLDING 

255 

3602 

36 

2853 

7 

322.5 

29 

20588 

9 

15.4 

16.9 

14 

LINCOLN  NATIONAL 

262 

3512 

50 

8034 

-12 

362.9 

74 

39672 

16 

12.4 

13.6 

15 

AON 

266 

3460 

28 

3337 

14 

206.2 

-15 

12624 

14 

10  1 

10.7 

16 

ST.  PAUL 

280 

3265 

10 

4499 

3 

-232.5 

NM 

13597 

5 

-8.4 

-11.7 

17 

CINCINNATI  FINANCIAL 

292 

3151 

65 

1304 

12 

171.3 

17 

3858 

19 

10.4 

10.6 

13 

AFLAC 

304 

2998 

27 

3986 

21 

183.4 

23 

1 1901 

17 

15.7 

16.9 

19 

MBIA 

332 

2764 

41 

328 

22 

188.7 

30 

2885 

27 

12.2 

13.7 

20 

EQUITABLE 

336 

2723 

NA 

6282 

3 

-32  2 

NM 

78900 

5 

NA 

-2  2 

21 

JEFFERSON-PILOT 

347 

2623 

43 

1202 

2 

203  2 

16 

5236 

6 

12.3 

12.0 

22 

PROGRESSIVE 

396 

2206 

124 

1739 

16 

139.6 

324 

3005 

1 

15.0 

31.3 

23 

UNITRIN 

397 

2202 

25 

1363 

9 

163.3 

20 

4621 

7 

8.4 

8.4 

24 

CONSECO 

473 

1668 

73 

1526 

10 

174.8 

44 

10800 

-7 

33.3 

33.3 

25 

MGIC  INVESTMENT 

474 

1663 

49 

352 

20 

102.3 

36 

1023 

14 

17.6 

18.2 

26 

iMBiC 

477 

1642 

36 

241 

29 

130.2 

15 

2075 

45 

14.0 

15.1 

" 

AMERICAN  NiTIONAL  INSURANCE 

491 

1595 

51 

1318 

10 

168.6 

34 

5084 

NA 

NA 

NA 

28 

20lh  CENTURY  INDUSTRIES 

:  492 

1588 

60 

991 

9 

1 17.5 

13 

1500 

9 

21.0 

21.0 

29 

KEMPER 

i  509 

1528 

-4 

2201 

-11 

-225.0 

NM 

14773 

1 

NA 

-11.5 

30 

CONTINENTAL  CORP. 

;  531 

1449 

-1 

4900 

1 

120.8 

-9 

12923 

2 

NA 

5.9 

31 

OLD  REPUBLIC  INTERNATIONAL 

i  567 

1305 

46 

1558 

16 

174.4 

45 

4156 

12 

12.9 

16.3 

32 

PROVIDENT  LIFE  i  ACCIDENT 

i  580 

1281 

27 

2867- 

1 

112.6 

31 

15925 

8 

7.0 

8.0 

33 

HARTFORD  STEAM  BOILER  INSPECTION 

;  609 

1213 

27 

682 

8 

56.3 

-24 

888 

0 

13.4 

15.1 

34 

TRANSATLANTIC  HOLDINGS 

614 

1189 

43 

619 

-1 

71.7 

2 

2432 

10 

13  3 

12.7 
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35     OHIO  CASUALTr 

616 

1 188 

24 

1812 

6 

97.1 

-10 

376 1 

7 

1  U- J 

1  1  fl 
1  1  .0 

36     ILLMERICA  PROPERIV  i  CASUAIIV 

622 

)  179 

51 

1 861 

3 

1 23.4 

151 

3855 

1 1 

N  A 

1 4  3 

37  USFSC 

647 

1 130 

47 

3660 

-12 

35.0 

NM 

13134 

~9 

4.3 

1  .0 

38  USLIFE 

771 

872 

27 

1 529 

1 1 

69.6 

-7 

5962 

1 6 

A  o 

6  9 

39     HORACE  MAHN  EDUCAIORS 

779 

854 

36 

706 

7 

71.8 

1 89 

2890 

7 

1 8.3 

on  o 

40     W.R.  BERKIEV 

789 

842 

43 

567 

5 

46.5 

0 

1712 

1 2 

9.4 

1  U  1 

41     ARGOHAUT  GROUP 

826 

794 

1 1 

470 

-9 

86.3 

2 

1914 

-2 

1 3.2 

1 3.2 

42     EQUIIABLE  OF  IOWA 

833 

776 

107 

458 

1 5 

57.3 

1 3 1 

5067 

20 

1  4.7 

I  O.J 

43     CCP  INSURAHCE 

862 

735 

NA 

600 

1 1 

76  9 

38 

4800 

9 

1 7.6 

21.9 

44  NWNL 

880 

707 

79 

1378 

3 

60.6 

28 

901 4 

3 

NA 

8.7 

45  (OLOHIAL 

934 

637 

72 

403 

1  1 

42.3 

5 

732 

20 

NA 

13.4 

46     NAIIOHAL  RE 

974 

591 

443 

344 

-6 

317 

4 

1325 

5 

10.1 

12.9 

47     LIFE  RE 

986 

578 

NA 

351 

13 

45.1 

104 

1078 

6 

17.9 

23.0 

17C  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

10362 

22 

10677 

-16 

773.7 

-22 

133862 

2 

6.2 

15.2 

1     GOLDEN  WEST  FINANCIAL 

302 

3012 

22 

2026 

-10 

283.5 

19 

25891 

7 

6.2 

16.4 

2      H.F.  AHMANSON 

368 

2391 

18 

3637 

-21 

156.4 

-36 

48141 

2 

7.6 

NA 

3     GREAT  WESTERN  FINANCIAL 

373 

2338 

-1 

3154 

-20 

53.9 

-82 

38439 

-3 

3.7 

NA 

4      WASHINGTON  MJTUAL  SAVINGS  BANK 

740 

944 

63 

780 

5 

100.0 

48 

8980 

26 

5.5 

10.3 

5     WASHINGTON  FEDERAL  SAVINGS  &  LOAN 

755 

912 

9 

272 

-3 

84.3 

14 

2866 

-2 

12  5 

19.2 

6     STANDARD  FEDERAL  BANK 

843 

763 

28 

808 

-8 

95.6 

45 

9545 

0 

8.4 

15.7 

18    OFFICE  EQUIPMENT  &  COMPUTERS 

:  INDUSTRY  COMPOSITE 

203949 

4 

198537 

8 

-2726.8 

NM 

232493 

7 

NM 

-3.3 

18A  BUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE 

18179 

21 

9538 

7 

846.9 

14 

11038 

5 

17.0 

18.4 

1  :  PITNEV  BOWES 

121 

6621 

28 

3434 

3 

312.2 

8 

6499 

2 

17.5 

18.9 

2  DELUXE 

256 

3582 

6 

1534 

4 

202.8 

1 1 

1 197 

9 

22.3 

24.4 

3     cue  INTERNATIONAL 

420 

2030 

41 

714 

15 

37.4 

1 

332 

20 

31.9 

48  8 

4     HON  INDUSTRIES 

749 

918 

44 

707 

16 

38.7 

18 

323 

15 

19.6 

23  7 

5     JOHN  H.  HARLAND 

770 

873 

3 

445 

18 

56.6 

14 

340 

-3 

20.1 

21.1 

6  DIEBOLD 

783 

850 

10 

544 

7 

41  1 

15 

547 

8 

10  9 

10  5 

7  i  prxis 

832 

777 

NA 

46 

244 

1  1.9 

NM 

96 

464 

14.8 

13.9 

8     REVNOLDS  S  REYNOLDS 

852 

748 

86 

657 

4 

41.9 

48 

518 

-4 

12.1 

16  3 

9     WALLACE  COMPUTER  SERVICES 

949 

616 

6 

526 

9 

40.9 

13 

475 

8 

10.6 

11.3 

10  VERIFONE 

982 

583 

1 

226 

20 

24.0 

28 

240 

23 

13.6 

13  8 

11     STANDARD  REGISTER 

983 

581 

14 

705 

2 

39.4 

20 

472 

5 

11.1 

1 1.8 

18B  COMPUTERS  &  PERIPHERALS 


GROUP  COMPOSITE 

95093 

-14 

157392 

5 

-6830.1 

NM 

187371 

6 

NM 

-10.3 

1 

INTERNATIONAL  BUSINESS  MACHINES 

12 

31525 

-36 

64523 

0 

-6865.0 

NM 

91017 

4 

NM 

-19.4 

2 

HEWLETT-PACKARD 

32 

19341 

3 

17120 

15 

840.0 

-1 

14308 

17 

11.1 

10.9 

3 

XEROX 

98 

7844 

11 

13980 

1 

-256.0 

NM 

34219 

9 

NA 

-7.2 

4 

APPLE  COMPUTER 

124 

6481 

-15 

7224 

1  1 

525.7 

62 

4495 

20 

23.0 

23.0 

5 

DIGITAL  EQUIPMENT 

134 

6150 

-16 

14162 

-1 

-2500.8 

NM 

1 1026 

-8 

NM 

-52.9 

6 

SUN  MICROSYSTEMS 

253 

3618 

21 

3832 

1 1 

128.0 

-36 

2769 

18 

NA 

8.0 

7 

COMPAQ  COMPUTER 

267 

3453 

38 

4100 

25 

213.2 

63 

2956 

7 

13.0 

1 1.5 

8 

UNISYS 

■  401 

2166 

43 

8422 

-3 

296.2 

NM 

7509 

-1  1 

11.3 

28  4 

9 

SILICON  GRAPHICS 

440 

1904 

64 

949 

10 

-74.4 

NM 

801 

15 

-13.1 

-15.0 

10 

TANDY 

478 

1642 

-29 

4788 

6 

174.2 

-1  1 

3476 

7 

9.1 

10  5 

11 

TANDEM  COMPUTERS 

529 

1457 

7 

2066 

7 

58.6 

NM 

1994 

2 

4.3 

4.7 

12 

DELL  COMPUTER 

658 

1  115 

29 

2014 

126 

101.6 

100 

830 

77 

23.2 

25.1 

13 

SEAGATE  TECHNOLOGY 

669 

1092 

7 

3079 

15 

222.9 

NM 

1915 

10 

19.6 

23.2 

14 

STORAGE  TECHNOLOGY 

716 

982 

-64 

1521 

-4 

15  5 

-83 

1712 

41 

4.2 

1.7 

15 

EMC 

725 

965 

195 

349 

50 

28.7 

120 

321 

69 

13.7 

18.2 

16 

AMDAHL 

758 

901 

-53 

2525 

48 

-7.0 

NM 

2669 

20 

NA 

-0.5 

17 

3COM 

769 

879 

152 

502 

36 

12.1 

NM 

315 

15 

5.4 

5.8 
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18 

CONNED  PERIPHERALS 

78  T 

851 

-26 

2238 

40 

1211 

31 

1683 

22 

1  1.9 

20.4 

19 

SIRiTUS  COMPUTER 

847 

758 

-33 

486 

8 

56.9 

15 

467 

18 

15.6 

14.6 

20 

CRIV  RESEARCH 

856 

742 

-29 

798 

-8 

-14.9 

NM 

1021 

-5 

-1.0 

-1.9 

21 

QUANTUM 

928 

64^1 

-7 

1536 

43 

84.8 

71 

885 

78 

16.2 

23.4 

22 

INTERGRAPH 

981 

583 

-34 

1 177 

-2 

8.4 

-88 

984 

-1 

1.3 

1.1 

18C  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

90678 

31 

31607 

22 

3256.4 

36 

34084 

16 

16.3 

20.9 

1 

MICROSOFT 

26 

231 1 1 

10 

3252 

43 

833.9 

43 

3226 

52 

30.3 

30.3 

2 

NOVELL 

86 

9094 

10 

989 

39 

267.7 

45 

1203 

51 

25.3 

25.6 

3 

AUTOMATIC  DATA  PROCESSING' 

100 

7615 

26 

2076 

15 

272.1 

14 

2281 

37 

16.3 

19.2 

4 

ELECTRONIC  DATA  SYSTEMS 

NR 

6863 

18 

8155 

16 

635.5 

13 

6124 

7 

18.2 

20.7 

5 

CISCO  SYSTEMS 

153 

5633 

150 

474 

94 

122.4 

108 

425 

94 

42.4 

42.4 

6 

ORACLE  SYSTEMS 

177 

4829 

79 

1310 

21 

89.0 

165 

969 

28 

16.8 

20.5 

7 

COMPUTER  ASSOCIATES  INTERNATIONAL 

216 

4151 

55 

1771 

27 

204.2 

42 

2283 

-1 

18.2 

21.3 

FIRST  DATA 

239  . 

3795 

NA 

1205 

17 

141.4 

20 

3916 

23 

14.9 

18.5 

9 

CABLETRON  SYSTEMS 

366 

2404 

50 

378 

44 

75.5 

44 

310 

49 

28.7 

28.7 

10 

SYNOPTICS  COMMUNICATIONS 

464 

1713 

328 

389 

57 

42.4 

58 

260 

59 

20.9 

20.9 

PARAMETRIC  TECHNOLOGY 

496 

1570 

120 

103 

96 

25.5 

1 1 1 

118 

98 

27.4 

27.4 

LEGENT 

501 

1550 

61 

487 

23 

34.8 

-1 1 

523 

76 

1 1.4 

10.7 

BMC  SOFTWARE 

533 

1443 

-8 

229 

33 

61.0 

49 

342 

62 

27.0 

30.0 

GTECH  HOLDINGS 

547 

1387 

NA 

467 

46 

35.6 

168 

487 

NA 

13  3 

23  5 

SYBASE 

569 

1303 

169 

265 

65 

23.7 

206 

210 

43 

NA 

20.0 

COMPUTER  SCIENCES 

604 

1225 

4 

2474 

27 

75  7 

16 

1385 

3 

9  4 

11.4 

ELECTRONIC  ARTS 

623 

1178 

142 

257 

68 

27.0 

77 

160 

83 

27.3 

28.7 

WELLFLEET  COMMUNICATIONS 

629 

1 168 

145 

123 

112 

18.0 

182 

113 

49 

19.7 

19.7 

LOTUS  DEVELOPMENT 

661 

1111 

-20 

900 

9 

80.4 

86 

763 

5 

16.5 

19.6 

AUTODESK 

670 

1089 

57 

353 

29 

43.9 

-24 

358 

9 

15  4 

15.4 

INFORMIX 

674 

1076 

167 

284 

58 

54.7 

349 

231 

74 

NA 

58.3 

COMPUWARE 

691 

1034 

NA 

219 

36 

10.6 

NM 

250 

NA 

NA 

6.4 

ADOBE  SYSTEMS 

709 

995 

-1  1 

266 

16 

43.6 

-16 

281 

27 

19.4 

19.4 

CADENCE  DESIGN  SYSTEMS 

806 

820 

-1  1 

435 

1 1 

55.4 

NM 

356 

46 

NA 

23.7 

PAYCHEX 

835 

773 

66 

175 

19 

16.8 

51 

95 

20 

21.6 

21.9 

COMDISCO 

885 

700 

7 

2223 

1 

20.0 

-75 

5146 

0 

4.8 

3.0 

FISERV 

907 

675 

38 

332 

18 

23.0 

25 

898 

21 

10.0 

11.9 

CERIDUN 

946 

621 

22 

830 

9 

-29.1 

NM 

530 

-46 

NA 

NM 

BORLAND  INTERNATIONAL 

968 

597 

-66 

464 

-8 

-81.2 

NM 

315 

-19 

-34.1 

-44,7 

ASK  GROUP 

985 

579 

97 

448 

13 

6  2 

NM 

300 

-2 

5.0 

4.7 

CIRRUS  LOGIC 

987 

575 

67 

275 

40 

26.7 

31 

227 

72 

18.4 

20.5 

19 

PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

59337 

7 

79349 

5 

1  296.1 

-13 

102198 

6 

4.7 

3.S 

19A  FOREST  PRODUCTS 

GROUP  COMPOSITE 

21951 

24 

29338 

5 

4t6.S 

NM 

38342 

5 

5.3 

4.1 

1 

WEYERHAEUSER 

87 

8988 

35 

9219 

6 

372.0 

NM 

18158 

7 

7.2 

10.3 

2 

GEORGIA-PACIFIC 

146 

5815 

3 

1 1847 

3 

-60.0 

NM 

10890 

3 

NM 

-2.5 

3 

LOUISIANA-PACIFIC 

228 

3959 

69 

2185 

28 

176.9 

216 

2206 

5 

11.1 

13.0 
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Just  Below  Calilorniii. 

According  to  Site  Selcitiun  magazim:       ^  ^^^'/FOfiM/A 
■wereranked  filth  in  ihenation  [or new  ^^^^ALABAM^^ 
plants  and  expansion,  mul  numhcr  live 
in  long-term  rankines. 


Where  exactly  is 
Alabama? 


r Kansas 
^  Alaska 
Missouri 
Teni 

Not  Far  From  Alaslta. 

,\ovv  there  s  a  state  that  doesn  t 
have  many  people  or  much  crime. 
)et  our  crime  rate  is  even  lower. 


"A 

,NNLS5LL 
ILA5AMA  i 
LOUISIANA^ 
;ONNLCTICUT 

f 

Riglil  BelweenTennpssee 
And  l.oiiisiiuia. 

In  IQOQ.  we  had  a  civilian  labor 
force  of  1.892.000.  one  of  the 
highest  in  the  region. 


It's  the  same  place  it  was  when  you  studied  geography. 
But  in  economics,  humanities,  history,  and  science,  it  s 
probably  a  long  way  from  where  you  think.  In  fact,  during 
the  past  few  years  Alabama  has  risen  in  several  business 
and  lifestyle  rankings,  surpassing  states  that  are  larger 
and  more  populated.  The  surge  in  popularity'  is  taking 
place  for  a  combination  of  reasons.  First  of  all.  Alabama  s 

always  been  known  for  its  natural  beauty.  But  now 
these  resources  have  been  combined  with  a  modern,  pro- 
business  environment,  creating  a  total  package  that  s  greater 
than  the  sum  ol  some  very  strong  parts.  As  a  result,  our 
research  parks,  health  care  industry  skilled  labor  force,  and 
joint  programs  between  education  and  business  are  drawing 
attention  and  praise  both  nationally  and  internationally. 
And  that  s  really  putting  Alabama  on  the  map. 


.MABAMA  '  * 
GtuKclA 

west  virginia 
^^.tennessee 
w arkansas 
Irth  car? 


\\m  Pa,[ 
Norlli  Carolina. 

\ \e  have  a  higher 
percentage  ol 
high  sehoul 
graduates  than  a 
state  that  s  known  ft 
its  education. 


A  Little  AI)oveRlio(lc  Island. 

Alabama  has  more  Fortune  500 
headquarters  than  states  you 
wvuld  e\pe(  t  to  find  ahead  ol 
us  in  ihi^  category. 


I  I    Isn't    W  here     You     Think    I  I  Is 


I  iir  mure  infinnijlinn.  i  iin/j-  /  llir  f,  i.;n.ni/(  Develiipment  PiiilncrJiip  ul  .Aidi<nu.i,  J  \urlh  jatison  Street.  Munlgumeiy.  .Mdlidma  5nl0-l.  P/iu/ir  JH 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

SMIL 

CHANG! 
FROM 
1992 

12 

MONIHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONIHS 
1992 
SMIL 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMll 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMC 

Eoum 
% 

4 

WIUAMETIE  INDUSTRIES 

385 

2273 

16 

2372 

18 

81.6 

78 

2527 

14 

6,1 

7.0 

5 

BOISE  CASC&DE 

751 

915 

6 

3716 

-6 

-154,0 

NM 

4560 

-4 

NM 

-20.8 

19B  PAPER 

GROUP  COMPOSITE 

37386 

-2 

soon 

5 

879.6 

-45 

63856 

7 

4.3 

3.3 

1 

KIMBERLY-CliRK 

89 

8922 

8 

7091 

5 

345.0 

-32 

6029 

6 

11,7 

12.7 

2 

INTERNlTIONiL  PAPER 

99 

7797 

-14 

13620 

7 

142,0 

-64 

16206 

14 

3,1 

2.2 

3 

UNION  CAMP 

296 

3081 

-13 

3064 

3 

35.4 

-72 

4689 

2 

4.1 

1.8 

4 

SCOTT  PAPER 

317 

2901 

-9 

4886 

4 

1672 

NM 

6300 

-3 

7,6 

8.3 

5 

CHAMPION  INTERNATIONAL 

325 

2821 

15 

4926 

3 

13,9 

-66 

9300 

8 

NM 

-0.4 

6 

MEAD 

355 

2555 

21 

4703 

3 

37  6 

-50 

4031 

1 

3,5 

2.5 

7 

WESTVACO 

383 

2295 

0 

2357 

4 

129,7 

-12 

3679 

6 

6.4 

7.3 

8 

CONSOLIDATED  PAPERS 

461 

1720 

0 

904 

4 

50.4 

-45 

1487 

5 

5.1 

5.5 

9 

JAMES  RIVER  CORP.  OF  VIRGINIA 

498 

1560 

-7 

4728 

4 

-122.1 

NM 

6336 

13 

NM 

-9.0 

10 

POTLATCH 

534 

1443 

1 1 

1327 

7 

78,9 

41 

1999 

6 

6.4 

8.3 

11 

BOWATER 

809 

816 

-12 

1494 

16 

-92,9 

NM 

2882 

4 

NM 

-1 1.3 

12 

P.H.  GLATFELTER 

821 

799 

-36 

540 

-5 

56,5 

-26 

648 

3 

12.5 

12.6 

13 

WAUSAU  PAPER  MILLS 

906 

677 

-9 

369 

3 

37.8 

9 

269 

14 

19.7 

21.7 

20 

PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

108052 

16 

64150 

6 

2736.7 

83 

102805 

4 

6.4 

6.5 

20A  BROADCASTING 

GROUP  COMPOSITE 

41281 

25 

19770 

8 

443.8 

NM 

41295 

4 

5.2 

5.4 

1 

TELE-COMMUNICATIONS 

71 

10478 

53 

3598 

8 

6.0 

NM 

12380 

0 

2.6 

-0.3 

2 

CAPITAL  CITIES/ABC 

94 

81 15 

1 1 

5344 

-1 

389,3 

4 

6522 

-3 

9.2 

10.1 

3 

VIACOM 

172 

5020 

23 

1865 

9 

66,1 

NM 

4321 

3 

4.7 

9.0 

4 

TURNER  BROADCASTING  SYSTEM 

249 

3664 

-18 

1770 

20 

34,1 

-21 

2606 

16 

4.8 

NM 

5 

COMCAST 

275 

3313 

62 

823 

16 

-169  2 

NM 

3627 

35 

NA 

NM 

6 

CBS 

333 

2759 

23 

3472 

15 

138,6 

NM 

3175 

13 

13.3 

29.5 

7 

BHC  COMMUNICATIONS 

459 

1736 

10 

308 

17 

109.3 

1 

2166 

9 

6.9 

6.7 

8 

GAYLORD  ENTERTAINMENT 

467 

1707 

23 

644 

7 

29  4 

NM 

845 

-5 

7.7 

14.7 

9 

MULTIMEDIA 

590 

1261 

29 

577 

10 

60.5 

25 

628 

13 

279 

NM 

10 

CABIEVISION  SYSTEMS 

721 

977 

46 

568 

-5 

-253.2 

NM 

1214 

-19 

NM 

NM 

11 

CHRIS-CRAFT  INDUSTRIES 

756 

910 

34 

332 

17 

65.2 

12 

2193 

9 

6.4 

5.9 

12 

CENTURY  COMMUNICATIONS 

859 

737 

-2 

332 

13 

-47.3 

NM 

1329 

0 

NM 

NM 

13 

ICA  CABLE  TV 

962 

605 

30 

139 

9 

15.0 

76 

290 

-5 

11.1 

19.2 

20B  PUBLISHING 

GROUP  COMPOSITE 

6677  1 

11 

44379 

6 

2292.9 

25 

61511 

4 

7.1 

6.9 

TIME  WARNER 

55 

13506 

42 

13070 

9 

86.0 

NM 

27028 

9 

1.3 

-6.6 

DUN  &  BRADSTREET 

73 

10070 

2 

4751 

2 

553,5 

9 

4856 

2 

24.6 

24  6 

GANNETT 

107 

7191 

7 

3469 

3 

345,7 

15 

3546 

-5 

13.9 

21.0 

READER'S  DIGEST  ASSOCIATION 

151 

5635 

0 

281  1 

14 

256  8 

16 

1996 

4 

27.7 

28.2 

TIMES  MIRROR 

215 

421 1 

-7 

3702 

2 

56.8 

-31 

4070 

0 

3.0 

3.0 

TRIBUNE 

270 

3422 

22 

2109 

3 

136.6 

-4 

2749 

-2 

NA 

21.7 

KNIGHT-RIDDER 

290 

3167 

3 

2330 

3 

146  1 

1 1 

2458 

5 

10.2 

11.6 

8 

DOW  JONES 

295 

3085 

-4 

1818 

5 

1  18,4 

64 

2402 

-4 

74 

8.1 

9 

MCGRAW-HILL 

318 

2898 

2 

2051 

6 

153,2 

3 

2508 

0 

12  3 

NA 

10 

WASHINGTON  POST 

326 

2814 

0 

1451 

5 

127,8 

8 

1568 

5 

12.9 

13.2 
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yw  Focused,  Full-Text  Database 
With  McGraw-Hill  Credibility... 


tlcGrflui-llill  Publications  Online 


Business  Meeh 
DerospoceOaily 


flviononOoily 

flviaNonWeehfr  Space  Technology 

BioleclinoloQiiNeiiistuatcli 

Byte 

Ctiemical  Engineering 
Clean-Coal/Sgnfuels  Letter 
CoalMeeh 

DalaCommucicallons 
EleclricUNIItiiWeeh 
EleclrlcalHorlrl 
Engineering  Nenis-Recoril 
Federal  Tectinology  Report 
Hazarrtous  Haste  Business 
Indepenrlent  Pouter  Report 
Inrlustrial  Energy  Bulletin 
Inside  Energg/ujitli  Federal  Lands 
Inside  FlflX. 
Inside  N.fi.C, 

Integrated  Waste  Manaoement 
Lan  Times 
tlodern  Plastics 
Nucleonics  NeeR 

Piatt's  International  Petroctiemical  Report 

Piatt's  OilgramNeois 

Piatt's  Oilgram  Price  Report 

TtiePtigsician&Sportsmedicine 

Postgraduate  Medicine 

SfrP'S  Emerging  6  Special  Situations 

SBP's  Revieuj  of  HanRing  &  Financial  Services 

S&P'S  RevieiD  of  Securities  &  Commodities 

Regulation 

Securities  WeeR 

Btilitii  Environment  Report 

TtieWeehlpf  Business  Aviation 


It  s  all  there,  word  for  word,  an  unedited  electronic 
libraiy  containing  the  full-text  of  articles  (except 
graphics)  exactly  as  they  are  published  in  McGraw- 
HiU  magazines  and  newsletters.  And  because  it's 
from  McGraw-I-[ill,  the  worid's  leading  proxader  of 
information  services,  you  also  get  unparalleled  excel- 
lence and  reliability  of  content. 

Plus,  you  can  search  the  entire  McGraw-Hill  data- 
base (over  45  leading  publications)  faster  with  more 
user-friendly  ease  than  any  other  text.  There  are  no 
cumbersome  indexes,  no  summaiy  words  to  look  up 
and  learn. .  .so  you  can  get  right  into  your  hunt  for  the 
information  you  need  about  companies,  people,  and 
products  on  any  topic. 

Make  the  connection  to  McGraw-Hill  Publications 
Online  today.  For  more  mfomiation  and  our  latest, 
complete  list  of  publications,  contact  Andrea 
Broadbent  at  (609)  426-5523  Or  fax  this  coupon 
to  (609)  426-7352  Or  send  it  to  the  address  below. 

Available  through  •  Dialog  •  NewsNet" 

•  Dow  Jones  News/  Retrieval  •  Lexis/Nexis® 

•  F.T.  Profile  (U.K.) 


HuGroiu-Hill  Publications  Online 


Princeton-Hightstown  Road 
Hightstown,  NJ  08520  U.S.A. 

Please  send  me  the  complete  list  of  your  publications  online. 


Name 


L 


Tiile 

Company 

Company  Address 

City 

State 

Zip/Postal  Code 

Countiy 

Tel 

J 


p.  COMMNIE^RfiNEED  BY  INDUSTRY 


I 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
EANK 

SMIL 

CHANGE 
F!OM 
1992 

12 

MONTHS 
1992 
SMIl 

CHANGE 
F80M 

1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
199? 
SMIL 

CHANGE 
FtOM 
1991 

% 

ON 
INVESTED 
CAPITAL 

ON 
COMMO 

11 

NEW  VORK  TIMES 

387 

2259 

0 

1774 

4 

-1 1.3 

NM 

2020 

-3 

NM 

NA 

12 

E.W.  SCRIPPS 

427 

1996 

8 

1263 

-3 

106.3 

65 

1712 

1 

12.8 

15.2 

13 

MARVEL  ENTERTAINMENT  GROUP 

697 

1020 

79 

224 

94 

32.7 

98 

418 

317 

10.8 

45.3 

14 

AFFILIATED  PUBLICATIONS 

778 

860 

17 

414 

5 

27.9 

NM 

307 

-20 

19  1 

22.0 

15 

A.H.  BELO 

838 

769 

16 

516 

20 

372 

200 

759 

2 

8.9 

13.2 

16 

LEE  ENTERPRISES 

874 

716 

1  1 

358 

6 

40  4 

37 

479 

2 

13,5 

19.2 

17 

COMMERCE  CLEARING  HOUSE 

904 

679 

-17 

659 

-6 

-13.6 

NM 

596 

-5 

-5.7 

-7.4 

18 

ENOUIRER  STAR  GROUP 

937 

631 

-27 

284 

3 

20.0 

402 

752 

-3 

5,7 

6.7 

19 

MCCIATCHV  NEWSPAPERS 

942 

626 

5 

440 

3 

30.2 

27 

491 

3 

8.5 

8.6 

20 

CENTRAL  NEWSPAPERS 

957 

610 

6 

434 

3 

23  4 

-10 

424 

9 

8.0 

7.8 

21 

HOUGHTON  MIFFLIN 

961 

605 

38 

455 

-3 

19.1 

-24 

371 

-3 

8.9 

9.5 

2  i 

SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

71S86 

It 

65565 

It 

3135.3 

31 

57595 

10 

11.6 

15.2 

21A  CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

8650 

8 

18753 

6 

358.0 

-6 

9298 

C 

7.4 

11.7 

FLUOR 

252 

3634 

7 

6847 

7 

138.8 

-13 

2366 

-2 

NA 

16.1 

McDERMOTT  INTERNATIONAL 

557 

1340 

23 

3200 

-9 

44  9 

17 

3067 

-5 

7,1 

6.4 

EGSC 

564 

1316 

-8 

2789 

4 

87.8 

8 

747 

1 1 

NA 

19.4 

FOSTER  WHEELER 

678 

1069 

6 

2495 

25 

45.5 

5 

1763 

8 

NA 

8.3 

JACOBS  ENGINEERING  GROUP 

903 

681 

-9 

1 138 

1  1 

27.6 

29 

303 

10 

18.9 

18.9 

MORRISON  KNUDSEN 

956 

610 

-1 1 

2285 

13 

13.4 

-62 

1052 

4 

5.7 

3.7 

2 IB  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

14147 

20 

1  2924 

20 

605.4 

25 

6456 

13 

13.3 

14. t 

GENUINE  PARIS 

224 

3982 

7 

3669 

7 

219.8 

6 

1597 

9 

17,8 

18.3 

W.W.  OPAINOEP 

313 

2916 

4 

2364 

14 

137  2 

7 

1311 

8 

14  8 

14.7 

PREMIER  INDUSTRIAL 

362 

2460 

43 

663 

5 

84.1 

15 

440 

17 

21  8 

22.1 

OFFICE  DEPOT 

449 

1815 

22 

1733 

33 

37  8 

163 

633 

49 

10,7 

10.8 

AVNET 

626 

1170 

27 

1991 

18 

60.2 

17 

1200 

2 

7.1 

7.1 

ARROW  ELECTRONICS 

708 

999 

204 

1622 

55 

50.2 

479 

781 

5 

12.0 

13.7 

STAPLES 

815 

805 

46 

883 

44 

16.1 

NM 

495 

61 

5.4 

7.0 

21C  POLLUTION  CONTROL 

GROUP  COMPOSITE 

27454 

2 

13812 

11 

1  267.1 

60 

20872 

13 

11.4 

17.9 

1 

WASTE  MANAGEMENT 

40 

18137 

-13 

8661 

15 

921.2 

52 

14114 

12 

12,1 

21.0 

2 

BROWNING-FERRIS  INDUSTRIES 

184 

4746 

34 

3334 

5 

187.6 

320 

4080 

10 

9,4 

13.1 

3 

CHEMICAL  WASTE  MANAGEMENT 

235 

3840 

-8 

1519 

12 

129  7 

29 

2338 

26 

10,3 

12.9 

4 

CALGON  CARBON 

865 

731 

-16 

298 

-3 

28.6 

-25 

340 

1 1 

1 1.0 

11.3 

2 ID  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

9477 

21 

87  7  1 

9 

535.1 

20 

8813 

7 

15.4 

19.9 

R.R.  DONNELLEY  i  SONS 

187 

4666 

19 

4193 

7 

234.7 

15 

3492 

3 

11.5 

12.8 

INTERPUBLIC  GROUP 

391 

2238 

9 

1856 

1  1 

1  1  1.9 

18 

2728 

17 

16  1 

18.2 

OMNICOM  GROUP 

603 

1227 

26 

1385 

12 

65.5 

15 

1885 

17 

14,0 

18.6 

VALASSIS  COMMUNICATIONS 

854 

747 

96 

699 

6 

87  4 

40 

298 

-46 

140,6 

NM 

SANTA 

966 

600 

40 

637 

13 

35.7 

26 

409 

4 

12.6 

14.3 

21E  OTHER  SERVICES 

GROUP  COMPOSITE 

11858 

21 

11304 

12 

369.7 

23 

12156 

13 

9.0 

10.7  1 

1 

SERVICE  CORP.  INTERNATIONAL 

512 

1518 

12 

772 

20 

86.5 

18 

2432 

28 

7.5 

13.0 

2 

(INTAS 

546 

1391 

6 

419 

1 1 

41,4 

27 

402 

18 

13.9 

16.8  ' 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

SMIL 

CHANGE 
FHOM 

MONTHS 
SMIL 

1991 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

% 

MONTHS 
1993 
SMIl 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

KEUV  SERVICES 

573 

1296 

21 

1723 

20 

39.2 

2 

506 

7 

10.8 

10.8 

4 

SiFETV-MEEN 

591 

1260 

-12 

795 

14 

45.3 

-12 

1002 

17 

6  8 

9,0 

5 

MANPOWER 

619 

1 184 

6 

3187 

14 

-39.7 

NM 

922 

-6 

NA 

-18,9 

i 

ROLLINS 

761 

894 

27 

528 

1  1 

38  0 

21 

237 

15 

29  9 

29  9 

7 

OLSTEN 

799 

831 

65 

987 

17 

21.1 

45 

224 

6 

13.0 

1  1,6 

g 

XIRl 

866 

729 

252 

236 

14 

32.2 

71 

940 

66 

7.0 

13,4 

9 

INFORMATION  RESOURCES 

872 

720 

42 

276 

24 

19.2 

25 

260 

46 

NA 

10,8 

10 

PHH 

900 

682 

18 

1987 

0 

54.7 

15 

4421 

5 

NA 

12  8 

II 

SOTHEBY'S  HOLDINGS 

902 

681 

-1 1 

229 

-9 

10.8 

-51 

495 

-11 

7.3 

5,1 

12 

SPS  TRANSACTION  SERVICES 

909 

673 

264 

166 

29 

20.7 

140 

313 

NA 

NA 

25,6 

!2 

TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

315142 

32 

201111 

4 

16258.8 

60 

338996 

2 

10.6 

14,7 

22A  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

120306 

39 

91900 

5 

4569.7 

439 

99935 

6 

10.3 

15.4 

1 

AMERICAN  TELEPHONE  i  TELEGRAPH 

2 

75700 

53 

64904 

3 

38070 

629 

57188 

7 

15,1 

20,1 

2 

MCI  COMMUNICATIONS 

60 

12284 

40 

10562 

1 1 

609.0 

1 1 

9445 

10 

116 

19,7 

3 

MCCAW  CELLULAR  COMMUNICATIONS 

117 

6688 

17 

1743 

28 

-364,7 

NM 

8916 

2 

NM 

-26  2 

4 

SPRINT 

123 

6494 

36 

9230 

5 

427  2 

16 

10200 

-3 

10.3 

15,5 

5 

LIN  BROADCASTING 

214 

4216 

9 

573 

22 

-95.1 

NM 

2804 

0 

3,1 

NM 

6 

CONTEL  CELLULAR 

489 

1599 

-18 

287 

22 

-73.1 

NM 

1936 

7 

NM 

NM 

7 

TELEPHONE  &  DATA  SYSTEMS 

507 

1536 

19 

454 

28 

38.5 

82 

1696 

24 

4,4 

4,4 

t 

CENTURY  TELEPHONE  ENTERPRISES 

518 

1493 

36 

357 

27 

60.0 

60 

1040 

36 

NA 

16  4 

9 

FLEET  CALL 

552 

1365 

363 

53 

2 

-10.9 

NM 

311 

55 

NM 

-4,3 

10 

U.S.  CELLULAR 

61 1 

1204 

8 

164 

65 

6  2 

NM 

856 

39 

3  4 

1,4 

11 

DSC  COMMUNICATIONS 

618 

1 186 

429 

536 

16 

1 1.6 

NM 

548 

-9 

7.9 

5,7 

12 

COMMUNICATIONS  SATELLITE 

684 

1059 

33 

564 

8 

42.9 

-40 

1543 

1 1 

6,5 

6,9 

13 

PAGING  NETWORK 

688 

1039 

63 

258 

55 

-6.8 

NM 

272 

53 

NM 

NM 

14 

PACIFIC  TELECOM 

748 

919 

-2 

705 

-3 

672 

-25 

1692 

0 

8  9 

112 

15 

SCIENTIFIC-ATLANTA 

793 

836 

118 

677 

35 

20.0 

NM 

484 

18 

6,0 

5,9 

16 

LDDS  COMMUNICATIONS 

819 

801 

91 

358 

61 

25.9 

65 

430 

33 

9  8 

17,0 

IT 

ASSOCIATED  COMMUNICATIONS 

884 

701 

-1 

56 

20 

3.7 

NM 

82 

23 

NA 

112 

18 

ADC  TELECOMMUNICATIONS 

969 

597 

55 

330 

16 

27.6 

96 

238 

-1 

14,2 

14,4 

19 

VANGUARD  CELLULAR  SYSTEMS 

977 

588 

-21 

90 

29 

-26.7 

NM 

252 

-2 

NM 

-88,1 

22B  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

194836 

28 

109210 

2 

11689.0 

26 

239061 

1 

10.8 

14.4 

GTE 

9 

33588 

25 

19984 

2 

1787.0 

17 

42100 

-1 

10,1 

14,4 

BELLSOUTH 

15 

27529 

25 

15202 

5 

1658.4 

10 

31463 

2 

10  2 

12  0 

BELL  ATLANTIC 

24 

23685 

42 

12647 

1 

1382.2 

12 

27896 

0 

NA 

17,9 

SOUTHWESTERN  BELL 

27 

22399 

28 

10015 

7 

1301  7 

13 

23583 

3 

11,1 

14  2 

AMERITECK 

31 

20026 

27 

11153 

3 

1346.0 

15 

22818 

2 

14,6 

19,3 

NYNEX 

35 

18796 

28 

13155 

-1 

13112 

118 

27537 

0 

NA 

13,7 

PACIFIC  TELESIS  GROUP 

36 

18786 

19 

9935 

0 

1 142.0 

13 

22516 

3 

NA 

13  8 

US  WEST 

43 

17356 

25 

10281 

-3 

1  179.4 

113 

27964 

0 

10,7 

14,3 

ALLTEL 

200 

4478 

45 

2092 

1 1 

228.6 

15 

3126 

6 

12  4 

17,5 

10 

CENTEL 

268 

3440 

-5 

1191 

1 

83,8 

-25 

3461 

-1 

6,0 

6,9 

11 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

377 

2313 

23 

1614 

0 

159,2 

30 

3485 

1 

9,5 

12,9 

12 

ROCHESTER  TELEPHONE 

584 

1270 

23 

804 

13 

70  5 

-6 

1482 

-2 

NA 

1 1  7 

13 

CINCINNATI  BELL 

627 

1 169 

3 

1136 

4 

38,9 

-9 

1633 

-6 

7.2 

5,9 

23 

TRANSPORTATION 

INDUSTRY  COMPOSITE 

73568 

14 

110777 

6 

709,9 

NM 

137107 

6 

-0.2 

1,3 

23A  AIRLINES 

GROUP  COMPOSITE 

14708 

1 

47472 

11 

-1929.8 

NM 

49338 

14 

NM 

-21.1 

1 

AMR 

201 

4453 

-14 

14396 

12 

-475.0 

NM 

18394 

16 

NM 

-11.8 

2 

SOUTHWEST  AIRLINES 

291 

3167 

96 

1685 

28 

91,0 

238 

2293 

25 

8.3 

11.0 
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II.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
RANK 

SMIl 

CHANGE 
FliOM 
1992 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

12 

MONTHS 
1992 
SMIl 

CHANGE 
FROM 
1991 

ON 
INVESTED 
CAPITAl 
f. 

ON 
COMM( 
EQUIT 

3 

UAL 

324 

2824 

-21 

12890 

1  1 

-417.2 

NM 

11387 

22 

NM 

-27.8 

4 

DELIA  AIR  LINES 

360 

2518 

-26 

1 1579 

16 

-564.8 

NM 

10156 

12 

NM 

-27.3 

5 

illlNIIC  SOUTHEAST  AIRLINES 

718 

981 

60 

236 

6 

37.1 

14 

403 

7 

13.4 

21.8 

6 

USAIR  GROUP 

840 

766 

-5 

6686 

3 

-600.8 

NM 

6705 

0 

NM 

-75.1 

23B  RAILROADS 

GROUP  COMPOSITE 

43466 

23 

33380 

3 

2123.9 

NM 

61177 

3 

8.9 

11.5 

UNION  PACIFIC 

62 

12132 

29 

7294 

4 

728.0 

NM 

14098 

6 

11.5 

16.2 

NORFOLK  SOUTHERN 

85 

9123 

10 

4607 

3 

557.7 

NM 

10401 

2 

10.7 

13.2 

CSX 

101 

7593 

29 

8734 

1 

20.0 

NM 

13117 

3 

NM 

0.7 

CONSOLIDATED  RAIL 

192 

4550 

36 

3345 

3 

282.0 

NM 

7150 

-4 

9.2 

9.8 

BURLINGTON  NORTHERN 

205 

4390 

32 

4630 

2 

299.0 

NM 

6537 

3 

12.9 

21.3 

SANTA  FE  PACIFIC 

363 

2455 

18 

2496 

6 

63  5 

-34 

5345 

2 

7.3 

6.8 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

598 

1243 

58 

741 

22 

63.8 

40 

1249 

14 

10.4 

14.2 

8 

ILLINOIS  CENTRAL 

666 

1 101 

9 

547 

0 

72  5 

1  1 

1207 

2 

14.3 

21.4 

9 

CHICAGO  S  NORTH  WESTERN  HOLDINGS 

766 

880 

84 

985 

1 

37.4 

NM 

2072 

-1 

9.2 

-14.7 

23C  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

7641 

13 

14491 

3 

126.2 

-3 

12600 

0 

4.1 

3.0 

1 

FEDERAL  EXPRESS 

299 

3058 

4 

7610 

1 

-107.4 

NM 

5792 

0 

NM 

-6.5 

2 

RVDER  SYSTEM 

394 

2225 

28 

5192 

3 

1 17.9 

79 

4930 

-3 

78 

7.9 

3 

FLIGHTSAFETV  INTERNATIONAL 

550 

1378 

-21 

278 

4 

82.3 

14 

814 

18 

14.3 

15.0 

4 

TRINITY  INDUSTRIES 

719 

980 

52 

141 1 

13 

33.3 

44 

1063 

6 

6.8 

8.8 

23D  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

7753 

-1 

15434 

3 

389.6 

-11 

13993 

3 

6.3 

7.4 

ROADWAY  SERVICES 

353 

2573 

-10 

3578 

13 

147.4 

16 

1660 

11 

14.4 

14.4 

ALEXANDER  S.  BALDWIN 

660 

1112 

-13 

731 

1 

605 

-32 

1686 

8 

NA 

10.8 

J.B.  HUNT  TRANSPORT  SERVICES 

794 

835 

20 

912 

24 

36.9 

25 

702 

36 

8  6 

12.9 

YELLOW  FREIGHT  SYSTEM 

864 

731 

-16 

2263 

-3 

41.0 

54 

1061 

-3 

8.0 

8.5 

CATX 

886 

700 

31 

1019 

3 

29.3 

-65 

3400 

-3 

7.2 

2.9 

CONSOLIDATED  FREIGHTWAYS 

938 

630 

-3 

4056 

-1 

-3  7 

NM 

2387 

2 

NM 

-3  1 

AMERICAN  PRESIDENT 

958 

609 

30 

2505 

2 

78.0 

18 

1540 

0 

NA 

17.0 

8 

OVERSEAS  SHIPHOLDING  GROUP 

996 

565 

-6 

371 

-11 

0.1 

NM 

1558 

1 

NM 

0.0 

24 

UTILITIES  &  POWER 

INDUSTRY  COMPOSITE 

298613 

23 

219680 

3 

20919.6 

22 

578296 

4 

8.2 

10.9 

24A  ELECTRIC,  WATER  &  COGENERATION 

GROUP  COMPOSITE 

261376 

20 

179759 

3 

18909.1 

16 

507670 

5 

8.2 

11.0 

t 

PACIFIC  GAS  &  ELECTRIC 

49 

14940 

20 

10296 

5 

1170.6 

14 

24188 

6 

NA 

13.3 

2 

SOUTHERN 

57 

12975 

35 

8073 

0 

1058  0 

7 

23323 

2 

9.4 

13  1 

3 

SCECORP 

70 

10914 

22 

7969 

5 

781  0 

5 

19140 

4 

9.4 

12.4 

4 

TEXAS  UTILITIES 

77 

9915 

24 

4908 

0 

737  6 

NM 

19429 

3 

8.5 

9.4 

5 

CONSOLIDATED  EDISON  CO.  OF  N.Y. 

92 

8216 

43 

5933 

1 

604.1 

7 

1  1694 

4 

8.9 

11.6 

6 

DUKE  POWER 

96 

7964 

23 

3961 

4 

508.1 

-13 

10802 

3 

8,6 

10.9 

7 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

97 

7920 

31 

5357 

5 

536.0 

-6 

14877 

3 

8  6 

10.5 

8 

DOMINION  RESOURCES 

110 

7045 

29 

3789 

0 

4906 

-4 

12609 

13 

8,3 

110 

9 

FPL  GROUP 

ITT 

6992 

24 

5193 

-1 

510.9 

22 

12306 

9 

9.3 

12.3 

10 

AMERICAN  ELECTRIC  POWER 

122 

6620 

17 

5045 

0 

527.7 

-4 

14215 

3 

8.8 

11.1 
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Progressive  corporations  all  over  the  world 
are  turning  desk  chairs  into  seats  of  learning. 
Corridors  into  study  halls.  And  smart 
employees  into  smarter  ones  with 
BusinessWeek  Advance,  an  invaluable  group 
of  executive  services  from  the  publisher  of 
BusinessWeek  magazine. 

BusinessWeek  Advance  puts  the  high- 
impact  information  of  BusinessWeek  into  your  j 
executives'  hands — and  minds — every  week. 
But  more  than  that,  we'll  customize  our 
program  to  suit  your  needs. 

We'll  express-deliver  BusinessWeek  to 
brief  your  executives  early.  Enclose  your 
personal  message  to  your  staff.  Send 
proprietary  reports  and  analyses  from 
prestigious  institutions.  Supply  your  staff 
with  developmental  materials.  And  more. 

Providing  BusinessWeek  Advance  to  your  ! 
employees  can  result  in  smarter  decisions,  j 
Higher  morale.  Strengthened  confidence. 
And  better  performance. 

But  BusinessWeek  Advance  does  more 
than  make  your  executives  more  valuable  to 
your  corporation.  It  makes  your  corporation 
more  valuable  to  your  executives. 

FOR  MORE  INFORMATION, 
CALL  212-512-3578. 


BusinessWeek 


1221  Avenue  of  the  Americas, 
New  York,  New  York  10020 


What's  The  Future  of 
Telecommunications? 
It's  Your  Call.. 


0  (i  ^ 


Dial  212.512.3113 

to  Fiiid  Out. 


Call  llene  Barnofsky  at  212.S12.31 13  or  800.821.1329 
for  more  details  and  to  register  for  the  e\'ent. 

For  information  about  corporate  sponsorship  at  this  or 
other  Business  Week  Executi\'e  Programs,  contact 
William  H.  DeGraff 

Director  of  Sales.  Strategic  Programs  212.S12.6012 


"The  1993  Future  of  Woric 
Communications  Symposiun 
New  Alliances  for  the  New  Ace 
of  Global  Markets" 


To  be  held  May  5  through  6,  1993 

at  McGraw-Hill  World  Headquarters.  Rockefeller  Center,  New 

Calling  all  upper  management:  Directors,  executive  via 
presidents,  general  managers,  vice-presidents  MIS  of  North  .\meri( 
largest  corporations,  and  miliiar\'  and  go\  ernment  officials  directly 
im  oh  ed  in  making  international  telecommunications  policy. 

Business  Week's  Symposium  on  The  Future  of  World 
Communications  will  feature  personal  interchanges  with  lea 
figures  of  international  business  and  go\  ernnient. 

Agenda  highlights  include; 

The  Honorable  Robert  J.L.  Hawke 

Prime  Minister  of  Australia.  1983-1991: 

'Telecommunications  and  Asia-Pacific  Economic  Cooperatiof 
Laying  li)e  Groundwork  for  a  Truly  Pacific  Community" 

Hank  R.  Green  berg.  Chairman  CEO 

.American  Intcrnationai  Group: 

'Tieu'  From  Tfje  Top:  Tlie  CEO  's  Perspective  on  World 
Communications 

'Tl}e  Ministers  Roundtable  "  which  feaaires: 

Ambassador  Bradley  P.  Holmes  Assistant  Secretary 

State.  U.S.  Department  of  State 
Edward  Leigh  MP  Pariiamentan'  Under-Secretar\'  of  State  fc 

Trade  and  TedinnlDgv.  UK 

Dr.  Eugene  Chien.  .Minister  of  Transportation  and 
Communications.  Republic  of  China 

Presented  in  association  with: 

BT  Cable  and  Wireless,  PLC 

France  Telecom   Gemini  Consulting 


BUSINESS  WEEK  EXECl  TIV  E  PROGRAMS.    TARGETED  ISSl  ES.  TARGETED  MARKE 
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IS.  COMPiLNIES  RANKED  BY  INDUSTRY 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1 000 
DANK 

SMIl 

CHANGE 
fliOM 
1992 

12 

MONTHS 
1992 
SMIt 

CHANGE 
f«OM 
1991 
% 

12 

MONTHS 
1992 
SMIL 

CHANGE 
FROM 
1991 
% 

12 

MONTHS 
1992 
SMIl 

CHANGE 
fliOM 
1991 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

11 

PHILADELPHIA  ELECTRIC 

128 

6340 

21 

3962 

-1 

478  9 

-10 

12578 

0 

8.3 

10  4 

12 

ENIEROy 

130 

6261 

25 

4117 

2 

5005 

-8 

14240 

-1 

8.5 

10  2 

13 

CENTRAL  &  SOUTH  WEST 

135 

6099 

27 

3289 

8 

404.0 

1 

9844 

5 

10.3 

13.1 

t4 

HOUSTON  INDUSTRIES 

136 

6055 

14 

4596 

3 

379  8 

-18 

1 1994 

0 

7.6 

9  9 

15 

COMMONWEALTH  EDISON 

143 

5866 

-22 

6026 

-4 

514.0 

442 

18016 

4 

6.7 

7.8 

16 

DETROIT  EDISON 

158 

5384 

18 

3558 

-1 

588.0 

4 

10443 

-1 

116 

18  3 

17 

CAROLINA  POWER  S  LIGHT 

166 

5244 

26 

2767 

3 

379  6 

1 

7706 

3 

9.9 

14.4 

18 

PACIFICORP 

182 

4780 

-14 

3242 

2 

150.2 

-66 

12932 

-3 

5  1 

3  4 

19 

PENNSYLVANIA  POWER  S  LIGHT 

196 

4519 

23 

2744 

0 

346  7 

0 

8192 

3 

NA 

13.1 

20 

UNION  ELECTRIC 

222 

3996 

19 

2015 

-4 

302.7 

-6 

5797 

1 

9.0 

13.2 

2t 

WHEELABRAIOR  TECHNOLOGIES 

233 

3859 

39 

1483 

26 

176.4 

40 

2962 

1 1 

12  0 

17.2 

22 

OHIO  EDISON 

244 

3738 

31 

2332 

-1 

283.5 

4 

7830 

0 

8  0 

10.5 

23 

NORTHEAST  UTIIIIIES 

245 

3697 

34 

3258 

18 

304.1 

9 

9645 

44 

6  2 

118 

24 

BALTIMORE  GAS  &  ELECTRIC 

248 

3667 

41 

2491 

1 

264.3 

13 

7375 

3 

7  4 

8  8 

25 

GENERAL  PUBLIC  UTILITIES 

288 

3200 

14 

3434 

2 

190.0 

-25 

7483 

3 

6.4 

6.3 

26 

LONG  ISLAND  LIGHTING 

293 

3148 

22 

2622 

3 

302  0 

-1 

10126 

2 

NA 

10  7 

27 

FLORIDA  PROGRESS 

297 

3064 

31 

2095 

1 

192.4 

I 

5333 

6 

8  2 

10.1 

28 

NIAGARA  MOHAWK  POWER 

301 

3018 

24 

3702 

9 

256  4 

5 

8591 

4 

7  2 

9  8 

29 

POTOMAC  ELECTRIC  POWER 

306 

2986 

13 

1602 

-1 

200.8 

-4 

6142 

5 

6.6 

10.2 

30 

SAN  DIEGO  GAS  S.  ELECTRIC 

309 

2948 

22 

1871 

5 

210  7 

1 

4200 

12 

8  9 

13.9 

31 

ALLEGHENY  POWER  SYSTEM 

312 

2926 

25 

2307 

1 

221.8 

4 

5039 

4 

8.1 

1 1.2 

32 

NORTHERN  STATES  POWER 

314 

2913 

16 

2159 

-2 

160.9 

-22 

4978 

5 

7  2 

8  9 

33 

WISCONSIN  ENERGY 

319 

2887 

17 

1552 

1 

175.6 

-10 

3745 

7 

8.3 

1 1.0 

34 

CITIZENS  UTILITIES 

321 

2873 

42 

587 

12 

1  17.7 

6 

1817 

13 

11.1 

14.5 

35 

CENTERIOR  ENERGY 

328 

2804 

10 

2438 

-5 

276.6 

-7 

12071 

2 

6  8 

7.5 

3i 

NEW  ENGLAND  ELECTRIC  SYSTEM 

342 

2680 

39 

2182 

4 

195.6 

3 

4585 

3 

8  7 

12.5 

37 

NEW  YORK  STATE  ELECTRIC  &  CAS 

370 

2381 

32 

1692 

9 

184.0 

9 

5176 

5 

7.8 

10.3 

38 

CINCINNATI  GAS  &  ELECTRIC 

381 

2300 

10 

1553 

2 

202.3 

-2 

4802 

5 

8  6 

10  6 

39 

DPL 

407 

2109 

25 

1034 

3 

148.2 

15 

2977 

0 

10  3 

13.9 

40 

WESTERN  RESOURCES 

421 

2024 

98 

1556 

34 

127.9 

77 

5427 

157 

6  4 

9.3 

41 

GULF  STATES  UTILITIES 

425 

2010 

50 

1773 

4 

133.8 

9 

6859 

-1 

7  0 

4.3 

42 

SCANA 

429 

1992 

23 

1 138 

-1 

124.1 

-13 

3558 

8 

8.5 

11.1 

43 

NIPSCO  INDUSTRIES 

435 

1948 

27 

1582 

3 

147  3 

2 

3777 

4 

9  7 

12  9 

44 

PINNACLE  WEST  CAPITAL 

441 

1894 

26 

1690 

15 

182  9 

NM 

6488 

-7 

7.3 

10.3 

45 

DOE 

444 

1845 

24 

1 185 

-1 

150.9 

5 

3930 

1 

8.3 

12.5 

46 

ILLINOIS  POWER 

454 

1768 

3 

1479 

0 

122  1 

12 

5362 

3 

5.9 

6  3 

47 

PUBLIC  SERVICE  CO.  OF  COLORADO 

460 

1725 

17 

1862 

4 

136.6 

-9 

3760 

9 

9.0 

1 1 .4 

48 

TECO  ENERGY 

468 

1701 

-20 

1  183 

3 

152  6 

3 

3024 

7 

9  7 

1  5-6 

49 

PUGET  SOUND  POWER  S  LIGHT 

472 

1669 

24 

1025 

7 

135.7 

2 

2992 

12 

8.6 

1  1.7 

50 

CMS  ENERGY 

479 

1629 

-8 

2957 

-5 

-29.0 

NM 

6223 

-13 

NM 

-3  6 

51 

KANSAS  CITY  POWER  &  LIGHT 

513 

1517 

18 

803 

-3 

86  3 

-17 

2647 

1 

7.1 

9  7 

52 

IPALCO  ENTERPRISES 

524 

1473 

23 

633 

-2 

915 

-13 

1901 

5 

8  7 

112 

53 

OKLAHOMA  GAS  &  ELECTRIC 

537 

1427 

-8 

1315 

0 

99.7 

-26 

2590 

1 

8.3 

10.8 

54 

MONTANA  POWER 

543 

1404 

1 1 

505 

1 

107.1 

1 

2273 

2 

9.4 

1 1.9 

55 

SOUTHWESTERN  PUBLIC  SERVICE 

553 

1355 

7 

757 

4 

102.1 

-7 

1705 

3 

10.0 

14.0 

56 

BOSTON  EDISON 

560 

1332 

39 

1412 

4 

107.3 

13 

3297 

6 

NA 

10.7 

57 

ATLANTIC  ENERGY 

571 

1298 

27 

817 

1 

104.0 

2 

2220 

3 

8.4 

10.9 

58 

DELMARVA  POWER  S  LIGHT 

582 

1272 

18 

864 

1 

98  5 

22 

2375 

5 

8.2 

12.1 

59 

AES 

588 

1264 

-11 

401 

20 

55.8 

31 

1552 

14 

8.3 

33.7 

60 

LOSE  ENERGY 

593 

1257 

30 

835 

17 

82.8 

-10 

2140 

6 

7.7 

1  1.0 

61 

PSI  RESOURCES 

610 

1210 

36 

1081 

-4 

103.4 

253 

2335 

1  1 

7.6 

14.9 

62 

KU  ENERGY 

648 

1 130 

23 

576 

-2 

76.7 

-8 

1 169 

2 

9.7 

12.7 
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U.S.  COMPANIES  RANKED  BY  INDUSTRY 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

S  MIL 

CHANGE 
FHOM 
1992 

12 

MONTHS 
1992 
SMll 

CHANGE 
F80M 
1991 

1! 

MONTHS 
1992 
SMIL 

CHANGE 
fllOM 
1991 

12 

MONTHS 
1992 

SMll. 

CHANGE 
fliOM 
1991 

% 

ON 
INVESTED 
CAPITAL 

T. 

ON 

COM.M 
EOU 

63 

UIILICOliP  UNITED 

649 

1 1 29 

16 

1299 

21 

52,9 

-32 

2553 

7 

7.1 

7.; 

64 

CIPSCO 

659 

1113 

24 

740 

2 

77,0 

-1 

1733 

-1 

8.6 

11 J 

65 

MINNESOIi  POWER 

680 

1064 

18 

489 

1 

68.5 

-9 

1679 

2 

9.7 

13.: 

66 

IDAHO  POWER 

681 

1063 

21 

498 

3 

60,0 

4 

1862 

5 

70 

8.; 

67 

DESIEC  ENERGY 

701 

1012 

-20 

508 

16 

87,5 

7 

783 

18 

16.3 

16.; 

68 

WPl  HOLDINGS 

714 

985 

20 

652 

0 

60,8 

-12 

1557 

13 

9  3 

12.; 

69 

MIDWEST  RESOURCES 

715 

983 

-1 

1033 

1 

46,3 

-40 

2409 

0 

NA 

6.; 

70 

WASHINGTON  WATER  POWER 

722 

976 

24 

558 

-2 

72.3 

2 

1534 

1 

8  2 

11.; 

71 

ROCHESTER  CAS  S  ELECTRIC 

732 

953 

30 

896 

5 

70.4 

21 

2049 

5 

79 

9.- 

72 

HAWAIIAN  ELECTRIC  INDUSTRIES 

741 

943 

10 

1031 

4 

68  4 

9 

4136 

13 

7.3 

1 1.( 

73 

PORTLAND  GENERAL 

743 

934 

26 

884 

-1 

102.3 

NM 

2644 

-3 

NM 

12.8 

74 

NEVADA  POWER 

76i 

887 

44 

587 

9 

56.8 

61 

1533 

10 

NA 

9.8 

75 

lES  INDUSTRIES 

775 

866 

29 

678 

3 

507 

8 

1594 

10 

8.1 

10.1 

76 

MAGMA  POWER 

787 

845 

64 

109 

15 

36  4 

7 

397 

12 

12.8 

14.3 

77 

AMERICAN  WATER  WORKS 

803 

822 

16 

657 

3 

68  2 

-7 

2416 

8 

NA 

10.6 

78 

WISCONSIN  PUBLIC  SERVICE 

808 

817 

36 

635 

2 

58.0 

7 

1  146 

/ 

9.8 

13.7 

79 

CENTRAL  MAINE  POWER 

853 

748 

24 

878 

1 

63  6 

8 

1690 

7 

8  9 

11.0 

80 

OGDEN  PROJECTS 

867 

729 

-12 

466 

28 

43.0 

-18 

2292 

14 

NA 

14.6 

81 

CALIFORNIA  ENERCV 

876 

710 

77 

128 

10 

38.8 

46 

581 

12 

NA 

20.6 

82 

IOWA-ILLINOIS  GAS  &  ELECTRIC 

929 

642 

-3 

498 

-3 

45.4 

-16 

1673 

8 

5  7 

8.2 

83 

ORANGE  S  ROCKLAND  UTILITIES 

952 

612 

30 

844 

15 

45.8 

2 

1  149 

4 

NA 

11.6 

84 

UNITED  ILLUMINATING 

967 

598 

25 

674 

-1 

58  3 

7 

2478 

10 

8.1 

12.2 

85 

CENTRAL  LOUISIANA  ELECTRIC 

998 

563 

10 

352 

2 

45.2 

1 

978 

0 

10.2 

12.5 

24B  GAS,  OIL  &  TRANSMISSION 

GROUP  COMPOSITE 

37236 

46 

3992  1 

6 

2010.5 

135 

70626 

3 

8.4 

10.2 

1 

ENRON 

112 

6849 

100 

6325 

14 

336.3 

39 

10664 

3 

NA 

13.8 

2 

CONSOLIDATED  NATURAL  GAS 

208 

4281 

43 

2521 

-3 

195.0 

16 

5242 

5 

8  7 

9.4 

3 

PANHANDLE  EASTERN 

376 

2320 

47 

2342 

-5 

188.6 

122 

6399 

4 

9  6 

13.3 

4 

SONAT 

384 

2286 

74 

1484 

4 

101  0 

30 

3165 

-1 

7.4 

8.8 

5 

WILLIAMS 

410 

2081 

38 

2448 

17 

128.3 

17 

4781 

16 

7.9 

94 

6 

PACIFIC  ENTERPRISES 

465 

1713 

27 

2912 

-4 

142  0 

-18 

5424 

-1 

NA 

13.4 

7 

NICOR 

511 

1520 

32 

1612 

6 

108  3 

0 

2239 

-2 

NA 

15.6 

8 

EL  PASO  NATURAL  GAS 

597 

1244 

75 

803 

9 

76,3 

-14 

2051 

-1 1 

9.1 

1  1.4 

9 

COLUMBIA  GAS  SYSTEM 

625 

1176 

23 

2922 

13 

90.9 

NM 

6206 

6 

1 1.2 

9.2 

10 

EQUITABLE  RESOURCES 

632 

1165 

51 

812 

19 

60.0 

-7 

1400 

2 

9  8 

10.5 

11 

QUESTAR 

637 

1 154 

56 

605 

-4 

70.5 

12 

1324 

9 

10.5 

13.5 

12 

ENSERCH 

641 

1  144 

48 

2825 

0 

-12.6 

NM 

3094 

-2 

3.3 

-4.0 

13 

BROOKLYN  UNION  CAS 

654 

1  120 

37 

1  115 

12 

63.5 

-3 

1862 

2 

6.8 

9  4 

14 

PEOPLES  ENERGY 

656 

1118 

24 

1  127 

1 

71  8 

0 

1783 

9 

9.0 

1  1.2 

15 

NATIONAL  FUEL  GAS 

677 

1069 

36 

942 

8 

59  3 

8 

1803 

7 

8  7 

9  4 

16 

ATLANTA  CAS  LIGHT 

700 

1013 

38 

1029 

6 

56  3 

21 

1593 

8 

10.9 

1  1.6 

17 

ARKLA 

710 

994 

-1 1 

2744 

1 

6  2 

-62 

4607 

-2 

NA 

-0.2 

18 

WASHINGTON  GAS  LIGHT 

780 

852 

28 

789 

12 

55  0 

16 

1205 

8 

9  1 

1 1.8 

19 

MCN 

804 

822 

40 

1438 

13 

58  1 

60 

1507 

7 

1  1.2 

15  9 

20 

WESTERN  GAS  RESOURCES 

827 

788 

94 

600 

68 

39.7 

90 

584 

6 

10.7 

15  1 

21 

SEAGULL  ENERGY 

:  875 

715 

124 

239 

-4 

4.4 

-14 

582 

-2 

4.2 

1.8 

22 

UCI 

■  936 

633 

44 

708 

0 

35.8 

36 

1020 

4 

8  1 

8.7 

23 

EASTERN  ENTERPRISES 

947 

616 

14 

1091 

10 

37  9 

29 

1366 

6 

6  2 

7.4 

24 

PIEDMONT  NATURAL  GAS 

997 

565 

42 

490 

14 

38  0 

37 

724 

9 

10  5 

14  4 
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The  first  satellite-delivered 
price  and  news  system 


tailored  to  the  $l()0-billion 
natural  gas  industry. 
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tandard  &  Poor's  CUSIP  ISID-CD 


Avitidoii/Aerospace  OnliiEiib 


In  print  through  books,  magazines  and  newsletters  •  On-line 
over  electronic  networks  •  Over  the  air  by  television,  satellite  and  FM 
sideband  •  On  software,  videotape,  facsimile  and  compact  disks. 

McGraw-Hill  provides  information  in  many  frequencies:  instantly, 
daily,  weekly,  monthly,  annually— to  meet  the  growing  and  changing  global 
needs  of  business,  industry,  education,  the  professions  and  government. 


lepard's  Citations,  available  on-line 


The  first  on-line  database 


to  offer  credit  analysis 


for  the  corporate  bond  market. 


andard  &  Poor's  CreditWire 


At  McGraw-Hill,  being  fir 
is  almost  second  natirfe. 


IP  1 ;  ■ 


The  first  index  to  provide 
a  performance  benchmark 
for  mid-capitalization  stocks. 


rill  Tr,'^wfr*TK|i 


Edit  Browse  Search  Find  Location 
The  first  encyclopedia  of 


mammalian  biology  with 
text,  still  images,  sound 
and  full-motion  video. 


Hel( 


At  McGraw-Hill,  being  first 
Hs  almost  second  nature.  \ 


The  first  multimedia  learning 
system  integrated  with  a 
public  television  series  for  the 
study  of  Spanish. 


MMS  International's  Yen  Maricet  Analysis 
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Alphabetical  List  Of  Companies 

The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among  the  Business  Week  1000.  That  list  begins  on  page  118. 
The  numbers  immediately  to  the  right  identify  the  company's  rank  in  sales,  profits,  and  assets,  respectively  among  all  Business  Week  1000  companies. 
The  number  in  the  far  right  column  identifies  the  company's  industry  code  for  reference  to  the  special  industries  section  beginning  on  page  164. 


!AN<  COMPAMY 


0'>:E8  tANKINGS 
SAlES  flOFI'S  ASSETS  NO 


iiN<  COWPANY 


OTt-Ei  jjANtiNGS  i^p 
SALES  PiOHTS   ASSETS  NO 


Oma  tANKINGS 

SAIES  TOFITS  Assrs 


29  &BBOTT  LABORATORIES      1  22    25  236    1  2 

One  Abbott  Pork  Rd,  Abbott  Perk,  IL  60064/708-937-6100 

969  ADC  TELECOMM.  910  817  968  22 

4900  West  78th  St,  Minneopolis,  MN  55435/6)2-938-8080 

915  ADEPIEC  926  700  963  9 

691  South  MilpilosBW,  Milpitos  CA  95035/408-945-8600 

709  ADOBE  SYSTEMS  929  687  954  18 

1585  Chorleslon  Rd  Mountom  View,  U  94043/415-96M400 

418  ADVANCED  MICRO  DEVICES  516  192  626  9 

1160  Kera  Ave,  Sunnyvole,  CA  94086/408-732-2400 

811  ADVANTA  896  655  560  17 

300  Welsh  Rd,  Horshom,  W  19044/215-657^000 

588  AES  881  614  605  24 

1001  North  19lh  St,  Ariinglon,  VA  22209/703-522-1315 

161  AETNA  LIFE  S  CASUALTY      34  910    16  17 

151  Formington  Ave,  Hortford,  0  06156/203-27Jfll23 

778  AFFILIATED  PUBLICATIONS  879  815  942  20 

135  Morrissey  Blvd,  Boston,  MA  02107/617-929  3300 


304  AFLAC  230  246  152  17 

1932  Wynnton  Rd,  Columbus.  GA  31999,. 706-323-3431 

368  AHMANSON  (H.F.)  257  281     35    1  7 

4900  Rivergtode  Rd,  Irwindole,  CA  91706/818-960-6311 

171  AIR  PRODUCTS  &  CHEMS.    289  168  332  4 

7201  Hamilton  BM,  Allentown,  f»  18195/215^8M911 

873  ALBERTO-CULVER  604  739  829  6 

2525  Armitoge  Ave  Melrose  Pork  IL  60160/708450-3000 

109  ALBERTSON'S  86  174  429  10 

250  Porkcenler  Blvd,  Boise,  ID  83706/208-385-6200 

431  ALCO  STANDARD  180  377  458  5 

825  Ouportoil  Rd,  Wiyn,  RA  19087/215-296^000 

138  ALCOA  97  843  165  16 

1501  AlroD  BIdg,  Pittsburgh, « 15219/412-5534545 

686  ALEXANDER  S  ALEXANDER  551  620  445  17 

1211  Avenue  of  the  Americos  New  fcrk,  NY  10036/212-840-8500 

660  ALEXANDER  &  BALDWIN     722  578  579  23 

822  Bishop  St.  Honolulu,  HI  96813/808-525^611 

745  ALLEGHANY  458  554  317  17 

55  Eost  52nd  St,  New  *rk,  NY  10055/212752-1356 


621 


ALLEGHENY  LUDIUM         628  664  748  16 

1000  Six  PPG  Ploce,  Pittsburgh,  W 15222/412-394-2800 


312  ALLEGHENY  POWER  387  206  306 

12  Eost  49th  St,  New  *rk,  NY  10017/212-752-2I2I 

516  ALLERGAN  669  387  745  1 

2525  Duponi  Drive,  Irvine,  CA  92713/714-752-4500 

81  AILIEDSICNAL  62    85  173 

101  Columbio  Rood,  Morristown,  NJ  07962/20M55-2000 

622  ALLMERICA  PROPERTY       443  342  367 

440  Lintoln  St,  Wortesler,  MA  01605/508-855-1000 

200  ALLTEL  414  201  406 

One  AlI.ed  Dr,  Little  Rock,  AR  72202/501-661-8000 

392  ALZA  935  514  807 

950  Page  Mill  Rd,  Palo  Aho,  CA  94304/4IS494-5000 

476  AMAX  251  969  275 

200  Park  Ave,  NewYbrti,  NY  10166/212-8564200 

959  AMAX  GOLD  982  875  871 

350  Indiano  St,  Golden,  CO  80401/303-27Jfl600 

477  AMBAC  944  326  513 

One  State  St  Ploza,  New  Ybrk,  NY  10004/212-668-0340 

758  AMDAHL  359  912  449 

1250  Eost  Argues  Ave,  Sunnyvale,  CA  94088/408-746-6000 

178  AMERADA  HESS  161  890  209 

1185  Avenue  of  the  Americos,  New  Ibrk.  NY  10036/212-997-8500 
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OIH[R  RANKINGS  iffj^ 
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t3  AMERICAN  BRANDS  t03    45  It3  6 

1700  East  Pulnam  Ave,  Old  GFeenwich,  0  06870/203-698-5000 

95  AMERICAN  CYANAMIO        1  79  1  1  7  276  4 

One  CyoFiomid  Plozo,  *y(\e,  NJ  07470/201-831-2000 

22  AMERICAN  ELECTRIC  189    90  1  21  24 

One  RiveFslde  Plazo,  Coluinbus,  OH  43215/614  223 1000 

61  AMERICAN  EXPRESS  20  109      7  17 

AmeFkan  Express  Twf  World  FinI  Ctr,  New  *fI<,  NY  10285/212-640-2000 

125  AMERICAN  GENERAL  210    86    45    1  7 

2929  Allen  Pkwy,  Houston,  TX  77019/713-522 1111 

148  AMERICAN  GREETINGS       487  389  618  14 

10500  AmeFiton  Rd,  Clevelond,  OH  44144/216-252-7300 

33  AMERICAN  HOME  PRODS.    1  20    30  234  12 

685  Third  Ave,  New  VofI<,  NY  10017/212-878  5000 

19  AMERICAN  INTL.  GROUP       31     14     18  17 

70  Pine  St,  New  York,  NY  10270/212-770-7000 

788  AMERICAN  MEDICAL  393  356  427  12 

8201  Preston  Rd,  Dallas,  TX  75225/214-360-6300 

491  AMERICAN  NATIONAL        555  267  302  17 

One  Moody  Plozo,  Golveston,  TX  77550/409-763-4661 

639  AMERICAN  POWER  967  816  993  9 

132  FoiFgrounds  Rd,  West  Kingston,  Rl  02892/401-789-5735 

958  AMERICAN  PRESIDENT       361  492  609  23 

nil  Broodway,  Ooklond,  CA  94607/510-272-8000 

323  AMERICAN  STORES  28  216  252  10 

709  East  South  Temple,  Salt  Lake  City,  UT  84102/801-539  0112 

803  AMERICAN  WATER  WORKS  752  534  476  24 

1025  Lourel  Ook  Rd,  Voorhees,  NJ  08043/609  346-8200 

3t  AMERITECH  7  1    20    88  22 

30  South  Wocker  Or,  Chicogo,  11  60606/312  750-5000 

!9i\  AMETEK  7  17  683  825  9 

Station  Squore,Pooli,W  19301/215-647-2121 

194  AMGEN  61  1  129  633  12 

1840  De  Havillond  Dr,  Thousond  Ooks,  CA  91320/805499-5725 

17  AMOCO  19    47    64    1  1 

200  Eost  Randolph  Dr,  Chicogo,  11  60601/312-856-6111 

133  AMP  284  161  420  9 

470  Friendship  Rd,  HoFFisburg,  RA 17111/717  564-0100 

201  AMR  43  991    99  23 

4333  AiTion  Carter  Blvd,  Fort  Worth,  Ta  76155/817-963-1234 

579  AMSOUTH  BANCORP.         687  401   192  3 

1900  Fifth  Avenue,  North  Birmingham,  AL  35203/205-326-5120 

446  ANADARKO  PETROLEUM      887  820  585    1  1 

17001  Nonh(hase  Dr,  Houston,  TX  77060/713-875 1101 

785  ANALOG  DEVICES  785  836  837  9 

Three  Technology  Way,  Norwood,  MA  02062/617  329-4700 

50  ANHEUSER-BUSCH  68    38  182  6 

One  Busch  Ploce,  Si  Louis,  MO  63118/314-577-2000 

266  AON  285  217  141  17 

123  North  Wacker  Dr,  Chicogo,  IL  60606/312-701-3000 

651  APACHE  854  657  669  11 

2000  Post  Ook  Blvd,  Houston,  TX  77056/713-296-6000 

124  APPLE  COMPUTER  133    91  333  18 

20525  Morioni  Ave,  Cupertino,  CA  95014/408-996-1010 

458  APPLIED  MATERIALS  702  658  755  15 

3050  Bowers  Ave,  Santa  Cloro,  CA  95054/408-727-5555 


91  ARCHER  DANIELS  MIDLAND  96    89  220  10 

4666  Tories  Pkwy,  Decatur,  IL  62526/217424-5200 

226  ARCO  CHEMICAL  303  227  377  4 

3801  West  Chester  Pike,  Newtown  Squore,  PA  19073/215-359-2000 

826  ARGONAUT  CROUP  843  452  536  17 

1800  Avenue  ol  the  Stars,  Los  Angeles,  CA  90067/310-553-0561 

710  ARKLA  338  892  324  24 

525  Milam  St,  ShreveporT,  LA  71101/318-429  2700 

860  ARMCO  416  990  507  16 

300  Inlerpoce  Pkwy,  Parsippony,  NJ  07054/201 316  5200 

601  ARMSTRONG  WORLD  356  944  524  6 

313  West  Liberty  St,  Lancaster,  PA  17603/717  397-0611 

708  ARROW  ELECTRONICS         491  648  777  21 

25  Hub  Dr,  Melville,  NY  11747/516-391-1300 

870  ARVIN  INDUSTRIES  438  7  17  686  2 

One  Noblitt  Ploza,  Columbus,  IN  47201/812-379-3000 

693  ASARCO  437  931  430  16 

180  Moiden  Lane,  New  York,  NY  10038/212-510-2000 

470  ASHLAND  OIL  95  945  286    1  1 

1000  Ashlond  Dr,  Russell,  KY  41169/606-329-3333 

985  ASK  GROUP  859  893  946  18 

2440  West  El  Camino  Reol,  Mountain  View,  CA  94039/415-969-4442 

884  ASSOCIATED  COMMUNS.      992  901  997  22 

Golewoy  Towers,  Pittsburgh,  PA  15222/412-281-1907 

700  ATLANTA  GAS  LIGHT         632  612  596  24 

303  Peachtree  St,  Allanto,  OA  30308/404-5844000 

571  ATLANTIC  ENERGY  694  391  495  24 

6801  Block  Horse  Pike,  Pleasontville,  NJ  08232/609-6454100 

38  ATLANTIC  RICHFIELD  33    27    78    1  1 

515  South  Flowei  St,  Los  Angeles,  CA  90071/213486-3511 

718  ATLANTIC  SOUTHEAST  AIR  947  750  898  23 

100  Hartsfield  Or  Pkwy  S,  800,  Atlanta,,  OA  30354/404  766 1400 

2  ATST  4      4     27  22 

32  Avenue  of  the  Americas,  New  York,  NY  10013/212-387-5400 

670  AUTODESK  898  684  911  18 

2320  MoTinship  Woy  Sausalilo,  CA  94965/415-332-2344 

100  AUTOMATIC  DATA  415  1  76  492  18 

One  ADP  Blvd,  Roseland,  NJ  07068/201-994-5000 

331  AUTOZONE  626  535  846  8 

3030  Poplar  Ave,  Memphis,  TN  38111/901-325-4600 

497  AVERY  DENNISON  347  482  581  15 

150  North  Oronge  Grove  Blvd,  Posodeno,  CA  91103/818-304-2000 

626  AVNET  431  581  676  21 

80  Cutter  Mill  Rd,  Greet  Neck,  NY  11021/516466-7000 

198  AVON  PRODUCTS  240  257  549  6 

Nine  West  57lh  St,  New  York,  NY  10019/212-546-6015 


b 


284  BAKER  HUGHES  349  923  404  11 

3900  Essex  Lone,  Houston,  TX  77027/713439-8600 

744  BAIL  404  561  602  7 

345  South  High  St,  Muncie,  IN  47305/317-747-6100 

248  BALTIMORE  G  S  E  364  182  230  24 

39  West  Lexington  St,  Boltimore,  MD  21203/410-234-5000 

63  BANC  ONE  160    51     23  3 

100  East  Broad  St,  Columbus,  OH  43271/614-248-5800 


541  BANCORP  HAWAII  656  360  139 

130  MerchonI  St,  Honolulu,  HI  96813/808  537-8111 

499  BANDAG  784  469  875 

Bondog  Cenlei,  Muscotine,  lA  52761/319-262  1400 

388  BANK  OF  BOSTON  178  234  56 

100  Federal  St,  Boston,  MA  02110/617434-2200 

190  BANK  OF  NEW  YORK  259  124  41 

48  Wall  St,  New  York,  NY  10286/212495-1784 

41  BANKAMERICA  39    17  5 

555  Cohfornio  St,  Son  Francisco,  CA  94104/415-622-3456 

147  BANKERS  TRUST  N.Y.        150    55  21 

280  Pork  Ave,  New  York,  NY  10017/212-250-2500 

730  BANPONCE  681  456  187 

209  Munoz  Rivera  Ave,  San  Juan,  PR  00918/809-765-9800 

966  BANTA  761  762  896 

225  Moin  St,  Menasho,  Wl  54952/414-722-7777 

554  BARD  (C.R.)  641  504  796 

730  Central  Ave,  Murray  Hill,  NJ  07974/908-277-8000 

203  BARNETT  BANKS  271  215  47 

50  North  Laura  St,  Jocksonville,  EL  32202/904-791-7720 

965  BASSETT  FURNITURE         842  819  930 

245  Mam  St,  Bosselt,  VA  24055/703-629-6000 

279  BAUSCH  S  LOMB  474  264  544 

One  Lincoln  First  Square,  Rochester,  NY  14604/716-338-6000 

93  BAXTER  INTERNATIONAL     108    79  197 

One  Baxter  Pkwy,  Oeerfield,  IL  60015/708-948-2000 

765  BAYBANKS  662  588  189 

175  Federal  Si,  Boston,  MA  02110/617482-1040 

727  BBST  FINANCIAL  789  499  248 

223  West  Nash  St,  Wilson,  NC  27893/919-399  4111 

437  BEAR  STEARNS  350  159  26 

245  Pork  Ave,  New  York,  NY  10167/212-272-2000 

899  BECKMAN  INSTRUMENTS     663  685  788 

2500  Harbor  Blvd,  fullerton,  CA  92634/714-8714848 

337  BECTON,  DICKINSON  37  1  219  415 

One  Beclon  Dr,  Frankin  Lokes,  NJ  07417/201  847-6800 

995  BED  BATH  &  BEYOND        960  870  998 

715  Morris  Ave,  Springfield,  NJ  07081/201-379-1520 

24  BELL  ATLANTIC  60    18  66 

1717  Arch  St,  Philodelphio,  PA  19103/215-963-6000 

15  BELLSOUTH  40    11  61 

1155  Peochtree  St  N[,  Allanto,  GA  30367/404-249-2000 

838  8EL0  (A.H.)  820  749  783 

400  South  Record  Si,  Oollos,  TX  75202/214-977-8730 

568  BEMIS  585  599  787 

222  South  Ninth  St,  Minneopolis,  MN  55  4  0  2/  612-376-3  0  0  0 

457  BENEFICIAL  453  294  158 

400  Bellevue  Pkwy,  Wilmington,  DE  19809/302-798-0800 

901  BERGEN  BRUNSWIG  174  591  561 

4000  Metropolitan  Dr,  Orange,  CA  92668/714-3854000 

789  BERKLEY  (W.R.)  799  668  570 

165  Moson  St,  Greenwich,  CT  06830/203-629-2880 

287  BERKSHIRE  HATHAWAY       295  162  109 

1440  Kiewil  Plazo,  Omoha,  NE  68131/402-346-1400 

494  BETHLEHEM  STEEL  226  976  3Cj 

1170  Eighth  Ave,  Bethlehem,  PA  18016/215-694-2424 


THE  1993  BUSINESS  WEEK  1000  209 


ALPHABETICAL  LIST  OF  COMPANIES 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among  the  Business  Week  1000. 
For  explanation  of  other  rankings,  see  page  208. 


RANK  COMPANV 


OTHER  RANKINGS  |^ 
SAIES  PROFITS  ASSETS       NO     :      HANK  COMPANY 


OTHER  RANKINGS  |fjD 
SALES  PROFITS  ASSETS  NO 


RANK  COMPANY 


OTHER  RANKINGS 
SALES  PROFITS  ASSETS 


469  BETZ  tABORUORIES         730  475  856  4 

4636  Somctton  Rd,  Trevose,  PA  19053/215  355  3300 

798  BEVERIV  ENTERPRISES       353  900  558  12 

1200  South  Woldion  Rd,  Fori  Smilh,  AR  72903/501-452-6712 

459  BHC  COMMUNICATIONS       914  376  502  20 

600  Madison  Ave,  New  Vbrk,  NY  10022/212421-0200 

736  BIC  877  718  941    1  5 

500  Bi(  Dt,  Milloid,  CI  06460/203783  2000 

712  BIOGEN  976  734  938  12 

14  Combndge  Cenler,  Combtidge,  MA  02142/617-252-9200 

517  BIOMET  915  593  934  12 

AiipoTl  Industtiol  Pork,  Worsow,  IN  46580/219-267  6639 

514  BtACK  S  DECKER  203  948  289  15 

701  EosI  Joppo  Rd,  lowson,  MD  21286/410-716-3900 

220  BtOCK  (HSR)  529  275  801  17 

4410  Moin  Si,  Konsos  (ily,  MO  64111/816  753-6900 

738  BLOCK  DRUG  770  569  797  6 

257  Corneiison  Ave,  Jersey  City,  NJ  07302/201-434-3000 

258  BLOCKBUSTER  ENT.  578  305  629  14 

One  Blotkbuslei  Ploza,  Fort  louderdale,  Fl  33301/305-832-3000 

533  BMC  SOFTWARE  949  572  916  18 

One  Sugar  (reek  Center  Blvd,  Sugar  Lond,  TX  77478/713-240-8800 

329  BOATMEN'S  BANCSHARES    430  209    86  3 

800  Market  St,  St  louis,  MO  63101/314-466-6600 

849  BOB  EVANS  FARMS  763  694  920  14 

3776  South  High  St,  Columbus,  OH  43207/614-491-2225 

64  BOEING  18    13  101  1 

7755  Eost  Morginol  Way  South,  Seattle,  WA  98108/206  655-2121 

751  BOISE  CASCADE  247  970  330  19 

nil  West  JeFlerson  St,  Boise,  ID  83702/208-384-6161 

251  BORDEN  137  977  282  10 

277  Pork  Ave,  New  York,  NY  10172/212  5734000 

968  BORLAND  INTERNATIONAL  846  952  935  18 

IBOO  Green  Hills  Rd,  Stotts  Volley  CA  95067/408438  8400 

560  BOSTON  EDISON  535  383  392  24 

800  Boylston  St,  Boston,  MA  02199/617-424-2000 

447  BOSTON  SCIENTIFIC  913  607  952    1  2 

480  Pleosont  St,  Wolertown,  MA  02172/617-923-1720 

809  BOWATER  519  953  435  19 

One  Porklands  Dr,  Darien,  n  06820/203-656-7200 

914  BP  PRUDHOE  BAY  989  536  882  11 

101  Borriay  St,  New  *rk,  NY  10015/212  315-5513 

747  BRICGS  &  STRATTON         609  598  803  15 

12301  West  Wiilh  Si,  Wauwaloso,  Wl  53222/414-259-5333 


544  BRINKER  INTERNATIONAL    792  707  904  14 

6820  18J  Freewoy,  Dollos,  TX  75240/214  980  9917 

13  BRISTOL-MYERS  SQUIBB       70     16  167  12 

345  Pork  Ave,  New  York,  NY  10154/212  546-4000 

654  BROOKLYN  UNION  GAS       603  558  546  24 

One  MettoTech  Cenler,  Brooklyn,  NY  11201/718-403-2000 

398  BROWN-FORMAN  542  285  648  6 

850  Dixie  Hwy,  Louisville,  KY  40210/502  585 1100 

184  BROWNING-FERRIS  286  243  356  21 

757  North  Eldridge,  Houston,  TX  77079/713  870-8100 

739  BRUNO'S  342  636  735  10 

800  lakeshore  Pkwy,  Birmingham,  AL  35211/205-940-9400 

522  BRUNSWICK  420  720  545  14 

One  Brunswick  Ploza,  Skokie,  IL  60077/708-470-4700 

924  BURLINGTON  COAT  602  713  834  8 

1830  Route  130  Nonh,  Burlington,  NJ  08016/609-387-7800 

698  BURLINGTON  INDUSTRIES    421  946  554  15 

3330  West  Friendly  Ave,  Greensboro,  NC  27410/919-379  2000 

205  BURLINGTON  NORTHERN     207  1  58  253  23 

777  Mam  St,  Fori  Worth,  TX  76102/  817  8  7  8  2  0  0  0 

155  BURLINGTON  RESOURCES     591  238  334    1  1 

999  Third  Ave,  Seattle,  WA  98104/206467-3838 

933  BWIP  HOLDING  867  695  923  15 

200  Oreongote  Blvd,  long  Beorh,  CA  90802/310435  3700 


366  CABLETRON  SYSTEMS         886  502  940  18 

35  Industriol  Woy  Rorheslei,  NH  03867/603  332-9400 

721  CABLEVISION  SYSTEMS       797  983  672  20 

One  Medio  Crosswoys,  Woodbury  NY  11797/516  364-84  50 

881  CABOT  500  597  619  4 

75  Stole  St,  Boston,  MA  02109/617-345-0100 

806  CADENCE  DESIGN  SYSTEMS  865  616  913  18 

555  River  Ooks  Pkwy  Son  Jose,  CA  95134/408-943-1234 

694  CAESARS  WORLD  657  537  737  14 

1801  Century  Pork  East,  Eos  Angeles,  (A  90067/310-552  2711 

865  CALGON  CARBON  917  809  917  21 

400  Calgon  Corbon  Dr,  Robinson  Twp,  PA  15205/412  787  6700 

876  CALIFORNIA  ENERGY  975  729  832  24 

10831  Old  Mill  Rd,  Omaha,  NE  68154/402-330-8900 

69  CAMPBELL  SOUP  151   194  327  10 

Campbell  Plote,  Comden,  NJ  08103/609-3424800 

94  CAPITAL  CITIES/ABC  1  77  1  20  254  20 

77  West  66th  St,  New  York,  NY  10023/212456-7777 


255  CAPITAL  HOLDING  326  146  94 

400  West  Market  St,  Louisville,  KY  40202/502-560-2000 

950  CAPSIEAD  MORTGAGE        825  634  250 

2001  Bryon  Tower,  Dollos,  TX  75201/214-746-8000 

162  CARNIVAL  CRUISE  LINES     524  169  453 

3655  NW  87th  Ave,  Miami,  FE  33178/305-599  2600 

166  CAROLINA  POWER  S  LIGHT  335  1  22  225  ; 

411  Foyelteville  Si,  Roleigh,  NC  27601/919-546-6111 

607  CARTER-WALLACE  753  659  830  1 

1345  Ave  o(  the  Amemos,  New  York,  NY  10105/212-339-5000 

140  CATERPILLAR  85  978  124  1 

100  NE  Adoms  St,  Peorio,  IE  61629/309-675  1000 

706  CBI  INDUSTRIES  482  523  580  1 

800  Jorie  Blvd,  Oak  Brook,  11  60521/708-572-7000 

333  CBS  267  315  400  2 

51  West  52nd  St,  New  York,  NY  10019/212-9754321 

862  CCP  INSURANCE  777  495  314  1 

11825  Nonh  Pennsylvonio  St,  Cormel,  IN  46032/317-573-6900  , 

268  CENTEL  582  467  387  2j 

8725  Higgins  Rd,  Chicogo,  IE  60631/312-399-2500 

328  CENTERIOR  ENERGY  369  173  148  2 

6200  Ook  Tree  Blvd,  Independence,  OH  44131/216447  3100 

733  CENTEX  377  618  480  ij 

3333  lee  Pkwy  Dollos,  TX  75219/214  559-6500 

135  CENTRAL  &  SOUTH  WEST     288  115  190  2 

1616  Woodoll  Rodgers  Fwy,  Dallas,  TX  75202/214-754-1000 

776  CENTRAL  BANCSHARES       772  506  245 

701  South  20lh  St,  Birmmghom,  AE  35233/205-933-3000 

606  CENTRAL  FIDELITY  BANKS   737  490  2  10 

1021  Eosi  Cory  St,  Richmond,  VA  23219/804-7824000 

998  CENTRAL  LA.  ELECTRIC       899  678  720 

2030  Oonohue  Ferry  Rd,  Pineville,  lA  71360/318484  7400 

853  CENTRAL  MAINE  POWER     678  555  578 

Edison  Dr,  Augusto,  ME  04330/207-623-3521 

957  CENTRAL  NEWSPAPERS       866  839  891 

135  North  Pennsylvonio  St,  Indianapolis,  IN  46204/317  231-9200 

859  CENTURY  COMMUN.  907  941  642 

50  locust  Ave,  New  Conoon,  CT  06840/203-972-2000 

518  CENTURY  TELEPHONE         895  582  707 

100  Century  Pork  Dr,  Monroe,  EA  71203/318-388-9500 

946  CERIDIAN  688  932  848 

8100  34lh  Ave  South,  Bloomington,  MN  55425/612-853-8100 

325  CHAMPION  INTERNATIONAL  193  873  202 

One  Champion  Plozo,  Stamford,  0  06921/203-358-7000 
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ANNUAL  REPORTS 

1.  Burroughs  Wellcome 
Company 

FINANCIAL  PRODUCTS 
AND  SERVICES 

2.  Bancomer 

3.  CIGNA  Corporation 

4.  F.I.V.  Gerencia  de 
Privatizacion 

5.  Franklin/Templeton 
Group  of  Funds 

6.  Janus  Funds 

7.  The  Berger  100  Fund  and 
The  Berger  101  Fund 

8.  Van  Kampen  Merritt 

9.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

10.  Buick  Park  Avenue 

11.  Canon  Plain  Paper  Fax 

12.  Compaq  Computer 
Corporation 

13.  Computer  Associates 

14.  Continental  Airlines 

15.  DuPont  Safety  Consulting 


16.  Haworth,  Inc. 

17.  Lexus 

18.  Mita  Copystar  America 

19.  Motorola,  Inc. 

20.  Motorola  Semi-Conductor 
Division 

21.  NEC  America 

22.  Nordic  Sport" 

23.  Pan  Pacific  Hotels 

24.  Rockwell  International 

25.  ROLM  Company 

26.  Tandem  Online 
Transaction  Processing 
Solutions 

27.  Sharp  Electronics  Corp. 

28.  Siemens  Corporation 

29.  Yellow  Freight  System, 
Inc. 

AREA  DEVELOPMENT 

30.  Alabama  Economic 
Development  Partnership 

31.  City  of  Quebec 

32.  Government  of  Quebec 

33.  Iowa  Department  of 
Economic  Development 

34.  The  State  of  Connecticut 
Department  of  Economic 
Development 


EPHABETICAL  LIST  OF  COMPANIES 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among  the  Business  Week  1000. 
For  explanation  of  other  rankings,  see  page  208. 
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RANK  COMPANY 


OTHER  RANKINGS 
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47S  CHARMING  SHOPPES         586  479  799  8 

450  Wmlcs  lane,  Bensalem,  Rft  19020/215  245-9100 

169  CHASE  MANHATTAN  74    68     14  i 

One  Chose  Manhattan  Plaza,  New  York,  NY  10081/212-552-2222 

1000  CHECKERS  DfilVE-IN         986  884  996  14 

600  Cleveland  St,  Clearwoler,  FL  34617/813-441-3500 

74  CHEMICAL  BANKING  61    34      9  3 

270  Pork  Ave,  New  York,  NY  10017/212  270  6000 

235  CHEMICAL  WASTE  515  329  485  21 

3001  Bulterfield  Rd,  Ook  Brook,  IL  60521/708-218-1500 

20  CHEVRON  11      6    54  11 

225  Bush  St,  Son  Froncisco,  CA  94104/415-8947700 

766  CHICAGO  S  NORTH  WESTERN  644  747  515  23 

One  North  Western  Cir,  Chicago,  II  60606/312  559-7000 

845  CHIQUITA  BRANDS  INTL.     343  979  394  10 

250  tost  Flhh  Si,  Cmrinnoli,  OH  45202/513-784-8000 

502  CHIRON  938  956  768  12 

4560  Horlon  St,  Emeryville,  CA  94608/510-655-8730 

756  CHRIS-CRAFT  INDUSTRIES  908  545  500  20 

600  Madison  Ave,  New  York,  NY  10022/212-421-0200 

54  CHRYSLER  15    99    42  2 

12000  Chrysler  Or,  Highlond  Park,  Ml  48288/313-956-5741 

95  CHUBB  192    71   114  17 

15  Mountain  View  Rd,  Warren,  NJ  07059/908-580-2000 

972  CHURCH  S  DWI6HT  821  802  960  6 

469  North  Hornson  St,  Pnnrelon,  NJ  08543/609-683-5900 

207  CIGNA  30  140    22  17 

1650  Morkel  Si,  Philodelphio,  PA  19192/215-761-1000 

627  CINCINNATI  BELl  595  728  591  22 

201  Eost  Fourth  St,  Cincinnoii,  H  45202/513-397-9900 

292  CINCINNATI  FINANCIAL       559  265  365  17 

6200  South  Gilniore  Rd,  FairField,  OH  45014/513-870-2000 

381  CINCINNATI  Ozl  503  223  313  24 

139  Eosi  Fourth  St,  Cin.innnli,  OH  45202/513-381-2000 

992  CINCINNATI  MILAi!K.N       707  862  833  15 

4701  Morhurg  Ave,  Cincinnati,  Uh  .15209/513-841-8100 

546  CINIAS  876  703  899  21 

6300  Cintas  Blvd,  Moson,  OH  45040/513-459-1200 

659  CIPStn  721  494  567  24 

607  Ensi  Adorns  Si,  Springfield,  II  62739/217  523-3600 

367  CIRCUIT  CITY  STORES        305  429  634  6 

9950  Maylond  Dr,  Richmond,  VA  23233/804-5274000 

361  CIRCUS  CIRCUS  684  349  744  H 

2880  Loi  Vegas  Blvd  South,  Los  Vegos,  NV  89109/702-734  0410 


987  CIRRUS  LOGIC  925  825  972  18 

3100  West  Warren  Ave,  Fremont,  CA  94538/510-623-8300 

153  CISCO  SYSTEMS  840  344  890  18 

1525  O'Brien  Dr,  Menio  Pork,  CA  94026/415-326-1941 

79  CITICORP  16    59      1  3 

399  Pork  Ave,  New  York,  NY  10043/212  559-1000 

321  CITIZENS  UTILITIES  786  358  551  24 

High  Ridge  Pork,  Stamford,  0  06905/203-329-8800 

685  CLAYTON  HOMES  878  672  839  13 

4726  Airport  Hwy,  Louisville,  IN  37777/615-970-7200 

348  CLOROX  467  347  606  6 

1221  Broadwoy,  Oakland,  CA  94612/510-271-7000 

643  CML  GROUP  790  651  921  8 

524  Main  Si,  Acton,  MA  01720/508-264-4155 

479  CMS  ENERGY  314  930  263  24 

330  Town  Cir  Dr,  Deorborn,  Ml  48126/313-436-9200 

154  CNA  FINANCIAL  77  995    51  17 

CNA  Plazo,  Chicago,  II  60685/312-822-5000 

345  COASTAL  88  967   194  11 

9  Creenwoy  Plazo,  Houston,  TX  77046/713-877-1400 

6  COCA-COLA  55     8  175  6 

One  Coco  Colo  Piozo  NW  Allanio,  GA  30313/404  676-2121 

450  COCA-COLA  ENTERPRISES    186  922  218  6 

One  Coco-Colo  Plozo  NW  Allonto,  GA  30313/404-676-2100 

871  COLEMAN  833  813  915  9 

250  North  Si  Francis,  Wichilo,  KS  67202/316-261-3211 

72  COLGATE-PALMOLIVE         141  104  277  6 

300  Pork  Ave,  New  York,  NY  10022/212  310-2000 

934  COLONIAL  880  698  790  17 

1200  Colonial  life  Blvd,  Columbia,  SC  29210/803  798-7000 

953  COLORADO  NATIONAL        891  796  407  3 

950 17th  St,  Denver,  CO  80202/303-629-1968 

602  COITEC  INDUSTRIES  546  550  763  5 

430  Pork  Ave,  New  York,  NY  10022/212  940  0400 

625  COLUMBIA  GAS  SYSTEM      317  438  264  24 

20  Monlchonin  Rd,  Wilmington,  DE  19807/302429-5000 

275  COMCAST  691  972  375  20 

1234  Market  St,  Philodelphio,  PA  19107/215-665-1700 

885  COMDISCO  396  850  301  18 

6111  North  River  Rd,  Rosemont,  II  60018/708-698-3000 

240  COMERICA  391  202    69  3 

Renoissonce  Cir,  Detroit,  Ml  48243/313-2224000 

707  COMMERCE  BANCSHARES     802  519  227  3 

1000  Walnut  St,  Konsos  City,  MO  64106/816-234-2000 


904  COMMERCE  CLEARING  HOUSE  750  920  827 

2700  Loke  Cook  Rd,  Riverwoods,  IL  60015/708-9404600 

143  COMMONWEALTH  EDISON     159    94  104 

125  South  Clork  Si,  Chicogo,  11  60603/312-2944321 

684  COMMUNICATIONS  SATELLITE  800  693  607 

950  L'Enfont  Plozo  SW,  Washington,  DC  20024/202-863-6000 

267  COMPAQ  COMPUTER  222  210  428 

20555  State  Hwy  249,  Houston,  Tt  77070/713-370-0670 

216  COMPUTER  ASSOCIATES      461  220  490 

One  Computer  Associates  Plozo,  Islondio,  NY  11788/516-342-5224 

604  COMPUTER  SCIENCES         366  50t  632 

2100  East  Grond  Ave,  El  Segundo,  CA  90245/310-615-0311 

691  COMPUWARE  955  885  965 

31440  Northwestern  Hv/y,  Formington  Hills,  Ml  48334/313-737-73 

118  CONAGRA  25  119  160 

One  ConAgra  Dr,  Omoho,  NE  68102/402-5954000 

781  CONNER  PERIPHERALS        395  348  582 

3081  7ankei  Rd,  Son  Jose,  CA  95134/4084564500 

473  CONSECO  512  258  169 

11825  North  Pennsylvonio  Si,  Cormel,  IN  46032/317-573  6100 

92  CONSOLIDATED  EDISON       163    74  155 

Four  Irving  Ploce,  New  York,  NY  10003/2124604600 

938  CONS.  FREIGHTWAYS         224  907  481  ]| 

3240  Hillview  Ave,  Polo  Alto,  CA  94304/415494-2900 

208  CONS.  NATURAL  GAS         360  230  294  2| 

625  Liberty  Ave,  Pittsburgh,  PA  15222/412-227-1000 

461  CONSOLIDATED  PAPERS      666  647  621 

231  First  Ave  North,  Wisconsin  Ropids,  Wl  54494/715422-3111 

192  CONSOLIDATED  RAIL         283  167  231  2 

2001  Market  St,  Philodelphio,  PA  19101/215-2094000 

792  CONSOLIDATED  STORES      658  751  892 

300  Phillipi  Rd,  Columbus,  Oh  43228/614-278-6800 

489  CONTEL  CELLULAR  919  947  533  2| 

245  Peiimelei  Center  Pkwy,  Atlonto,  GA  30346/404-804-3400 

577  CONTINENTAL  BANK  465  205  90 

231  South  LoSolle  St,  Chkogo,  IL  60697/312-828-2345 

531  CONTINENTAL  CORP.  195  350  137  1 

180  Moiden  Lone,  New  York,  NY  10038/212440-3000 

141  COOPER  INDUSTRIES         158  128  237 

1001  Fonnin  St,  Houston,  TX  77002/713-739-5400 

305  COOPER  TIRE  S  RUBBER     588  382  771 

701  limo  Ave,  Findlay,  OH  45840/419423-1321 

955  COORS  (AOOIPH)  507  763  530 

12th  &  Ford  Sts,  Golden,  CO  80401/303-279-6565 
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J  OTHER  RANKINGS  i^q 

m    COMPANf  SALES  HOFIIS  ASSErs  NO 

n  CORESIATES  FINANCIAL     409  183    82  3 

Brood  S  Cheslnul  Sis,  Philodelphia,  PA  19107/215-973-3100 

19  CORNING  246  180  341  IS 

Houghlon  Pork,  Corning,  NY  )4831/607-974-9000 

64  COSTCO  WHOLESALE  14S  362  S52  8 

10809  I20lh  Ave  NE,  Kirklond,  WA  98033/206-828-8100 

51  COUNTRVWIDE  CREDIT       794  343  374  17 

l55  North  Loke  Ave,  Pasodena,  CA  91109/818  304-8400 

04  CPC  INTERNATIONAL  148  111   300  10 

700  Sylvon  Ave,  Englewood  Cliffs,  NJ  076  3  2/  201-894-4  0  0  0 

87  CRACKER  BARREL  847  724  926  14 

Horlmonn  Dr,  Lebonon,  IN  37087/615-444-5533 

97  CRANE  558  834  812  15 

100  First  Slomford  Plore,  Slomford,  a  06902/203-363-7300 

9t  CRAWFORD  780  715  943  17 

5620  Clenridge  Dr  NE,  Atlonio,  GA  30342/404  256-0830 

56  CRAV  RESEARCH  704  921   710  18 

655-A  Lone  Onk  Dr,  Eagon,  MN  55121/612-452-6650 


CRESTAR  FINANCIAL         613  484 

919  Eosi  Moin  St,  Rithmond,  VA  23219/804-782-5000 


140 


iS5  CROMPTON  S  KNOWLES      817  690  910  4 

One  Slolion  Plote,  Slomford,  Q  06902/203  353  5400 

!7i  r-ROWN  CORK  &  SEAL        243  284  405  7 

9300  Ashlon  Rd,  Philodelphio,  PA  19136/215-698-5100 

!01  CSX  104  851   135  23 

901  EosI  Cory  Si,  Rithmond,  VA  23219/804-782-1400 

I2G  cue  INTERNATIONAL         726  748  924  18 

707  Summer  St,  Slomford,  Q  06901/203-324-9261 

i06  CUMMINS  ENGINE  245  539  506  2 

500  Jockson  Si,  Columbus,  IN  47201/812-377-5000 

185  CYPRUS  MINERALS  489  982  583  16 

9100  EosI  Mineral  Cirde,  Englewood,  CO  80112/303-643-5000 


A 


4t4  DANA  198  483  349  2 

4500  Dorr  Si,  Toledo,  OH  436I5/419-535-4500 

842  DANAHER  651  793  778  15 

1250  24lh  SI  NW,  Woshington,  DC  20037/202  828-0850 

850  DAUPHIN  DEPOSIT  888  601  328  3 

213  Morkel  Si,  Horrisburg,  PA  17101/717-255-2121 

ISO  DAYTON  HUDSON  36  143  174  8 

777  Nimllel  Moll,  Minneapolis,  MN  55402/612  375-2200 

644  DEAN  FOODS  386  566  729  10 

3600  North  River  Rd,  Franklin  Pork,  IL  60131/708-678-1680 

652  DEAN  WITTER,  DISCOVER    181  106    81  17 

Two  World  Trade  Center,  New  York,  NV 10048/212-392-2222 

219  DEERE  144  801   157  15 

John  Deere  Rd,  Moline,  II  61265/309-765-8000 

658  DELL  COMPUTER  429  403  757  18 

9505  Arborelum  Blvd,  Austin,  TX  78759/512-338-4400 

582  DELMARVA  POWER  682  414  482  24 

800  King  St,  Wilmington,  DE  19899/302-429-3011 

<  360  DELTA  AIR  LINES  66  993  185  23 

3450  Dello  Blvd,  Atlonio,  GA  30320/404-715  2600 

!  2S6  DELUXE  509  222  677  18 

1080  West  County  Rd  F,  St,  Pool,  MN  55126/612-483-7111 


RANK  COMPANY 


OlHiR  RANKINGS 
SAIES  PROFIIS  ASSETS  NO 


701  DESTEC  ENERGY  823  445  775  24 

2500  City  West  Blvd,  Houston,  TX  77042/713  735^(000 

158  DETROIT  EDISON  261    77  1  79  24 

2000  Second  Ave,  Delroil,  Ml  48226/313-237  8000 

943  DEXTER  652  735  776  4 

One  Elm  Si,  Windsor  Locks,  0  06096/203-627-9051 

428  DIAL  276  814  393  5 

1850  North  Central  Ave,  Phoenix,  AZ  85077/602-207  4000 

973  DIAMOND  SHAMROCK         352  827  653    1  1 

9830  Colonnode  Blvd,  Son  Antonio,  TK  78230/512  641-6800 

783  DIEBOLD  808  709  842  18 

818  Mulberry  Rd  SE,  Conton,  OH  44711/216-489-4000 

134  DIGITAL  EQUIPMENT  44  997   164  18 

146  Moin  St,  Moynord,  MA  01754/508-493  5111 

170  DILLARD  DEPT.  STORES      197  196  353  8 

900  West  Copitol  Ave,  Little  Rock,  AR  72203/501  376-5200 

21  DISNEY  (WALT)  1  17    46  150  14 

500  South  Bueno  Vislo  Si,  Burbonk,  CA  91521/818-560-1000 

424  DOLE  FOOD  279  546  422  10 

31355  Ook  Crest  Dr,  Weslloke  Village,  CA  91361/818-879-6600 

801  DOLLAR  GENERAL  659  765  912  8 

104  Woodmont  Blvd,  Noshville,  TN  37205/615-783-2000 

110  DOMINION  RESOURCES        241   101   142  24 

901  EosI  Byrd  Si,  Rithmond,  VA  23219/804-775-5700 

187  DONNELLEY  (R.R.)  217  197  384  21 

77  West  Worker  Dr,  Chitogo,  IL  60601/312  326  8000 

343  DOVER  390  332  628  15 

280  Pork  Ave,  New  York,  NY  10017/212-922 1640 

47  DOW  CHEMICAL  29  1  75     74  4 

2030  Dow  Center,  Midland,  Ml  48674/517  636-1000 

295  DOW  JONES  454  355  478  20 

200  Liberty  St,  New  York,  NY  10281/212-416  2000 

407  DPL  629  295  424  24 

1065  Woodman  Dr,  Doyton,  OH  45432/513-224-6000 

444  DOE  583  290  362  24 

301  Grant  St,  Pittsburgh,  PA  15279/412  393  6000 

689  DR  PEPPER/SEVEN-UP       751  913  767  6 

8144  Wolnul  Hill  Lone,  Dollos,  TK  75231/214  360-7000 

354  DRESSER  INDUSTRIES        235  434  399  11 

1600  Potifit  Ave,  Dollos,  IK  75201/214-740-6000 

521  DREYFUS  905  435  750  17 

200  Pork  Ave,  New  York,  NY  10166/212  922  6000 

618  DSC  COMMUNICATIONS       810  881   841  22 

1000  CoiiRd,  Plono,  TX  75075/214-519  3000 

11  DU  PONT  13    40    48  4 

1007  Morkel  St,  Wilmington,  DE  19898/302-774-1000 

96  DUKE  POWER  233    98  168  24 

422  South  Churth  St,  Charlotte,  NC  28242/704  594-0887 

73  DUN  &  BRADSTREEI  204    81   312  20 

299  Pork  Ave,  New  York,  NY  10171/212-593-6800 

223  DURACELL  INTL.  480  269  496  15 

Berkshire  Induslnol  Pork,  Bethel,  006801/203-796-4000 

922  DUTY  FREE  INTL.  892  797  988  8 

63  Copps  Hill  Rd,  Ridgefield,  0  06877/203-431-6057 
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587  E-SYSTEMS  412  379  660  9 

6250  LBJ  Fwy  Dollos,  TX  75240/214  661 1000 

947  EASTERN  ENTERPRISES       612  740  635  24 

Nine  Riverside  Rd,  Weston,  MA  02193/617  647  2300 

42  EASTMAN  KODAK  26    39     76  14 

343  Stole  Si,  Rochester,  NY  14650/716-724-4000 

315  EATON  234  317  411  2 

1111  Superior  Ave  NE,  Cleveland,  OH  44114/216-523-5000 

535  ECHLIN  452  527  661  2 

100  Double  Bench  Rd,  Bronford,  CT  06405/203-481-5751 

634  ECOLAB  637  552  758  6 

370  Wobosbo,  Si.  Pool,  MN  55102/612-293-2233 

735  EDISON  BROTHERS  STORES  523  549  732  8 

501  North  Broodwoy  St  Louis,  MO  63102/314-331-6000 

630  EDWARDS  (A.G.)  627  369  569  17 

One  North  Jefferson,  St  Louis,  MO  63103/314-289-3000 

564  EGSC  330  444  786  21 

45  Williom  St,  Wellesley,  MA  02181/617-237-5100 

597  EL  PASO  NATURAL  GAS      700  497  517  24 

304  Texas  St,  El  Poso,  TX  79901/915  541 2600 

623  ELECTRONIC  ARTS  934  823  984  18 

1450  Fashion  Islond  Blvd,  Son  Mateo,  CA  94404/415-571-7171 

725  EMC  903  807  929  18 

171  South  St,  Hopkinlon,  MA  01748/508-435-1000 

58  EMERSON  ELECTRIC  1  21    64  219  9 

8000  West  Florissant  Ave,  St.  Louis,  MO  63136/314-553-2000 

339  ENGELHARD  374  409  655  4 

101  Wood  Ave,  Iselin,  NJ  08830/908-205-6000 

937  ENQUIRER/STAR  GROUP     921  852  785  20 

600  Soulheosl  CoosI  Ave,  Lontano,  FL  33462/407-586-1111 

112  ENRON  153  141   176  24 

1400  Smith  St,  Houston,  TX  77002/713-853  6161 

303  ENRON  OIL  &  GAS  856  418  589    1  1 

1400  Smith  St,  Houston,  TX  77002/713-853-6161 

641  ENSERCH  327  918  412  24 

300  South  St-  Paul  St,  Dollos,  TX  75201/214-651-8700 

130  ENTERGY  219  100  120  24 

225  Boronne  St ,  New  Orleons,  LA  70112/504-529-5262 

515  EQUIFAX  596  455  800  17 

1600  Peothtree  St  NW,  Atlonio,  GA  30309/404  885  8000 

336  EQUITABLE  154  934    20  17 

787  Seventh  Ave,  New  York,  NY  10019/212-554-1234 

833  EQUITABLE  OF  IOWA  851  600  305  17 

604  Locust  St,  Des  Moines,  lA  50309/515  245-6911 

632  EQUITABLE  RESOURCES      697  583  630  24 

420  Blvd  of  the  Allies,  Pittsburgh,  PA  15219/412  261-3000 

281  ETHYL  311  178  203  4 

330  South  Fourth  St,  Richmond,  VA  23219/804-788-5000 

1  EXXON  2      2     17  It 

225  EosI  John  W  Corpenler  fwy,  Irving,  TX  75062/2M  444-1000 
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645  FAMILV  DOLLAR  STORES     579  596  861  8 

10401  Old  MoriToe  Rd,  Matltiews,  NC  28105/704-847-6961 

28  FANNIE  MAE  42     1  2      4  17 

3900  Wisconsin  Ave,  Woshinglon,  DC  20016/202-752  7000 

299  FEDERAL  EXPRESS  126  958  274  23 

2005  Corporole  Ave,  Memphis,  TN  38194/901-369-3600 

90  FEDERAL  HOME  LOAN         213    70    24  17 

8200  Jones  Bronch  Dt,  McLean,  VA  22102/703-903-2000 

673  FEDERAL  PAPER  BOARD      526  471   462  7 

75  Chestnut  Ridge  Rd,  Montvale,  NJ  07645/201 391-1776 

911  FEDERAL  REALTY  983  903  824  13 

4800  Hampden  Lane,  fiethesdo,  MD  20814/301-652  3360 

813  FEDERAL  SIGNAL  818  777  909  15 

1415  Wesi  22nd  St,  Oak  Brook,  IL  60521/708-954-2000 

359  FEDERATED  DEPT.  STORES  140  323  240  8 

Seven  West  Seventh  St,  Cinannoli,  OH  45202/513-579-7000 

762  FERRO  607  589  808  4 

1000  lakeside  Ave,  Clevelond,  OH  44114/216-641-8580 

945  FHP  INTERNATIONAL         468  767  784  12 

9900  Talbert  Ave,  Founloin  Volley,  CA  92708/714-963-7233 

289  FIFTH  THIRD  BANCORP      67  1  274  183  3 

38  Founloin  Squate  Ploia,  Cincinnoti,  OH  45263/513-579-5300 

695  FINA  275  835  432    1  1 

8350  North  Control  Expwy,  Dallas,  TX  75206/214-750-2400 

754  FINOERHUT  496  567  730  8 

4400  Baker  Rd,  Minnelonka,  MN  55343/612  932-3100 

555  FIRST  ALABAMA  755  427  221 

44  First  Alobama  Plazo,  Montgomery,  Al  36101/205-832-80II 

877  FIRST  AMERICAN  816  701  246 

315  Deoderick,  Noshville,  TN  37237/615-748  2000 

963  FIRST  BANCORP.  OF  OHIO    901  645  363 

106  South  Mom  St,  Akron,  OH  44308/216  384-8000 

316  FIRST  BANK  SYSTEM  441  340  84 

601  Second  Ave  South,  Minneopolis,  MN  55402/612-973-1111 

S96  FIRST  BRANDS  635  666  769  1 

33  Y/ooster  Heights  Rd,  Donbury,  Q  06813/203-731-2300 

269  ilF'T  CHICAGO  214  962  34 

One  Firv  Nolionol  Ploza,  Chitogo,  IL  60670/312-732-4000 

882  fiaVi  COMMERCE  832  509  267 

210  Bo;":iiie  Si,  New  Orleans,  lA  70112/504-561-1371 

239  FIRST  DATA  575  309  364  18 

200  Vesey  St,  New  York,  NY  10285/212-640-5090 


3  FIRST  EMPIRE  STATE         672  417  196 

One  MS  I  Plazo,  Buffolo,  NY  14240/716  639  6000 

6  FIRST  FIDELITY  BANCORP.  367  148  60 

1009  lenox  Dr,  Lawrenreville,  NJ  08648/609  895-6800 

5  FIRST  FINANCIAL  MGMT.     537  864  608  1 

Three  Corporole  Squore,  Allonla,  GA  30329/404-321-0120 

2  FIRST  HAWAIIAN  805  448  251 

165  South  Kmg  Si,  Honolulu,  HI  96813/808-525-7000 

1  FIRST  INTERSTATE  221  166  32 

633  West  Fihh  Si,  Los  Angeles,  CA  90071/213-614-3001 

9  FIRST  OF  AMERICA  BANK    445  266  95 

211  South  Rose  St,  Kolomozoo,  Ml  49007/616-376-9000 

6  FIRST  SECURITY  744  450  226 

79  South  Mom  St,  Salt  Loke  City  UT  84111/801  246-6000 

5  FIRST  TENNESSEE  NATL.     690  442  207 

165  Modison  Ave,  Memphis,  IN  38103/901 523  4444 

5  FIRST  UNION  215    93  31 

One  First  Union  Center,  Cborlolte,  NC  28288/704-374-6565 

3  FIRST  USA  869  821   446  1 

2001  Bryan  Tower,  Dallos,  TX  75201/214-746-8400 

583  FIRST  VIRGINIA  BANKS       775  419  239 

6400  Arlington  Blvd,  Foils  Church,  VA  22042/703-241-4000 

403  FIRSTAR  580  273  1  33 

777  East  Wisconsin  Ave,  Milwoukee,  Wl  53202/414-765-4321 

907  FISERV  909  841   741  18 

255  Fiserv  Dr,  Brookfield,  Wl  53045/414-879-5000 

820  FISHER-PRICE  738  705  879  1 

636  Guard  Ave,  fast  Auroro,  NY  14052/716-687-3000 

552  FLEET  CALL  993  916  939  2 

201  Route  17  North,  Rutherford,  NJ  07070/201-438-1400 

188  FLEET  FINANCIAL  GROUP    200  172  36 

50  Kennedy  Ploza,  Providence,  Rl  02903/401-278-6000 

624  FLEET  MORTGAGE  GROUP    803  399  451  1 

1333  Mam  St,  Columbio,  SC  29201/803-929-7900 

737  FLEETWOOD  ENTERPRISES   449  633  722  1 

3125  Myers  St,  Riverside,  CA  92513/714-351  3500 

605  FLEMING  57  366  408  10 

6301  Wolerlord  Blvd,  Oklohomo  City  OK  73118/405-840  7200 

550  FLIOHTSAFEIY  INTt.  923  472  765  2 

Marine  Air  Terminol,  la  Guordio  Airport,  Flushing,  NY  11371/718-5654100 

297  FLORIDA  PROGRESS  413  233  292  2 

One  Progress  Plozo,  St  Petersburg,  Fl  33701/813-824  6400 

894  FLOWERS  INDUSTRIES        660  757  874  10 

200  U  S  Hwy  19  South,  Thomosville,  GA  31799/912-226-9110 


252  FLUOR  146  314  483 

3333  Michelson  Dr,  Irvine,  CA  92720/714-975  5000 

471  FMC  231  232  437 

200  East  Randolph  Dr,  Chicago,  II 60601/312-861-6000 

264  FOOD  LION  134  251  468 

2110  Executive  Dr,  Salisbury  NC  28144/704-633-8250 

23  FORD  MOTOR  3  992  6 

The  American  Rd,  Dearborn,  Ml  48121/313-322  3000 

528  FOREST  LABORATORIES      920  580  855 

150  EosI  58lh  St,  New  York,  NY  10155/212-421-7850 

678  FOSTER  WHEELER  363  675  'Sof 

Perryville  Corporate  Park,  Clinton,  NJ  08809/908-730-4000 

822  FOUNDATION  HEALTH        565  649  843 

3400  Dolo  Dr,  Roncho  Cordova,  CA  95670/916  631 5000 

917  FOURTH  FINANCIAL  874  635  279 

100  North  Broadwoy,  Wichita,  KS  67202/316  261-4444 

111  FPL  GROUP  183    96  145 

700  Universe  Blvd,  Juno  Beoch,  Fl  33408/407-694-4600 

320  FRANKLIN  RESOURCES       870  327  756 

777  Moriners  Islond  Blvd,  San  Moleo,  CA  94404/415-312-2000 

335  FREEPORT-MCMORAN        486  242  380 

1615  Poydras  St,  New  Orleans,  lA  70112/504-582-4000 

217  FREEPORI-MCMURAN  C&G   727  328  576 

One  East  First  St,  Reno,  NV  89501/504  582  1640 

265  FRUIT  OF  THE  LOOM  447  24<  491 

233  South  Worker  Dr,  Chitago,  II  60606/312  876  7000 

912  FUND  AMERICAN  957  625  395 

Main  St,  Norwich,  VT  C5055/802  649  3633 


g 


399  GALEN  HEALTH  CARE         228  244  368 

201  West  Mam  St,  louisville,  KY  40202/502  572  2000 

107  GANNETT  269  135  381 

1100  Wilson  Blvd,  Arlington,  VA  22234/703  284-6000 

183  GAP  (THE)  313  212  652 

One  Harrison,  Son  Froncisco,  CA  94105/415-952-4400 

886  6ATX  636  804  391 

120  South  Riverside  Ploza,  Chicago,  II 60606/312-621-6200 

467  GAYIORD  ENTERTAINMENT    758  803  754 

2802  Oprylond  Dr,  Noshville,  TN  37214/615-871 6776 

202  GEICO  372  262  338 

5260  Western  Ave,  Chevy  Chose,  MD  20815/301  986-3000 
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27  OENENTECH  831  847  650  12 

460  Poini  Son  Bruno  Blvd,  Soulh  Son  f  rontisto,  CA  94080/415-225 1000 

72  GENERAL  DYNAMICS  268  189  307  1 

3190  Foirview  Pofk  Or,  Falls  Church,  VA  22042/703-B76-3000 

4  GENERAL  ELECTRIC  6     3      2  5 

3135  Eoslon  Turnpike,  FoiHield,  CT  06431/203-373-2211 

'19  GENERAL  INSTRUMENT       617  939  568  9 

181  WesI  Modison  Si,  Chicago,  II  60602/312  541  5000 

6S  GENERAL  MILLS  1  16    87  320  10 

One  General  Mills  Blvd,  Minneopolis,  MN  55426/612  540  2311 

14  GENERAL  MOTORS  1  999      3  2 

3044  WesI  Grand  Blvd,  Delroil,  Ml  48202/313-556-5000 

188  GENERAL  PUBLIC  UTILS.     272  237  229  24 

100  Inlerpoce  Pkwy,  Parsippony,  NJ  07054/201-263  6500 

76  GENERAL  RE  277    76  131  17 

695  EasI  Main,  Slamlord,  CT  06904/203-328  5000 

•86  GENERAL  SIGNAL  493  886  666  IS 

One  High  Ridge  Park,  Slomford,  CT  06904/203-357-8800 

MO  GENETICS  INSTITUTE         987  935  878  12 

87  Cambridge  Pork  Dr,  Combridge,  MA  02140/617-876-1170 

m  6ENSIA  PHARMACEUTICALS   999  937  992  12 

11025  Roselle  Si,  Son  Diego,  CA  92121/619-546-8300 

I?  ^  "NUINE  PARTS  254  207  594  21 

2999  Circle  75  Pkwy,  Allonla,  GA  30339/404-953-1700 

S88  GENZVME  956  933  868  12 

One  Kendoll  Squorc,  Cambridge,  MA  02139/617-252-7500 

824  GEORGIA  GULF  712  669  893  4 

400  Perimeler  Cenltr  Terrace,  Allanio,  GA 30346/404-395-4500 

146  GEORGIA-PACIFIC  64  943  166  19 

133  Peachiree  Si  NE,  Allania,  GA  30303/404-521-4000 

I  374  GERBER  PRODUCTS  561  31  1  738  10 

445  Slole  Si,  FremonI,  Ml  49413/616-928-2000 

:  994  GFC  FINANCIAL  943  754  455  17 

1850  Nonh  Cenlrol  Ave,  Phoenix,  AZ  85004/602  207  4900 

572  GIANT  FOOD  263  530  654  10 

6300  Sheriff  Rd,  Landover,  MD  20785/301-341  4100 

829  GIDDINGS  &  LEWIS  766  768  822    1  5 

142  Doty  Si,  Fond  du  Loc,  Wl  54935/414-921 9400 

56  GILLETTE  185    95  347  6 

*       Prudential  Tower  BIdg,  Boston,  MA  02199/617-421-7000 

821  GLATFELTER  (P.H.)  809  61  1  815  19 

228  South  Main  St,  Spring  Grove,  PA  17362/717-225-4711 

302  GOLDEN  WEST  FINANCIAL    426  163    72  17 

1901  Harrison  St,  Oakland,  CA  94612/510-446-6000 

631  GOODRICH  (B.F.)  358  915  472  4 

3925  Embossy  Pkwy,  Akron,  OH  44333/216-374-2000 

167  GOODYEAR  TIRE  &  RUBBER  65  125  214  2 

1144  East  Market  Si,  Akron,  OH  44316/216-796-2121 

271  GRACE  (W.R.)  173  485  280  4 

One  Town  Center  Rd,  Boca  Roton,  Ft  33486/407-362  2000 

:  313  GRAINGER  (W.W.)  379  316  649  21 

5500  WesI  Howard  St,  Skokie,  IL  60077/708-982-9000 

759  GREAT  A&P  TEA  75  940  417  10 

Two  Porogon  Dr,  Montvole,  NJ  07645/201-573-9700 

<  157  GREAT  LAKES  CHEMICAL     518  199  590  4 

Hwy  52  NW,  WesI  Lofayelte,  IN  47906/317-497-6100 


373  GREAT  WESTERN  299  627    49  17 

9200  Ookdole  Ave,  Chatsworlh,  CA  91311/818-775  3411 

692  GREEN  TREE  FINANCIAL      939  510  708  17 

345  St  Peter  St,  Si  Pool,  MN  55102/612-293-3400 

675  GRUMMAN  264  352  51  1  1 

nil  Stewart  Ave,  Belhpoge,  NY  11714/516-575-0574 

9  GTE  27     10     39  22 

One  Stamford  forum,  Stamford,  0  06904/203-965-2000 

547  CTECH  HOLDINGS  844  766  866  18 

55  Technology  Woy,  WesI  Greenwich,  Rl  02817/401  392-1000 

425  GULF  STATES  UTILITIES      460  322  238  24 

350  Pine  Si,  Beaumont,  TK  77701/409-838-6631 


h 


932  HAEMONETICS  959  840  983  12 

400  Wood  Rd,  Brainlree,  MA  02184/617-848-7100 

247  HALLIBURTON  149  965  316    1  1 

500  North  Akord  St,  Dallas,  TX  75201/214-978  2600 

895  HANNA  (M.A.)  553  829  678  4 

1301  EosI  Ninth  Si,  Clevelond,  OH  44114/216-589  4000 

772  HANNAFORD  BROTHERS      418  652  779  10 

145  Pleosonl  Hill  Rd,  Scarborough,  ME  04074/207-883-2911 

341  HARCOURT  GENERAL  244  353  293  5 

27  Boylston  St,  Chestnut  Hill,  MA  02167/617-232-8200 

770  HARLAND  (JOHN  H.)  860  608  918  18 

2939  Miller  Rd,  Decalur,  GA  30035/404  981 9460 

575  HARLEY-DAVIDSON  606  626  852  14 

3700  West  Juneau  Ave,  Milwaukee,  Wl  53208/414-342  4680 

540  HARRIS  308  404  473  9 

1025  WesI  NASA  Blvd,  Melbourne,  FL  32919/407-727-9100 

671  HARSCO  490  432  716  15 

350  Popular  Church  Rd,  Comp  Hill,  PA  17011/717-763-7064 

609  HARTFORD  STEAM  BOILER  743  613  743  17 

One  Slate  St,  Hartford,  0  06102/203-722  1866 

334  HASBRO  357  250  512  14 

1027  Newport  Ave,  Pawtuckel,  Rl  02862/401-431-8697 

741  HAWAIIAN  ELECTRIC         631  533  351  24 

900  Richards  Si,  Honolulu,  HI  96813/808-543-5662 

311  HCA  187  81  1  285    1  2 

One  Pork  Plazo,  Noshville,  TN  37203/615-327  9551 

836  HEALTH  CARE  PROPERTY     988  764  857  12 

10990  Wilshire  Blvd,  Los  Angeles,  CA  90024/310-473-1990 

916  HEALTHCARE  COMPARE       971  856  986  17 

3200  Highland  Ave,  Downers  Grove,  II  60515/708-241-7900 

664  HEALIHTRUST  388  390  479  12 

4525  Harding  Rd,  Nashville,  TN  37215/615  383-4444 

731  HEILIG-MEYERS  767  771   793  6 

2235  Staples  Mill  Rd,  Richmond,  VA  23230/804-359-9171 

68  HEINZ  (H.J.)  1  43    73  241  10 

600  Grant  Si,  Pittsburgh,  PA  15219/412-456-5700 

921  HELMERICH  &  PAYNE         940  876  826    1  1 

1579  East  21sl  Si,  Tulso,  OK  74114/918-742-5531 

294  HERCULES  324  270  396  4 

1313  North  Market  St,  Wilmington,  DE  19894/302  594-5000 

176  HERSHEY  FOODS  294  193  448  10 

100  Crystal  A  Or,  Hershey,  PA  17033/717-534^1200 


32  HEWLETT-PACKARD  37    48  119  18 

3000  Honover  St,  Palo  Alto,  CA  94304/415-857-1501 

283  HILLENBRAND  INDUSTRIES  532  388  534  15 

16  Stole  Rd  46  East,  Batesville,  IN  47006/812  934  7000 

389  HILTON  HOTELS  573  393  465  14 

9336  Civic  Center  Dr,  Beverly  Hills,  CA  90209/310-27B-4321 

30  HOME  DEPOT  136  126  361  8 

2727  Paces  feiry  Rd,  Atlanta,  GA  30339/404-433-8211 

869  HOME  SHOPPING  NETWORK  619  799  849  8 

2501  I18lh  Ave  North,  Si  Petersburg,  FL  33716/813-572  8585 

466  HOMESTAKE  MINING  741  974  693  16 

650  California  Si,  San  Francisco,  CA  94108/415-981-8150 

749  HON  INDUSTRIES  731  731  928  18 

414  East  Third  St,  Muscatine,  lA  52761/319-264-7400 

204  HONEYWELL  155  1  16  310  9 

2701  Fourth  Ave  South,  Minneopolis,  MN  55408/612-951-1000 

779  HORACE  MANN  EDUCATORS  732  517  433  17 

One  Horace  Mann  Ploza,  Springfield,  IL  62715/217-789-2500 

445  HORMEL  (GEO. A.)  322  420  742  10 

501 16th  Ave  NE,  Austin,  MN  55912/507-437-5611 

961  HOUGHTON  MIFFLIN  852  855  907  20 

One  Beacon  Si,  Boston,  MA  02108/617  725-5000 

327  HOUSEHOLD  INTL.  336  236    62  5 

2700  Sanders  Rd,  Prospect  Heights,  IL  60070/708-564-5000 

136  HOUSTON  INDUSTRIES        21  1  121   149  24 

4400  Post  Oak  Pkwy,  Houston,  U  77027/713-629-3000 

481  HUBBELL  710  428  764  9 

584  Derby-Millord  Rd,  Orange,  CT  06477/203-799-4100 

724  HUMANA  319  960  706  12 

500  West  Moin  St,  Louisville,  KY  40202/502-580-1000 

794  HUNT  (J.B.)  661  752  804  23 

615  J,  8  Hunt  Corporate  Or,  Lowell,  AR  72745/501-820-0000 

443  HUNTINGTON  BANCSHARES  569  31  2  125  3 

Huntington  Center,  Columbus,  OH  43287/614-463-8300 


12  IBM  5  1000     1  5  18 

Old  Orchord  Rd,  Armonk,  NY  10504/914765-1900 

760  IBP  73  556  617  10 

Hwy  35,  Dakota  City,  NE  68731/402-494-2061 

681  IDAHO  POWER  828  584  547  24 

1221  West  Idaho  Si,  Boise,  ID  83702/208-383-2200 

775  lES  INDUSTRIES  745  646  595  24 

200  first  St  SE,  Cedar  Rapids,  lA  52401/319-398-4411 

666  ILLINOIS  CENTRAL  806  51  1  673  23 

455  North  CitylronI  Plazo  Dr,  Chicogo,  IL  60611/312-755-7500 

454  ILLINOIS  POWER  522  346  290  24 

500  Soulh  27lh  Si,  Decolui,  IL  62525/217-424-6600 

218  ILLINOIS  TOOL  WORKS       328  235  498  15 

3600  WesI  Lake  Ave,  Glenview,  IL  60625/708-724-7500 

796  IMC  FERTILIZER  GROUP      647  528  548  4 

2100  Sonders  Rd,  Norlhbrook,  IL  60062/708-272-9200 

400  IMCERA  GROUP  466  324  501  12 

2315  Sonders  Rd,  Norlhbrook,  IL  60062/708-564-8600 

954  IMMUNEX  991  951  9i0  12 

51  University  St,  Seattle,  WA  98101/206-587-0430 
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87  2  INFORMATION  RESOURCES    924  gS4  961  21 

ISO  North  Clmlon  St,  Chicago,  II  60661/312-726  1221 

674  INFORMIX  922  621  971  18 

4100  Bohonnon  Dr,  Menio  Pork,  CA  94025/415  926-6300 

260  INGERSOIL-RAND  242  363  413  15 

200  Cheslnul  Ridge  Rd,  Woodclitf  Loke,  NJ  07675/201-573-0123 

846  INLAND  STEEL  INDUSTRIES  265  971  450  16 

30  West  Monroe  Si,  Chi(ogo,  II  60603/312  346  0300 

510  INTEGRA  FINANCIAL  673  37  1   1  70  3 

Foui  PPG  Ploce,  Pittsburgh,  PA  1S222/412-644-8111 

22  INTEL  164    35  217  9 

2200  Mission  College  Blvd,  Sonto  Cloro,  CA  95052/408  765-8080 

892  INTERCO  514  306  668  6 

101  Soulh  Hanley  Rd,  Si  louis,  MO  63105/314-863-1100 

981  INTERGRAPH  587  888  717  18 

289  Ounlop  Blvd,  Huntsville,  AL  35824/205-730-2000 

211  INTL.  FLAVORS  600  254  658  4 

521  West  57th  St,  New  *rk,  NV 10019/212  765  5500 

274  INTL.  GAME  TECHNOLOGV    884  440  844    1  5 

520  South  Rock  Blvd,  Reno,  NV  89502/702  688-0100 

99  INTERNATIONAL  PAPER        50  307   108  19 

Two  Manhollanville  Rd,  Porchose,  NV  10577/914  397 1500 

908  INTL.  SPECIALTY  PRODUCTS  796  602  703  4 

1361  Alps  Rd,  Woyne,  NJ  074  7  0  /  201-6  2  8  3  0  0  0 

391  INTERPUBLIC  GROUP         446  373  443  21 

1271  Ave  ol  the  Americas,  New  York,  NV  10020/212  399  8000 

929  IOWA-ILLINOIS  G&E  829  676  586  24 

206  Eosl  Second  St,  Davenport,  lA  52801/319-326-7111 

524  IPALCO  ENTERPRISES        764  433  538  24 

25  Monument  Circle,  Indiaciopolis,  IN  46204/317-261-8261 

940  ITEL  481  942  459  5 

Two  North  Riverside  Plozo,  Chicogo,  11  60606/312  466-4090 

83  ITT  24  985     25  5 

1330  Ave  ol  the  Americas,  New  Vork,  NV  10019/212-258-1000 

463  IVAX  858  681  859  12 

8800  NW  36lh  St,  Miami,  Ft  33178/305-590-2200 


903  JA(OBS  ENGINEERING        592  818  944  21 

251  Soulh  loke  Ave,  Posodeno,  CA  91101/818-4492171 

498  JAMfS  RIVER  205  964  260  19 

120  Tredegor  St,  Richmond,  VA  23219/804-644-5411 

347  JEFfERSON-PILOI  577  221   295  17 

100  North  Greene  St,  Greensboro,  NC  27401/919-691-3000 


548  JOHN  NUVEEN  954  563  951  17 

333  West  Worker  Dr,  Chicago,  11  60606/312-917-7700 

18  JOHNSON  S  JOHNSON  48    15   153  12 

One  Johnson  S  Johnson  Plaza,  New  Brunswick,  NJ  08933/908-524-0400 

442  JOHNSON  CONTROLS  175  331  418  9 

5757  North  Green  Boy  Ave,  Milwoukee,  Wl  53209/414-2281200 

935  JONES  APPAREL  CROUP      864  706  980  6 

250  Rillenhouse  Circle,  Bristol,  PA  19007/215-785-4000 

585  JOSTENS  679  628  835  15 

5501  Norman  Center  Drive,  Minneapolis,  MN  55437/612-830-3300 

980  JUSTIN  INDUSTRIES  857  822  925  6 

2821  West  Seventh  St,  Fort  Worth,  TK  76107/817-336-5125 
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513  KANSAS  CITY  POWER         701  453  452  24 

1201  Wolnul,  Konsas  City,  MO  64106/816-556-2200 

598  KANSAS  CITY  SOUTHERN     720  553  663  23 

114  West  11th  St,  Kansas  City,  MO  64105/816  556  0303 

988  KAUFMAN  &  BROAD  HOME  610  812  627  13 

10877  Wilshire  Blvd,  los  Angeles,  CA  90024/310-443-8000 

46  KELLOGG  156    63  359  10 

One  Kellogg  Squore,  Battle  Creek,  Ml  49016/616-961-2000 

573  KELLY  SERVICES  473  725  858  21 

999  West  Big  Beaver  Rd,  Troy,  Ml  48084/313-362-4444 

509  KEMPER  399  980  117  17 

One  Kemper  Or,  long  Grove,  11  60049/708  540  2000 

393  KERR-MCGEE  278  927  390  11 

Kerr-M(Gee  Center,  Oklohomo  City,  OK  73125/405-270-1313 

212  KEYCORP  394  191     73  3 

30  South  Peorl  St,  Albany  NV  12207/518-486  8000 

729  KEYSTONE  INTERNATIONAL  812  696  887  15 

9600  West  Gulf  Bonk  Rd,  Houston,  TX  77040/713-466-1176 

920  KIMBALL  INTERNATIONAL    746  783  888  6 

1600  Royol  St,  Jasper,  IN  47549/812-482-1600 

89  KIMBERLY-CLARK  139  137  270  19 

545  E  John  Carpenter  fwy  Irving,  IX  75062/214-830-1200 

574  KING  WORLD  841  422  836  14 

12400  Wilshire  Blvd,  West  Los  Angeles,  CA  90025/310-826-1108 

75  KMART  12    43    96  8 

3100  West  Big  Beaver  Rd,  Troy  Ml  48084/3I3-643-1000 

290  KNIGHT-RIDDER  385  301   471  20 

One  Herold  Ploza,  Miami,  fl  33132/305-376  3800 

566  KOHL'S  608  808  883  8 

N54W13600  Woodole  Or,  Menomonee  Foils,  Wl  53051/414-783-5800 


504  KROGER  21  406  340 

1014  Vine  St,  Cincinnati,  OH  45202/513-762-4000 

648  KU  ENERGY  793  496  681 

One  Quality  St,  lexington,  KY  40507/606.255-2100 
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705  LAFARGE  517  936  562 

11130  Sunrise  Valley  Dr,  Reston,  VA  22091/703-264-3600 

817  LANCASTER  COLONY  778  722  947 

37  West  Brood  St,  Columbus,  OH  43215/614-224-7141 

868  LANCE  848  726  93o 

8600  South  Blvd,  Charlotte,  NC  28273/704-554-1421 

978  LAWTER  INTERNATIONAL     963  824  979 

990  Skokie  Blvd,  Nortbbrook,  11  60062/708-498  4700 

819  LDDS  COMMUNICATIONS     893  831  889 

4780 1-55  North,  Jackson,  MS  39211/601-364-7000 

874  LEE  ENTERPRISES  894  716  870 

215  North  Moin  Si,  Davenport,  lA  52801/319-383-2100 

501  LE6ENT  837  775  851 

8615  Westwood  Center  Dr,  Vienna,  VA  22182/703-734-9494 

538  LEGGETT  &  PLATT  590  564  810 

One  leggetl  Rd,  Corthoge,  MO  64836/417-358  8131 

927  lENNAR  871  805  719 

700  Northwest  107th  Ave,  Miomi,  Fl  33172/305-559-4000 

690  lEUCADIA  NATIONAL         497  286  331 

315  Pork  Ave  South,  New  Vork,  NV  10010/212  460 1900 

593  IGSE  ENERGY  686  470  505 

220  West  Main  St,  Louisville,  KV  40202/502-627-2000 

439  LIBERTY  MEDIA  968  742  760 

2232  Dell  Range  Blvd,  Cheyenne,  WV  82009/307-637-8253 

918  LIBERTY  NATIONAL  885  674  329 

416  West  Jefferson  St,  Louisville,  KY  40232/502-566-2000 

986  LIFE  RE  902  679  699 

969  High  Ridge  Rd,  Stamford,  0  06905/203  321-3000 

48  LILLY  (ELI)  157    50  212 

Lilly  Corporate  Center,  Indianapolis,  IN  46285/317-276-2000 

82  LIMITED  (THE)  142  105  355 

Two  limited  Pkwy,  Columbus,  OH  43216/614-479-7000 

214  LIN  BROADCASTING  795  955  439 

5295  Carillon  Point,  Kirklnnd,  WA  98033/206-828-1902 

262  LINCOLN  NATIONAL  1  15  127  46 

1300  South  Clinton  St,  Fort  Woyne,  IN  46802/219-455-2000 

812  LINEAR  TECHNOLOGV         972  800  981 

1630  McCarthy  Blvd,  Milpitos,  CA  95035/408-432-1900 
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.12  LITTON  INDUSTRIES  170  253  322  T 

360  North  CtescenI  Dr,  Beverly  Hills,  CA  902I0/310-859-5000 

07  LIZ  CLAIBORNE  400  208  683  6 

1441  Broodwoy,  New  York,  NY  10018/212-3544900 

59  LOCKHEED  87  131  244  1 

4500  Pork  Gronodo  Blvd,  Colabosos,  CA  91399/818-876-2000 

93  LOCTITE  773  51  2  840  4 

10  Columbus  Blvd,  Hortlord,  Q  06106/203  520-5000 

14  LOEWS  49  926    44  17 

667  Modison  Ave,  New  York,  NY  10021/212  545  2000 

>51  LONE  STAR  STEAKHOUSE     998  896  1000  14 

224  tflsl  Douglos,  Wittiita,  KS  67202/316-264-8899 

'.9i  LONG  ISLAND  LIGHTING      348  155  186  24 

175  East  Old  Country  Rd,  Hitksville,  NY  11801/516-933-4590 

151  LONGS  DRUG  STORES        365  637  794  12 

141  North  Civic  Or,  Wolnul  Creek,  CA  94596/510-937  1170 

;i7  LOMGVIEW  FIBRE  739  784  734  7 

fnd  ol  Fibre  Way,  Longview,  WA  98632/206-425-1550 

104  LORAL  298  283  409  9 

600  Third  Ave,  New  York,  NY  10016/212-697-1105 

U\  LOTUS  DEVELOPMENT        667  481  780  18 

55  Combridgc  Pkwy,  Cambridge,  MA  02142/617  577-8500 

i«l  'OUISIANA  LAND  709  905  665    1  1 

.  9  Poydros  51,  New  Orleans,  LA  70112/504-566-6500 

l!28  LOUISIANA-PACIFIC  402  252  497  19 

111  SW  Fifth  Ave,  Portland,  OR  97204/503  221  0800 

1386  LOWE'S  236  461  593  8 

Hwy  268  EnsI,  North  Wilkesboro,  NC  28659/919-651-4000 

1-991  LSI  LOGIC  769  961  789  9 

1551  Mrtorthy  Blvd,  Milpilos,  CA  95035/408-433-8000 

416  LUBRIZOL  505  339  692  4 

29400  lokelond  Blvd,  Wieklitfe,  OH  44092/216-943-1200 

971  LUBY'S  CAFETERIAS  897  781  956  14 

2211  NE  Loop  410,  Son  Antonio,  IX  78217/512-654-9000 

913  LUKENS  677  786  782  16 

50  South  First  Ave,  Cootesville,  PA  19320/215-383-2000 

411  LVONDELL  PETROCHEMICAL  201  830  670  4 

1221  McKinney  St,  Houston,  TX  77010/713-652-7200 


m 


787  MAGMA  POWER  980  758  901  24 

4365  Executive  Or,  Son  Diego,  CA  92121/619-622-7800 

976  MAGNETEX  549  794  724  9 

11150  Sonio  Monico  Blvd,  Los  Angeles,  CA  90025/310-473-6681 

(13  MANOR  CARE  649  493  685  12 

10750  Columbia  Pike,  Silver  Spring,  MD  20901/301-681-9400 

619  MANPOWER  297  938  733  21 

5301  North  Ironwood  Rd,  Milwaukee,  Wl  53217/414-9611000 

S03  MAPCO  331  408  537    1  1 

1800  South  Bohimore  Ave,  Tulsa,  OK  74119/918-581-1800 

'  132  MARION  MERRELL  DOW      287    62  398  12 

9300  Word  Pkwy,  Kansas  City,  MO  64114/816-966-4000 

861  MARK  IV  INDUSTRIES        576  688  696  15 

501  lohn  Jomes  Audubon  Pkwy,  Amherst,  NY  14228/716-689-4972 

930  MARQUETTE  ELECTRONICS   936  859  978    1  2 

8200  West  Tower  Ave,  Milwaukee,  Wl  53223/414-355-5000 
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350  MARRIOTT  105  457  258  14 

One  Marriott  Dr,  Washington,  DC  20058/301  380  9000 

116  MARSH  S  MCLENNAN         316  153  456  17 

1166  Ave  of  the  Americas,  New  York,  NY  10036/212-345-5000 

542  MARSHALL  &  ILSLEY         705  361  222  3 

770  North  Woter  St,  Milwaukee,  Wl  532  0  2/  414  76  5  7  801 

273  MARTIN  MARIETTA  162  136  378  1 

6801  Rockledge  Or,  Bethesdo,  MD  20817/301  897-6000 

697  MARVEL  ENTERTAINMENT    953  788  894  20 

387  Pork  Ave  South,  New  York,  NY  10016/212-696-0808 

174  MASCO  262  247  360  6 

21001  Van  Born  Rd,  Taylor,  Ml  48180/313-274-7400 

839  MASCO  INDUSTRIES  485  733  543  2 

21001  Von  Born  Rd,  Taylor,  Ml  48180/313-274  7400 

406  MATTEL  448  304  659  14 

333  Contmentol  Blvd,  El  Segundo,  CA  90245/310-524-2000 

628  MAXUS  ENERGY  725  507  555  II 

717  North  Horwood  St,  Dallas,  TX  75201/214-953-2000 

84  MAY  DEPARTMENT  STORES    72    75  215  8 

611  Olive  St,  St  Louis,  MO  63101/314-342-6300 

526  MAYTAG  309  914  467  6 

One  Dependoble  Square,  Newton,  lA  50208/515-792-8000 

332  MBIA  91  1  239  434  17 

113  King  St,  Armonk,  NY  10504/914-273-4545 

346  MBNA  589  263  257  3 

400  Christiono  Rd,  Nework,  DE 19713/800-441-7048 

117  MCCAW  CELLULAR  469  988  208  22 

5400  Carillon  Point,  Kirklond,  WA  98033/206-8274500 

942  MCCLATCHY  NEWSPAPERS   862  798  865  20 

2100  Q  Street,  Sacramento,  CA  95816/916-321-1846 

415  MCCORMICK  525  426  691  10 

18  Loveton  Circle,  Sporks,  MD  21152/410-771-7301 

557  MCDERMOTT  INTL.  296  680  414  21 

1010  Common  St,  New  Orleons,  LA  70112/504-587-5400 

37  MCDONALD'S  138    41   154  14 

One  McDonold's  Plaza,  Oak  Brook,  IL  60521/708-575-3000 

402  MCDONNELL  DOUGLAS         35    61   1  27  1 

J,  S,  McDonnell  Blvd  S  Airport  Rd,  St.  Louis,  MO  63134/314-232-0232 

318  McGRAW-HILL  422  287  466  20 

1221  Ave  of  the  Americas,  New  York,  NY  10020/212-512-2000 

60  MCI  COMMUNICATIONS         79    72  200  22 

1801  Pennsylvania  Ave  NW,  Washington,  DC  20006/202-872 1600 

452  MCKESSON  67  615  410  12 

One  Post  St,  Son  Francisco,  CA  94104/415  983-8300 

804  MCN  531  594  615  24 

500  Griswold  St,  Detroit,  Ml  48226/313-256-5500 

355  MEAD  206  745  358  19 

Courthouse  Plaza  N[,  Doylon,  OH  45463/513-222-6323 

173  MEDCO  CONTAINMENT        410  370  624    1  2 

100  Summit  Ave,  Montvole,  NJ  07645/201-358-5400 

905  MEDICAL  CARE  AMERICA     760  710  747  12 

13455  Noel  Rd,  Dollas,  TX  75240/214-851-2600 

773  MEDITRUST  973  642  701  12 

128  Technology  Center,  Walthom,  MA  02154/617  736 1500 

197  MEDTRONIC  560  224  656  12 

7000  Cenlrol  Ave  NE,  Minneapolis,  MN  55432/612-574-4000 


PANK  COMPANY 


OTHER  PANKINGS  .. 
SAIES  PROflTS  ASSETS  NO 


263  MELLON  BANK  312  108    59  3 

500  Grant  St,  Pittsburgh,  PA  15258/412-234-5000 

168  MELVILLE  81  282  345  8 

One  Theoll  Rd,  Rye,  NY  10580/914-925-4000 

687  MERCANTILE  BANCORP.      695  458  199  3 

721  Locust  St,  St  Louis,  MO  63166/314-425  2525 

699  MERCANTILE  BANKSHARES  827  498  283  3 

Two  Hopkins  Ploza,  Baltimore,  MO  21201/410-237  5900 

558  MERCANTILE  STORES         341  449  519  8 

9450  Seword  Rd,  Fairfield,  OH  45014/513  881-8000 

7  MERCK  94      5  163  12 

One  Merck  Dr,  Whilehouse,  Nl  08889/908-594-4000 

483  MERCURY  FINANCE  970  699  816  17 

40  South  Skokie  Blvd,  Northbrook,  IL  60062/708-564  3720 

500  MERIDIAN  BANCORP  614  365   146  3 

35  North  Sixth  Si,  Reading,  PA  19601/215-655-2000 


106  MERRILL  LYNCH  51  42 

250  Vesey  Si,  New  York,  NY  10281/212-449-1000 
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857  MERRY-GO-ROUND  680  736  897  8 

3300  Fashion  Way  loppo,  MD  21085/410-538-1000 

841  MEYER  (FRED)  325  575  690  8 

3800  SE  22nd  Ave,  Portland,  OR  97202/503-232-8844 

474  MGIC  INVESTMENT  900  397  709    1  7 

270  Eost  Kilbourn  Ave,  MHwoukee,  Wl  53202/414-347-6480 

723  MOM  GRAND  994  925  727  14 

3155  West  Harmon  Ave,  Las  Vegas,  NV  89103/702-891-3333 

746  MICHIGAN  NATIONAL         638  585   177  3 

27777  Inksler  Rd,  Forminglon  Hills,  Ml  48333/313-473-3000 

704  MICRON  TECHNOLOGY        815  887  791  9 

2805  Eost  Columbio  Rd,  Boise,  ID  83706/208-3684000 

26  MICROSOFT  292    49  397  18 

One  Microsoft  Way  Redmond,  WA  98052/206-882-8080 

750  MIDLANTIC  550  891   1  18  3 

499  Thornoll  St,  Edison,  NJ  08837/908-321-8000 

715  MIDWEST  RESOURCES        630  670  477  24 

666  Grand  Ave,  Des  Moines,  lA  50306/515-2424300 

837  MILLIPORE  7  1  3  7  19  774  9 

80  Ashby  Rd,  Bedford,  MA  01730/617-275-9200 

25  MINNESOTA  MINING  &  MFG.   47    26  151  15 

3M  Center,  St.  Paul,  MN  55144/612-733-1110 

680  MINNESOTA  POWER  836  532  584  24 

30  West  Superior  St,  Ouluth,  MN  55802/218  722-2641 

696  MIRAGE  RESORTS  692  778  601  14 

3400  Los  Vegos  Blvd  South,  Los  Vegos,  NV  89109/702-791-7111 

752  MITCHELL  ENERGY  665  795  488    1  1 

2001  Timberloch  Place,  The  Woodlonds,  TX  77380/713-377-5500 

581  MNC  FINANCIAL  510  395  105  3 

225  North  Colvert  Si,  Baltimore,  MD  21202/410-605-5000 

16  MOBIL  7    22    43  II 

3225  Gallows  Rd,  Fairfax,  VA  22037/703-846-3000 

941  MODINE  MFG.  801  789  902  2 

1500  De  Koven  Ave,  Racine,  Wl  53403/414-636-120(1 
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434  MOLEX  693  522  752  9 

2222  Wellington  Court,  lisle.  It  60532/708  969-4550 

127  MONSANTO  123  966  204  4 

800  North  Lindbergh  Blvd,  Si  Louis,  MO  63167/314-694-1000 

543  MONTANA  POWER  824  384  493  24 

40  Lost  Broodwoy,  Bulle,  MT  59701/406  723  5421 

59  MOROAN  (J. P.)  84    19     13  3 

60  Wall  5t,  New  York,  NY  10260/212-483  2323 

206  MORGAN  STANtEY  OROUP    129    97     19  17 

1251  Ave  o(  the  Americas,  New  York,  NY  10020/212-703-4000 

956  MORRISON  KNUDSEN         389  874  705  21 

720  Park  Blvd,  Boise,  ID  83729/208  386-5000 

919  MORRISON  RESTAURANTS    621  769  900  14 

4721  Morrison  Dr,  Mobile,  AL  36609/205-344-3000 

285  MORTON  INTERNATIONAL    408  299  504  4 

100  North  Riverside  Plaza,  Chicogo,  IL  60606/312  807  2400 

45  MOTOROLA  52    78  178  9 

1303  East  AlgonqLjin  Rd,  Sthaumbutg,  IL  60196/708-576-5000 

590  MULTIMEDIA  791  579  820  20 

305  South  Main  St,  Greenville,  SC  29602/803  2984373 

462  MURPHY  OIL  478  562  532    1  1 

200  Pearh  St,  El  Dorodo,  AR  71730/501-862-6411 

378  MYIAN  LABORATORIES       961  568  953  12 

130  Seventh  St,  Pittsburgh,  PA  15222/412  232  0100 


n 


356  NAKO  CHEMICAL  544  302  636  4 

One  Nolro  (enter,  Naperville,  IL  60563/708-305 1000 

210  NATIONAL  CITY  333  133    63  3 

1900  East  Ninth  St,  Clevelond,  OH  44114/216-575-2000 

677  NATIONAL  FUEL  OAS  655  587  557  24 

10  Laloyette  Square,  Buffalo,  NY  14203/716-857-7000 

561  NATIONAL  HEALTH  LABS.    724  7  14  880  12 

7590  Foy  Ave,  La  Jolla,  CA  92037/619-454-3314 

490  NATIONAL  MEDICAL  ENTS.  237  430  344    1  2 

2700  Colorado  Ave,  Santa  Moniro,  CA  90404/310  315-8000 

<ni  NATIONAL  RE  904  792  644  17 

^77  Long  Ridge  Rd,  Stomlord,  0  06902/203-329  7700 

612  NATIONAL  SEMICONDUCTOR   444  412  646  9 

2900  Sernieondurtor  Dr,  Sonto  Claro,  CA  95052/408-721-5000 

570  NATIONAL  SERVICE  INDS.    484  503  697  9 

1420  Pewhlree  St  NE,  Allanio,  GA  30309/404-853-1000 

53  NATIONSBANK  91    31     10  3 

100  North  Iryon  St,  Chorlolle,  NC  28202/704-386-5000 


979  NATIONWIDE  HEALTH        995  828  903  13 

4675  MocArthur  Court,  Newport  Beoch,  CA  92660/714-251-1211 

887  NAVISTAR  INTERNATIONAL  227  963  376  2 

455  North  Citylront  Ploza  Or,  Chirogo,  IL  60611/312-836-2000 

152  NBD  BANCORP  280  139    40  3 

611  Woodward  Ave,  Detroit,  Ml  48226/313-225-1000 

948  NEIMAN  MARCUS  GROUP     436  663  657  8 

27  Boylston  St,  Chestnut  Hill,  MA  02167/  617  2  3  2-0760 

764  NEVADA  POWER  787  604  613  24 

6226  West  Sahara  Ave,  I  as  Vegos,  NV  89102/702-367-5000 

342  NEW  ENGLAND  ELECTRIC     403  229  326  24 

25  Research  Dr,  Westboro,  MA  01582/508-366  9011 

615  NEW  PLAN  REALTY  TRUST  990  653  850  13 

1120  Ave  of  the  Americas,  New  York,  NY  10036/212  869-3000 

370  NEW  YORK  STATE  ESC       476  245  299  24 

4500  Vestol  Pkwy  Lost,  Binghnmton,  NY  13902/607  729-2551 

387  NEW  YORK  TIMES  459  917  523  20 

229  West  43rd  Si,  New  York,  NY  10036/212  556 1234 

310  NEWELL  527  289  599  15 

29  EosI  Stephenson  Si,  Freeport,  IL  61032/815-235-4171 

257  NEWMONT  GOLD  807  446  739  16 

1700  Lincoln  St,  Denver,  CO  80203/303-863  7414 

340  NEWMONT  MINING  77  1  439  67  1  16 

1700  Lincoln  St,  Denver,  CO  80203/303-863-7414 

301  NIAGARA  MOHAWK  POWER   249  186  213  24 

300  Erie  Blvd  West,  Syracuse,  NY  13202/315-474-1511 

511  NICOR  495  381   494  24 

1844  West  Ferry  Rd,  Naperville,  IL  60563/708  305  9500 

159  NIKE  252  130  514  6 

One  Bowermon  Dr,  Beoverton,  OR  97005/503-671-6453 

435  NIPSCO  INDUSTRIES  499  298  369  24 

5265  Hohmon  Ave,  Hammond,  IN  46320/219-853-5200 

728  NOBLE  AFFILIATES  916  708  823    1  1 

no  West  Broadway,  Ardmore,  OK  73401/405-223-4110 

807  NORDSON  868  730  931  15 

28601  Clemens  Rd,  Westloke,  OH  44145/216  892  1580 

330  NORDSTROM  274  218  518  8 

1501  Fifth  Ave,  Seattle,  WA  98101/206-628-2111 

85  NORFOLK  SOUTHERN  209    80   180  23 

Three  Commercial  Place,  Norfolk,  VA  23510/804-629-2600 

245  NORTHEAST  UTILITIES        291   152   193  24 

107  Selden  Si,  Berlin,  CT  06037/203  665  5000 

314  NORTHERN  STATES  POWER  405  278  308  24 

414  Nicollet  Mall,  Minneapolis,  MN  55401/612-330  5500 


358  NORTHERN  TRUST  S72  292  115 

50  Soulh  La  Salle  St,  Chicogo,  IL  60675/312-630-6000 

486  NORTHROP  171  351  403 

1840  Century  Pork  East,  Los  Angeles,  CA  '0067/310-553-6262 

120  NORWEST  208    92  38 

Sixth  S  Marquetle,  Minneopolis,  MN  55479/612-667-1234 

790  NOVACARE  853  665  922 

1016  West  Ninth  Ave,  King  of  Prussia,  PA  19406/215-992-7200 

86  NOVELL  642  179  675 

122  East  1700  Soulh,  Prove,  UT  84606/801-429-7000 


241  NUCOR 


492  486  620  - 


2100  Rexford  Rd,  Charlotte,  NC  28211/704-366-7000 


880  NWNl  543  576  205 

20  Washington  Ave  Soulh,  Minnenpolis,  MN  55401/612-372-543; 

35  NYNEX  53    21  67 

335  Modison  Ave,  New  York,  NY  10017/212-370-7400 


137  OCCIDENTAL  PETROLEUM     107  337  110 

10889  Wilshire  Blvd,  Los  Angeles,  CA  90024/310-208-8800 

449  OFFICE  DEPOT  47  1  743  817 

2200  Old  Germontown  Rd,  Delroy  Beach,  FL  33445/407  278-481 

703  OGDEN  463  573  425 

Two  Pennsylvania  Plazo,  New  York,  NY  10121/212-868-6000 

867  OGDEN  PROJECTS  845  692  489 

40  Lone  Rd,  Fairfield,  NJ  07007/201-882-9000 

616  OHIO  CASUALTY  455  421  370 

136  North  Third  St,  Hamilton,  OH  45025/513-867-3000 

244  OHIO  EDISON  384  164  223 

76  South  Moin  Si,  Akron,  OH  44308/216-384-5100 

537  OKLAHOMA  GSE  556  41  1  460 

101  North  Robinson  Ave,  Oklohomo  City,  OK  73102/405-272  3000 

536  OLD  KENT  FINANCIAL         696  374  211 

One  Vandenberg  Center,  Grand  Rapids,  Ml  49503/616-771-5000 

567  OLD  REPUBLIC  INTL.  501  259  350 

307  North  Michigan  Ave.  Chicago,  II  60601/312-346  8100 

786  OLIN  376  624  522 

120  long  Ridge  Rd,  Stamford,  0  06904/203  356-2000 

799  OLSTEN  643  846  973  , 

One  Merrick  Ave,  Westbury,  NY  11590/516-832-8200 

603  OMNICOM  GROUP  541  544  541 

437  Madison  Ave,  New  York,  NY  10022/212  415  3600 

177  ORACLE  SYSTEMS  557  443  723 

500  Oracle  Pkwy  Redwood  Shores,  CA  94065/415-506-7000 
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>52  ORANGE  &  ROCKLAND  UTILS.  683  673  687  24 

One  Blue  Hill  f\aia,  Peorl  Rlvei,  NY  10965/914  352-6000 

t08  ORYX  ENtROV  539  508  354  It 

13155  Noel  M,  Dallas,  TX  75240/214-715-4000 

»23  OUIBACK  STEAKHOUSE       977  877  999  14 

550  North  lieo  St,  lompa,  Fl  33609/813  282 1225 

m  OVERSEAS  SHIPHOLDING     889  902  603  23 

1114  Ave  of  the  Americas,  New  %A,  NY  10036/212-869  1222 

(38  OWENS-CORNING  321  516  508  13 

Fiberglas  Towet,  Toledo,  OH  43659/419-248-8000 

S49  OWENS-ILLINOIS  253  423  321  7 

One  SeaGole,  Toledo,  OH  43666/419-247  5000 


P 


417  PACCAR  340  547  438  2 

777 106th  Ave  NE.  Bellevue,  WA  98004/206^55-7400 

465  PACIFIC  ENTERPRISES        318  308  288  24 

633  West  Fifth  St,  Los  Angeles,  CA  90071/213-895-5000 

49  PACIFIC  GAS  &  ElECTRIC     82    29    79  24 

77  Beale  St,  San  Francisco,  CA  94177/415-973-7000 

748  PACIFIC  TELECOM  733  538  577  22 

805  Broadway,  Vancouver,  WA  98660/206-696  0983 

36  PACIFIC  TtLESIS  GROUP       92    32    89  22 

130  Kearny  St,  Son  Froncisco,  CA  94108/415-394-3000 

7S3  PACIFICARE  HEALTH  451  660  805  12 

5995  Plnzo  Drive,  Cypress,  U  90630/714-952-1121 

182  PACIFKORP  293  291   1  36  24 

700  NE  Multnomah  St,  Portland,  OR  97232/503-731-2000 

688  PAGING  NETWORK  933  91  1  957  22 

4965  Preston  Park  Blvd,  Piano,  TX  75093/214-985-4100 

682  PAINEWEBBER  GROUP       281  21  1     70  17 

1285  Ave  of  the  Americas,  New  York,  NV  10019/212-713  2000 

413  PALL  736  491  761  5 

2200  Northern  Blvd,  East  Hills,  NY  11548/516-484-5400 

376  PANHANDLE  EASTERN        382  240  259  24 

5400  ^stheimer  Court,  Houston,  TX  77056/713-627-5400 

496  PARAMETRIC  TECHNOLOGY  981  832  989  18 

128  Technology  Dr,  Wolthom,  MA  02154/617-894-7111 

145  PARAMOUNT  COMMUNS.     218  187  233  14 

15  Columbus  Circle,  New  York,  NY  10023/212-373-8000 

SOS  PARKER  HANNIFIN  370  540  542  15 

17325  Euclid  Ave,  Cleveland,  OH  44112/216-531  3000 

835  PAYCHEX  962  860  995  18 

911  Ponorama  Trail  South,  Rochester,  NY  14625/716-385-6666 

578  PENN  CENTRAL  457  565  382  5 

One  EosI  Fourth  St,  Cincinnoti,  OH  45202/513  579-6600 

78  PENNEY  (J.C.)  32    53  1  26  8 

6501  legacy  Dr,  Piano,  TX  75024/214-591-1000 

196  PENNSYLVANIA  POWER      339  134  216  24 

Two  North  Ninth  St,  Allentown,  PA  18101/215  7  74-5151 

375  PENNZOIL  380  858  335  11 

700  Milom  Si,  Houston,  TX  77002/713-546-4000 

656  PEOPLES  ENERGY  598  518  559  24 

122  South  Michigon  Ave,  Chicago,  11 60603/312-4314000 

S08  PEP  BOYS  599  641   740  8 

3111  West  Allegheny  Ave,  Phdadelphio,  PA  19132/215-229-9000 


10  PEPSICO  23    23    92  6 

700  Anderson  Hill  Rd,  Purchose,  NY  10577/914-253-2000 

599  PERKIN-ELMER  650  557  766  9 

761  Main  Ave,  Norwolk,  0  06859/203-762 1000 

480  PERRIGO  822  741  908  12 

515  Eastern  Ave,  Allegan,  Ml  49010/616  673-8451 

453  PET  464  385  614  10 

400  South  Fourth  St,  St  Louis,  MO  63102/314  622-7700 

617  PETRIE  STORES  538  882  731  8 

70  Enterprise  Av?,  Secoucus,  NJ  07094/201  866  3600 

34  PFIZER  132    33  195    1  2 

235  East  42nd  Si,  New  York,  NY  10017/212-573-2323 

254  PHELPS  DODGE  355  156  389  16 

2600  North  Cenlrol  Ave,  Phoenix,  AZ  85004/602-234-8100 

900  PHH  432  622  336  21 

11333  MCCormick  Rd,  Hunt  Valley,  MD  21031/410-771-3600 

128  PHILADELPHIA  ELECTRIC     232  103  143  24 

2301  Morkel  St,  Philadelphia,  PA  19101/215-84M000 

5  PHILIP  MORRIS  10      1     33  6 

120  Park  Ave,  New  York,  NY  )0017/212-880-5000 

102  PHILLIPS  PETROLEUM  63  177  156    1  1 

Fourth  &  Keeler  Sis,  Bartlesville,  OK  74004/918-661-6600 

844  PHILLIPS-VAN  HEUSEN       639  755  853  6 

1290  Ave  of  the  Ameiicos,  New  York,  NY  10104/212-541-5200 

818  PHM  545  515  366  13 

33  Bloomfield  Hills  Pkwy,  Bloomfield  Hills,  Ml  48304/313-647-2750 

997  PIEDMONT  NATURAL  GAS    834  737  792  24 

1915  Rexlord  Rd,  Chorlolte,  NC  28233/704-364-3120 

441  PINNACLE  WEST  CAPITAL    477  248  256  24 

400  East  Von  Buren  St,  Phoenix,  AZ  85004/602-379-2500 

357  PIONEER  HI-BRED  INTL.     566  296  625  10 

400  Locust  St,  Des  Moines,  lA  50309/515-270-3200 

121  PITNEY  BOWES  273  150  255  18 

One  Elm  Croh  Rd,  Stomlord,  n  06926/203-356-5000 

993  PITTSTON  417  650  640  11 

100  Firsi  Stamford  Place,  Slomfoid,  0  06912/203  978-5200 

989  PITTWAY  798  878  773  5 

200  South  Wacker  Dr,  Chicago,  IL  60606/312-831-1070 

105  PNC  BANK  220    88    30  3 

Fihh  Ave  &  Wood  St,  Pittsburgh,  PA  15265/412-762-2000 

562  POLAROID  407  413  526  14 

549  Technology  Squore,  Combridge,  MA  02139/617  577  2000 

432  POLICY  MGMT.  SYSTEMS     830  586  814  17 

1-77  8,  U  S  21  North,  BIythewood,  SC  29016/803  735  4000 

743  PORTLAND  GENERAL         675  398  454  24 

121 SW  Solmon  Si,  Portland,  OR  97204/503464-8000 

534  POTLATCH  554  487  527  19 

One  Morilime  Plaza,  Son  Francisco,  CA  94111/415-576-8800 

306  POTOMAC  ELECTRIC  POWER   498  225  266  24 

1900  Pennsylvonio  Ave  NW,  Washington,  DC  20068/202-872-2000 

108  PPG  INDUSTRIES  165  147  278  13 

One  PPG  Ploce,  Pittsburgh,  P»  15272/412434-3131 

395  PRAXAIR  351  465  383  4 

39  Old  Ridgebury  Rd,  Donbury  0  06810/203-794-3000 

525  PREMARK  INTERNATIONAL  315  897  525  5 

1717  Oeerfield  Rd,  Deerfield,  IL  60015/708405-6000 


362  PREMIER  INDUSTRIAL        749  464  886  21 

4500  Euclid  Ave,  Clevelond,  OH  44103/216-391-8300 

482  PRICE  125  338  503  8 

4649  Moreno  Blvd,  Son  Diego,  CA  92117/619  5814600 

897  PRICE  (T.  ROWE)  941  760  977  17 

100  EosI  Protl  St,  Bollimore,  MD  21202/410-547-2000 

213  PRIMERICA  188    56    85  17 

65  East  55th  Si,  New  York,  NY  10022/212-891 8900 

8  PROCTER  S  GAMBLE  1  7      9    80  6 

One  Procter  &  Gamble  Plazo,  Cincinnati,  OH  45202/513-983  1100 

396  PROGRESSIVE  470  310  421  17 

6000  Parklond  Blvd,  Mayfield  Heights,  OH  44124/216464-8000 

422  PROMUS  605  643  597  14 

1023  Cherry  Rd,  Memphis,  TN  38117/901762-8600 

580  PROVIDENT  LIFE  323  372  1  1  2    1  7 

One  Fountain  Squore,  Chotlanoogo,  TN  37402/615  755-1011 

610  PSI  RESOURCES  615  394  486  24 

1000  East  Mom  St,  Plainfield,  IN  46168/317-839-9611 

460  PS  OF  COLORADO  442  319  371  24 

1225  17th  St,  Denver,  CO  80202/303-571-7511 

97  PUBLIC  SERVICE  ENT.         1  76    84  1  16  24 

80  Pork  Plazo,  Newark,  NJ  07101/201430  7000 

472  PUGET  SOUND  POWER        633  321   423  24 

411 108th  Ave  NE,  Bellevue,  WA  98004/206454-6363 

832  PYXIS  996  880  994  18 

9380  Corroll  Park  Di,  San  Diego,  CA  92121/619  792-0966 


q 


175  QUAKER  OATS  166  170  440  10 

321  North  Clark  Si,  Chicogo,  II  60610/312  222-7111 

825  QUALCOMM  979  908  991  9 

10675  Sorrento  Volley  Rd,  Son  Diego,  U  92121/619  587-1121 

999  QUALITY  FOOD  CENTERS     850  833  987  10 

10116  NE  Eighth  St,  Bellevue,  WA  98004/206455-3761 

928  QUANTUM  508  460  746  18 

500  MCCorthy  Blvd,  Milpitns,  CA  95035/408-8944000 

637  QUESTAR  774  524  645  24 

180  East  Fiist  South,  Salt  Loke  City  UT  84111/801-534-5000 

371  QVC  NETWORK  620  609  806  8 

1365  Enterprise  Dr,  West  Chester,  PA  19380/215430-1000 


164  RALSTON  PURINA  119  144  304  10 

Checkerboard  Square,  St.  Louis,  MO  63164/314-982-1000 

455  RAYCHEM  548  919  637  9 

300  Constitution  Dr,  Menio  Pork,  CA  94025/415-361-3333 

103  RAYTHEON  102    69  265  9 

141  Spring  St,  Lexington,  MA  02173/617-862-6600 

802  READ-RITE  849  617  860  9 

345  Los  Coches  St,  Milpilas,  CA  95035/408-262-6700 

151  READER'S  DIGEST  329  185  528  20 

Reoder's  Digest  Rd,  Pleosontville,  NY  10570/914-238-1000 

300  REEBOK  INTERNATIONAL     310  364  633  6 

100  Technology  Center  Dr,  Stoughton,  MA  02072/617  341-5000 
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It's  not 
too  late. 

You  still 
have  until 
April  15  to 
open  an  IRA 
account.  Don't  deny 
yourself  the  powerful  tax- 
deferred  status  an  IRA  can 
provide  you...and,  in  many 
cases,  your  IRA  is  tax 
deductible. 

Fund  your  IRA  with  a 
Janus  Fund.  Janus  Funds 
are  well-known  for  their 
long-term  competitive 
performance.  And,  you 
can  open  an  IRA  for 
as  little  as  $250  or  par- 


ticipate in 
Janus'  No 
Minimum 
Initial 
Investment 
^^^^  Program.^^'* 
Call  today  and  get 
started.  Janus  Funds  offers 
retirement  investors  over 
20  years  of  investment 
experience.  Call  1-800-525- 
8983  Ext.  618  or  send  in  the 
coupon  today  to  receive  a 
free  Janus  IRA  Kit  including 
an  IRA  application  and 
prospectus  containing  more 
complete  information. 
Please  read  the  prospectus 
carefully  before  you  invest. 


JANUS  FUNDS 


P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.618 

Jeinus  Fund 
Janus  Balanced  Fund 
j£Uius  Enterprise  Fund 
Jcuius  Growth  and  Income  Fund 
Janus  Intermediate  Government  Securities  Fund 
Janus  Short-Term  Bond  Fund 
Janus  Flexible  Income  Fund 
.JaiiiLs  Worldwide  Fund 

*Under  the  Janus  No  Minimum  initial  Investment  Program,  you  authorize  Janus  to  debit 
your  baniv  account  $50  or  more  per  month  to  purchase  shares  in  a  Janus  Fund.  You 
should  consider  your  ability  to  continue  in  such  a  program  in  view  of  the  possibility  that 
you  may  have  to  redeem  your  shares  in  periods  of  declining  fund  share  prices  as  well  as 
in  periods  of  rising  prices. 


YES-l  would  like  to  know  more  about  Janus  Funds! 

Name   

Address  .  

City/State/Zip  

Janus  Funds  are  no-load  mutual  funds. 


ALPHABETICAL  LIST 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.618  g^^gi 
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810  RELIANCE  ELECTRIC  504  656  688 

6065  Porklcnd  Blvd,  Clevelond,  OH  4412V216-266-5800 

351  REPUBLIC  NEW  VORK         383  184  50 

452  Fifth  Ave,  New  York,  NY  10018/212-525-5000 

852  REYNOLDS  &  REYNOLDS      754  702  854  t! 

115  Soulli  Ludlow  St,  Doylon,  OH  45402/513-443-2000 

298  REYNOLDS  METALS  169  959  242  1( 

6601  WesI  Brood  Si,  Richmond,  VA  23230/804-281 2000 

129  RHONE-POULENC  RORER     223  113  337  i: 

500  Arcoio  Rd,  Collegcville,  PA  19426/2I5-154-8000 

456  RITE  AID  229  325  540  t: 

30  Hunter  lone,  Comp  Hill,  PA  17011/717-761  2633 

774  RIVERWOOD  INTL.  593  686  539 

3350  Cumberlond  Ciide,  Allonlo,  GA 30339/404-644-3000 

80  RJR  NABISCO  HOLDINGS       38    54  58 

1301  Ave  of  the  Americos,  New  York,  NY  10019/212-258-5600 

353  ROADWAY  SERVICES  260  297  588  1. 

1077  Gorge  Blvd,  Akron,  OH  44309/216  384-1717 

732  ROCHESTER  G&E  670  526  520  2- 

89  East  Ave,  Rochester,  NY  14649/ri6-546-2700 

584  ROCHESTER  TELEPHONE      699  525  622  2: 

180  South  Clinton  Ave,  Rochester,  NY  14646/716-7771000 

131  ROCKWELL  INTERNATIONAL   76  102  201 

2201  Sen!  Bench  Blvd,  Seal  8eoch,  U  907411/310-797-3311 

232  ROHM  &  HAAS  307  261  388 

Independence  Moll  WesI,  Pnilodelphio,  PA  19105/215-592-3000 

761  ROLLINS  813  738  969  21 

2170  Piedmont  Rd  NE,  Atlanta,  GA  30324/404-888-2000 

816  ROUSE  781  924  444  1] 

10275  Little  Poluxenl  Pkwy,  Columbia,  MD  21044/410-992-6000 

944  ROWAN  937  949  809  11 

5450  Tronsco  Tower  BIdg,  Houston,  TX  77056/713-621-7800 

782  RPM  776  753  838  13 

2628  Peorl  Rd,  Medino,  OH  44256/216-273-5090 

165  RUBBERMAID  456  272  643  1i 

1147  Akron  Rd,  Wooster,  OH  44691/216  264-6464 

563  RUSSELL  668  473  725  6 

One  Lee  Si,  Alexondet  City,  AL  35010/205-329-4000 

394  RYDER  SYSTEM  184  357  311  23 

3600  NW  82nd  Ave,  Miomi,  Ft  33166/305-593-3726 
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29  SAFtCO  266  151   132  17 

1333  Brooklyn  Ave  NE,  Seoltle,  WA  98185/206-545-5000 

91  SAFEIY-KLEEN  706  677  713  21 

777  Big  Timber  Rd,  Elgin,  IL  60123/708-697-8460 

36  SAFEWAY  41  415  296  10 

201  fourth  51,  Ookland,  CA  94660/510  891-3000 

86  SALOMON  1  13    82      8  17 

Seven  World  Trode  Center,  New  York,  NY  10048/212-747  7000 

09  SAN  DIEGO  G&E  439  213  346  24 

101  Ash  St,  Son  Diego,  CA  92101/619-696  2000 

26  SANIA  FE  ENERGY  872  906  639  11 

1616  South  Voss  Rd,  Houston,  U  77057/713  783-2401 

63  SANIA  FE  PACIFIC  362  559  291  23 

1700  East  Golf  Rd,  Schoumburg,  IL  60173/708-995-6000 

51  SARA  LEE  46    65  188  10 

Three  First  Notionol  Plozo,  Chicago,  IL  60602/312-726-2600 

29  SCANA  594  341  379  24 

1426  Main  St,  Columbia,  SC  29201/803-748-3000 

70  SCECORP  118    52    98  24 

2244  Walnut  Grove  Ave,  Rosemeod,  CA  91770/818-302-1212 

93  SCHERER  (R.P.)  882  826  862  12 

2075  West  Big  Beaver  Rd,  Troy,  Ml  48084/313-649-0900 

66  SCHERING-PLOUGH  225    60  348  12 

One  Giralda  Farms,  Madison,  NJ  07940/201-822-7000 

52  SCHLUMBERGER  152    66  235  11 

277  Pork  Ave,  New  York,  NY  10172/212-350-9400 

77  SCHULMAN  (A.)  723  689  895  4 

3550  West  Morkel  St,  Akron,  OH  44333/216-666-3751 

[  00  SCHWAB  (CHARLES)  664  478  272  17 

101  Montgomery  St,  Son  Francisco,  CA  94104/415-627-7000 

93  SCIENTIFIC-ATLANTA         747  853  867  22 

One  Technology  Pkwy  South,  Norcross,  GA  30092/404-903-5000 

89  SCIMED  LIFE  SYSTEMS       958  654  975  12 

6655  Wedgwood  Rd,  Maple  Grove,  MN  55311/612-420-0700 

17  SCOTT  PAPER  196  271  261  19 

Scott  Plozo,  Philodelphio,  PA  19113/215-522-5000 

27  SCRIPPS  (E.W.)  568  386  571  20 

312  Wolnut  St,  Cincinnati,  OH  45202/513-977  3825 

69  SEAGATE  TECHNOLOGY       304  204  535  18 

920  Disc  Dr,  Scotts  Valley,  CA  95066/408-438-6550 

75  SEAGULL  ENERGY  946  899  831  24 

1001  Fannin  St,  Houston,  TX  77002/713-951-4700 


39  SEARS,  ROEBUCK  9  998 

Seors  Tower,  Chicago,  IL  60684/312  875-2500 
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65  SENSORMATIC  1000  904  772  9 

500  NW  12th  Ave,  Deerlield  Beach,  FL  33442/305-427-9700 

■  \1  SERVICE  CORP.  INTL.        716  451  474  21 

1929  Allen  Pkwy,  Houston,  TX  77019/713-522  5141 

i62  SERVICE  MERCHANDISE      248  462  531  8 

7100  Service  Metchondise  Dr,  Brentwood,  TN  37027/615-660-6000 

.49  SHAW  INDUSTRIES  425  489  667  15 

616  East  Walnut  Ave,  Oallon,  GA  30720/706-278-3812 

123  SHAWMUT  NATIONAL         427  605    75  3 

777  Main  St,  Hortlord,  0  06115/203-728-2000 


TliciL'  ate  vvcighl  loss  programs  ior  ihe  average  indn  idual. 
Ancd  then  there's  NordicSport'"  ski  from  — 
NordicTraek  The  high-tech,  world-class  way  to  ^wS^ 
lose  wt'iglu  and  keep  it  off. 

Weight  loss  never  lelt  so  good.  Our  state-of-the-art 
graphite  construction  allows  the  NordicSpeirt  ski  to  m 
and  react  to  your  body's  motion,  to  provide  the  most 
authentic  sport  simulation  for  the  most  vigorous  total- 
workout.  It's  a  ski  motion  so  smooth,  so  real,  so  challe 
—  you'll  hardly  notice  the  snow  is  missing. 

And  you  11  bum  up  to  1,100  calories  per  hour  according  to 
fitness  experts.  That's  more  than  you  would  on  exercise  bikes, 
stairsteppers  or  treadmills.  You'll  bum  fat  and  increase  lean 
muscle  tissue,  raise  your  metabolism  and  tone  your  entire 
body  in  as  little  as  20  mitiutes,  three  times  a  week. 

E.xperience  NordicSport  ski.  The  one  vi'eight  loss  program 
\  ou  can  stay  with,  succeed  at  and  enjoy. 


Best  of  all...  iVs  from  ISordicTrack! 

.W-dav  m-homc  tnaV. 


/I  o  r  d  i  c  sport 

h  I  ^ordicfrack 


[ 


SSIr'^lTSan  1-800-445-22311 


.r  write  NordiiTrack.  Dcpl  38N4D3,  104  Peavey  Road,  Chaska,  MN  'iS^IH 
©1993  NordicTraek,  Inc  ,  A  CML  Company  •  .-Ml  rv^hi^  rescncJ 


The 
Time 


Gome... 


...to  send  for  the  latest 
copy  of  the  free 
Consumer  Information 
Catalog. 

It  lists  more  than 
200  free  or  low-cost 
government  publications 
on  topics  like  money, 
food,  jobs,  children, 
cars,  health,  and  federal 
benefits. 

Send  your  name  and 
address  to; 


Consumer  Information  Center 
Department  TH 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication  and 
the  Consumer  Inforination  Center  of  the 
U  S.  General  Services  Administration 
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An  uncommon  combination  for 
productivity.  That's  what  you'D 
\  find  in  the  ten  member  cities 
^  I         of  the  Piedmont  Municipal 
Power  Agency  in  upstate  South  Carolina. 


Productive  Work  Force  •  Worker  Training 
Provided  •  Low  Cost  of  Living  •  Affordable 
Electric  Rates  *  Economic  Development  In- 
centives •  Excellent  Thmsportation  Netvuorks 
•  Low  Construction  Costs  •  High  Tech 
Neighbors  •  Low  Tax  Rates  •  Low  Work 
Stoppage  •  Proximity  To  Urban  Resources. 


To  find  out  more  about  the  Piedmont 
Municipal  Power  HFJM  >NT 

Agency  cities,  call  .  j^f 
Jim  Bauer  at  p(^\''  ^ 

803-877-9632.  ¥^1   A  ^ 
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We  believe  travel  should  open  new  doors. 


ALPHABETICAL  LIS 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our 
attentive  staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture. 
And  to  offer  only  the  highest  standards.  Experience  the  difference  by  calling 
your  travel  planner  or  800-327-8585  and  ask  for  our  Pacific  Business  Rates. 

Pan  Pacific  Hotels  ami  Resorts 


NORTH  AMfiRICA:  VANIOUVFR.  SAN  hRANf  ISC( ),  SANDIiCO.  ANAHtIM,  HAWAII  PACIFIC:  AUCKLAND,  <  All.D  <  OA.ST, 
VANTATL!,    PALAU    ASIA:   SIN'I.APOKI    KrAlAH  MPI  R   JOHnKHAHKIi    PANCKOR   JAKARTA    DHAKA.  WHXI,  NARITA 


" Hmiii... Confucius  saw  'Persan  with  Reiy^cr  101  Fund 
unci  Bcri^cr  100  h'lind  w  ears  iuipp\  luce  and  sleeps  iil<e  hahy.  "' 

The  prudent  investor  doesn't  need  to  learn  from  his  fortune  cookie. 
The  Berger  101  Fund  for  growth  and  income  and  the  Berger  100  Fund 
for  long-term  growth  have  both  achieved  impressive  records  for  over 
18  years  and  are  worth  consideration  for  vour  portfolio.  For  the  invest- 
ment philosophy  behind  these  funds  and  a  prospectus,  please  call  us 
tcill-free.  Study  the  prospectus  carefullv  before  investing. 

Berger  Associates,  Inc. 
(800)  333-1001 


The  number  to  the  left  of  the  company's 
name  identifies  its  rank  in  market  value  amoi 
the  Business  Week  1000.  For  explanation  of 
other  rankings,  see  page  208. 


RANK  COMPANY 


OTHEIi  HANKINGS 
SALES  PROFITS  ASSETS 


322  SHERWIN-WILLIAMS  337  303  574 

101  Piosped  4ve  NW,  Clevelond,  OH  44115/216  566-2000 

768  SHONEV'S  622  928  876  ' 

1727  Elm  Hill  Pike,  Nashville,  TN  37210/615-391-520] 

344  SIGMA-ALDRICH  756  425  818  1 

3050  Spruce  Si,  St.  Louis,  MO  63103/  314-771-5765 

520  SIGNET  BANKING  625  378  147 

SevenNorth  Eighth  Si,  Ruhmond,  VA  23219/804-747-2000 

440  SILICON  GRAPHICS  653  950  770  1 

2011  North  Shoreline  8lvd,  Mountoin  View,  CA  94043/415-960 198i 

683  SMITH'S  FOOD  S  DRUG      345  631  623  I 

1550  South  Redwood  Rd,  Soh  Loke  City,  UI 84104/801-974-1400 

795  5MUCKER  (J.M.)  835  756  955  1 

Strowherty  lone,  Orrville,  OH  44667/216  682-3000 

539  SNAP-ON  TOOLS  645  542  680  1 

2801  80th  St,  Kenosha,  Wl  53141/414  656-5200 

230  SOCIETY  373  157  77 

127  Puhlic  Square,  Clevelond,  OH  44114/216-689-3000 

926  SOLECTRON  863  868  927 

847  Gibroltoi  Di,  Milpitos,  CA  95035/408-957-8500 

384  SONAT  520  407  402  2 

1900  Fihh  Ave  North,  Birmingham,  Al  35203/205  325-3800 

405  SONOCO  PRODUCTS  450  477  664 

North  Serond  Si,  Hartsville,  SC  29550/803  383-7000 

902  SOTHEBY'S  HOLDINGS        950  883  863  2 

1334  York  Ave,  New  York,  NY  10021/212-606-7000 

7  SOUTHERN  114    36    87  2 

64  Perimeter  Center  East,  Allonto,  GA  30346/404-393  0650 

7  SO.  NEW  ENGLAND  TEL.      494  280  385  2 

227  Church  St,  New  Haven,  0  06506/203-771-5200 

9  SOUTHLAND  127  968  499  1i 

2711  North  Hoskell  Ave,  Dollos,  TX  75204/214-828-7011 

3  SOUTHTRUST  648  367  138 

420  North  20th  St,  Birmingham,  AL  35203/205-254  5000 

1  SOUTHWEST  AIRLINES        479  436  487  2. 

2702  love  Field  Di,  Oallos,  IK  75235/214-9044000 

7  SOUTHWESTERN  BELL  89    24    83  2 

One  Bell  Center,  Si.  Louis,  MO  63101/314-235-9800 

3  SOUTHWESTERN  PS  7  18  400  573  2. 

600  South  lyler  St,  Amarillo,  TX  79101/806-378  2121 

9  SPIEGEL  397  727  587  I 

3500  lacey  Rd,  Downers  Grove,  11 60515/708-986-8800 
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OTHER  «*NKINGS  |fj(, 
SAliS  PROFITS  ASSETS  NO. 


31  SPRINGS  INDUSTRIES        433  682  662  15 

?05  North  White  St,  Fort  Mill,  SC  29715/803-547-1500 

23  SPRINT  99  112  184  22 

2330  Shownse  Mission  Pkwy,  Westwood,  KS  66205/913-624-3000 

09  SPS  TRANSACTION  964  848  937  21 

2500  Lake  Cook  Rd,  Riverwoods,  II  60015/708  405  0900 

89  ST.  JOE  PAPER  783  865  631  7 

1650  Prudenliol  Dt,  Jacksonville,  Ft  32207/904  396  6600 

84  ST.  JUDE  MEDICAL  945  402  884  12 

One  Ullehei  Plo2a,  Little  Canodo,  MN  55117/612  483  2000 

80  ST.  PAUl  212  981   130  17 

385  Washington  St,  St,  Paul,  MN  55102/612  221  7911 

43  STANDARD  FEDERAL  BANK  698  424  198  17 

2600  West  Big  Beaver  Rd,  Troy,  Ml  48084/313-643  9600 

t83  STANDARD  REGISTER         734  723  873  18 

600  Albany  St,  Doylon,  OH  45408/513-443-1000 

125  STANHOME  719  667  881  6 

333  Western  Ave,  Vfestfield,  MA  01085/413-562-3631 

136  STANLEY  WORKS  398  416  592  15 

1000  Slonley  Dr,  New  Briloin,  0  06053/203-225-5111 

il5  STAPLES  676  863  864  21 

100  Pennsylvania  Ave,  Fiomingham,  MA  01701/508-370-8500 

572  STAR  BANC  759  500  224  3 

425  Wolnut  St,  Cineinnoti,  OH  45202/513-632-4000 

261  STATE  STREET  BOSTON      534  279  107  3 

225  Franklin  St,  Boston,  MA  02110/617-786-3000 

668  STEWART  &  STEVENSON      714  704  845  15 

2707  North  Loop  West,  Houston,  TX  77008/713-868  7700 

657  STONE  CONTAINER  172  973  249  7 

150  North  Mithigon  Ave,  Chicogo,  IL  60601/312  346-6600 

702  STOP  &  SHOP  282  623  647  10 

1358  Hancock  St,  Quincy,  MA  02169/617-380-8000 

716  STORAGE  TECHNOLOGY       513  866  572  18 

2270  South  88lh  St,  Louisville,  CO  80028/303-673-5151 

847  STRATUS  COMPUTER         838  603  877  18 

55  Foirbonks  8lvd,  Morlboro,  MA  01752/508-460-2000 

711  STRIDE  RITE  788  570  905  6 

Five  Combridge  Center,  Cambridge,  MA  02142/617-491-8800 

594  STRYKER  839  661  919  12 

2725  Foirlield  Rd,  Portage,  Ml  49002/616  385  2600 

193  STUDENT  LOAN  MKTG.        332  118    37  17 

1050  Thomos  Jetierson  St  NW,  Washington,  DC  20007/202  333-8000 

308  SUN  78  987  269  11 

1801  Morkel  St,  Philodelphic,  PA  19103/215-977  3000 

253  SUN  MICROSYSTEMS  238  334  441  18 

2550  Gaicio  Ave,  Mountain  View,  CA  94043/415-960  1300 

595  SUNAMERICA  685  459  129  17 

11601  Wilshire  Blvd,  Los  Angeles,  CA  90025/310-312-5000 

527  SUNBEAM-OSIER  646  543  698  6 

One  Citizens  Plozo,  Providence,  Rl  02903/401-831-0050 

551  SUNDSTRAND  483  468  556  1 

4949  Horrison  Ave,  Rocklord,  IL  61108/815-226-6000 

148  SUNTRUST  BANKS  302  114    52  3 

25  Park  Place  NE,  Allonia,  GA  30303/404-588-7711 

855  SUPERIOR  INDUSTRIES       91  2  810  959  2 

7800  Woodley  Ave,  Von  Nuys,  CA  91406/818-781-4973 


(ANIC  COMPANY 


0THE8  RANKINGS  |fjD 
SAIES  PROFITS  ASSETS  NO 


379  SUPERVALU  69  277  343  10 

11840  Valley  View  Rd,  Eden  Proirie,  MN  55344/612-828-4000 

834  SURGICAL  CARE  952  806  966  12 

102  Woodmont  Blvd,  Noshville,  IN  37205/615  385  3541 

569  SYBASE  930  838  976  18 

6475  Christie  Ave,  Emeryville,  CA  94608/510  596-3500 

464  SYNOPTICS  COMMUNS.        883  697  962  18 

4401  Great  American  Pkwy,  Sanio  Clara,  CA  95054/408  988  2400 

646  SYNOVUS  FINANCIAL  782  57  1   298  3 

901  Front  Ave,  Columbus,  GA  31901/706-649  2311 

209  SYNTEX  424  142  431  12 

3401  Hillview  Ave,  Polo  Alto,  CA  94304/415-855  5050 

181  SYSCO  98  249  470  10 

1390  Enclove  Pkwy,  Houston,  TX  77077/713  584 1390 


t 


890  T2  MEDICAL  928  548  949  12 

1121  Aldermon  Dr,  Alphorelto,  GA  30202/404-442  2160 

372  TAMBRANDS  742  345  906  6 

777  Westchester  Ave,  White  Plains,  NY  10604/914-696-6000 

529  TANDEM  COMPUTERS         419  590  529  18 

19333  Valico  Pkwy,  Cupertino,  CA  95014/408-725-6000 

478  TANDY  202  260  386  18 

1800  One  Tandy  Center,  Fort  Worth,  TX  76102/817-390-3011 

962  ICA  CABLE  TV  969  867  950  20 

3015  SSE  Loop  323,  Tyler,  TX  75701/903-595  3701 

468  TECO  ENERGY  584  288  419  24 

702  North  Fronklin  Si,  Tompo,  FL  33602/813-228-4111 

883  TECUMSEH  PRODUCTS        570  639  695  13 

100  Eost  Potterson  St,  Tecumseh,  Ml  49286/517-423-8411 

858  TEKTRONIX  552  861   726  9 

26600  SW  Pkwy,  Wilsonville,  OR  97070/503  685  3180 

71  TELE-COMMUNICATIONS      258  895   144  20 

5619  DTC  Pkwy,  Englewood,  CO  80111/303  267  5500 

653  TELEOYNE  320  671  610  5 

1901  Ave  o(  the  Stors,  Los  Angeles,  U  90067/310-277-3311 

507  TELEPHONE  S  DATA  855  732  575  22 

30  North  LoSolle,  Chicago,  IL  60602/312-630 1900 

338  TEMPLE-INLAND  344  300  1  72  7 

303  South  Temple  Dr,  Diboll,  TX  75941/409-829  5511 

142  TENNECO  54  198  103  5 

1010  Milam  St,  Houston,  TX  77002/713-757-2131 

44  TEXACO  14    37     71  11 

2000  Weslcheslei  Ave,  White  Ploins,  NY  10650/914-2534000 

180  TEXAS  INSTRUMENTS  128  190  297  9 

13500  North  Central  Expwy  Dallas,  TX  75243/214  995  3333 

77  TEXAS  UTILITIES  194    57     97  24 

2001  Bryan  St,  Dallas,  TX  75201/214-8124600 

242  TEXTRON  111  145  100  5 

40  Westminster  St,  Providence,  Rl  02903/401-421  2800 

545  THERMO  ELECTRON  654  577  550  9 

81  Wymon  St,  Wollham,  MA  02254/617-622-1000 

638  THERMO  INSTRUMENT        875  787  795  9 

504  Airport  Rd,  Sonlo  Fe,  NM  87504/505-438-3171 

596  THOMAS  &  BETTS  623  644  694  9 

1001  Frontier  Rd,  Bridgewater,  NJ  08807/908-685-1600 


RANK  COMPANY 


OTHER  RANKINGS  ,f,o 
SAIES  PROFITS  ASSETS  NO 


769  3COM  826  879  933  18 

5400  Boyfronl  Plozo,  Santo  Clara,  CA  95052/408  /64  5000 

650  TIDEWATER  81  1  889  762    1  1 

1440  Canal  St,  New  Orleans,  LA  70112/504  568-1010 

55  TIME  WARNER  56  454    68  20 

75  Rockefeller  Plozo,  New  York,  NY  10019/212-484  8000 

215  TIMES  MIRROR  250  606  357  20 

220  West  First  St,  Los  Angeles,  CA  90012/213-237  3700 

757  TIMKEN  488  898  566  15 

1835  Dueber  Ave  SW,  Canton,  OH  44706/216-438-3000 

380  TJX  290  392  651  8 

770  Cochituale  Rd,  Framinghom,  MA  01701/508-390-3000 

805  TOOTSIE  ROLL  INDUSTRIES  942  791  974  10 

7401  South  Cicero  Ave,  Chicago,  IL  60629/312-838  3400 

199  TORCHMARK  423  181   243  17 

2001  Third  Ave  South,  Birmingham,  AL  35233/205  325-4200 

878  TOSCO  406  872  679  11 

72  Cummings  Point  Rd,  Stamford,  0  06902/203-977-1000 

67  TOYS  'R'  US  135  107  281  8 

461  From  Rd,  Poromus,  NJ  07652/201-262  7800 

238  TRANSAMERICA  190  138    57  17 

600  Montgomery  St,  Son  Froncisco,  CA  94111/415-983-4000 

614  TRANSATLANTIC  HOLDINGS  768  520  475  17 

80  Pine  SI,  New  York,  NV 10005/212-770  2000 

234  TRAVELERS  93  996     28  17 

One  Tower  Square,  Hartford,  CT  06183/203  277  0111 

270  TRIBUNE  411  320  442  20 

435  North  Michigan  Ave,  Chicago,  IL  60611/312  222-9100 

719  TRINITY  INDUSTRIES         536  785  702  23 

2525  Stemmons  Fwy  Dallas,  TX  75207/214  631 4420 

863  TRINOVA  475  871   712  15 

3000  Stroyer,  Moumec,  OH  43537/419  867  2200 

620  TRITON  ENERGY  931  957  811  11 

6688  North  Central  Expwy,  Dollas,  TX  75206/214-691 5200 

243  TRW  1  12  231  284  5 

1900  Richmond  Rd,  Clevelond,  OH  44124/216-291-7000 

249  TURNER  BROADCASTING     462  780  457  20 

100  Internolionol  Blvd,  Allanio,  GA  30303/404-827 1700 

492  20lh  CENTURY  INDUSTRIES  640  359  616  17 

6301  Owensmoulh  Ave,  Woodland  Hills,  CA  91367/818-704  3400 

409  TYCO  LABORATORIES         301  405  484  15 

One  Tyco  Pork,  Exeter,  NH  03833/603-778-9700 

236  TYSON  FOODS  216  268  401  10 

2210  West  Ooklown  Dr,  Springdole,  AR  72762/501-756-4000 


u 


352  U.S.  BANCORP  435  214    93  3 

111  SW  Fifth  Ave,  Portlond,  OR  97204/503-275-6111 

611  U.S.  CELLULAR  965  894  751  22 

8410  West  Bryn  Mowr,  Chicago,  IL  60631/312-399-8900 

191  U.S.  HEALTHCARE  401  226  718  12 

980  Jolly  Rd,  Blue  Bell,  PA  19422/215  628-4800 

278  U.S.  SURGICAL  581  313  682    1  2 

150  Glover  Ave,  Norwolk,  n  06856/203-845-1000 


THE  1993  BUSINESS  WEEK  1000  223 


ALPHABETICAL  LIST  OF  COMPANIES 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among  the  Business  Week  1000. 
For  explanation  of  other  rankings,  see  page  208. 
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324  UAL  58  989  159  23 

1200  fosi  Algonquin  Rd,  Elk  Gtove  Village,  IL  60007/708-952^000 

936  UGI  729  761   711  24 

460  North  Guiph  Rd,  King  of  Piussio.  P4 19406/215-337-1000 

530  UJB  FINANCIAL  597  630  1  28  3 

301  (ornegie  Center,  Prineelon,  NJ  08543/609-987-3200 

823  ULTRAMAR  354  691  565  11 

120  While  Ploins  Rd.  Tarrytown,  NY  10591/914-333  2000 

426  UNIFI  601  441  759  15 

7201  West  Friendly  Rd,  Greensboro,  NC  27410/919-294^410 

608  UNION  BANK  540  396  106  3 

350  Colilornio  St,  Son  Francisco,  CA  94104/415-705-7000 


296  UNION  CAMP  306  770  319  19 

1600  Volley  Rd,  Woyne,  NJ  07470/201-628-2000 

390  UNION  CARBIDE  199  354  309  4 

39  Old  Ridgebury  Rd,  Donbury  Q  06817/203-794-2000 

222  UNION  ELECTRIC  428  154  273  24 

1901  Chouteau  Ave,  St  Louis,  MO  63103/314-621-3222 

62  UNION  PACIFIC  131    58  123  23 

Eighth  ond  Eaton  Ave  Bethlehem  PA  18018/215-861-3200 

433  UNION  TEXAS  PETROLEUM   728  375  598  11 

1330  Post  Oak  Blvd,  Houston,  TK  77056/713-623-6544 

401  UNISVS  110  160  228  18 

Ibwnship  Line  &  Union  Meeting  Rds,  Slue  Bell,  PA  19424/215-986-4011 


984  UNITED  ASSET  MGMT.        918  772  869 

One  Internotional  Place  Boston,  M  021)0/617-330-8900 

282  UNITED  HEALTHCARE         530  368  715 

9900  Bren  Rd  East,  Minnelonko  MN  55343/612-936-1300 

967  UNITED  ILLUMINATING       748  592  469 

157  Church  St,  New  Hoven,  0  06506/203-499-2000 

633  UNITED  INVESTORS  MGMT.    906  505  61  1 

2001  Third  Ave  South  Birmingham,  Al  35233  ,'  205-3254200 

149  UNITED  TECHNOLOGIES         22  773  111 

United  Tethnologics  BIdg,  1  Fin  I  Plaza,  Hortford,  0  06101/203-728-7( 

397  UNITRIN  547  276  323 

One  Eosi  Wacket  Dr,  Chicogo,  IL  60601/312-661-4600 


The  Rocket. 


POWERED  BY  Flvlng  througli  graphics  and  other  data  intensi\  e  applications 
MOTOROLA       speeds,  the  Hewlett-Packard  Apollo  Series  700  VVorksta tic 
And  uith  prices  starting  at  S4,990,  it's  trnlv  a  bargain,  too. 


at  industrv  lead- 
VVorkstation  is  trulv  a  rocket. 


Motorola  j'.-tJ  tki  ®  Jr^  ligtsterid  tridcmariy  .\fof<>f,>/j ,  lft(  All  br^i:d  a 
ami  .Mi.Iorola  Im  All  righlf  r,-<enril 


i  product  mm(>  dpjvj^twx  fJ  f'i'^  '^d av  rtgi^lered  trademarks  or  trademarks  ot  their  respective  holder^ 
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20  UNIVERSAL  300  480  641  6 

1501  North  Homilfon  St,  Richmond,  VA  23230/804-359-9311 

'67  UNIVERSAL  FOODS  674  632  802  6 

433  EosI  Mkhigon  St,  Milwoukee,  Wl  53202/414-271  6755 

126  UNOCAL  lot  228  191  II 

1201  West  Filth  Si,  tos  Angeles,  CA  9  0  017/  213-977-76  00 

:]7  UNUM  346  188  161  17 

2211  Congress  St,  Portlond,  ME  04122/207-770-2211 

179  UPJOHN  2S5    83  325  12 

7000  Portoge  Rd,  Kalomozoo,  Ml  49001/616-323-4000 

43  US  WEST  83    28    6S  22 

7800  Eost  Orchard  Rd,  Englewood,  CO  80111/303-793-6500 

i40  USAIR  GROUP  147  994  247  23 

2345  Crystol  Dr,  Arlington,  VA  22227/703-418-7000 

(47  USF&G  256  774  1  34  17 

100  Light  St,  Baltimore,  MO  21202/410-547-3000 

771  USLIFE  51  1  529  271  17 

125  Moiden  Lane,  New  York,  NY  10038/212-709-6000 

144  UST  624  149  813  6 

100  West  Putnam  Ave,  Greenwich,  0  06830/203-661-1100 

160  USX-MARATHON  GROUP       59  380  162  II 

600  Grant  St,  Pittsburgh,  PA  15219/412-433-1121 

382  USX-U.S.  STEEL  GROUP      191  986  262  16 

600  Grant  St,  Pittsburgh,  RA 15219/412-433  1121 


lANK  COMPANY 


OTHEP  RANKINGS 
SAIES  PROFITS   ASSETS  NO 


649  UTILICORP  UNITED  562  638  461  24 

911  Main  Si,  Kansas  City,  MO  64105/816-421-6600 


854  VAIASSIS  COMMUNS.         735  447  948  21 

36111  Schookroh  Rd,  Livonia,  Ml  48150/313-591-3000 

734  VALERO  ENERGY  571  466  564  11 

530  MCCullough  Ave,  Son  Antonio,  TX  78215/512  246-2000 

898  VALHI  703  909  721  5 

5430  LBJ  Freewoy,  Dollos,  IK  75240/214-233-1700 

556  VALLEY  NATIONAL  618  776  17  1  3 

241  North  Centrol  Ave,  Phoenix,  AZ  85004/602-221-2900 

891  VALSPAR  740  779  932  13 

1101  Third  St  South,  Minneopolis,  MN  55415/612-332-7371 

964  VALUE  CITY  DEPT.  STORES  715  759  914  8 

3241  Westetville  Rd,  Columbus,  OH  43224/614-471-4722 

828  VALUE  HEALTH  932  869  945  12 

22  Wotervilie  Rd,  Avon,  CT  06001/203-678-3400 

977  VANGUARD  CELLULAR        984  929  964  22 

2002  Pisgoh  Church  Rd,  Greensboro,  NC  274  5  5/  919-2  8  2-3  6  9  0 

800  VARIAN  ASSOCIATES         567  746  753  9 

3050  Hansen  Woy,  Polo  Alto,  CA  94304/415-493-4000 


RANK  COMPANY 


OTHER  RANKINGS 
SAIES  PROFITS   assets"  NO 


830  VARITY  270  954  416  15 

672  Oeleware  Ave,  Buffalo,  NY  14209/716-888-8000 

982  VERIFONE  951  837  967  18 

Three  Logoon  Dr,  Redwood  City,  U  94065/415-591-6500 

286  VF  239  195  447  6 

1047  North  Pork  Rd,  Wyomissing,  PA  19610/215  378-1151 

172  VIACOM  440  541   339  20 

1515  Broodwoy,  New  York,  NY  10036/212-258  6000 

663  VONS  168  474  516  10 

618  Michillinda  Ave,  Arcadia,  CA  91007/818-821-7000 

430  VULCAN  MATERIALS  616  437  700  13 

One  Metroplex  Dr,  Birminghom,  AL  35209/205  877-3000 


w 


139  WACHOVIA  334  1  10    55  3 

301  North  Mam  Si,  Winslon-Solem,  NC  27150/919-770-5000 

3  WAL-MART  STORES  8      7    91  8 

702  SW  Bih  St,  Bentonville,  AR  72716/501-273-4000 

185  WALGREEN  124  203  464  12 

200  Wilmol  Rd,  Deerfield,  11 60015/708  940  2500 

949  WALLACE  COMPUTER         814  712  872  18 

4600  West  Roosevelt  Rd,  Hillside,  11 60162/708-449-8600 


1^ 


® 

6706  SRAM 


The  Booster. 

The  Hewlett-Packard  workstation  gets  a  tremendous  performance  boost  from  Motorola's 
256K BiCMOS  Fast  Static  RAMs,  whicli  shuttle  data  through  the  system  at  warp  speeds.  From 
computers  to  cameras,  the  world's  most  innovative  products  are  powered  by  Motorola. 

(M)  MOTOROLA 

Microprocessor  and  Memory  Technologies  Group 
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975  WARN4C0  GROUP  765  662  819  6 

90  Pork  Ave,  New  York,  NY  10016/212-661 1300 

88  WARNER-LAMBERT  167    67  352    1  2 

201  Tabor  Rd,  Morris  Plolns,  NJ  07950/201-540-2000 

755  WASHINGTON  FEDERAL  SSL    927  463  436  17 

425  Pike  St,  Seattle,  W4  98101/206-624-7930 

780  WASHINGTON  GAS  LIGHT     708  619  674  24 

1100  H  St  NW,  Washington,  DC  20080/703-750-4440 

740  WASHINGTON  MUTUAL        71  1  410  206    1  7 

1201  Third  Ave,  Seattle,  WA  98101/206-461 2000 

326  WASHINGTON  POST  528  336  600  20 

1150 15lh  St  NW,  Washington,  DC  20071/202  334-6000 

939  WASHINGTON  REIT  997  849  982    1  3 

4936  Fairmont  Ave,  Bethesdo,  MD  20814/301-652-4300 

722  WASHINGTON  WATER         804  513  612  24 

East  1411  Mission  Ave,  Spokane,  WA  99202/509  489-0500 

40  WASTE  MANAGEMENT         106    44  1  22  21 

3003  Butterfield  Rd,  Ook  Brook,  II  60521/708  572  8800 

960  WATTS  INDUSTRIES  861  782  847  15 

815  Chestnut  St,  North  Andover,  MA  01845/508-688-1811 

906  WAUSAU  PAPER  MILLS       890  744  958  19 

Serond  Si,  Brokow,  Wl  54417/715-675-3361 

848  WEINGARTEN  REALTY         985  845  885  13 

2600  Citadel  Ploza  Dr,  Houston,  TX  77008/713-866-6000 

665  WEIS  MARKETS  563  52  1   781  10 

1000  South  Second  St,  Sunbury,  PA  17801/717  286  4571 

629  WELLFLEET  COMMUNS.       978  857  990  18 

Eight  Federal  St,  Billeriro,  MA  01821/508  6/0  8888 

879  WELLMAN  689  640  714  4 

1040  Brood  St,  Shrewsbury,  NJ  07702/908  542  7300 


156  WELLS  FARGO  182  165     29  3 

420  Montgomery  St,  San  Froncisco,  CA  94163/415-477  1000 

576  WENDY'S  INTERNATIONAL    574  55  1   736    1  4 

4288  West  Oublin-Granville  Rd,  Dublin,  OH  4  3  017/  614-764-3100 

970  WESCO  FINANCIAL  974  844  749  17 

315  East  Colorado  8lvd,  Pasadeno,  CA  91101/818-449  2345 

784  WEST  ONE  BANCORP         819  560  232  3 

101  South  Capitol  Blvd,  Boise,  ID  83733/208-383-7000 

532  WEST  POINT-PEPPERELL     533  975  521  15 

400  West  10th  Si,  West  Point,  GA  31833/706-645-4000 

827  WESTERN  GAS  RESOURCES    779  721   828  24 

12200  North  Pecos  St,  Denver,  CO  80234/303  452  5603 

421  WESTERN  RESOURCES         502  335  287  24 

818  Konsos  Ave,  Topekc,  KS  66601/913  575-6300 

189  WESIINGHOUSE  ELECTRIC    109  132  181  9 

11  Stonwix  SI,  Pitlsburgh,  PA  15222/412  244-2000 

383  WESTVACO  381  330  373  19 

299  Pork  Ave,  New  York,  NY  10171/212-688-5000 

87  WEYERHAEUSER  100  123   102  19 

Tocomo.WA  98477/206  924-2345 

233  WHEELABRATOR  521  255  426  24 

3003  Butterfield  Rd,  Ook  Brook,  II  60521/708  572  8800 

250  WHIRLPOOL  130  218  268  6 

2000  M-63,  Benlon  Harbor,  Ml  49022/616  926-5000 

495  WHITMAN  375  431   509  5 

3501  Algonguin  Rd,  Rolling  Meodows,  It  60008/708  818  5000 

385  WILLAMETTE  INDUSTRIES    378  476  463  19 

1300  SW  Fifth  Ave,  Portlond,  OR  97201/503-227-5581 

410  WILLIAMS  368  333  31  5  24 

One  Williams  Center,  Tulso,  OK  74172/918  588-2000 


667  WILMINGTON  TRUST  873  488  342 

1100  North  Morkel  St,  Wilmington,  DE 19890/302-651-1000 

163  WINN-DIXIE  STORES  80  200  510  1 

5050  Edgewood  Court,  Jocksonville,  FL  32254/904-783-5000 

319  WISCONSIN  ENERGY  506  256  372  2 

231  West  Michigon  St,  Milwoukee,  Wl  53201/414-221-2345 

808  WISCONSIN  PS  762  595  689  2 

700  North  Adams  St,  Green  Boy,  Wl  54301/414-433-1598 

642  WITCO  472  629  553 

520  Modison  Ave,  New  York,  NY  10022/212-605-3800 

231  WOOLWORTH  90  171  318 

233  Broadwoy,  New  York,  NY  10279/212-553-2000 

519  WORTHINGTON  INDUSTRIES  634  610  821  1 

1205  Dearborn  Dr,  Columbus,  OH  43085/614-438  3210 

714  WPL  HOLDINGS  757  574  604  2 

222  West  Washington  Ave,  Madison,  Wl  53703/608-252-3311 

225  WRIGLEY  (WM.)  JR.  564  293  798  1' 

410  North  Michigan  Ave,  Chicago,  IL  60611/312-644-2121 


xy  z 


98  XEROX  45  984    53  11 

800  Long  Ridge  Rd,  Stomford,  O  06904/203-968-3000 

814  XILINX  966  842  985 

2100  Logic  Dr,  San  Jose,  CA  95124/408-559  7778 

866  XTRA  948  790  728  2 

60  Stole  St,  Boston  MA  02019/617-367-5000 

864  YELLOW  FREIGHT  SYSTEM    392  7  1  1   704  2 

10990  Roe  Ave,  Overlond  Park,  KS  66211/913-345-3000 

592  YORK  INTERNATIONAL        434  531  684  1! 

631  South  Richland  Ave,  York,  PA  17403/717-771-7890 
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CAN 

LOU  GERSTNER 
TURN  AROUND 
THE  TROUBLED 
GIANT? 


PAGE  1  8 


BURLINGAME 
MAR  1  6  1933 
LIBRARY 


OTO+76 


The  New  Lincoln  Maiic  VIII 

Ease  into  the  leather-trimmed 
driver's  seat  of  the  new  Mark  VIII 
and  survey  your  environment. 
No  matter  where  you  look,  luxury 
and  technology  surround  you. 

Ahead  of  you,  precise  analog 
gauges  are  clustered  in  a  dramatic  instrument  panel  that      memory  driver's  seat  to  the  available  voice-activated, 
literally  encircles  you.  On  your  right,  a  powerful  sound      hands-free  phone.  And  behind  you,  a  rear  seat  that  ca 
system  and  computerized  message  center.  On  your  actually  accommodate  full-size  adults, 

left,  smartly  arranged  controls  for  everything  from  the  But  even  more  impressive  are  those  things  not 


LINCOLN-MERCURY  DIVISION  ''^^  Buckle  up-logether  wt  tin  iavf  livfs  -Driver  jnd  Ironl  pjssenger  Supplemenul  Restraint  Syiieni  Alwjy!  weir  your  safety  belt 


I 


Surrounded. 


Four-Cam  v-8  engine. 

Call  I  800  446-8888  for  a 
comprehensive  Mark  VIII  brochure 
After  which  you  may  find  the 
thought  of  a  rousing  test  drive 
hard  to  resist. 


idily  seen.  Like  standard  dual  air  bags*  and  four- 
isor  anti-lock  brakes.  An  electronic  air  suspension 
at  "hugs"  the  road  by  automatically  lowering  the 
r  at  highway  speeds.  And  a  32-valve,  280-horsepower 


The  new  Lincoln  Mark  VIII.  Drive  everything  else  first. 


LINCOLN  MARK  VIII 

What     A     Luxury     Car     Should  Be 


NUMBER  3313 


BusinessA/^feek 


APRIS, 


IBM  HAS  LONG  LACKED  A  FRESH  VISION  OF  TECHNOLOGY'S  FUTURE.  WILL  ITS  NEW  CHIEF  COME  UP  WITH  THE  BIG  BLUEPRINT? 


Cover  Story 

18  IBM'S  NEW  BOSS 

The  media  circus  is  about  to  end.  In 
the  weeks  since  Chairman  John  F. 
Akers  announced  he  would  step 
down  as  CEO,  industry  veterans  such 
as  Apple's  John  Sculley  and 
Motorola's  George  Fisher  have 
dropped  out  of  the  race.  Now,  the 
mantle  is  falling  on  Lou  Gerstner.  .51. 
On  his  resume  are  American  Express 
and  R.JR  Nabisco — but  no  high-tech 
experience.  But  that  also  means 
no  ties  to  Big  Blue  tradition 

22  COMMENTARY 

Vvom  .Malloniars  to  mainframes: 
Is  experience  necessary? 

23  FAREWELL  TO  PATERNALISM 

.\  bitter  IBM  family  breakup  in 
Poughkeepsie.  complete  with 
lawsuits  and  vandalism 

24  THE  RJR  HE'S  LEAVING 

Gerstner's  imnnuent  departure 
comes  at  a  time  when  scads  of 
problems  still  remain  unsolved 


Top  of  the  News 


26  STEEL'S  STRANGE  BEDFELLOWS 

Steelworkers  and  Big  Steel  may 
collaborate  to  fight  the  minimills 

26  EAST  MEETS  RUST 

A  Third  World  steelmaker  gets  more 
than  it  bargained  for  in  Johnstown 

27  COMMENTARY 

Sooner  or  later,  airlines  must  learn  to 
fly  solo 

28  RAGGED  AROUND  THE  EDGES 

The  nicotine  patch  is  no  panacea  and 
may  have  worrisome  side  effects 

29  THE  FIRST  BIG  BASE  TO  GO  DARK 

Pease  Air  Force  Base's  makeover 
has  been  costly  anfl  contentious 

30  HOME  INSURERS  RUN  SCARED 

Surprisingly  big  storm  losses  have 
them  cutting  homeowners  adrift 

3 1  NOT  EVEN  A  SPRINKLE 

California's  dr\'  San  Joaquin  Valley 

32  IN  BUSINESS  THIS  WEEK 

(i.M,  Merck,  .\nheuser-Busch, 
Compton's  NewMedia,  fish  TV,  free 
speech  and  business 


International  Busines; 

34  WHY  YELTSIN  MAY  PREVAIL 

The  Russian  public  seems  to  be 
behind  his  bold  moves 

37  MOSCOW  CALLING 

r,  S.  domestic  concerns  are  on  h 

40  FRANCE 

An  electoral  triumph  for  the  rigl 
but  many  obstacles  remain 

44  JAPAN 

It's  on  a  high-tech  spending  spr€ 
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PRODUCTION 

Change  from  last  week:  0.5% 
Change  from  last  year:  3.9% 


1967=100  (four-week  moving  average) 


LEADING 

change  from  lost  week:  -0.1% 
Change  from  last  year:  5  .3% 
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The  production  index  increased  during  the  week  ended  Mar  1 3  On  o 
seosonolly  adjusted  bosis,  production  levels  of  outos,  trucks,  steel,  cool,  lumber,  and 
rail-freight  traffic  ail  edged  higher  Electric-power  and  poperboard  output  declined, 
while  crude-oil  refining  and  paper  production  were  unchanged  from  the  previous 
week  Before  calculotion  of  the  four-week  moving  average,  the  index  rose  to  185.5 
from  184  during  the  week  before, 

BW  production  index  copyright  I  993  by  McGraw-Hill  Inc 


The  leading  index  was  virtually  unchanged  during  the  week  ended  Mcr 
has  shown  little  movement  for  seven  weeks.  Higher  stock  prices,  slightly  lower  li 
yields,  and  improved  growth  rates  for  materials  prices  and  real  estate  loons  f<( 
to  push  up  the  composite  index  M2  growth  fell,  while  the  number  of  bu  i 
failures  wos  flat  Before  calculation  of  the  four-week  moving  overage,  the  i 
increased  to  221.7  from  220.1  in  the  previous  week. 

Leading  index  copyright  1 993  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
090 

%  Change 
year  ago 

STEEL  (3/20)  thous  of  net  tons 

1,770 

1,809# 

-3.3 

AUTOS  (3/20)  units 

1 16,731 

132,748r# 

7.1 

TRUCKS  (3/20)  units 

100,771 

102,306r# 

13.1 

ELECTRIC  POWER  (3/2O)  millions  of  kllowaH-hours 

58,477 

56,673# 

8.4 

CRUDE-OIL  REFINING  (3/20)  thous  of  bbl /day 

13,201 

1 2,901  # 

14 

COAL  (3/13)  thous.  of  net  tons 

19,269# 

18,319 

1.1 

PAPERBOARD  (3/1 3)  thous.  of  tons 

810.4# 

817.4r 

-0.2 

PAPER  (3/ 13)  thous.  of  tons 

794.0# 

805.0r 

3.3 

LUMBER  (3/13)  millions  of  ft. 

498.9# 

489.3 

-3.8 

RAIL  FREIGHT  {3/13)billionsofton-miles 

21.2# 

20  6 

4.4 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  V/WPA',  SFPA',  Association 
of  American  Railroads 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/24) 

117 

117 

134 

GERMAN  MARK  (3/24) 

1.63 

1  67 

1  66 

BRITISH  POUND  (3/24) 

1.48 

1.45 

1.72 

FRENCH  FRANC  (3/24) 

5.55 

5.66 

5.62 

CANADIAN  DOLLAR  (3/24) 

1.25 

1.25 

1.19 

SWISS  FRANC  (3/24) 

1.51 

1  53 

1.51 

MEXICAN  PESO  (3/24)= 

3.094 

3.099 

3  085 

Sources:  Major  New  York  bonks.  Currencies  expressed  In  units  per  U.S.  dollar,  except  for  British 
pound  expressed  in  dollars 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/24)  $/troyoz. 

331.000 

328.750 

-3.0 

STEEL  SCRAP  (3/23)  #1  heavy,  S/lon 

108.50 

108.50 

21.2 

FOODSTUFFS  (3/22)  index,  1967=100 

205.8 

201.5 

0.5 

COPPER  (3/20)  c/lb. 

100.0 

100.0 

-5.5 

ALUMINUM  (3/20)  c/lb. 

53.3 

53.6 

-11.8 

WHEAT  (3/20)  #2  hard,  $/bu. 

3.79 

3.66 

-13.5 

COTTON  (3/20)  strict  low  middling  11/16  in.,  C/lb. 

56.53 

57.63 

93 

Sources:  Lon  ?on  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metali 
Weeic,  Kansas  Cif/  morket,  Memphis  morket 

LEADING  INDICATORS 


latest 
week 

Week 
ago 

% 
»« 

STOCK  PRICES  (3/19)  S&P  500 

450.80 

453.81 

CORPORATE  BOND  YIELD,  Aao  (3/19) 

7.61% 

7.54% 

INDUSTRIAL  MATERIALS  PRICES  (3/i9) 

101.2 

101,3 

BUSINESS  FAILURES  (3/12) 

403 

407 

REAL  ESTATE  LOANS  (3/ 10)  billions 

S397.5 

$396.9 

MONEY  SUPPLY,  M2  (3/8)  billions 

$3,441  3 

$3,443.2r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/6)  thous 

361 

376 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  > 
Street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seosonally 
data  on  business  failures  and  real  estate  loons 

MONTHLY  ECONOMIC  INDICATORS 

latest 
month 

Month 
ago 

%( 

ye 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Feb  )  billions  $135.0 

$132. 1r 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Feb )  millions 

-$47,594 

$29,81 2r 

IMPORTS  (Jan.)  millions 

$44,31 1 

$46,562 

EXPORTS  (Jon  )  millions 

$37,008 

$39,67! 

Sources:  Commerce  Dept.,  Treasury  Dept. 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  ( 

ye 

MONEY  SUPPLY,  Ml  (3/8) 

$1,032.5 

$l,036.1r 

BANKS'  BUSINESS  LOANS  (3/iO) 

278.1 

279.1 

FREE  RESERVES  (3/17) 

1,241 

541r 

NONFINANCIAL  COMMERCIAL  PAPER  (3/iO) 

148.4 

148.4r 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  are  expresse 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (3/23) 

2.93% 

2.72% 

PRIME  (3/24) 

6.00 

6.00 

i 

COMMERCIAL  PAPER  3-MONTH  (3/23) 

3.16 

3.19 

I 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/24) 

3.09 

3.12 

I 

EURODOLLAR  3-MONTH  (3/19) 

3.13 

3.13 

I 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  tfie  production  indicators  are  seasonally  adjusted  in  computing  tfie  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equip 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r^ revised     NM  =  Not  meaningful 
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Mget  a  is  cheaper  than  Widget  h 
iVidget  a  is  better  than  Widget  b. 
Which  widget  would  you  choose? 


b 


0464  : 


)esn't  take  a  business  degree  to  test  the  mer- 
)f  Visa"  versus  American  Express.  All  you 
d  is  the  right  information. 
To  begin,  let's  assume  that  a  payment  card's 
is  to  make  it  possible  for  customers  to  spend 
ley  at  your  establishment. 
,  .        .  Well,  Visa  offers  you  about 

I,  Dring  you  affluent 

:'  :omersata  six  times  more  card-carry- 

me  discount. 

ing  customers  than  AmEx. 
And  Visa  cardholders  have 
money  to  spend,  too.  In  fact, 
with  five  million  more  gold 
cardholders,  and  three  times  as 


□  Make  more 

□  Make  less 


many  households  with  incomes  |  choose  here:\ 
over  $50,000,  Visa  makes  AmEx 
look  a  bit  less  golden. 

Visa  has  AmEx  beat  on  the  effi-  ultimately,  irs 
ciency  front  as  well.  Our  consider-  decision, 
ably  faster  payment  schedule  gives  your  cash 
flow  a  shot  of  adrenaline. 

Meanwhile,  our  highly  tuned  processing  sys- 
tems help  keep  your  operations  calm. 

Since  Visa  is  better,  it  must  inevitably  cost 
more,  right?  You  know  the  answer  to  that  ques- 
tion already  The  discount  rates  you  get  for  Visa 
are  substantially  lower  than  AmEx's. 

If  this  cost/benefit  equation  doesn't  make  sense 
to  you,  we'll  be  happy  to  show  you  some  ways  to 
set  it  right.  Just  call  us  at  1-800-VISA-311,  ext.  30. 

And  if  you'd  like  to  figure  out  exactly  how 
much  you  stand  to  save  by  promoting  Visa,  ask 
for  our  free  Profit  Improvement  Calculator.  That 
number,  again,  is  1-800-VISA-311,  ext.  30. 

This  concludes  our  little  business  quiz. 
You  not  only  chose  the  correct  widget,  but  you 
learned  an  important  lesson,  too:  The  easiest 
tests  aren't  always  multiple-choice. 


lI5A.hc.l993 


Sometimes  they're  obvious-choice. 


ViSA 
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ADVERTISEMENT 


The  Good 
and  the  Bad 


One  of  the  most  frustrating 
experiences  you  can  have 
is  when  the  state-of-the- 
art  home  entertainment 
product  you  bought  last  week  is 
immediately  outdated  by  something 
even  more  advanced.  Technology 
now  progresses  so  swiftly  that  even 
highly  sophisticated  innovations 
quickly  fade  into  obsolescence. 


And  it's  not  only  hardware.  If 
that  attractive  new  product  isn't 
compatible  with  existing  software, 
it  could  force  you  to  replace  most 
of  your  collection. 

New  technology  should  only 
be  introduced  when  both  the 
performance  and  potential  are 
outstanding  enough  to  stay  viable 
for  a  long  time.  It  would  also  be 
nice  if  each  new  technology  both 
revitalized  your  existing  software 
and  offered  distinctive  benefits 
of  its  own. 

Realistically,  the  only  products 
that  can  last  are  those  so  innovative, 
meaningful  and  perfected  that  they 
remain  unfazed  by  the  constant 
bombardment  of  new  but  lesser 
technologies.  When  an  entire  family 
of  technology  can  appear  and 
disappear  in  a  month,  a  single 
product  that  is  still  at  the  top 
years  later  must  be  truly  brilliant. 
Pioneer's  LD-S2  LaserDisc  player 
is  an  excellent  example. 

Introduced  in  1989,  the  LD-S2 
remains  universally  acclaimed  by 
discriminating  videophiles  as  the 
ultimate  statement  in  audio-video 
home  entertainment.  Major  video 


publications  world-wide  s 
it  as  their  reference.  Ar 
benchmark  for  rival  enj 
the  LD-S2  has  been  influt 
improving  the  picture  qu 
the  latest  video  tape  machi 


4E2  Elite 


ADVERTISEMENT 


imentally  Better 

'  course,  this  wouldn't 
DC  possible  without  the 
nherent  superiority  of 
:he  LaserDisc.  Introduced 
)  the  LaserDisc's  perfor- 
;  mance  is  so  extraordinary 
i  that  today  it  is  the  premier 
I  video  medium.  Theatre- 
level  pictures  and  digital 
sound  combine  to  create  a 
realistic  experience  so 
thrilling  and  involving  that 
j  viewers  feel  as  if  they  are 
I  part  of  the  action.  In  other 

I  This  resolution  chart  shows  that 
the  LaserDisc  can  resolve  over 
425  lines  horizontally,  which  is  the 
sharpest  picture  of  any  video 
medium  available  today. 


words,  to  get  the  best  pictures  and 
sounds  that  money  can  buy,  the 
LaserDisc  is  the  only  real  choice. 
And  in  addition  to  its  stellar  per- 
formance, the  LaserDisc  provides 
quick  random  access  and  won't 
deteriorate,  unlike  videotape.  But 
LaserDisc  players  offer  even  more. 

Although  most  new  products 
are  more  capable  than  ever,  many 
require  a  unique  software  format — 
which  is  rarely  compatible  with 
much  else.  But  Pioneer  already 
addressed  the  software  compati- 
bility issue  9  years  ago  by  intro- 
ducing its  combination  Compact 
Disc/LaserDisc  CLD  players.  Com- 
patible with  LaserDisc,  CD,  CD 
singles,  and  CD-V,  a  CLD  player 
will  singlehandedly  play  practically 
all  of  your  favorite  software.  And 
since  it  handles  visuals  and  audio 
with  equal  finesse,  a  CLD  player  is 
ideal  as  the  heart  of  a  high  quality 
home  entertainment  system. 

Reaching  Ahead 

In  January  1993,  Pioneer  an- 
nounced a  new  LaserActive™ 
player  that  can  be  integrated 
with  a  plug-in  interactive  con- 
trol pack  to  create  a  multi-purpose 
tool  you  can  use  to  play,  learn  and 
work — interactively  and  effectively. 
Far  more  than  just  providing 
entertainment,  a  LaserActive™ 
player  can  become  your  gateway 
to  activities  and  experiences  that 


otherwise  wouldn't  be  possible. 
Naturally,  a  LaserActive™  player 
also  offers  unsurpassed  audio-video 
performance  and  is  compatible 
with  the  major  optical  disc  formats, 
just  like  all  Pioneer  CLD  players. 

Lasting  performance,  reliability, 
compatibility,  and  tools  to  unlock 
your  creativity;  these  are  all  the 
direct  result  of  our  attitude  towards 
technology.  While  Pioneer  is  un- 
matched in  laser,  optical,  magnetic, 
and  electronics  technology,  we  feel 
that  technology  is  a  tool,  not  the 
end  goal  itself.  By  insisting  not  only 
on  advanced  technology,  but  the 
right  technology,  and  combining 
it  with  immaculate  craftsmanship 
and  quality,  we  ensure  that  our 
products  make  real  sense  for  the 
consumer.  So  if  you  want  the 
best  side  of  technology — without 
the  bad,  look  to  Pioneer,  the  audio- 
video  and  LaserDisc  specialists. 


CD  PIONEER 

The  Art  of  Entertainment 
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Doing  certain  things  with  your  eyes 
closed  can  be  quite  impressive.  Performing  a 
high  wire  act,  for  instance.  Business,  how- 
ever, IS  an  entirely  different  matter 

We  believe  that  a  financial  services 
company  can  only  spot  opportunities  with  its 
eyes  open.  Yet  to  our  surprise,  this  rather 
straightforward,  common-sense  way  of  think- 
ing has  led  many  to  consider  us  innovative. 


Truth  IS,  we  are  simply  b 
people  who  understand  that  the 
distance  between  two  points  is  a 
line.  Opening  our  eyes  to  evolving 
ment  techniques  and  the  latest  effi 
that  technology  offers  has  put  us  on  t 

Keeping  our  eyes  open  w 
us  into  the  future.  If  some  call  tha 
visionan/,  hey,  who  are  we  to  argue? 
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RECOGNITION  FOR  BUSINESS  WEEK— AGAIN 
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cw  accolafles  arc  as  valued  as  those 
from  one's  peei-s.  In  the  majjuzine 
business,  the  highest  praise  is  rep- 
Magazine 
Prizes 


resented   liy   the  National 
Awards.  Like  the  Piditzei 
that  are  earned  by  news- 
paiiers,  the  National  Maga- 
zine Awards  are  presented 
under  the  auspices  of  the 
Columbia  University  Grad- 
uate School  of  Journalism. 

This  year,  I'm  very  proud 
to  report,  BUSINESS  WEEK 
has  been  selected  as  a  final- 
ist for  general  excellence 
amon,g  magazines 
with  circulation 
over  1  million, 
ai'e  representee 
the   three  issu 
shown  here.  Their 
cover  stories 
well  as  the  othei 
stories— typify 
the  role  we  play 
every   week  in 
identifying 
trends,  analyz- 
in,g  news,  and 
helping  set  the 
a.genda  for 
business  lead- 
ers and  jfolicy 
makers 
around  the 
world. 

The  Feb.  8  Cover  Sto- 
ry, Wanted:  An  Ecommi- 
ir  Pdlicii,  led  the  way  in 
])inpointing  the  weak- 
nesses of  the  U.S.  econ- 
omy and  George  Bush's 
vulnerability  in  the 
election,  then 
months  away. 
Aug.  10  Cover, 
(ilolxil  fJcoiion/i/: 
Get.'-;  Hin  t,  was  a  gi-ount 
lii'eaking  analysis  of  the  uneven  impact 
world  trade  is  having  on  the  U.  S.  work 
force.  And  our  October  bonus  issue,  Re- 
iiirentliifi  Aiiiefica,  pi'ovideil  an  ambi- 


tious look  at  the  problems  facing  the 
U.  S.  and  a  set  of  detailerl  I'ecommenda- 
tions  to  deal  with  them.  More  than  100 
Hl!SI\'ESS  WEEK  reporters  and  editors 
contributed  to  the 
bonus  issue. 

The  awards, 
sponsored  by  the 
American  Society 
of  Magazine  Edi- 
tors and  the  Ma,g- 
azine  Pid)lishers 
of  America,  will 
be  announced  on 
Apr.  21.  The  oth- 
er finalists  in  this 
category  are 
Neirsn-eek,  Van- 
it//  Fair,  Glani- 
(inr,  and  Health. 
We  are  honored 
to  be  chosen  in 
this  impoi'tant 
competition,  i)articularly  Ije- 
■ause  we  now  have  been  a 
inalist  in  various  categories 
10  times  since  1986.  We  are  a 
inalist  in  the  general  excel- 
nce  cate,gory  for  the  second 
straight  year.  Last 
year,  our  special  is- 
sue on  Qualiti/  won 
the  award  for  best 
single-topic  issue. 

Our  selection  as  a 
finalist  this  year  is  a 
well-deserved  pat  on 
the  back  for  our  tal- 
ented staff.  But  more 
than  that,  it  affirms 
BUSINESS  week's  Con- 
tinuous commitment  to 
improve  the  tiuality  of 
our   magazine.  Once 
a,gain,  the  real  winner 
is  \ou,  the  reader. 


Editor-in-chief 


anjconomIcpoucy 
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Change  Your  Job 
Without  Shortchanging 
Your  Retirement 


If  you're  about  to  chiuige  jobs,  you  may  be  receiving  a 
distiibution  from  your  employer's  retirement  pliui.  Tliis  year, 
new  rules  cim  affect  your  benefits;  Fidelity  wiuits  to  help 
make  sure  you  know  your  options  before  you  act. 

Tlie  Ui\  law  requires  that  20%  be  witiiheitl  for  fed- 
eral income  Ulx  on  iuiy  eligible  phui  payout  liiat  is  not 
directly  tnuisferred  to  a 
R(  )ll()ver  IRA  or  otlier  qual- 
ified phm. 

lidelitys  Common 
Sense  Guide  To  Keep- 
ing Your  Retirement 
Plan  Money  Working 
c;ui  help  you  see  your  op- 
tions luid  decide  the  best 
course  of  action  for  you. 

Ask  About  Our  No-Load,  No-Fee 

Rollover  IRA 

Fidelity  now  offers  over  50  no-loiid  stock,  bond  iuid 
money  market  funds  for  vour  IRA. '  And  we've  Wiiived 
the  imnual  mainteiiiuice  fee  on  Fideiit\  Rollover  IRA 
mutual  fund  accounts  with  a  balance  of  35,000  or 
more. '  Ciill  for  det:iils. 

Visit  A  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fideliiy 


Inuestmenis 

(  (nmmm  sense.  I  ncoinmon  results. 


hor  a  frif  Kdlhncr  IK\  fait  kil  with  moiT  tdiiipk'le  inf(iniialiiiii  on  an\  Kldclil\  funil  iikIucIiiij;  cliui  ncs  and 
e\|H'nses,  call  lor  a  cm  iTnl  luiul  pi'os|n-cUis.  Read  i(  larclulK  bclort  vou  Invol  or  send  nioncv    l-iilflll\  \1ai;fllan 
Knnd,  HdeliU  New  Milk-nnnim  "  Kinid  and  lidi'liu  Stlud  Porllolios  arc  excludfd.  Annual  IRA  niainlenancc  fee 
einiiinated  for  iiuiuial  fund  accounts  held  In  the  Fidelity  IRA.  Rollover  1R\,  SliH-IRA  and  SARSKP-IRA  with  an  account 
balance  of  $S,(I0(1  or  more  at  the  time  the  IRA  maintenance  lee  is  billed,  IRA  luutual  fund  accounts  with  balances 
belou  St.iiiki  will  be  charged  a  SIO  per  hind  aniuiai  IRA  maimenance  lee  For  the  Fidelit\  Sell-directed  IRA,  Self- 
directed  Rollover  IRA,  Self-directed  SEI'-IR\,  the  $2(1  annual  mamlenance  fee  will  be  waived  if  one  or  niore  Fidelitv 
mutual  hmd  positions  held  in  the  IRA  has  a  balance  of  SS. 0(1(1  or  more  al  the  lime  of  the  IRA  maintenance  fee  billini; 
Fidelin  Distributors  Coqioration 

CODE:  BW/GENR/040593 


EMPLOYEES  ARE 
PATIENT  INVESTORS,  TOO 

Finally,  owners  are  returning  to] 
scene  in  Corporate  America  ("II 
tionship  investing,"  Cover  Story, 
15)  to  demand  accountability  and  h 
term  performance.  There  is  anoi 
gi'oup  of  patient  investors  that  may  ' 
be  stepping  up  to  the  table  to  a.-.i 
representation :  employees. 

In  a  review  of  the  SEC  filings  n 
l)iiblic  companies  listed  on  our  three 
jor  stock  exchanges,  Rutgers  Univc 
researchers  Joseph  Blasi  and  Doi 
L.  Kruse  found  that  1,000  of  these 
companies  have  significant  empl( 
ownership  (more  than  4%).  In  our  e 
rience,  employee-owned  companies 
involve  employees  in  management 
sions  benefit  from  employees'  long-t 
viewpoints  and  diligent  efforts  to 
streamline  operations  and  cut  costs 
Peggy  Wall 
Foundation  for  Enterj 
Developr 
La  Jolla,  C 


DON'T  BLAME  HIGH  TECH 
FOR  HIGH  HEALTH  COSTS 

ealth-care  costs  are  not  rising 
cause  of  technological  advances 
crisis  of  medical  success,"  Econon 
Mar.  15).  If  this  were  true,  pers 
computers  would  have  had  similar  p 


CORREQIONS  &  CIARIFICATIOH 

The  contents-page  text  describing  "( 
money  machine"  (Cover  Story,  Mar 
understated  the  size  of  GE  Caj)ital 
vices  Inc.,  which  has  $155  Inllion 
assets.  In  the  story,  the  corr 
spelling  for  the  name  of  one  of 
three  executive  vice-pi'esidents  is  1 
nis  J.  Nayden. 

In  "Waiting  in  the  wings"  (Top  of 
News,  Mar.  29),  the  age  of  W.  Jarl 
McNerney  Jr.,  a  General  Electric  ' 
senior  vice-president,  is  43. 

"Mr.  Cray  goes  to  Washington,  hat 
hand"  (Information  Processing,  M 
22)  should  have  said  that  Seym( 
Cray's  foi"mer  company,  Cray  Resea 
Inc.,  is  developing  computers  that  f 
ture  massively  parallel  processing.  3 
curi'ent  company,  Cray  Compu- 
Corp.,  is  not  making  such  machines. 

The  Mar.  22  issue,  featuring  the  m 
story  "The  education  of  Michael  De 
did  not  credit  Daniel  Kirk,  who  ( 
the  cover  illustration. 
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COLUMBIA' 
BUSINESS 
SCHOOL 


jcecutive  education  at  the  highest  level. 


Arden  House,  Columbia  „ 
mountain  top  cpnieF^iice  center' 


I  mr  weeks  in  duration.  Global  in  scope. 


a  leader,  ycrn're  expected  to  have 
he  answers.  Here  is  the  oppoitunity 
>  ( HI  and  your  top  management  team 
ncud  tour  weeks  asking  questions 
I  Hiding  solutions.  You'll  compare 
s  \\  ith  top  executives  hx>m  the  best 
ip.inies  in  the  world.  You'll  apply 
iixhniques  to  tackle  actual  i.ssues 
In  lilting  your  company.  And  you'll 
K  Linder  the  guidance  of  a  world- 
^  t.iculty. 

•  iiKe  1951,  executives  representing  a 
jsand  top  corporations  from  a 
idred  countries  have  come  to 
cutive  Programs  at  Arden  House.  To 
n  more,  call  (212)  854-3395,  ext.  474. 


Coliinihid 's  Senior-Level  Ckniend 
Mcaiageme)!!  Executive  Pro^^ranis 

Executive  Program  in  Business 
Administration  (EPBA): 
Managing  The  Enterprise 

June  G^Jiily  2  orAiifiiist  1-27 

Executive  Program  in 
International  Management  (EPIM): 
Managing  for  Global  Success 

Ocloher3'29 


Columbia  Kxecutive  Programs 
32-t  LIris  Hall.  Columbia  University, 
Dept.  474,  New  York,  m'  10027 

For  a  catalogue  on  senior-level  programs, 
plea.se  mail  or  fax  this  coupon.  Or,  call 
(212)  854-339S,  ext.  474.  Fax  (212)  31(>l473 

Name  


Company 
Address  _ 
Cily  


Countn.' 


Prcigram  of  interest  ^ 

Phone  


EXECUTIVE 
PROGRAMS 


increases.  Health-care  costs  are  climbing 
because  current  delivery  systems  place 
few  cost  restrictions  on  their  partici- 
pants. By  socializing  health  services, 
gi'oup  health  i)lans  and  medicare  remove 
the  cost  constraints  that  limit  every  oth- 
er activity.  Said  removal  is  akin  to  turn- 
ing children  loose  in  a  candy  store. 

Michael  C.  Betts 
Free  Union,  Va. 

The  article  leaves  the  impression  that 
innovation  is  somehow  the  major 
cause  of  the  high  cost  of  health  care. 

Far  from  being  responsil)le  for  "30% 
to  40%"  of  the  growth  in  spending  on 
health  care  that  Judith  R.  Lave  specu- 
lates, the  purchase  of  medical  technology 
accounts  for  less  than  5%  of  total  health 
expenditures.  What  drives  up  costs  is  in- 
appropriate use  of  technology.  And  this 
industry  has  long  supported  outcome  re- 
search as  a  tool  to  determine  which 
treatments  or  procedures  work  best. 

Alan  H.  Magazine 
President 

Health  Industry  Manufacturers  Assn. 

Washington 

DOES  THE  RATE  PLUNGE 

JUST  RECUT  THE  SAME-SIZE  PIE? 

You  state  in  "A  big  bang  for  borrow- 
ers" (Top  of  The  News,  Mar.  15) 
that  "the  dropoff  in  [interest]  rates  could 
add  almost  $100  l)illion  to  the  economy," 
apparently  implying  that  otherwise, 
banks  and  other  lenders  would  stuff  the 
money  down  a  rat  hole.  So  far  as  I 
know,  only  the  federal  government  does 
that.  Otherwise,  it  would  seem  to  me 
that  somebody's  interest  expense  is 
somebody  else's  interest  income. 

Arno  F.  Glimn 
Northi-idge,  Calif. 

Editor's  note:  The  figure  referred  solely  to 
honiehuildiiifi  and  other  new  economic  ac- 
tiriti/  spurred  by  lower  rates. 

WHAT  THE  SCOREBOARD  TELLS  US 
ABOUT  TELEPHONE  RATES  

Regarding  "Well,  that  certainly  felt 
better"  (Corporate  Scoreboard,  Mai'. 
15),  it  was  encouraging  to  see  a  dra- 
matic and  powerful  article  about  the  re- 
turn to  profits.  Capitalism  encourages 
profit.  However,  the  listings  of  the  top 
25  in  sales  and  ear-nings  were  striking 
for  what  they  didn't  say. 

Seven  of  the  toj)  earners  are  in  the 
telephone  and  related  businesses.  Not 
one  of  these  seven  was  in  the  top  sales 
list.  Since  the  companies'  rates  are  reg- 
ulated and  they  were  not  among  the 
sales  leaders,  it  would  seem  that  phone 
rates  must  be  higher  than  necessary. 

James  J.  Gehring 
St.  Louis 


PLAYING  HARDBALL 

By  David  Whitford 
Doubleday  •  271  pp 
$22.50 


COMING  APART  AT  THE  SEAMS 

By  Jack  Sands 

and  Peter  Gammons 

Macmillan  •  266pp  •  $24 


PLAY  BALL 

By  John  Feinstein 
Villard  •  425pp  • 


THREE  SWINGS 
AT  BASEBALL 


Ah,  spring.  Time 
for  green  grass, 
fast  pitches,  ach- 
ing muscles— and  a  slew  of 
baseball  books.  Like  any 
roster  of  fresh-faced  rook- 
ies, the  shelves  include 
prospects,  suspects,  and 
potential  stars.  In  the  line- 
up are  several  accounts 
of  the  sometimes  excit- 
ing, sometimes  depressing 
boardroom  games  behind 
the  game  on  the  field. 

Like  highly  touted  play- 
ers, certain  high-profile  au- 
thors seem  destined  to  get 
lots  of  ink.  Among  them 
are  sports  lawyer  Jack 
Sands  and  journalist  Pe- 
ter Gammons  of  ESPN, 
who  describe  baseball's 
economic  woes  in  Coming 
Apart  at  the  Seams,  and 
bestselling  author  John 
Feinstein,  who  weaves  a 
touch  of  business  into  his 
travelogue.  Play  Ball.  But 
the  most  interesting 
glimpse  of  the  big  leagues 
today  comes  from  a  long- 
shot  hopeful,  David  Whit- 
ford,  in  Plai/ing  Hardball: 
The  High-Stakes  Battle  for 
Baseball's  New  Franchises. 

Whitford,  author  of  two  previous 
sports  l)ooks,  recounts  the  successful 
bids  mounted  by  Denver  and  Miami  in 
the  last  baseball  expansion  derby.  With 
hai'd-nosed  reporting,  he  chronicles  the 
boardroom  intrigue,  political  calculation, 
financial  legerdemain,  and  public  manip- 
ulation that  enabled  the  winning  owners' 
groups  to  triumph.  He  then  details  the 
talent-sleuthing  that  went  into  building 
the  Florida  Marlins  and  the  Colorado 
Rockies.  Whitford's  naiTative  is  strong 
enough  to  overcome  his  frequent  mis- 
adventures with  verb  tenses,  which  will 
have  his  high  school  English  teachers 
wringing  theii'  hands.  Woven  throughout 
are  ail  the  components  of  the  sport's 
malaise:  poorly  capitalized,  greedy  own- 
ers; political  opportunism;  the  troubled 
relations  between  owners  and  players. 

At  the  heart  of  Hardball  is  the  con- 
trast l)etween  the  winning  owners' 


ach  of  the  books  catalogs 
the  game's  woes,  but  only 
Hardball  manages  to  deliver 
more  than  a  base  hit 


groups.  In  Florida,  we  meet  Wayn( 
Huizenga,  the  supremely  confic 
founder  of  Blockbuster  Video,  who  1 
his  first  fortune  in  the  1970s  in  garl 
collection.  The  Rockies'  owners,  on 
other  hand,  were  a  ragtag  group 
overcame  periods  of  virtual  pani( 
make  their  bid.  They  were  so  strap 
for  cash  that  after  convincing  local 
ers  to  fund  a  stadium,  they  reneged  i 
promise  to  pay  rent.  And  even  a 
winning  the  franchise,  they  lost  t 
leafl  partner  when  Phar-Mor  Chief  E 
utive  Mickey  Monus  was  implicated 
financial  scandal. 

Even  so,  Denver  suited  Major  Les 
Baseball  well— in  part  because  for 
Senator  Timothy  E.  Wirth  (D-Colo.)  1 
a  sudden,  critical  interest  in  baseb 
unique  antitrust  status  just  at  the 
ment  the  expansion  hunt  began, 
moral  of  Playing  Hardball:  In  estab] 
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xke  2  minutes  to  leam  about 
3ur  best  chance  to  regrow  hair. 


jAINE®  Topical  Solution  (minoxidil 
is  the  only  product  ever  proven  to 
"o\v  hair  So  isn't  it  worth  your  time 
ind  out  about  it  —  even  if  it  gets  a 
e  technical? 

)w  hair  grows: 

r  grows  in  cycles.  There's  a  growth 
ise,  then  a  resting  and  shedding 
ise.  Usually,  everyone  loses  some 
r  during  the  shedding  phase.  But 
le  pattern  baldness  (androgenetic 
pecia),  the  most  common  form  of 
r  loss  in  men,  is  different.  It 
Ttens  the  hair's  growth  phase.  So 
r  grows  less  and  rests  longer, 
ulting  in  thin  hairs  that  are  barely 
ible.  Eventually  there  is  no  growth 


compared  with  11%  of  those  using  a 
placebo  (a  similar  solution  without 
minoxidil  —  the  active  ingredient  in 
RoGAiXE ).  After  1  year,  48''(j  of  the  men 
who  continued  in  the  study  using 
RoGAiNE  rated  their  regrowth  as 
moderate  to  dense.  Thirty-six  percent 
reported  minimal  regrowth.  The  rest 
(16%)  had  no  regrowth. 

Side  effects  were  minimal:  7%  of 
those  who  used  Rogaixe  had  itching 
of  the  scalp.  Rogaine  should  only  be 
applied  to  a  normal,  healthy  scalp 
(not  sunburned  or  irritated). 


Make  a  4  to  6 
month  commitment 
to  see  results: 

Studies  indicate  that  at  Icdst  4  months 
of  twice-daily  treatment  with 
Rogaine  are  usually  necessary  before 
there  is  evidence  of  regrowth. 

As  you'd  expect,  if  you  are  older, 
balding  longer,  or  have  a  larger  area  of 
baldness,  you  may  do  less  well. 

Rogaine  is  a  treatment,  not  a  cure. 
So  further  progress  is  possible  only  by 
using  it  continuously.  Some  anecdotal 
reports  indicate  that  if  you  stop  using 
Rogaine,  you  will  probably  shed  the 
newly  regrown  hair  within  a  few 
months. 

Here's  what  you 
should  do: 

lndi\'idual  results  vary  widely.  So 
discuss  your  hair  loss  with  your  doctor 
to  understand  what  you  can  realistically 
expect.  Only  a  doctor  can  prescribe 
Rogaine.  So  see  a  dermatologist  or 
another  doctor  experienced  in 
treating  hair  loss  today.  Why  just 
accept  what  nature  has  handed  you 
when  you  can  tight  back? 

For  more  information,  a  list  of 
doctors  near  you,  and  a  810  certificate 
as  an  incentive  to  visit  your  doctor,  call 
this  toll-free  number:  1-800-685-7586. 
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Fight  back  with  Rogaine' 


Dw  Rogaine 
grows  hair: 


gaine  works  in  part  by  prolonging 
;  growth  phase.  With  more  hairs 
iwing  longer  and  thicker  at  the  same 
ae,  you  may  see  improved  scalp 
/erage. 

Vo  one  can  predict  how  well  Rogaine 
11  work  for  you.  But  research  suggests 
It  patients  having  a  large  number 
.growing  hairs  (at  least  Vs  inch  or 
iger)  seem  to  ha\'e  a  better  response. 
Dermatologists  conducted  12-month 
nical  tests.  After  4  months,  26%  of 
tients  using  Rogaine  reported 
Liderate  to  dense  hair  regrowth. 


Ro^ine' 

Sluton  ^  minoxidil  2% 


The  only  product 
ever  proven 
to  regrow  hair. 


What  is  ROGAINE? 

ROGAINE  Topical  Solution  is  i  prescription  medicine  lor  use  on  the  scalp  thai  is  used  to  treat  a  type  ol  hair  loss  in  men  and  women  known  as  androgenetic 
alopecia  hair  loss  ol  the  scalp  vertex  lop  or  crown  ol  the  head)  in  men  and  diHuse  hair  loss  or  tninning  ol  the  IronI  and  lop  ol  the  scalp  in  women 
ROGAINE  IS  a  topical  lorm  ol  minoxidil,  lor  use  on  the  scalp 

How  effective  is  ROGAINE? 

In  men:  Clinical  studies  with  ROGAINE  ol  over  2,300  men  with  male  pallern  baldness  involving  the  lop  (vertex)  ol  the  head  were  conducted  by  physicians  in 
27  US  medical  centers  Based  on  patient  evaluations  ol  regrowth  at  the  end  ol  4  months,  26%  ol  the  patients  using  ROGAINE  had  moderate  to  dense  hair 
regrowth  compared  with  11%  who  used  a  placebo  treatment  (no  active  ingredient)  No  regrowlh  was  reported  by  41%  ol  those  using  ROGAINE  and  60%  ol 
those  using  a  placebo  By  the  end  ol  1  year,  48%  ol  those  who  continued  to  use  ROGAINE  rated  their  hair  growth  as  moderate  or  better 

In  women:  Clinical  studies  with  ROGAINE  were  conducled  by  physicians  in  11  US  medical  centers  involving  256  women  with  hair  loss  Based  on  patient 
evaluations  ol  regrowth  alter  32  weeks  (8  months),  19%  ol  the  women  using  ROGAINE  had  at  least  moderate  regrowlh  compared  with  7%  ol  those  using  a 
placebo  No  regrowlh  was  reported  by  41%,  ol  the  group  using  ROGAINE  and  60%  ol  the  group  using  placebo 

How  soon  can  I  expect  results  from  using  ROGAINE? 

Studies  show  that  the  response  time  to  ROGAINE  may  diHer  greatly  Irom  one  person  lo  another  Some  people  using  ROGAINE  may  see  results  laster  than 
others  others  may  respond  with  a  slower  rate  ol  hair  regrowth  You  should  not  expect  visible  regrowlh  in  less  lhan  4  months 

How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  IS  a  hair-loss  IreatmenI,  not  a  cure  II  you  have  new  hair  growth,  you  will  need  to  continue  using  ROGAINE  to  keep  or  increase  hair  regrowlh  II  you 
do  not  begin  to  show  new  hair  growth  with  ROGAINE  alter  a  reasonable  period  ol  lime  (at  least  4  months),  your  doctor  may  advise  you  to  discontinue  using 
ROGAINE 

What  happens  if  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

Probably  not  People  have  reported  that  new  hair  growth  was  shed  alter  they  slopped  using  ROGAINE 

How  much  ROGAINE  should  I  use? 

You  should  apply  a  1-mL  dose  ol  ROGAINE  h«ice  a  day  lo  your  clean  dry  scalp,  once  in  Ihe  morning  and  once  at  night  before  bedtime  Wash  your  hands  after 
use  It  your  lingers  are  used  to  apply  ROGAINE  ROGAINE  must  remain  on  Ihe  scalp  tor  at  least  4  hours  to  ensure  penetration  into  the  scalp  Do  not  wash  your 
hair  lor  at  least  4  hours  alter  applying  it  II  you  wash  your  hair  belore  applying  ROGAINE ,  be  sure  your  scalp  and  hair  are  dry  when  you  apply  it  P/ease  Kki 
lo  Ihe  InsUuclions  lot  Use  in  the  package 

What  if  I  miss  a  dose  or  forget  to  use  ROGAINE? 

Do  nol  try  to  make  up  lor  missed  applications  ol  ROGAINE  You  should  restart  your  Iwice-daily  doses  and  return  lo  your  usual  schedule 
What  are  the  most  common  side  effects  reported  in  clinical  studies  with  ROGAINE? 

Itching  and  other  skin  irritations  ol  the  treated  scalp  area  were  the  most  common  side  effects  directly  linked  lo  ROGAINE  in  clinical  studies  About  7  ol  every 
100  people  who  used  ROGAINE  (7%)  had  these  complamls 

Other  side  etiects,  including  light-headedness,  dizziness,  and  headaches,  were  reported  both  by  people  using  ROGAINE  and  by  those  using  the  placebo 
solution  with  no  minoxidil  You  should  ask  your  doctor  to  discuss  side  ellects  ol  ROGAINE  with  you 

People  who  are  extra  sensitive  or  allergic  to  minoxidil,  propylene  glycol,  or  elhanol  should  nol  use  ROGAINE 

ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  of  the  eyes  or  sensitive  skin  areas  II  ROGAINE  accidentally  gets  into 
Ihese  areas,  rinse  the  area  with  large  amounts  of  cool  tap  water  Contact  your  doctor  it  the  irritation  does  not  go  away  II  Ihe  spray  applicator  is  used,  avoid 
inhaling  the  spray 

What  are  some  of  the  side  effects  people  have  reported? 

ROGAINE  was  used  by  3.857  oatients  (347  females)  in  placebo-controlled  clinical  trials  Except  lor  dermatologic  events  (involving  the  skin),  no  individual 
reaction  or  reactions  grouped  by  body  systems  appeared  to  be  more  common  in  the  minoxidil-trealed  patients  lhan  in  placebo-treated  patients 

Dermatologic:  irritant  or  allergic  contact  dermatitis— 7  36%,  Respiraloty:  bronchitis,  upper  respiratory  inlection,  sinusitis— 7 16%,  Gasltolnlesli- 
nal:  diarrhea,  nausea,  vomiting— 4  33%,  Neiirologlc  headache,  dizziness,  taintness,  light-headedness— 3  42%,  Musculosiieietai:  tractures,  back 
pain,  tendinitis— 2  59%,  Cardiovascular:  edema,  chest  pain,  blood  pressure  increases'decreases,  palpitations,  pulse  rate  increases/decreases- 1  53%, 
Allergic:  nonspecilic  allergic  reactions,  hives,  allergic  rhinitis,  lacial  swelling,  and  sensitivity- 1  27%,  Metabolic-Nutritional:  edema,  weight  gam— 
1  24%,  Special  Senses'  coniunclivitis,  ear  inlections,  vertigo— 1 17%,  Genital  Trad:  prostatitis,  epididymitis,  vaginitis,  vulvitis,  vaginal  discharge,' 
Itching— 0  91%,  Urinary  Trad:  urinary  tract  inleclions,  renal  calculi,  urethritis- 0  93%,  Enilocrine:  0  47%,  Psychiatric:  anxiety,  depression,  tatigue— 
0  36%  Hematologic:  lymphadenopathy.  thtombocylopenia— 0  31% 

ROGAINE  use  has  been  monitored  lor  up  to  5  years,  and  there  has  been  no  change  in  incidence  or  severity  ol  reported  adverse  reactions  Additional 
adverse  events  have  been  reported  since  marketing  ROGAINE  and  include  eczema,  hypertrichosis  (excessive  hair  growth),  local  erythema  (redness), 
prurilus  (itching),  dry  skin.'scalp  llaking,  sexual  dyslunclion,  visual  disturbances,  including  decreased  visual  acuity  (clarity),  increase  in  hair  loss,  and 
alopecia  (hair  loss) 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Serious  side  ellecis  have  nol  been  linked  to  ROGAINE  in  clinical  studies  However,  it  is  possible  that  Ihey  could  occur  it  more  than  the  recommended  dose  ol 
ROGAINE  was  applied,  because  the  aclive  ingredient  in  ROGAINE  is  Ihe  same  as  that  in  minoxidil  tablets  These  etiects  appear  lo  be  dose  related,  that  is, 
more  effects  are  seen  with  higher  doses 

Because  very  small  amounts  of  minoxidil  reach  Ihe  blood  when  Ihe  recommended  dose  ol  ROGAINE  is  applied  lo  the  scalp,  you  should  know  about  certain 
ellects  that  may  occur  when  the  tablet  lorm  ol  mmoxidil  is  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries, 
an  ellecl  called  vasodilation  Vasodilation  leads  to  tluid  retention  and  taster  heart  rale  The  lollowmg  ellects  have  occurred  in  some  patients  taking  minoxidil 
tablets  tor  high  blood  pressure 

Increased  heail  file  some  patients  have  reported  that  Iheir  resting  heart  rate  increased  by  more  than  20  heals  per  minute 

Salt  snd  wHei  relenlion  weight  gam  ol  more  than  5  pounds  in  a  short  period  ol  time  or  swelling  ol  Ihe  lace,  hands,  ankles,  or  stomach  area 

Problems  brealhing  especially  when  lying  down,  a  result  ol  a  buildup  ol  body  lluids  or  lluid  around  Ihe  heart 

Worser]ing  or  new  iltsd  ol  angini  peclons  briel,  sudden  chest  pain 

When  you  apply  ROGAINE  to  normal  skin,  very  litlle  minoxidil  is  absorbed  You  probably  will  nol  have  the  possible  ellecis  caused  by  minoxidil  tablets 
when  you  use  ROGAINE  II,  however,  you  experience  any  ol  the  possible  side  ellects  listed  above,  stop  using  ROGAINE  and  consult  your  doctor  Any  such 
ellecis  would  be  most  likely  il  ROGAINE  was  used  on  damaged  or  inllamed  skin  or  in  greater  lhan  recommended  amounts 

In  animal  studies,  minoxidil,  m  much  larger  amounts  than  would  be  absorbed  Irom  topical  use  (on  skin)  in  people,  has  caused  important  heart-structure 
damage  This  kind  ol  damage  has  nol  been  seen  in  humans  given  minoxidil  tablets  tor  high  blood  pressure  at  eflective  doses 

What  factors  may  increase  the  risit  of  serious  side  effects  with  ROGAINE? 

People  with  a  known  or  suspected  heart  condition  or  a  tendency  lor  heart  lallure  would  be  at  particular  risk  it  increased  heart  rale  or  lluid  retention  were  to 
occur  People  with  these  kinds  ol  heart  problems  should  discuss  Ihe  possible  risks  ol  treatment  with  then  doctor  il  they  choose  to  use  ROGAINE 

ROGAINE  should  be  used  only  on  the  balding  scalp  Using  ROGAINE  on  other  parts  ol  Ihe  body  may  increase  minoxidil  absorption,  which  may  increase  the 
chances  ol  having  side  etiects  fou  should  not  use  ROGAINE  it  your  scalp  is  irritated  or  sunburned,  and  you  should  not  use  it  it  you  are  using  other  skin 
treatments  on  your  scalp 

Can  people  with  high  blood  pressure  use  ROGAINE? 

Most  people  with  high  blood  pressure,  including  those  taking  high  blood  pressure  medicine,  can  use  ROGAINE  but  should  be  monitored  closely  by  their 
doctor  Patienis  taking  a  blood  pressure  medicine  called  guanelhidine  should  not  use  ROGAINE 

Should  any  precautions  be  followed? 

People  who  use  ROGAINE  should  see  their  doctor  1  month  alter  starting  ROGAINE  and  at  least  every  6  months  therealter  Stop  using  ROGAINE  it  any  ol  the 
lollowmg  occur  salt  and  water  retention,  problems  breathing,  laster  heart  rate,  or  chest  pains 

Do  nol  use  ROGAINE  it  you  are  using  other  drugs  applied  lo  the  scalp  such  as  corticosteroids,  retinoids,  pelrolalum,  or  agents  that  might  increase 
absorption  through  the  skin  ROGAINE  is  lor  use  on  Ihe  scalp  only  Each  1  ml  ol  solulion  conlains  20  mg  minoxidil,  and  accidental  ingestion  could  cause 
unwanted  effects 

Are  there  special  precautions  for  women? 

Pregnanl  women  and  nursing  mothers  should  not  use  ROGAINE  Also,  its  etiects  on  women  during  labor  and  delivery  are  not  known  Ellicacy  in 
postmenopausal  women  has  not  been  studied  Studies  show  the  use  ol  ROGAINE  will  not  allect  menstrual  cycle  length,  amount  ol  How,  or  duration  oi  Ihe 
menslrual  period  Discontinue  usmg  ROGAINE  and  consult  your  doctor  as  soon  as  possible  il  your  menslrual  period  does  not  occur  at  Ihe  expected  time 

Can  ROGAINE  be  used  by  children? 

No,  the  salely  and  ellecliveness  ol  ROGAINE  has  nol  been  tested  in  people  under  age  18 
Cayttcn:  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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ing  its  expansion  franchises,  basi; 
has  perpetuated  the  rich-team,  ; : 
team  dichotomy  that  plagues  its  e  i 
lished  teams. 

In  Coming  Apart  at  the  Seants:  : 
Baseball  Owners,  Players  and  Telec  \ 
Executives  Have  Led  Our  National 
time  to  the  Brink  of  Disaster,  sw 
nancial  disparities  are  but  part  of  1 
ball's  problems.  Beginning  their  > 
nology  with  Peter  Ueber-roth's  a- 
sion  to  the  commissioner's  office  in 
Sands  and  Gammons  examine  the 
tire  catalog  of  calamities:  greedy  o\\  i 
mercenary  players,  the  clouded  out 
for  broadcast  revenues,  and  the  e\'i: 
ation  of  the  commissioner's  office  tha 
curred  when  the  owners  canned 
Vincent  last  Labor  Day.  If  the  aut 
want  to  leave  I'eaders  incredulous  at 
sorry  state  of  the  game,  they  succe 

But  Sands  and  Gammons  make  an 
fortunate  editorial  decision.  They 
and  end  with  a  fanciful  prophecy  al 
the  game  in  the  year  2000.  Their  1 
cast  has  Commissioner  Mario  M.  ( 
mo  presiding  over  the  World  Seric 
baseball  Chief  Executive  Michael  D. 
ner,  "former"  Walt  Disney  Co.  chain 
gives  a  glowing  report  on  the  U.  S 
pan  Summit  Series.  Some  of  this  rt 
come  to  pass,  but  the  crystal-ball  at 
undercut  the  theme  of  inevitable 
cline.  And,  even  within  the  main  nai 
five,  frequent  flashbacks  and  fast-' 
wards  leave  the  reader  with  a  se\| 
case  of  time-travel  whiplash.  j 

By  conti'ast,  Feinstein's  Play  Ba 
practically  enslaved  to  the  clock's  tici 
it  traces  a  season  from  spring  trainin 
the  fall  classic.  Included  are  brief  pro 
of  all  the  sport's  di'amatis  pei'sonae: 
athletes,  the  owners,  the  media.  W 
some  of  his  stories  touch  on— 
again— the  greed  of  owners  and  play 
Feinstein  doesn't  deliver  the  analysi 
lite  Life  and  Troubled  Times  of  Mi 
League  Baseball  that  his  subtitle  proi 
es.  Indeed,  he  can't  seem  to  focus.  F 
stein  uses  the  fly-on-the-wall  appro 
that  served  him  so  well  in  Season 
the  Brink  and  Hard  Courts,  but 
sprawl  of  a  baseball  season  seemt 
overwhelm  him.  The  result  is  a  smorj 
liord  of  anecdotes  that  leaves  the  rea 
more  teased  than  satisfied. 

That,  in  a  way,  is  how  modern  li; 
liall  leaves  you.  As  Sands  and  Gamm 
lament,  "the  simple  confrontation 
tween  a  pitcher  and  a  batter  is  today 
less  significant  than  confrontations  o 
huge  sums  of  money."  There's  enoi 
left  of  the  grand  old  game  to  keep 
interested,  but  rarely  do  owners,  pi 
ers,  or  fans  find  real  satisfaction. 

BY  DAVID  GREISI 
Chicago  correspondent  Greising  has  < 
e)-ed  baseball's  woes  for  BUSINESS  WE 
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Economic  Viewpoint 


THIS  JUST  MIGHT  BE 

THE  DREAM  TEAM  OF  ECOHOMICS 


BY  ROBERT  KUHNER 


Tyson's  Council  of 
Economic  Advisers 
promises  not  only  to 
expand  public 
comprehension  of 
the  dismal  science 
but  also  to  influence 
the  profession's 
sense  of  its  own 
mission 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  lAISSEZ-FAIRE 


With  the  addition  of  Stanford  Univer- 
sity economist  Joseph  E.  Stiglitz  to 
the  Council  of  Economic  Advisers, 
the  White  House  has  a  team  that  could  revolu- 
tionize not  just  economic  policy  but  also  the 
economics  profession.  When  Laura  D' Andrea 
Tyson  was  named  to  chair  the  council,  there 
was  a  great  deal  of  carping  by  the  profes- 
sion's old  boys.  Tyson,  they  said,  was  not  suf- 
ficiently mainstream  and  lacked  the  distinc- 
tion to  attract  eminent  economists  to  serve 
with  her.  On  both  counts,  that  initial  reaction 
could  not  have  been  more  wrong. 

Ti-ained  at  Massachusetts  Institute  of  Tech- 
nology, Tyson  is  a  PhD  economist  in  good 
standing.  But  she  is  attractively  unorthodox  in 
two  key  respects.  First,  she  studies  economic 
phenomena  by  seeing  how  industries  and  com- 
panies actually  work,  not  by  building  algebra- 
ic models  of  how  they  ought  to  work.  And 
second,  she  Vjelongs  to  a  much-maligned  school 
of  the  pi'ofession  that  works  in  the  tradition  of 
"imperfect  competition."  Such  economists  dis- 
pute the  standard  claim  that  most  economic 
phenomena  can  l)e  understood  by  assuming 
that  supply  and  demand  work  smoothly  to 
steer  resources  to  their  optimal  uses. 

Ty.son's  specialty  is  trade  policy,  where 
the  standard  model  of  supply  and  demand  is 
just  not  very  helpful.  In  the  days  of  British 
economist  David  Ricardo,  who  devised  the 
theory  of  comparative  advantage  in  1817,  most 
trade  could  indeed  be  understood  as  countries 
exploiting  natural  advantages.  Today,  most 
ti'ade  in  advanced  goods  has  almost  nothing  to 
do  with  natural  advantages  and  everything 
to  do  with  created  ones.  For  example,  if  the 
Pentagon  helps  the  U.  S.  gain  a  lead  in  aircraft 
production  and  Europe  responds  by  subsidizing 
the  creation  of  Airbus,  the  outcome  is  far  re- 
moved from  the  model  of  "perfect  competi- 
tion." The  same  is  true  for  trade  in  semicon- 
ductors, supercomputers,  biotech,  and  other 
products  where  cumulative  knowledge,  econo- 
mies of  scale,  militai'y  spinoffs,  and  who  got 
there  first  tell  the  real  story. 
STRONG  RECRUITS.  Despite  the  claim  by  critics 
that  she  would  fail  to  recruit  colleagues  of 
stature,  Tyson  enlisted  Alan  Blinder,  a  widely 
respected  macroeconomist  (and  BUSINESS  WEEK 
columnist).  As  readers  will  recall,  Blinder's 
iirand  of  macroeconomics  stresses  the  need 
for  higher  rates  of  investment  and  growth, 
not  budget  balance  as  an  end  in  itself.  And 
Blinder,  unlike  some  of  his  macroeconomic 
brethren,  shares  Tyson's  view  that  the  institu- 
tional variations  in  different  forms  of  capital- 
ism explain  much  about  competitiveness. 

Now,  with  the  further  addition  of  Stiglitz, 
Tyson's  council  acquires  tfie  profession's  closest 


thing  to  a  general  theorist  of  imperfect  ! 
tition.  Stiglitz'  own  prodigious  body  of  - 
ly  work  deals  with  the  crucial  details 
nomic  life  that  standard  economics  1 1 
assume  away.  Undergi'aduates  are  taugi 
situations  where  markets  fail  to  optimi: 
comes  are  "externalities."  These  are  dis 
as  special  cases:  They  resist  formal  nn 
and  spoil  the  paradigm  the  professor  is 
to  instill  in  students.  But  in  the  real  wdi 
products  and  services  that  market- 
wrongly  (and  hence  overproduce  or  um 
duce)  include  research  and  developmeii 
cation,  health,  pollution,  and  national  di 
Another  condition  of  the  standard  modi 
real  economic  life  belies  is  the  assumpia 
"perfect  information."  In  the  real  world 
nesses  make  disastrous  mistakes  or 
windfall  gains  that  are  not  instantly  re 
l)y  market  forces. 

MARKET  GUIDE.  "Market  failures  are 
sive,"  Stiglitz  wrote  in  a  paper  for  the 
gious  National  Bureau  of  Economic  Res 
"They  arise  in  all  aspects  of  economic  1 
this  is  true,  it  follows  that,  under  the  rig 
cumstances,  government  regulation  can 
times  improve  on  the  outcomes  of  n 
forces. 

"The  assertion  that  the  government  ( 
no  better  than  the  market  is  simply 
Stiglitz  said  in  his  1989  book.  The  Ecc 
Role  of  the  State.  "Governments  will  intf 
when  markets  fail  to  meet  .social  need, 
the  economist's  I'ole  is  to  guide  them  to 
standing  when  and  how  government  inti 
tion  is  likely  to  l)e  most  helpful."  As  the 
cil  memljer  responsil)le  for  microecon 
and  regulation,  Stiglitz  will  have  a  cha: 
offer  insights  on  an  array  of  practical  is 

This  council  gives  the  Clinton  Admir 
tion  a  coherent  philosophical  groundi 
which  to  build  an  economic  strategy  th 
claims  a  constructive  role  for  govern 
More  than  any  CEA  since  John  Kenn 
which  included  James  Tobin  and  Walter  1 
Tyson's  council  promises  both  to  improv( 
lie  gi'asp  of  the  di.smal  science  and  to  infi 
the  profession's  conception  of  its  own  mi 

By  the  time  its  work  is  done,  one 
that  a  whole  generation  of  economics  sti; 
will  be  investigating  the  organization  ol 
world  industries,  comparing  the  benef 
different  strategies  of  intervention,  ev 
ing  the  impact  of  strategic  trade,  and 
mitting  countless  other  heresies  in  gooc 
science.  We  may  even  see  a  day 
knowledge  of  actual  companies  and  indu 
is  the  important  credential  for  an  econ( 
The  character  who  can  only  build  model 
be  the  dunce. 
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ECONOMIC  VI 


conomic  Trends 


BY  GENE  KORETZ 


A  CORPORATI-TAX 
HIKE:  THE 
WRONG  MEDICIHE? 

Supporters  of  President  Clinton's  pro- 
posal to  raise  the  tax  rate  on  corpo- 
rate jjrofits  by  two  percentage  points 
argue  that  it  will  mainly  affect  affluent 
members  of  society.  But  economist 
Roger  E.  Brinner  at  DRi/McGraw-Hill 
argues  that  this  is  a  shortsighted  view, 
not  only  because  a  broad  cross  section  of 
Middle  America  has  equity  stakes  in 
U.  S.  corporations— either  directly  or  in- 
dii'ectly  through  jjension  funds  and  other- 
vehicles— but  because  raising  business- 
tax  rates  actually  runs  counter  to  the 
President's  goal  of  boosting  U.  S.  invest- 
ment and  living  standards. 

"In  today's  intensely  comjietitive  glo- 
bal market,"  says  Brinner,  "any  nation 


TAXING  CORPORATE  PROFITS: 
HOW  THE  U.S.  STACKS  UP 
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trying  to  extract  higher  profits  taxes 
will  exjjerience  capital  flight,  and  this 
depresses  wages  and  job  opportunities 
lor  its  citizens."  The  increased  inobility 
of  technology  and  capital  across  national 
bordei's  and  the  shoil  lives  of  modei'ii 
cajiital  eciuijjmeTTt  have  made  it  impei-a- 
tive  foi-  multinational  c(.)mpanies  battling 
foi-  global  market  share  to  constantly 
seek  the  most  hospital)le  investment  cli- 
mates. And  local  business  taxes  are  a 
key  factor  in  .such  investment  decisions. 

Although  U.  S.  corporate-tax  rates 
appear  to  be  relatively  attractive  com- 
pared with  many  other  industi'ial  coun- 
tries, Brinnei'  points  out  that  such  ap- 
I)earances  are  decei)tive.  According  to 
a  I'ecent  I'eport  fi'om  the  Organization 
for  Economic  Cooi)erati(jn  &  Develop- 


ment (oECD),  nominal  statutory  profits- 
tax  rates  among  the  Group  of  Seven  na- 
tions vary  widely,  with  the  U.  S.  rate 
of  38.3%  (combining  federal,  state,  and 
local  levies)  falling  far  below  the  48%- 
plus  rates  of  Italy,  Gei-many,  and  Japan. 

But  nominal  .statutory  rates  are  a 
fai'  cry  from  actual  effective  tax  rates, 
which  reflect  special  i)i"ovisions  that  may 
blunt  their  impact.  In  particular,  the  re- 
port notes  that  most  OKCI)  nations  have 
taken  steps  to  reduce  or  eliminate  the 
double  taxation  of  dividends  that  chai'ac- 
terizes  the  U.  S.  system.  Factoring  in 
the  effects  of  such  steps  and  other  meas- 
ures benefiting  investors,  Brinner  cal- 
culates that  the  profits-tax  burden  for 
the  U.  S.  is  actually  significantly  higher 
than  those  of  other  major  industrial  na- 
tions (chart).  Among  the  G-7,  only  Cana- 
da has  a  higher  effective  rate. 

Boosting  corporate-tax  rates,  warns 
Bi'innei',  will  only  worsen  America's  com- 
petitive tax  disadvantage.  Instead,  the 
U.  S.  should  follow  the  lead  of  other  na- 
tions by  reducing  the  doul)le  taxation 
of  profits  and  placing  more  emphasis  on 
l)road-based  consumption  taxes.  "If  our 
object  is  t(j  encourage  more  investment," 
he  says,  "raising  the  profit-tax  rate  is 
like  shooting  ourselves  in  the  foot." 


HOW  INSIDERS  CUT 
THEIR  LOSSES  WHEN 
BANKRUPTCY  lOOMS 

Although  most  shareholders  take  a 
huge  hit  when  a  company  files  a 
Chapter  11  bankruptcy  petition,  corpo- 
rate insiders  tend  to  avoid  much  of  the 
pain.  That's  the  conclusion  of  a  new 
study  of  insider  trading  at  companies 
listed  on  the  New  York  and  American 
Stock  Exchanges  that  sought  Chapter 
11  protection  fi-om  197.5  to  1991. 

Focusing  on  the  three  years  preced- 
ing a  bankruptcy  filing,  researchei's  H. 
Nejat  Seyhun  and  Michael  Bradley  of 
the  University  of  Michigan  School  of 
Business  Administration  found  that  insid- 
er selling  at  companies  headed  for  bank- 
I'uptcy  exceeds  insider  stock  sales  at 
similar  companies  that  do  not  file.  More- 
over, selling  tends  to  escalate  and  be 
more  highly  concentrated  among  presi- 
dents and  chairpersons  as  banki'uptcy 
nears.  By  contra.st,  such  selling  tyjjically 
stops  completely  in  the  30  days  just 
prior  to  a  bankruptcy  filing,  a  period 
subject  to  heavy  regulatory  scrutiny. 

All  of  this,  say  Seyhun  and  Bradley, 
suggests  that  "a  law  designed  to  pro- 
tect firms  from  inefficient  liquidations 
during  unforeseen  downturns  has  in- 
stead become  a  strategy  to  protect  cor- 
porate officers  at  the  expense  of  other 


shareholdei's."  By  selling  off  their  i 
ings  as  a  bankruptcy  approaches,  « 
say,  insiders  reduce  their  incentive! 
maximize  corporate  performance  am  ' 
sure  a  company's  survival. 


A  COMING  DROP  IN  CAI 
OUTPUT  SIGNALS 
SLOW  GROWTH  AHEAD 

Although  economic  growth  has  i 
coa.sting  at  around  a  3%  clip  in 
first  quarter,  it  will  slow  sharpl\ 
1.5%,  in  the  second,  says  First  Naii 
Bank  of  Chicago  economist  Diam 
Swonk.  A  major  reason:  Motor-vd 
output,  which  added  1..5%  to  gross 
mestic  product  in  the  first  quarte;-, 
subtract  a  like  amount  in  the  secon 
Part  of  that  was  already  in  the  c; 
Swonk  says,  because  the  Big  Thvv< 
makers  are  implementing  some  ni 
changeovers  in  the  second  quartc 
get  an  early  start  on  building  new-m 
inventories  before  union  contracts 
pire  on  Sept.  30.  Thus,  first-quarter 
put  was  hyped  in  anticipation  of  the 
ond-quarter  pause. 

Now,  because  of  sluggish  vef 
sales  so  far  in  1993,  Swonk  expects 
ond-cjuarter  output  to  be  cut  even  n 
than  planned.  And  the  impact  on 
ported  economic  growth  will  be  ej 
gerated  because  seasonal  adjustm^ 
assume  that  auto  production  is  stroij 
in  the  second  quarter  than  the  first 


AND  THE  BEST  YOUNG 
ECONOMIST  IS . . . 
LAWRENCE  SUMMERS 

Economist  Lawrence  H.  Summers  i 
have  missed  out  on  the  nation's  n 
high-profile  economic  job— environn 
talists  scotched  his  candidacy  to  e 
President  Clinton's  Council  of  Econc 
Advisers— but  his  professional  pt 
have  softened  the  blow.  Next  moi 
the  American  Economics  Assn.  will 
nounce  that  Suminers  has  won  the  J 
Bates  Clark  Medal,  awarded  biannu 
to  the  best  economist  under  age  40. 

The  prize  recognizes  the  breadtl 
the  former  Harvard  University  pro 
sor's  work  on  tax  policy  and  labor 
financial  inarkets.  Summers,  38,  is  i 
making  policy  as  Ti-easury  Dept.  Uni 
secretary  for  International  Affairs  a 
a  stint  as  chief  economist  of  the  Wi 
Bank,  where  he  stirred  controversy 
signing  a  memo  as.serting  that  it  mi 
make  economic  sense  for  industrial 
tions  to  pay  "underpolluted"  develoj 
nations  to  accept  toxic  waste. 
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1993 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


[  IIS  ECONOMY  CAN  HANDLE 
i  IME  BAD  TRADE  NEWS 


,he  Commonwealth  of  Independent  States  is  in  crisis. 
Europe  and  Japan  are  in  recession.  Germany  is  cut- 
ting interest  rates.  The  U.  S.  has  a  new  President 
new  poHcies.  And  the  dollar  is  being  blown  this 
ind  that.  All  the  while,  the  outlook  for  U.  S.  foreign 
hangs  in  the  balance.  How  does  it  all  shake  out? 
re's  the  bottom  line:  Expect  the  U.  S.  trade  deficit  in 
to  widen  for  the  second  year  in  a  row.  The  drag  on 
conomy  will  not  be  serious,  though.  A  bigger  trade 
vill  likely  shave  a  few  tenths  of  a  percentage  point  off 
imic  growth  this  year.  But  with  the  domestic  econo- 
nproving,  the  loss  will  not  be  unbearable. 

The  surprise  could  be  in  the 
mix  of  exports  and  imports.  The 
conventional  wisdom  is  that 
weakness  in  the  European  econo- 
mies, caused  by  tight  monetary 
policy  in  Germany,  will  depress 
U.  S.  export  growth,  while  the 
recovery  here  at  home  sucks  in 
more  imports. 

However,  exports  may  not 
slow  down  at  all  because  of  vig- 
orous demand  from  Latin  Amer- 


tm  EXPORTS 
E  NOW  HEADED 
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nd  the  Pacific  Rim.  At  the  same  time,  imports  might 
out  to  be  a  much  bigger  problem  than  generally 
doned.  Not  only  are  more  foreign  goods  now  coming 
:'e,  but  also,  imports  continue  to  grab  an  increasing 
'  of  domestic  markets  (charts). 

IPMENTS    Even  as  the  major  economies  have  tum- 
EUROPE    bled  into  recession,  U.  S.  exports  are  hold- 
NTINUE      ing  up  surprisingly  well.  True,  merchan- 
DROP       (ijgg  exports  fell  by  6.7%  in  January,  to 
million,  widening  the  trade  gap  for  the  month  to  $7.3 
n,  up  fi'om  $6.9  billion  in  December.  But  after  adjust- 
for  price  changes,  exports  are  still  growing  at  the 
i  7%-to-8%  annual  clip  they  have  posted  for  the  past 
.  And  exports  should  continue  to  grow  at  that  healthy 
during  the  rest  of  1993. 

lis  upbeat  outlook  didn't  seem  likely  just  a  few 
ths  ago.  Recession  in  Britain  and  reunification  of  Ger- 
y  had  severely  dampened  economic  growth  in  Eu- 
.  Indeed,  U.  S.  shipments  to  Europe  have  been  falling 
I  year  now.  On  the  other  side  of  the  globe,  the  slump 
apan  is  also  cutting  into  its  purchases  of  foreign 
Is.  After  rising  strongly  until  early  1991,  U.  S.  ex- 
s  to  Japan  have  since  tumbled  about  15%. 
),  why  haven't  total  exports  hit  the  skids  as  well? 


U.  S.  producers  can  thank  the  newly  industrialized  coun- 
tries on  the  Pacific  Rim  and  in  Latin  America  for  a  shift  in 
U.S.  export  markets.  In  the  year  ended  in  January,  ex- 
ports to  the  Pacific  countries,  excluding  Japan,  were  up 
11%  from  the  same  period  a  year  earlier,  while  ship- 
ments to  Latin  America  have  soared  17%.  Together,  these 
two  regions  took  35%  of  last  year's  exports,  up  from  30% 
in  1989.  Meanwhile,  the  share  of  U.  S.  exports  going  to 
Europe  has  decUned  from  30%  to  26%. 

Hot  demand  for  U.  S.  goods  partly  reflects  the  shift  to- 
ward overseas  operations  by  American  manufacturers. 
Companies  are  sending  U.  S.-made  components  and  mate- 
rials to  assembly  plants  in  lower-wage  countries.  Howev- 
er, the  rise  is  also  fueled  by  the  booming  economies  in 
many  of  the  developing  countries,  where  huge  infrastruc- 
ture needs  and  a  growing  middle  class  are  lifting  de- 
mand for  both  capital  and  consumer  goods. 

I MORE  Looking  ahead,  exporters  to  Europe  may 

GERMAN  finally  see  some  improvement,  possibly 
RATE  CUTS  by  the  end  of  this  year.  Britain  already 
ARE  LIKELY  shows  signs  of  recovery,  and  the  German 
Bundesbank's  recent  one-half-percentage-point  cut  in  its 
discount  rate,  to  7.5%,  is  likely  to  be  followed  by  further 
easing  moves.  Lower  interest  rates  will  enable  a  broad 
European  recovery  to  take  hold  by  1994. 

Japan's  problems— which  are 
both  cyclical  and  structural— may 
take  longer  to  cure.  That  means 
fewer  U.  S.  export  opportunities 
and  more  protectionist  saber-rat- 
tling in  Washington,  especially 
since  Japan  will  likely  post  its 
largest-ever  current-account  sur- 
plus in  1993.  But  by  the  time  Ja- 
pan restructures  its  economy, 
Mexico  could  very  well  replace 
that  nation  as  the  second -largest 
market  for  U.  S.  goods,  after  Canada. 

For  1993,  solid  export  gains  will  add  an  extra  dash  to 
industrial  output  even  as  domestic  demand  provides  its 
own  lift.  The  combination  of  foreign  and  domestic  purchas- 
es was  evident  from  the  latest  news  from  manufacturers 
of  durable  goods.  New  orders  rose  by  a  higher-than-ex- 
pected  2.2%  in  February,  and  excluding  the  downsizing 
military,  orders  rose  a  healthier  4.1%. 

Some  of  these  orders— especially  for  aircraft— were  like- 
ly placed  by  foreign  buyers.  However,  increased  invest- 
ment in  capital  machinery  by  U.  S.  companies  is  also 
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helping  to  boost  overall  demand.  Although  notoriously 
volatile,  new  orders  for  nondefense  capital  goods  showed 
little  movement  for  most  of  1992.  But  since  October,  they 
have  been  rising  steadily  (chart). 


RISING  DEMAND 
FOR  CAPITAL  GOODS 


(IMPORTS  It's  a  good  thing  that  the  outlook  for  ex- 
FIRM  UP  ports  remains  bright.  The  other  side  of 
THEIR  U.S.  the  U.  S.  trade  ledger  is  a  different  story. 
FOOTHOLD  Imports  continue  to  hit  U.  S.  shores  at 
an  accelerating  pace.  Merchandise  imports  did  fall  by 
4.8%  in  January,  to  $44.3  biUion,  but  the  trend  is  not  fa- 
vorable. Adjusted  for  prices,  the  annual  tally  of  foreign 
goods  is  up  about  11%  from  the  year-earlier  level.  That's 
considerably  faster  than  the  pace  of  a  year  ago. 

An  improving  U.  S.  economy 
is  mainly  responsible  for  that 
speedup.  However,  a  more  wor- 
risome trend  continues  to  devel- 
op. Foreign  producers  are  gain- 
ing an  ever-stronger  foothold  in 
the  U.  S.  Imports'  share  of  do- 
mestic demand  stood  at  23.5% 
in  the  final  quarter  of  1992,  up 
sharply  from  20.3%  at  the  end  of 
the  recession  in  the  first  quarter 
of  1991. 

One  reason  is  the  surge  in  capital  spending  here  in 
the  U.  S.,  led  by  investment  in  high-tech  infonnation-pro- 
cessing  and  other  office  equipment.  For  example,  of  the 
S33.6  billion  increase  in  outlays  for  computers  and  pe- 
ripherals since  the  end  of  the  recession,  imports  have 
accounted  for  one-third  of  the  gain. 

It's  Uttle  wonder,  then,  that  imports  of  all  nonauto  cap- 
ital goods  commanded  nearly  a  46%  share  of  overall  out- 
lays for  capital  equipment,  excluding  autos,  in  last  year's 
fourth  quarter.  That  share  is  up  sharply  from  just  over 
38%  during  the  first  quarter  of  1991.  One  implication: 
President  Clinton's  proposed  investment  tax  credit  could 
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end  up  subsidizing  a  great  deal  of  foreign  produci 
The  dollar  won't  help  the  trade  picture.  The  g? 
back's  trade-weighted  foreign-exchange  value  has  rist 
16%  since  August.  A  stronger  U.  S.  currency  makes  A; 
ican  goods  more  expensive  abroad  and  foreign  ^> 
cheaper  here  at  home.  And  despite  its  weakening  a'^ 
the  Japanese  yen,  the  trade-weighted  dollar  will 
likely  strengthen  further,  as  it  takes  its  cue  more  fror 
German  mark  than  fi'om  the  yen  (chart). 
Tlie  gi'eenback  should  rise  fur-  ! 


CROSSCURREN 
BUFFH  THE  DOI 
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ther  against  the  mark  because 
of  narrowing  differentials  in 
short-term  interest  rates  be- 
tween the  U.  S.  and  Germany 
and  because  near-term  prospects 
for  the  U.  S.  economy  are  bet- 
ter than  those  in  Germany.  How- 
ever, the  dollar  is  hkely  to  con- 
tinue to  weaken  against  the  yen. 
Japan  needs  a  strong  yen  to  re- 
dress its  huge  current-account 
surplus,  and  troubled  Japanese  banks  need  it  to  shrinl 
value  of  their  overseas  liabilities 

Political  turmoil  in  Russia  is  unlikely  to  cause  ma 
disruptions  that  could  alter  world  trade  flows.  Fina 
markets  around  the  world  already  appear  to  have  pi 
in  everything  up  to  an  outright  civil  war.  But  in  the 
term,  all  the  churning  could  add  more  muscle  to  the 
lar,  especially  relative  to  the  European  currencies. 

Even  in  the  face  of  a  deteriorating  trade  balance,  1 
ever,  the  Clinton  Administration  finds  itself  with  s 
new  international  bargaining  power.  First,  the  U.  S 
boast  of  plans  to  cut  its  budget  deficit,  which  other  c 
tries  had  criticized  for  years  because  of  its  distorting  i 
ence  on  world  capital  flows.  And  second,  with  the  Ai 
ican  economy  now  recovering,  the  rest  of 
industrialized  world  needs  the  U.  S.  to  play  its  traditi 
role  as  the  locomotive  of  world  growth. 


THE  WEEK  AHEAD 


HEW  SINGLE-FAMILY  HOME  SALES 

Monday,  Mat:  29,  10  cum. 
New  homes  probably  sold  at  an  annual 
rate  of  600,000  in  February,  after  the 
561,000  pace  in  January. 

PERSOHAL  INCOME  

Monday,  Mar.  29,  10  cum. 
Personal  income  likely  rose  by  0.5%  in 
February,-  the  same  gain  as  in  January. 
Consumer  spending,  which  edged  up 
only  0.3%  in  January,  probably  posted  a 
0.4%  increase  in  the  next  month. 

LEADING  INDICATORS  

Wednesday,  Mar.  31,  8:30  cum. 

The  government's  composite  index  of 

leading  indicators  probably  advanced  by 


0.3%  in  February,  forecast  economists 
polled  by  McGraw-Hill  Inc.'s  MMS  Inter- 
national. That  follows  a  small  0,1%  uptick 
in  January, 

FACTORY  INVENTORIES  

Wednesday,  Mar.  31,  10  cum. 
Manufacturing  inventories  probably 
showed  little  change  in  February.  That's 
suggested  by  the  small  increase  in  facto- 
ry output  for  the  month.  In  January, 
inventories  dropped  0.2%, 

CONSTRUCTION  SPEHDING  

Thursday,  Apr.  1,  8:30  cum. 
Construction  spending  likely  rose  0.7%  in 
February,  Severe  winter  weather  and 
floods  caused  building  problems  in  Janu- 
ary when  outlays  fell  1,3%, 


NAPM  SURVEY 


Thursday,  Apr.  1,  10  cum. 
The  National  Association  of  Purcha 
Management's  index  of  business  act 
likely  slipped  to  55.4%  in  March,  i 
55.8%  in  February,  says  the  MMS  re] 


EMPLOYMEHT 


Friday,  Apr.  2,  8:30  cum. 
The  median  MMS  forecast  calls  fi 
UO.CKX)  rise  in  nonfarm  jobs  in  Ma 
However,  the  blizzard  hit  the  East  C 
on  Mar,  13-14.  Business  closings, 
work  stoppages  at  construction  si 
suggest  that  hiring  was  much  wea 
especially  after  a  365,000  jump  in  jol 
February.  The  unemplovmient  rat 
March  Hkelv  stayed  at  February's  ' 
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We  believe  they  should  be 


seen  and  not  heard 


In  a  perfect  world,  planes  would  soar  as  silently 
as  the  one  on  this  page.  And  while  nobody's 
perfect,  we  at  Lufthansa  have  always  led  the 
way  on  environmental  issues.  We're  intensely 
involved  in  the  development  of  new  aircraft, 
investing  billions  of  dollars  to  update  our  fleet. 
Replacing  older  planes  with  newer  ones 
designed  to  be  tar  more  quiet.  Today  Lufthansa 
planes  have  an  average  age  of  just  five  years. 
Which  puts  us  among  the  youngest  in  the  air 
Our  new  aircraft  produce  just  a  fraction  of  the 
noise  compared  to  their  predecessors  and  are 
infinitely  more  fuel  efficient.  And  fewer  emissions 
result  in  less  pollution.  It  may  not  be  perfection, 
but  it's  our  passion  to  pursue  it  that  can  make  all 
the  difference  in  the  world. 

A  passion  for  perfection®  Lufthansa 


For  reservations  or  intormation  call  1  -800-645-3880  or 

see  your  Travel  Agent  Lufthansa  is  a  participant  in  the  mileage 

programs  of  United.  Delta  and  USAir 


EXECUTIVE  SUITE 


FAITH 


STRANGER 

AS  AN  OUTSIDER  AND  NON-TECHIE, 
LOU  GERSTNER  BREAKS  THE  MOLD 


M  SS  Avid  golfer  Lou  Gerstner  will  have 
_  Sge^  particular  reason  to  remember  this 

"^^cTs  year's  Xabisco  Dinah  Shore  Ladies' 
Professional  Golf  Assn.  tournament. 
As  CEO  of  H-Ii;  Xabisco  Holdings  Corp.,  he  has  presid- 
ed over  the  event  for  years.  This  will  be  his  last 
During  the  tournament,  he  informed  three  partners  ol 
Kohlberg  Kravis  Roberts  &  Co..  FUR's  largest  share- 
holder, that  he's  stepping  down.  The  KKH  partners — 
Henry  R.  Kravis,  George  R.  Roberts,  and  Paul  E. 
Raether— could  not  talk  Gerstner  into  sticking  with 
the  food-and-tobacco  giant.  On  the  morning  of  Mar. 
24,  an  FUR  corporate  jet  lifted  off  the  ground  near 
Rancho  Mirage,  Calif.,  and  Louis  V.  Gerstner  Jr.,  51. 
headed  toward  his  future — as  the  next  chief  executi\  • 
of  battered  computer  giant  IBM. 

Why  Gerstner'.'  Pending  an  official  announcement- 
probably  before  the  IBM  board's  Mar.  80  meeting— 
neither  Gerstner  nor  IFiM  is  talking.  Barring  last-min- 
ute glitches  in  contract  negotiations,  however, 
Gerstner  will  move  into  IB:\rs  executive  suite  shortly 
thereafter.  If  he  can  successfully  remake  IBM,  he'll 
clearly  be  a  hero  of  monumental  proportions. 
Gerstner's  challenge  "ranks  up  with  Chairman 
Robert  E.]  Allen's  task  and  [Chairman  John  F.] 
Welch's  at  (iE."  says  management  guru  David  A. 
Nadler.  president  of  Delta  Consulting  Group  Inc.  In- 
deed, Xadler  says  Gerstner's  job  will  Ije  even  more 
difficult  than  the  one  new  CEO  John  F.  Smith  Jr.  faces 
in  turning  around  General  Motors  Corp.  "G.M  knows 
what  business  it's  in — making  vehicles.  It  needs  to 
make  them  cheaper  and  better.  But  with  the  dramatic 
decline  of  the  mainframe.  IB.M  isn't  clear  what  busi- 
ness it's  in  anymore." 

The  R-JR  executive  emerged  as  the  top  candidate  in 
mid-March.  In  the  eight  weeks  since  Chairman  John 
F.  Akers  announced  that  he  would  relinquish  the  CEO 
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post,  the  search  for  an  outsider  to  turn  Big  Blue 
around  turned  into  a  media  circus.  One  by  one,  high- 
tech veterans,  from  Apple  Computer  Inc.'s  John  Scul- 
ley  to  Motorola  Inc.'s  George  Fisher,  dropped  out  of 
the  race,  leaving  Gerstner  the  top  contender. 

Gerstner  is  a  remarkable  choice  for  what  he  doesn't 
bring:  experience  in  running  a  computer  company— 
although  he  does  have  an  IBM  personal  computer  in 
his  office,  unlike  Akers.  Gerstner's  background,  some 
IBM-watchers  say,  may  be  what  makes  him  the  best 
person  for  the  job,  since  he  brings  little  baggage  to 
IBM's  austere  Armonk  (N.  Y.)  headquarters.  Unlike  a 
veteran  iBMer,  he  won't  have  ties  to  Big  Blue  tradi- 
tions. Nor  will  he  have  trouble  dealing  with  such 
sacred  cows  as  the  mainframe  business. 

And  unlike  other  high-tech  executives  who  grew  up 
competing  with  IBM,  Gerstner,  described  by  col- 
leagues as  a  roll-up-his-sleeves  kind  of  guy,  will  bring 
a  new  perspective  to  IBM's  various  businesses.  "I've 
never  subscribed  to  the  theory  that  IBM  needs  a  tech- 
nical visionary,"  says  Merrill  Lynch  &  Co.  analyst 
Daniel  Mandresh.  "They  have  technology  aplenty.  It's 
just  that  it  wasn't  producing  results."  Adds  Allen, 
who  has  just  named  a  noncomputer  executive, 
Jerre  Stead,  to  run  AT.tT's  NCR  Corp.:  IBM  may 
"need  the  influence  of  some  new  thinking,  people 
who  haven't  spent  their  whole  lives  in  the  IBM 
environment." 

Gerstner  certainly  fills  that  bill — and  his 
fresh  eyes  will  come  in  handy  in  deciding 
whether  to  keep  the  game  plan  that  Akers 
announced  in  late  1991.  Then,  Akers  set  in 
motion  a  reorganization  to  break  IBM  into  13 
"Baby  Blues,"  each  of  which  would  be  free  to 
pursue  its  own  destiny — and  some  of  which 
might  be  broken  off  into  separate  subsidiaries 
or  even  spun  off  entirely.  In  that  scenario,  Ar- 
monk functions  largely  as  a  holding  company, 
managing  a  portfolio  of  companies.  "If  you  buy 
into  this  IBM-as-holding-company  concept,"  says 
one  IBM  insider,  Gerstner's  appointment  "is  not 
an  outrageous  deal  at  all.  A  lot  of  people  in  the 
company  think  it  makes  perfect  sense." 

Gerstner  is  no  stranger  to  turnarounds.  "I  love 
to  build  companies  more  than  anything  else,"  he 
told  BUSINESS  WEEK  in  a  1989  interview.  Gerstner, 
who  grew  up  in  Mineola,  N.  Y.,  and  received  an 
engineering  degree  from  Dartmouth  and  an  MBA 
from  Harvard,  began  his  career  as  a  corporate  fixer 
at  McKinsey  &  Co.  in  1965.  At  31,  he  became  the 
youngest  person  ever  to  make  senior  partner  there. 
In  1978,  he  joined  American  Express  Co.  and,  as 
AmEx  president  from  1985  to  1989,  increased  net 
income  by  66%,  partly  by  making  the  company's 
charge  card  an  elite  must-have  of  the  glitzy  1980s. 
When  he  arrived  at  R.JR  in  1989,  following  its  record- 


BUSiNESS  WEEK/APRIl  5,  1993  19 


GERSTNER'S 
BIG  BLUE  «' 
MORASS 

IBM's  failure  to  keep  350 
pace  with  technology 
trends  has  had  dire 
consequences  300- 

250- 


HEADS  HAVE 
ROLLED... 


...BUT  LOSSES 
ARE  PILIHG  UP. 


IBM  EMPLOYEES 
AT  YEAREND 


'90 


'91 


'92 


OPERATING 
RESULTS 

DOES  NOT  INCLUDE  SPECIAL 
CHARGES  IN  1988  AND  1991 


150- 


125- 


...AHD  THE 
STOCK  IS  SICK 

JAN  1, '88| 

1    A/\    MAR.  24, '9; 

1 

MONTHLY  H 
CLOSING  1 
PRICE  • 

'93         '88  'I 
▲  THOUSANDS  EST    ▲  BILLIONS  Of  DOLLARS 

DATA:  COMPANV  REPORTS,  BROWN  BROTHERS  HARRIMAN,  BRIDGE  INFORMATION  SYSTEMS  INC. 


90      '91  '92 


setting  leveraged  buyout,  the  conglom- 
erate was  carrying  a  $2()  billion  debt 
load.  That,  he  said  at  the  time,  made 
the  No.  1  post  at  lUR  the  "hai-dest  joi.) 
in  America."  Now  in  year  four  of  a 
five-year  turnaround  plan,  lUli's  debt  is 
down  to  about  $14  billion,  giving  it  a 
livable  debt-to-eijuity  ratio  of  just  l.H:l, 
compared  with  20:1  four  years  ago. 
And  while  he  cut  costs,  he  also  pushed 
for  new  products,  new  marketing  ini- 
tiatives, and  even  managed  ;i  few- 
niche  acquisitions.  "In  his  first  100 
days,  he  was  remarkably  (piick  in  mak- 
ing decisions,"  Nabisco  Ciiief  H.  .John 
Greeniaus  said  at  the  time. 

If  his  record  at  AmEx  and  Itli;  is  a 
guide,  Oerstner  will  have  little  trouble 
slashing  IBM's  ])ayroll,  which  sonie  out- 
siders contend  should  be  cut  by  a  fur- 
ther SO.OOO  to  100,000.  At  i;.n;,  he 
trimmed  .S,000  jobs  out  of  (iO.OOO,  sav- 
ing .S")-")!)  million  in  anmud  costs.  "I 
don't  think  corporate  headciuarters 
should  sit  on  top  of  the  operational 
subsidiaries,"  lie  told  BI  SIXLISS  WKKK  in 
1!)S!).  "I  think  you  should  decentralize 
everything  you  can  .  .  .  The  burden  of 
proof  should  always  be  on  those  who 
want  to  centralize." 

Simply  put,  he  has  the  guts  to  slash 
and  burn.  A  i'ormer  coljcague  at 
AmEx,  where  (ierstner  once  I'eferred 
to  employees  as  "units,"  says:  "His 
idea  of  business  is  all  analytical.  He 
has  no  patience  foi'  managers  who 
built  the  business.  He'll  look  at  the 
numl)ers  and,  if  they  aren't  good,  he'll 
fire  people."  Gerstner,  in  other  words, 
may  be  just  what  IBM  needs,  says  the 
AmExer.  "He's  a  tough  manager," 
says  a  ci-:*)  who  sits  on  a  board  with 
him.  "He'll  do  what  needs  to  be  done," 
like  burying  the  old  culture,  which 
Akei-s  tried  valiantly  to  preserve. 

Inbreeding,  for  example,  has  been  a 


big  part  of  the  computer  maker's 
problems.  Managers  weaned  on 
mainframes  misread  its  troubles  as 
only  temporary.  So,  IB.M  went 
through  several  rounds  of  cut- 
backs in  the  late  1980s.  But  the  ^ 
company  never  got  its  costs  down 
to  the  point  where  it  could  compete 
profitaijiy  in  markets  such  as  PCs  and 
workstations.  In  1991,  Akers  started 
cutting  deeper — leading  to  a  $2.9  bil- 
lion loss  that  year  and  $5  billion  last 
year.  And  because  sales  of  products 
such  as  mainframes  have  slowed,  IBM 
has  also  seen  revenue  shrink  in  the 
past  two  years — the  first  time  that  has 
liappened  since  194B.  By  January, 
when  Akers  announced  his  [)lan  to  step 
down,  the  stock  had  sunk  to  a  17-year 
low  of  less  than  .$46. 
PUBLIC  DEBACLE.  There  are  few  encour- 
aging signs  now.  In  the  past  week, 
Mandresh  and  other  analysts  have  cut 
earnings  projections  for  1993,  and 
some  are  predicting  another  operating 
loss.  That  may  explain  why  the  search 
for  Akers'  replacement  turned  into 
such  a  pul)lic  debacle.  "I've  never  seen 
a  situation  where  so  many  well-known 
cKos  have  not  wanted  a  job,"  says  one 
candidate.  Sculley  of  Apple,  a  favored 
pick  of  many  IBM  employees  and  cus- 
tomers, took  himself  out  of  the  run- 
ning, and  his  example  was  (juickly  fol- 
lowed by  several  other  industry 
luminaries,  including  AlliedSignal  CKo 
Lawrence  A.  Bossidy.  Eventually,  the 
search  committee  of  seven  outside  di- 
rectors, led  by  retired  Johnson  &  John- 
son Chairman  James  E.  Burke,  fo- 
cused on  the  non-techies  on  their  list. 

Now  that  Gerstner  has  been  identi- 
fiefl  as  the  layman  Mr.  Outside,  IBM- 
watchers  and  company  insiders  expect 
the  board  to  name  a  technologically 
correct  insider  as  his  right  hand,  re- 


placing  former  IBM 
President  Jack  D.  Kuehler.  Jame: 
Cannavino,  48,  head  of  the  Pers 
Systems  division,  is  believed  to 
among  the  top  choices.  Cannavino 
headed  the  PC  and  workstation  1: 
ness  since  1989.  Before  that,  he 
the  mainframe  operation.  Cannaviri 
unusual  for  a  top  IBM  executive: 
never  graduated  from  college,  and 
scraj)py,  street-smart  personality  i: 
odds  with  the  white-bread  backgro 
of  most  IB.Mers. 

Cannavino  may  have  another  edg 


PLAYERS  IN  A 
CLOSELY  WATCHED 
CORPORATE  DRAA 

Because  of  its  sheer  size  and  powe 
a  quiet  search  for  a  new  chief  at  IB 
would  have  commanded  the  attent 
governments  and  corporations  aro 
world.  But  Akers'  abrupt  decision 
aside  and  the  clumsy  scramble  for 
placement  at  this  bastion  of  buttoni 
American  business  made  for  even 
riveting  theater 
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GERSTNER  ON; 

From  interviews  with  business  week 
since  taking  the  helm  at  RJR 

COST-CUTTING  "I  gave  an  award  to 
a  gu\'  at  American  Express  who 
bought  a  used  computer." 

MANAGEMENT  "'I  think  you  should 
decentralize  every  [operation]  you 
can  . . .  and  the  burden  of  proof 
should  always  be  on  those  who  want 
to  centralize." 

DECISION-MAKING    Once  I  have  a 
feeling  for  the  choices,  then  I  have 
no  problems  with  the  decisions.  I 
love  to  make  strategic  decisions." 

WORK  "One  Sunday  afternoon  I 
turned  to  my  wife  and  said:  'I  really  can't 
wait  to  get  to  the  office  tomorrow.'  " 


ri'  for  president.  He  was  hand- 
■\)\-  his  current  job  by  his  prede- 
Uichard  T.  Gerstner,  the  new 
l  olher.  That  Gerstner  contract- 
or disease  in  1989  and  is  now 
as  a  consultant  for  IBM  in 
M.  Y.,  IBM  sources  say.  Other 
ill  the  running  for  No.  2  include 
.1.    LaBant,    head   of  North 
n  marketing,  mainframe  head 
M.  Donofrio.  and  internation- 
Ned  C.  Lautenbach.  Ellen  M. 
.  IB.M's  most  senior  female  ex- 
and  chief  of  IBM's  critical 
rng  unit,  is  another  possibility. 
I  put  pretty  good  odds  on  Ellen 
rk,"  says  one  IBM  executive,  'it 
l  ertainly  send  a  message." 
ilier  way  to  send  a  message 
!ie  to  skip  insiders  altogether 
I'uit  more  new  blood.  "They 

I  get  a  new  head  and  leave  the 
ins,  spleen,  and  fingers,"  says 
i  Mer  G.  Glenn  Henry,  now  se- 
-president  of  Dell  Computer 

iiarles  Morris,  co-author  with 
Ferguson  of  Computer  Wars, 
1.  detailing  the  decline  of  IBM, 
-  that  now  that  the  precedent 

II  set  with  Gerstner.  it  will  be 
K'r  to  recruit  outsiders.  The 

jne  on  the  list  could  well  be  a 
:hief  financial  officer  to  replace 
Rizzo,  who  has  been  filling  the 
dnce  the  January  retirement  of 

A.  Metz  Jr.  One  candidate:  FUR's 
arl  M.  von  der  Hey  den. 
1,  the  prospect  of  a  CEO  with  no 
iter-industry  experience  did  not 
ell  wMth  some  investors.  IBM's 
dropped  three  points  on  Mar.  24. 
ay  the  news  of  Gerstner's  ap- 
nent  hit  The  Wall  Street  Journal. 
investor,  whose  institution  is 
y  IB.M's  10  largest  shareholders, 

"I'd  like  to  see  someone  with 


more  of  a  knowledge  of  technology.  I 
think  it's  needed  there."  Says  William 
J.  Milton  Jr.,  computer  analyst  at 
Brow^n  Brothers  Harriman  &  Co.:  "I 
think  it's  risky  to  bring  someone  in 
from  outside  the  industry.  If  a  comput- 
er firm  takes  a  wrong  strategic  direc- 
tion in  terms  of  product,  the  firm  may 
never  recover."  He  also  figures  the 
move  could  further  erode  morale.  "I 
expect  some  exodus  of  talent  from  IBM 
as  a  result  of  this,"  says  Milton. 

Indeed,  news  of  Gerstner's  appoint- 
ment was  viewed  with  apprehension  in 
some  parts  of  IBM.  Philip  Van  Itallie,  a 
manufacturing-systems  engineer  at 
IBM's  East  Fishkill  (N.Y.)  plant  says 
the  choice  was  greeted  with  dismay. 
"People  here  were  hoping  they'd  find  a 
computer-literate  person,  instead  of 
someone  with  financial  concerns  only," 
he  says.  "It  would  be  good  if  there 


was  someone  who  knew  about  comput- 
ers and  could  lead  IBM  out  of  this  mess. 
But  that  is  wishful  thinking." 

Outsiders  such  as  James  F.  Moore, 
president  of  Geopartners  Research 
Inc.,  a  Cambridge  (Mass.)  consultancy, 
say  Gerstner's  first  task  is  to  shore  up 
morale.  The  Fishkill  plant,  for  one,  is 
bracing  for  layoffs,  starting  on  Mar. 
29.  "Once  inside,  he  has  to  simulta- 
neously stop  the  chaos,  focus  people 
on  results,  and  reassure  people  that 
the  company  has  a  future.  The  internal 
message  is  critical,"  says  Moore. 
'JUGULAR  ISSUES.'  Gerstner  seems  cer- 
tain to  move  fast  on  those  problems. 
Linda  Fayne  Levinson,  a  former  col- 
league of  Gerstner's  at  both  McKinsey 
and  AmEx  who  is  now  at  Creative  Art- 
ists Agency,  says  when  he  takes  on  an 
assignment,  he's  absolutely  single- 
minded.  "As  a  consultant,  what  was 
remarkable  about  him  was  he  truly 
could  identify  the  jugular  issues  that 
the  client  should  be  focusing  on,  and 
he  never  got  sidetracked  by  nonsense 
issues." 

Gerstner  boasts  of  his  affinity  for 
hard  work,  hard  decisions,  and  risk.  On 
his  move  to  R.JR,  he  said:  "The  idea  of 
going  into  an  already  well-run  compa- 
ny and  taking  the  helm  and  steering  it 
a  few  degrees  to  the  right  or  the  left — 
that  doesn't  have  the  challenge  of 
this."  Once  at  R.IR.  he  worked  GVi-day 
weeks — and  loved  it.  "I'm  having  a  ter- 
rific time,"  he  said  then.  He  recalled 
being  home  one  Sunday  afternoon  and 
saying  to  his  wife,  Robin:  "I  really 
can't  wait  to  get  to  the  office  tomor- 
row." If  his  years  at  R.JR  had  damp- 
ened Gerstner's  enthusiasm,  his  new 
job  will  make  life  interesting  again. 

Bij  Catherine  Anist.  irith  Judith  H. 
Dobrzijnski  aud  Bart  Zieglcr.  ifi  Xeir  York 
and  bureau  reports 


5  was  a  good  IBM 
having  risen  through 
irchical  culture,  he 
s  not  the  right  general 
inding  army  into  a 
hting  force 


With  an  outsider  taking  over — 
and  one  with  lairh'  flimsy  high- 
tech experience — executives 
such  as  Senior  \'ice-President 
JAMES  CANNAVINO  will  be  even 
more  highly  prized 


Like  Cannavino,  Senior  Vice- 
President  ELLEN  HANCOCK,  the 

company's  telecommunications 
guru  and  most  senior  woman 
exec,  will  be  in  line 
for  a  shot  at  the  No.  2  job 


Former  Johnson  &  Johnson  .  Im  i 
JAMES  BURKE  led  the  search  lor  a 
new  CEO  that  at  times  seemed  to 
grow  desperate  as  big  name  after 
big  name  disavowed  any 
inclination  to  head  Big  Blue 


"ORY 
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FROM  MALLOMARS  TO  MAINFRAA^ES:  IS  EXPERIENCE  NECESSAR' 


re- 


buz  zi:^  re's  i  'wiis  rir^nr^  Accfe 

anf.  if  in  odier  fieuis-.  is  ^Vr'nr-'r^t^' 
iiilirr.  Lt'CS-  v'-  lii^.'szrjer  Jr-  die  CGtft- 

ifn:^!  iJi  5:u±i;rf  riu:-  i:::i:i 

T^ihz  in  bu'-iHC. 

[fnie  iirt^ct  it:crc~ers^  zult  be  in  Jifsei. 
be.;a-:ife  in  -rur-^zi^  'iJerfmer  I'miTf 


iii:e  i  jjcg:..  :i5MIi  caidir  nsgetoar.  Ed- 

'iii;nLan;r  tub  Sar  i  seiisC'Ciiff  iniinaxr 
- 'icarm.  its  iiiice  sjcnejce  oanaiiirinjr 
in  -^^^ijci  i  csin..  i  -I'.jirnass..  or  i 
irisiei  iniie- 

y;}.i^(ar  viyineirjar  nmlcirirfr  Waen  Ibjd- 
aif  A.  Vandersiiee  cajne  i^rfsm  '?r2  (Loirp.. 
ivj  ■rzn  AptLj:'  CciriECTEir  Ihu-.  in  1:^*4.. 
ins  iiH-'k  of  o;:tnijULar-iniiTistrT"  tisj^eni- 
eo-e  biimiei  iinn  'i?  tiar-  growing-  in!5'0r- 
!2nee  Gif  ifee  O'Cerinhgr-^jstenr  sof^risntre 
known  as  Unis-  Ei  tsiijk  i5;cr  jieirs  for 


E.  '  jnsjf~ 


:!"i^:-:ceeTr^:  1^:0:;.- 
fct  in  A^rrorjL 

-W-i  3ij  -.r  iij  T^iTS  in::v:  ine  imins- 
-zj'i  iycie..  V:*:  Ziz^  leini:^:^:^  ^ 

ini  bii~  me  r'iu^  lirvs-jirf  ire  ±e 

iiiim  O'lcicijcen::^  of  zzn  ;usnressf' 
HME  mw  Ibii.  inpjvij.  if  :::e  ir-£n- 
n-:;"..  5m  Arbni's  i±e  esrerienoe?  ~: 
ine  oijcncier  indnsirj  las  been  i 
iinc  :f  VTecTLiz:.  f:r  ±e  -resi  ind 
o-r^inzefi  e2ai'r±7-is  nr:-  ocier  neiiis. 
T^-ere  ore  ~U'^e;f.f  stories.  oe  5ure^ 
bco  rsnertiliT  iX'^yTe  ijeen  ^srim  e!:o 
vi:ncH:  tt— r:>.r-e^  cao  "were  O'C  ite 
'ii:'*n  in>i  leeiei  nniindsi  -vnin  "o 
ieeep  oo.szs-  fiiZnrg  -lot-e  rtiruij  tian 
re-rennes.  If  ihir's  SjC"?  ifrecriQcs 
-irizz.  tler^mer  ajcdii  :e  i  fine  jcfc  of 
o-mniT-  E'ln  if  ufiie   boani's — in-i 


■xen  men  jz  ■vis  i 
i-n-igj  Ter^on  mii:  onsTiocifrs  re^e."!;- 
Ej  ±en..  AeoDo  hi>si  ioss  iis  cnjcien- 
rnm::  Vinder^Iiire  sc'ic  iii  in  ce 
He'sdec-P'iiiiciri  Co.. 

S;.li  Corp.  Tg^titiz  Efehirc  W.  iJCEier. 
brjCiE"  in  a:  rasme  Wing-  EjihonLro- 
nes  iinii.  in  ^^smcs  a.  deai  morre 
Wind's  nznctjcncicr  .::uscociei:s  ot er 
".:  ZE3£  feairi"s!ure-  fiiilin:r  no  realise  dmz 
nxinj  ijf  ie~  hid  tidcei  Wane  are- 
liseiiy  be^iEse..  f  or  one  reopen  or  inocii- 
ei*.  uCej  i5in  "  wun;  13  it.  iVEEen  fiiei 
Z:'.'  biiL"  Winx's  lailspin  ind  ieft  shusTdj 
iftar  vtritinr  die  tic-mgarj  ins:>  ('ZfeapTsr 
Ll  ihsz  jesT- 

A  ft^  ofTsaierif  brv^re  .ione  be^n:er. 
PjjaiM  L.  Skiie?..  i  Tecerin  of  Friue 
Wiierhoi-se.  s^s&ife&i  Dais.  t-iJenertil 
Co'irp .  iiru  te  had  i  lajnniejJi  geEins 
his  adec  Tom  Wtsti  tie  etjinaTiner  (ie- 


sigTjtHT  immiorTiLmeii;  in  die  oestir~>-i 

Mhm  SuuJL^  is  xSstt  feesi  ts:: 
Bmti&'rTH-  (SEEe..  saw.. 

cnereL  B«;i  even:  Smll^  fcis  ii-i 
skaiHr  lisi  fufcs..  Jkai  &ansmer 
ssiK  (JUS  wiidi  oeair&r  rrfrt^  isfee 
±e  FcC-sf  man  fead^  Srdle-y  jijir, 
eocc'iin?"  n&iEi  was  aJreaife"  on  die 
ii&BinijuJtriisii  TTiTThHf  'jsriii  "cSe  sTl" 
Bpwv.irTTTg-  iJEasmsBsfe  iompTXirer.  S: 
ler  (ffifou  Ettsai      gict  4  f- 

— &E-  sosssetsiei  uteun^  tnajrit- 
nsaaw-iaEEis  smac  as  prjjfaia:  ~e^nii 

ind  iiiie  esBsisaiE..  And 
had  ictjiisar  advinui^-  EudiT  oe 
iEssuiraei  i  risaia  of  5a±Gi3fi3gy 
Apgie  ei^-fetrnder  SceTeit  P'_ 
TT&ere's  mo  tisne 
f:r  'lerfmer  ro  leap  on> 
SXLXNOIIHG  *CT.  Sj  zM-  ZT^k  rec"  ■] 
10    :TLL;.--_"nj:.  tlierscmar  ons  i  1.1 
pr^jie  U0'  drose  sientacs  wm-  festr 

s&fe  ind  like  c&e  if-ompan^r  os'  nae 
wireire  EE3C's  viisinei  taafeiilBg^  .; 
wiH  be  g?5ce  vsfct  die  Wlnstrons..  C,i.( 
■iiscTO'xe  ite  lariimis'ii'  Cesrtain&r.  ZJ 
wiii  taie  seme  tfenigr- 

tf  CiSerstiier  hijces  ub  aiisiie^ 
d*in  ilasfeihg-  costs.  :pji3saic  iiior:-":' 
pir:nns.  and  sedruiinr  EESt    i  bii/ 
O'iTC'hinei  Bahj  lines..  te'Ii  iia. 
uake  vx^i  •srsDiiir  sreps.  Farsa..  Ea&"_ 
m  assemhiie  i  oaifee-  of  arustef  isf 
0^  idriseffs.  Tban.  witfc  tienr 
iie'"f  iiiue  uo  peirfan:  i  tsagfe  fcasL. 
iiin:  5e"  ht^e  no  .give  besses  &z 
cosiness  cniis  die  idonijinj"  u&ej 
IB'  teeO'      wfrft  ripid  ■•iiangKS  ir 
ne'ujgy  ind  i^asmciess"  r^rq-iire: 
1Sadi"5  somediior  lBJC  Chuimutr 
F-  Akers  oas  regeiueSij  Tewed 

bun  fciSnd-  5aT  i.'i'irrp.-t.rnr  injsdeJTS 

Eiir  (ierscner  ^rm'f  arrrgfer  den^i 
iae.  Ee"E  haTe      iie^e&C'  i  ofc- 
f  jr  hi;w-  IBM.  oamcorarif..  secirsrirT 
negwtjrHfPij:  g"ear  wjck  cespidier 
nocers  ibsjInneiT  irejaire  nfiaJL. 
win  be  "irerTr  hard  as  CBJffs  bc;- 
TmiEs  ire  gemn;^  freer  rem.  A 
\nsii:in  of  die  nmtnre  of  nBatnoir  _ 
SijniecniE^  33C  has  Log^  ladfr' 
wocjci  be  irfjcu..  ben  iausnmii 
eagie-eje'.i  no  nnstiie  satdi  as  '.iei'  - 
nhaJIj  diEa^i  ntj  sceE  one  ocn 
die  wjrids  biggest  '•■oniC'Cner  :';:tnDa 


I POUGHKEEPSIE, 
BITTER  FAMILY  BREAKUP 


■r  paternalism  and  prosperity  come  lawsuits  and  vandalism 


11  1,  —  Driving  north  on 
jg^'^i^r  Route  9  through  the 
S5  rolHng  hills  of  New 

SS  York  State's  Hudson 
River  Valley,  you 
<ee  IBM's  influence  everywhere,  es- 
lly  as  you  approach  Poughkeepsie. 
he  right  is  the  IBM  credit  union, 
•e  workers  get  their  mortgages.  A 
irther  up  is  the  IBM  Conference  Cen- 
a  country  club  for  IBM  employees. 
:.  along  the  river,  the  old  clock  tow- 
f  the  IBM  plant  peers  through  the 
.  This  is  where  for  decades  IBM  has 
its  mainframes,  possibly  the  great- 
■a.«h-spinning  machines  in  American 
less  history.  This  was  the  heart  of 
•Id  IBM. 

UUl,  IBM  came  to  this  19th  century 
town  to  build  munitions  for  World 

II.  In  1948,  it  opened  a  plant  to 
e  calculating  machines.  At  the  open- 
•eremony,  General  Dwight  D.  Eisen- 
:-'r  said:  "We  are  dedicating  this 
nificent  building  to  the  future  of 
•rica."  In  1964,  the  plant  got  the  call 
luild  System/360  mainframes.  As 


those  machines  helped  make  Big  Blue 
the  dominant  computer  maker  in  the 
world,  Poughkeepsie  prospered,  too. 

An  IBM  job  meant  good  pay,  lush  bene- 
fits, and  security.  "My  wife  said:  'we're 
not  going  to  have  any  babies  until  you 
get  into  IBM,'  "  recalls  James  J.  Reed,  a 
30-year  veteran.  Other  old  mill  towns 
died,  but  IBM  rained  wealth  and  benefits 
on  Poughkeepsie,  including  a  new  school 
district  to  accommodate  IBM  offspring. 
"IBM  was  like  a  family,"  says  Ted  Wolf, 
a  25-year  IBM  veteran. 

Now,  the  family  is  breaking  up.  Wolf, 
52,  a  software  manager,  is  taking  early 
retirement.  Reed,  56,  was  forced  to  leave 
his  job  as  finance  analyst  last  May.  "I 
was  told  that  I  wasn't  going  to  be  able 
to  keep  up  with  the  times,"  he  says.  "It 
hit  me  like  a  sledgehammer." 

They're  the  lucky  ones.  They'll  retire 
with  pensions  and,  in  Reed's  case,  a 
year's  salary.  On  Apr.  30,  early-retire- 
ment incentives  will  expire.  IBM  will  start 
laying  off  "surplused"  workers.  The 
buzz  in  town  is  that  the  new  CEO  may 
cut  the  work  force  to  less  than  6,000, 


down  from  8,000  now  and  10,000  in  1990. 

IBM's  paternalism — the  company 
songs,  the  company  clubs,  the  no-layoff 
custom — might  have  seemed  like  a 
quaint  anachronism  to  other  companies. 
Here,  it  was  the  fabric  of  the  communi- 
ty. IBM's  founder,  Thomas  J.  Watson  Sr., 
said  that  "respect  for  the  individual" 
was  the  cornerstone  of  the  company.  Ac- 
cording to  local  legend,  when  Watson 
was  touring  the  Poughkeepsie  plant  in 
1953,  he  stopped  to  aid  a  worker  who 
had  cut  his  finger  on  a  machine.  "The 
Watsons  had  a  certain  philosophy,"  says 
Reed.  "That  is  gone." 
'NO  MORALE.'  Workers  here  know  that 
business  is  lousy  and  changes  are  need- 
ed. But  many  say  they're  bitter  because 
IBM  hasn't  leveled  with  them.  For  two 
years,  executives  repeatedly  assured  em- 
ployees that  the  problem  was  just  a  tem- 
porary dip  in  mainframe  sales — not  the 
changeover  to  cheaper  technology  the 
company  now  acknowledges.  "People 
lost  all  respect  because  IBM  is  not  being 
up  front,"  says  Bruce  Donegan,  44,  a 
member  of  a  task  force  formed  to  help 
cut  plant  jobs,  including  his  own. 

As  the  rumors  of  layoffs  escalate, 
there  have  been  sporadic  reports  of  van- 
dalism at  the  plant  and  lawsuits  by  em- 
ployees seeking  better  termination 
agreements.  "There  is  no  morale,"  says 
a  38-year-old  machine  operator  who  is 
shopping  for  a  new  job,  without  luck. 

The  outlook  for  the  entire  region  has 
dimmed.  Because  of  IBM  plants  in 
Poughkeepsie,  East  Fishkill,  and  Kings- 
ton, unemployment  in  the  mid-Hudson 
Valley  stayed  below  3'/'  through  most  of 
the  1980s.  Now,  it's  nearly  1'  "'  and  ris- 
ing. IBM  says  6,000  of  the  20,000  jobs  in 
the  three  plants  will  be  eliminated.  Most 
folks  think  it  will  be  more.  Real  estate  is 
collapsing.  So  is  the  quality  of  life.  IB.M, 
long  the  biggest  donor  to  local  nonprofit 
groups,  is  suddenly  invisible. 

At  a  packed  Poughkeepsie  Area 
Chamber  of  Commerce  breakfast,  a  min- 
ister gives  the  invocation,  asking  the  Al- 
mighty "to  guide  IBM  toward  just  actions 
and  the  right  decisions."  The  guest 
speaker  is  IBM  Senior  Vice-President 
Nicholas  M.  Donofrio,  who  started  in 
Poughkeepsie  in  1967.  He  assures  the 
crowd  that  IBM  cares  and  that  Watson's 
values  will  endure.  Yet,  he  warns:  "We 
are  not  an  altruistic  society." 

Afterward,  the  audience  breaks  into 
groups  to  discuss  economic  revival.  So 
far,  the  best  hope  is  tourism,  but  that's 
too  iffy  for  many  residents.  "People  are 
heading  out,"  says  Reed.  He  knows. 
These  days,  he's  making  change  at  a  toll 
booth  on  the  Newburgh-Beacon  Bridge, 
south  of  Poughkeepsie.  He  says  he 
doesn't  miss  Big  Blue,  though.  "At  IBM, 
you  always  had  to  impress  somebody," 
he  says.  "But  out  here,  I'm  on  my  own." 

Evan  I.  Schirart: 
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STRATEGIES  I 


THE  RJR  NABISCO 
HE'S  LEAVING  BEHIND 


Gerstner  is  passing  on  a  pantry  full  of  daunting  problems 


MM    IL  M»  Henry    R.  Kravis 

^r^g^  "t^^T*  sighed  with  relief 
~  when  he  signed  up 

^^eS  T  S  Louis  V.  Gerstner  Jr. 

in  1989  to  run  VJH 
Naljisco  Holdings  Corp.  The  $25  billion 
leveraged  buyout  of  RJK  was  considered 
a  triumph  for  Kohlberg  Kravis  Roberts 
&  Co.  But  the  company's  balance  sheet 
was  an  unqualified  disaster,  overloaded 
as  it  was  with  almost  $30  billion  in  debt. 
Kravis  was  betting  that  Gerstner,  fresh 
from  the  No.  2  job  at  American  Express 
Co.,  was  just  the  sort  of  hardened  man- 
ager who  could  cut 
the  fat  and  get  R-IR 
humming. 

Now,  four  years 
later,  Gerstner  is 
about  to  give  up  the 
helm  of  RJR,  tempted 
away  by  IBM.  And  he 
is  leaving  behind  a 
company  that  still 
owns  a  pantry  full  of 
daunting  problems. 
True,  he  helped  slash 
r.jr's  debt  to  about 
$14  billion,  and  R-JR's 
food  profits  saw 
three  straight  years 
of  gains. 

The  bad  news:  Cig- 
arette consumption 
is  declining.  And 
while  profits  of  its 
premium  Camel 
brand  remain  fat, 
R.jr's  tobacco  divi- 
sion is  seeing  overall  margins  squeezed 
by  the  huge  growth  of  generic  ciga- 
rettes. "It's  not  that  I  didn't  think  a  lot 
of  Gerstner,  but  the  problems  facing 
that  company  have  yet  to  be  addressed," 
says  Mike  Kennedy,  senior  analyst  at 
II IS  Securities,  which  owned  2.9  million 
shares  of  RJR  as  uf  December. 
KEY  MOVE.  The  immediate  concern 
among  investors  is  lUR's  planned  stock 
offering  this  spring.  lUR  and  KKR  plan  to 
create  a  sejjarate  class  of  stock  for  the 
food  division  and  exjiect  to  sell  257'  of 
the  new  issue  to  the  public,  raising  up- 
wards of  $1.7  billion.  T;  e  deal  still  needs 
approval  by  the  Securii  es  &  Exchange 
Commission.  If  it  flies,  K'R  will  use  pro- 


ceeds to  buy  back  some  of  its  still  moun- 
tainous debt.  More  important,  it  will  be- 
gin paying  dividends  in  hopes  of  lifting 
its  lagging  stock,  which  closed  at  8  on 
Mar.  24,  down  from  a  high  of  12 Vi  soon 
after  it  was  issued  in  early  1991. 
"Gerstner  hasn't  done  much  for  [public] 
shareholders,"  gripes  Leigh  Ferst,  an 
analyst  at  Prudential  Securities  Inc. 

Big  institutional  investors  already  fret 
that  the  remaining  core  tobacco  stock 
won't  fare  well.  Most  point  to  the  pros- 
pect of  a  sin  tax  as  high  as  $2  a  ciga- 
rette pack  to  fund  health  care.  Although 


heads  up  the  Nabisco  food  divisii 
longtime  R.JR  executive,  Greeniaus  r 
with  KKR  in  its  battle  to  take  ovi 
company.  Another  contender:  R.JR  I 
Financial  Officer  Karl  M.  von  deiH 
den.  Recruited  by  Gerstner  from- 
Heinz  Co.  in  1989,  von  der  Heyde 
earned  high  marks  for  cutting 
Some  Pv-JR  watchers,  however,  sii 
he  could  end  up  joining  Gerstner  a 
NO  REGRETS?  Headhunters  are  ban 
about  a  Rolodex-ful  of  candidatt 
the  top  l<,]R  spot — much  as  they  d 
IBM.  There's  Roger  A.  Enrico,  cha 
of  PepsiCo  Worldwide  Foods,  fni 
Michael  H.  Jordan,  ex-head  of  Pep 
international  food  and  beverage  di 
and  now  a  principal  at  I,BO  firm  CI 
&  Dubilier  Inc.,  also  rates  highly. 

RJR  could  even  go  beyond  a  s 
change,  some  speculate.  Before  its 
al  meeting  on  Apr.  2,  it  may  annou 
new  management  structure,  possil 
"office  of  the  chairman"  with  a  ni 
headquarters  and  operations  peopli 

Perhaps  RJR  is  ready  for  some  cl 


PREMIUM  ..^PB 


RITZY  OFFERING?  RJR  HOPES  A  SEPARATE  FOOD  STOCK  WILL  HELP  CUT  DEBT 


GERSTNER'S  I.EGA<! 

HIS  ACHIEVEMENTS 

►  Raised  $6  billion  selling  off 
Monte,  Nabisco-Europe,  and  • 
er  food  units 

►  Cut  .$29  billion  debt  load  in 

►  Eliminated  3,000  jobs,  savii 
$550  million  a  year 

►  Halted  slide  in  U.S.  cigarett 
market  share  at  29% 

RJR'S  REMAINING  CHALLENG 

►  Profit  growtii  in  domestic  f( 
business  is  flat 

►  Tobacco  profits  are  declinii 
new  taxes  may  hit  demand 

►  Smoker  liability  fights  loom| 

►  Offering  of  separate  shares 
food  and  tobacco  units  pendin 

DATA:  BUSINESSWEEK 


embattled,  RJR's  tobacco  franchise  re- 
mains its  cash  cow,  producing  $2.1  bil- 
lion of  operating  cash  flow  last  year.  A 
heavy  consumer  tax  could  crimp  that  at 
a  time  when  RJR  still  needs  the  cash  to 
pay  down  debt — a  scenario  that  scares 
investors  such  as  Greg  Melvin.  A  portfo- 
lio manager  at  Federated  Investors  Inc., 
which  holds  2  million  RJR  shares,  he 
says:  "The  CEO  is  not  the  issue.  Hillary 
[Rodham  Clinton]  is  the  issue." 

Analysts  worry  that  Gerstner's  ab- 
sence will  only  further  unnerve  inves- 
tors. With  that  in  mind,  Wall  Street  be- 
lieves KKR  will  move  swiftly  to  name 
Gerstner's  replacement.  One  possible 
candidate  is  H.  John  Greeniaus,  who 


in  the  corner  office.  Gerstner,  some 
sultants  argue,  is  a  challenge  junk 
heart.  With  just  18  months  to  go  b 
he  completed  his  five-year  strategy 
felt  he  would  stay  much  beyond 
"Gerstner's  job  is  already  997'  d> 
says  Roy  D.  Burry,  an  analyst  at 
der,  Peabody  &  Co.  "He  got  RJR  res 
tured,  refinanced.  Now,  it's  ready  I 
run  by  a  marketer,  an  operator 
knows  the  tobacco  business  world' 
Gerstner  was  perfect  for  the  past 
wrong  for  the  future  of  this  compj 
Time  now  for  a  new  Mr.  Right. 

By  Laura  Zhin,  with  Sunita  Wad 
Bhargava,  in  New  Y'orii  and  Maria  Mn 
in  Atlanta 
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COVE 


"I'M  A  REAL 
STICKLER  ABOUT 

BREAKFAST. 

SO  IF  YOURS 
ISN'T  JUST  RIGHT, 

I'LL  PAY 
FOR  IT  MYSELF." 


We  want  your  l)reakfast  to  be  perfect  in  every  way  - 
preparation,  presentation,  service  and  timing.  If  everything  isn't 
just  so,  it's  on  us.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTELS  RESORTS-SUITES 


WE  MAKE  rr  HAPPEN  FOR  YOU: 


N.il  Hv.iiliiM.-  ill  Ciiiirlvai  il  l.^  Vl.ir  i  ii.ll.  Hi-sl.li-iii-.-  Iiiii  I.N  Vl:iri  i..ll  ..r  l       li.  l.l  Inn.  'jVm        i        C.i  |> 


BUDDY-BUDDY 

AT  THE  STEEL  SMELTER 


Inroads  by  minimills  and  nonunion  shops  have  former  foes  joining  hands 


The  view  from  the  United  Steel- 
workers  buildinjr  in  Pittsbury:h 
seems  as  grim  today  as  it  did  in 
the  1980s,  when  the  union's  membership 
shrank  by  50'/; ,  to  560,000.  To  the  south 
and  west,  nonunion  minimills  led  by  Nu- 
cor  Corp.  are  setting  world-level  efficien- 
cy standards.  Meanwhile,  major  steel- 
makers and  their  Japanese  partners  are 
opening  nonunicjii  shops,  too,  such  as  a 
spanking  new  L's.X  Corp.  joint  venture 
with  Kobe  Steel  Ltd.  in  Leipsic,  Ohio.  A 
new  glolial  standard  is  emerging  in 
steel — with  a  distinctly  nonunion  look. 

To  stave  off  a  further  decline,  usw 
President  Lynn  R.  Williams  is  taking  a 
revolutionary  approach  in  contract  talks 
covering  48,000  workers.  At  negotiations 
now  under  way  with  four  major  steel 
companies,  the  union  is  soft-pedaling 
wage  demands  and  proposing  a  bold 
partnership  with  management. 


In  return  for  job  guarantees  and  no 
concessions,  the  i:sw  has  offered  to  ex- 
pand the  shop-floor  teams  and  worker 
empowerment  systems  that  manage- 
ment wants  to  boost  productivity.  If  the 
two  sides  agree,  it  would  be  one  of  the 
first  times  that  an  industry  has  set  up  a 
cooperative  labor  system.  "The  only  way 
we  can  make  a  comeback  is  with  our 
productivity,"  says  Don  Conn,  president 
of  rsw  Local  2227  in  West  Mifflin,  Pa. 
SPEEDSTERS.  Williams,  a  Canadian  who's 
retiring  next  spring,  hopes  to  use  Japa- 
nese-owned National  Steel  Corp.  as  a 
model.  After  Japan's  NKK  Corp.  bought 
control  of  the  U.  S.'s  No.  4  steelmaker  in 
1984,  National  opened  its  books  to  the 
union  and  offered  profit-sharing  and  job 
security.  Now,  the  rest  of  the  union  is 
clamoring  for  similar  deals. 

This  sort  of  sea  change  in  labor-man- 
agement relations,   however,   may  be 


NATIOMAl 
STEEL  HAS 
CUAIIAIilTEED 
UNION  JOBS 


more  than  Big  Steel  is  ready  for. 
tanking  in  the  past  two  years  an( 
ing  huge  losses  among  the  inte 
companies,  the  U.  S.  market  is  n 
ing:  Order  backlogs  have  doubled 
cent  months,  to  120  days,  and  a  1 
trade  suits  promises  some  pro 
against  imports.  Steel  companies 
ger  to  cash  in.  But  if  they  agree 
usw's  10-year,  guaranteed-job  d 
offer,  they  could  be  overstaffed 
market  slows.  "National  can  aff 
run  at  capacity,  but  I  don't  know 
whole  industry  can,"  says  Joseph 
chief  economist  at  National  Steel. 


LABOR I 


EAST  MEETS  RUST, 
AND  SPARKS  FLY 


Can  Ispat  and  the  Steelworkers 
save  Betlilehem's  Johnstown  niill? 


Johnstown,  Pa.,  known  for  its  killer 
flood  and  languishing  steel  industry, 
needed  help  in  a  hurry.  It  was  Octo- 
ber, and  Bethlehem  Steel  Corp.  had  an- 
nounced it  was  shutting  down  its  un- 
profital)le  bar,  rod,  and  wire  operation, 
the  town's  biggest  employer.  That 
meant  1,500  high-paying  jobs  would  be 
disappearing  from  the  town  of  28,000 
unless  a  buyer  could  be  found.  But  any 
new  owner  would  have  to  invest  heavi- 
ly— and  reach  an  accord  with  the  United 
Steelworkers. 

When  help  came,  it  was 
from  a  most  unexjjected 
quarter:  Late  last  year, 
Ispat  Group,  an  Indonesian 
steel  company  owned  by 
Calcutta's  Mittal  family, 
which  began  trading  steel 
80  years  ago,  signed  on  to 


buy  and  plow  up  to  $150  million  into  the 
unit's  three  plants. 

But  what  promised  to  be  an  unusual 
marriage  (piickly  degenerated  into  a  se- 
ries of  prenu[.)tial  spats.  USW  President 
Lynn  R.  Williams  and  Ispat  Vice-Chair- 
man B.  C.  Mittal  have  failed  to  bridge 
the  cultural  chasm  that  divides  them.  "It 
would  be  a  mistake  to  be  too  optimistic," 
says  Pennsylvania  Commerce  Secretary 
Andrew  T.  Greenberg. 
PAINTING  DEVILS.  That's  a  far  fall  from 
tlie  liopes  the  deal  inspired  in  the  begin- 
ning. With  Bethlehem  picking  up  the 
health  and  pension  tab  for  its  retired 
workers,  Ispat  faced  low  costs.  What's 
more,  the  State  of  Pennsylvania  agreed 
to  chip  in  as  much  as  $15  million  in 
grants  and  worker  training.  With  the 
plant  already  closed,  it  seemed,  workers 
would  jump  at  $8-  to  $13-per-hour  jobs, 
though  Ispat  would  be  paying  $3  or  $4 
less  than  Bethlehem. 

But  problems  quickly  appeared.  Ispat, 


26  BUSINESS  WEEK/APRIL  5,  1993 


say  sources  close  to  the  comj 
viewed  the  Bethlehem  division  as 
open  for  change.  It  figured  it  could 
tie  Bethlehem's  work  rules  and  h 
chy  and  run  the  unit  like  a  U.  S. 
mill.  The  Steelworkers,  however,  vi 
deviations  from  the  Bethlehem  cor 
as  concessions.  Things  fell  apart  in 
ruary,  when  local  newspapers  ac( 
the  union  of  poisoning  the  deal  to 
wages  up  at  other  USW  shops.  1 
leaders  were  outraged. 

As  negotiations  broke  down,  Per 
vania  Governor  Robert  P.  Casey 
U.  S.  Representative  John  P.  Murtl 
Johnstown — both  longtime  USW  all 
tried  to  pull  the  two  sides  together 
union  finally  accepted  Ispat's  lowei 
scale.  But  Ispat  refused  one  of 
union's  conditions:  that  after 
years,  the  private  company  opei 
books  and  share  profits.  Nonethele 
March,  the  Indonesian  company  ren^ 
talks,  which  are  still  going  on. 

Johnstown's  fu 
hangs  in  the  balance, 
question  now  is  wb 
Ispat  is  ready  to  ada 
pro-union  Johnstown. 

By  Stephen  Bake 
Pittsburgh,  with  Thi 
Biiell  Jr.  in  Johnstown 


market  forces  are  pushinji  Big 
ami  the  union  toward  new  levels  of 
ration — with  or  without  job  guar- 
s.  In  the  past  decade,  minimills 
pried  loose  one  market  after  anoth- 
ow,  Nucor  is  leading  the  charge 
Big  Steel's  breadbasket,  the  vast 
et  for  flat-rolled  steel.  Armed  with 
of-the-art  technology  and  workers 
;ized  by  fat  profit-sharing  bonuses, 
r  produces  a  ton  of  flat-rolled  steel 
less  than  an  hour  of  labor.  That's 
times  quicker  than  big  steel  com- 
s  in  Germany.  Japan,  or  the  U.  S. 
■iH  GOING.  In  response.  Big  Steel 
eded  a  growing  share  of  the  com- 
;y-grade  steel  market  to  the  minis, 
iting  into  higher-margin  specialty 
>.  Major  steelmakers  have  teamed 
Japanese  partners,  to  set  up  new 
s  that  already  embrace  much  of  the 
labor  relations,  achieving  higher 
ty.  Teams  of  USW  workers,  for  ex- 
3,  run  Inland  Steel  Industries  Inc. 
Nippon  Steel  Corp.'s  $1.1  billion 
venture  in  New  Carlisle,  Ind. — with 
)remen.  Workers  share  profits  and 
iction  bonuses,  and  all  make  the 
!  pay — about  $50,000  last  year, 
iing  alone  costs  $70,000  per  worker, 
at  works  fine  at  new  sites,  but  the 
riments  have  had  rougher  going  in 
integrated  plants.  Yet  such  a  revo- 
lary  approach  is  exactly  what  the 
1  has  put  on  the  table.  Leading  the 
tiations  is  USX's  U.  S.  Steel  Group, 
?h  its  contract  doesn't  expire  until 
January.  The  contracts  of  Bethle- 
Steel,  Inland,  and  National  exjjire 
ily  31,  so  they  will  pick  up  the  talks 
)ril  if  U.SX  and  the  union  fail  to  reach 
^reement  by  then.  Entrenched  inter- 
on  both  sides  stand  ready  to  block  a 
r  breakthrough.  But  with  so  much 
eration  on  the  table,  plenty  of  small- 
Jvances  are  sure  to  slip  through. 
Stephen  Baker  and  Thomas  Biiell  Jr. 
ittsbu  rgh 


Commentary/by  Andrea  Rothman  and  Seth  Payne 

SOONER  OR  LATER,  AIRLINES 
MUST  LEARN  TO  FLY  SOLO 


Finally,  the  U.  S.  airline  industry  is 
getting  the  attention  it  craves. 
Responding  to  loud  lamentations 
by  carriers  that  have  lost  $8  billion 
over  the  past  three  years.  Congress  on 
Mar.  23  authorized  a  panel  to  assess 
the  carnage.  Hopefully  christened  the 
National  Commission  to  Ensure  a 
Strong  Competitive  Airline  Industry, 
the  group  will  have  90  days  to  issue  its 
recommendations  to  the  Hill  and  to 
President  Clinton. 

Certainly,  the  commission  should 
seek  out  constructive  solutions.  But  it 
might  bear  in  mind, 
too,  how  the  air- 
lines got  into  this 
mess.  The  big  carri- 
ers are  hemorrhag- 
ing money  now 
because  they  ex- 
panded wildly  over 
the  last  decade. 
They  borrowed  too 
much,  ordered  too 
many  planes,  tried 
to  serve  too  many 
routes,  and  often 
made  poor  acquisi- 
tions. Fare  wars 
didn't  help.  So 
there's  no  reason 
to  consider  any  ma- 
jor bailout.  After 
all.  Southwest  Air- 
lines Co.,  fighting 
the  same  recession 
as  everyone  else, 
has  stayed  in  the 
black.  Rivals  can  learn  a  thing  or  two 
about  productivity  and  efficiency  from 
the  carrier. 

HELPING  HAND.  Some  issues,  though, 
merit  a  hearing.  Bankruptcy  is  one. 
The  Big  Three — American,  Delta,  and 
United — complain  that,  by  artificially 
lowering  carriers'  cost  structure.  Chap- 
ter 11  protection  lets  weak  airlines  set 
prices  according  to  their  cash-flow 
needs — and  forces  solvent  carriers  to 
match  unprofitable  fares. 

Bankrupt  carriers  typically  counter 
that  some  of  the  most  savage  fare 
wars  have  been  started  by  their  stron- 
ger rivals.  True.  But  it's  undeniable 
that  bankruptcy  does  help  weaker  com- 
panies charge  lower  fares  and  that  air- 
line seats  are  a  commodity  market 
driven  by  price.  The  solution:  Set  a  lim- 
it on  how  long  carriers  may  enjoy  pro- 
tection. A  bill  sponsored  by  Senator 


FUNDS  EARMARKED  FOR  AIRPORTS  ARE 
BEING  USED  TO  FIGHT  THE  DEFICIT 


Howell  Heflin  (D-Ala.)  that  proposes  a 
180-day  limit  for  submitting  reorgani- 
zation plans  deserves  consideration. 

A  rollback  of  the  passenger  ticket 
tax  should  also  have  a  place  on  the 
agenda.  In  1990,  Congress  hiked  that 
levy  from  87'  to  107.  The  money  is 
supposed  to  go  into  the  Aviation  Trust 
Fund  for  air-system  improvements. 
But  that  fund  already  has  a  surplus  of 
$7  billion,  and  the  extra  27' — which 
yields  roughly  $1  billion  a  year — has 
been  used  to  offset  the  government's 
budget  deficit.  Why  not  drop  the  27 
and  let  the  airlines 
keep  the  differ- 
ence— or  lower 
fares'? 

DEBT  TRAP.  Anoth- 
er in'oblem;  The  in- 
dustry-wide dearth 
of  capital.  Ameri- 
can Airlines  Chair- 
man Robert  L. 
Crandall  proposes 
offering  loan  guar- 
antees for  jet  pur- 
chases. But  that's 
not  the  answer. 
Why  offer  incen- 
tives for  airlines  to 
add  more  debt?  In 
the  past  four  years, 
the  Big  Three  air- 
lines alone  have 
doubled  their  lever- 
age, to  807  of  capi- 
talization. Instead, 
the  industry  should 
seek  equity.  The  commission  should 
urge  Congress  to  let  foreign  carriers 
acquire  497  voting  control  of  U.  S.  air- 
lines, and  maybe  more.  Concerns  about 
national  security  could  be  allayed  with 
laws  permitting  seizure  of  assets  dur- 
ing war. 

If  anything,  the  commission  should 
err  on  the  side  of  restraint.  The  air- 
lines' hard  times  are,  after  all,  largely 
self-inflicted.  And  now,  finally,  they 
are  taking  necessary  steps  to  improve 
their  lot.  Already,  some  forecasters 
predict  the  industry  will  erase  1992's  $3 
billion  loss  and  break  even,  thanks  to 
stringent  cost-cutting  and  greater  pric- 
ing restraint.  Some  aid  may  be  war- 
ranted, but  airlines  must  fly  them- 
selves out  of  the  storm  they  created. 

Rothman  and  Payne  watch  the  skies 
for  BUSINESS  WEEK. 
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HEALTH  I 


THE  NICOTINE  PATCH 
LOOKS  A  BIT  RAGGED 


Side  effects  and  a  lack  of  effectiveness  have  demand  lagging 


EX-QUITTiR  TURNBULL:  THE  SUCCESS  RATE  MAY  BE  LESS  THAN  22% 


Chain-smoker  Cynthia  Turnbull  fig- 
ured last  year  that  she  would  final- 
ly kick  the  habit  after  19  years. 
The  ::!H-year-old  Philadelphia  secretary 
got  a  doctor's  prescription  for  nicotine 
patches,  which  she  wore  faithfully.  But 
within  days,  she  started  getting  leg 
pains  so  severe  that  she  ended  up  in  a 
hospital  emergency  room.  When  the 
ache  didn't  subside  with  a  lower-dose 
patch,  she  gave  up.  "I  don't  know  how 
to  live  without  smoking,"  she  says  now. 

As  Turnbull  discovered,  the  nicotine 
patch  is  hardly  the  revolutionary  anti- 
smoking  weapon  it  once  seemed  to  be.  In 
last  year's  second  (juarter  alone,  doctors 
wrote  some  three  million  patch  prescrip- 
tions. But  since  then,  awareness  of  the 
product's  modest  effectiveness  and  occa- 
sional side  effects  are  stubbing  out  de- 
mand. As  a  result,  proflictions  early  last 
year  that  the  four  ])atch makers — the  Le- 
derle  Laboratories  iniit  of  American 
Cyanamid,  Ciba-Geigy,  Marion  Merrell 
Dow,  and  Warner-Lambert — woidd  sell 
$1  billion  worth  of  the  devices  annually 
are  turning  to  ashes.  U.  S.  sales  came  in 
at  about  $520  million  in  1992,  and  ana- 
lysts say  the  patchmakers  liiay  be  lucky 
to  reap  $450  million  this  yea  ■. 

Why  such  a  quick  turnab  ut  in  the 
patch's  prospects?  The  devices  are  ex- 
pensive, for  one:  A  6-to-20  week  ;  irescrip- 


tion  goes  for  $168 
to  $660.  And  some 
studies  show  that  as 
few  as  22'^  of  users 
were  able  to  stay  off 
smokes  beyond  six 
months.  Many  of  those 
who  failed  had  refused 
to  join  support  groups — 
radically  cutting  the  suc- 
cess rate. 
FREEBIES.  Moreover,  other 
problems  have  flared  up  since  the  patch 
debuted  in  late  1991.  First,  heavy  adver- 
tising stirred  ujj  far  more  demand  than 
manufacturers  could  handle,  creating 
shortages.  Then,  the  companies  riled  the 
Food  &  Drug  Administration  and  attor- 
neys general  in  11  states  by  failing  to 
make  clear  in  their  ads  that  the  patch  is 
no  cure-all  but  at  best  can  help  deter- 
mined quitters  slog  through  to  the  end. 

Most  damaging  of  all  was  last 
spring's  news  that  a  few  Massachusetts 
patch  users  had  suffered  heart  attacks. 
Even  though  the  patch  has  not  been  con- 
clusively linked  to  heart  attacks,  demand 
plunged.  Now,  only  slightly  more  than 
one  million  patch  prescriptions  are  being 
written  each  quarter,  one-third  the  peak 
level.  "We  can't  even  give  away  the 
patch  anymore,"  complains  Dr.  Gary  B. 
Bernett  of  Drexel  Hill,  Pa. 


Manufacturers  are  showing  the  s 
After  announcing  in  late  Februan 
it  would  donate  two  million  of  its 
Step  patches  free  to  state  health 
cials,  mainly  to  be  given  to  the 
Lederle  boosted  the  giveaway  to 
million  in  early  March.  Lederle  c 
the  giveaway  is  linked  to  fallin 
mand.  But  rivals  say  Lederle  has  r 
ly  fallen  to  last  place  in  patch  pr€ 
tions.  And  the  company  has  also  si 
a  rebate  program  that  refunds 
one-third  of  the  normal  $168  cost 
weeks  of  its  patches  to  users  who 
they  have  worn  one  that  long. 
A  FAD?  Legal  and  financial  problen 
also  fouling  the  air  at  Ciba-Geigy 
and  Marion  Merrell  Dow  Inc.  Cil 
Mar.  15  announced  that  it  had  set 
dispute  with  the  11  state  attorneys 
eral  by  agreeing  to  step  up  warnir 
its  ads  and  pay  $550,000  toward 
fees.  Ciba's  ads  now  will  note  th 
Habitrol  is  proven  effective  only 
used  in  a  behavior-modification  pro 
and  will  discourage  use  for  more 
three  months  at  a  time.  "The  ads 
pitching  the  nicotine  patch  Habitro' 
magic  bullet,  a  quick  fix,  and  a  par 
without  discussing  adequately  the  \. 
tial  risk  and  the  limited  effe 
ness  of  the  product,"  g 
David  Woodward,  a 
cial  assistant  attc 
general  in  Minne 
Marion  Merrell 
whose  ads  have 
been  targeted,  is 
cussing  a  settlei 
Patch  trouble 
already  filt< 
down  to  the 
panies'  bo 
lines.  At  Mi 
for  instance,  ( 
pointing  Nicoderm 
are  a  major  reason  PaineWebbei 
analyst  Ronald  M.  Nordmann  ex 
the  Kansas  City  (Mo.)  drugmaker's 
ings  for  the  first  quarter  of  1993  t 
to  $57  million,  down  6G7'  from  last  y 
first  quarter.  Nordmann  also  figure 
company's  revenues  will  fall  175 
$650  million,  thanks  partly  to  poor  ] 
sales. 

Gregory  Westerbeck,  product  dir 
for  Marion  Merrell's  Nicoderm,  a< 
that  "the  elements  of  a  fad"  pumpe 
patch  sales  early  on  but  contends 
the  market  will  see  "consistent,  m 
ate  growth"  from  now  on.  But  ske 
figure  the  patch  eventually  may  be 
gated  to  a  modest  therapeutic 
Smokers  "have  to  be  motivated  to  c 
says  Dr.  Donald  S.  Miller  of  Ardr 
Pa.  Otherwise,  the  patch's  shortcon 
make  it  another  excuse  for  lighting 
B;/  Joseph  Weber  in  Philade 
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^DE  PORT"  VACANCIES:  "WE  DIDN'T  KNOW  WHAT  THE  HELL  WE  WERE  DOING'' 


SSONS  FROM  THE  FIRST 
G  BASE  TO  GO  DARK 


sc^  Air  Force  Base's  conversion  has  been  costly  and  contentious 


a  ghost  town,  New  England-style. 
Low  after  row  of  apartment  build- 
igs  stand  empty,  their  weathered 
jles  starting  to  crack.  Snow  is  piled 
in  front  of  the  school's  shuttered 
s.  Farther  on,  the  road  is  flanked  by 
!  silent  structures.  On  one,  a  sign 
luncing  "Bowling"  is  fading  into 
ion. 

elcome  to  the  former  Pease  Air 
e  Base  on  ,the  New  Hampshire 
t.  Once  the  proud  home  of  a  Strate- 
kir  Command  wing.  Pease  shut  its 
s  two  years  ago,  after  being  de- 
id  surplus.  That  made  it  a  pioneer  of 
i,  the  first  major  military  base  to 
;  since  the  mid-1970s.  Now,  with  doz- 
more  scheduled  to  follow  suit  in  the 
s,  hard-hit  regions  across  the  coun- 
ire  looking  to  Pease  for  lessons. 
1  far,  the  Pease  experience  suggests 
base-redevelopment  efforts  will  be 
,  costly,  and,  above  all,  politically 
entious.  Four  years  after  starting  to 
the  base's  closure.  New  Hampshire 
;ials  can  point  to  some  modest  suc- 
'  es.  They've  developed  a  plan  to  turn 
!e  into  an  international  trade  port 
industrial  center.  And  they've  lured 
mdful  of  new  tenants  to  the  site, 
iding  two  regional  airlines  and  a  bio- 
nology  company.  By  1996,  the  ten- 
are  expected  to  employ  more  than 
people. 


But  half  of  those  jobs  derive  from  a 
federal  pork-barrel  project — a  passport- 
and-visa  office  announced  weeks  before 
the  1992  New  Hampshire  primary.  To 
attract  private  tenants,  officials  have 
promised  millions  of  dollars'  worth  of 
free  rent  and  cut-rate  loans.  Critics  con- 
tend the  project  has  been  mismanaged 
and  wasteful.  "People  should  come  to 
Pease  to  learn  what  not  to  do,"  says 
Deborah  Arnesen,  the  unsuccessful  1992 
Democratic  candidate  for  governor. 

Even  the  project's  defenders  concede 
that  progress  has  been  slower  than  an- 
ticipated. The  biggest  roadblock:  envi- 
ronmental regulations,  which  weren't  a 
factor  in  earlier  base  closures.  In  the 
middle  of  the  transfer,  the  Air  Force 
discovered  toxic-waste  sites  on  the  base. 
Sorting  out  the  cleanup  involved  several 
agencies  and  took  months. 

Sorting  out  the  politics  took  even  long- 
er. The  GOP-dominated  state  government 
grabbed  control  of  the  project,  citing  the 


One  new  tenant  is  getting  four 
years  of  free  rent — worth 
$1  million  a  yeai" — and  $10 
million  in  low-interest  loans 


im])act  of  losing  4,600  jobs.  It  was  a 
stunning  move  for  a  notoriously  tight- 
fisted  state  that  had  long  shunned  devel- 
opment. Pease  Development  Authority, 
created  to  handle  the  conversion,  got  the 
go-ahead  to  issue  $250  million  in  bonds. 

By  staking  so  much  on  Pease,  then- 
Governor  Judd  Gregg  politicized  the  pro- 
cess. He  appointed  loyal  operatives  to 
top  PDA  posts,  angering  local  officials 
who  urged  that  a  development  expert  be 
hired.  "These  people  were  total  ama- 
teurs," sneers  Thomas  J.  Morgan,  town 
planner  of  neighboring  Newington, 
N.  H.  Admits  PD.^  Executive  Director 
George  C.  "Skip"  Jones:  "When  we 
came  in,  we  didn't  know  what  the  hell 
we  were  doing.  We  underestimated  the 
complexity."  But  supporters  contend 
that  political  connections  were  vital  as 
the  project  vied  for  funding  and  navigat- 
ed bureaucracies. 

CAMPAIGN  TOY.  Certainly,  there  was 
plenty  of  amateurish  planning.  Former 
PDA  board  member  Robert  R.  Field  Jr. 
says  many  PDA  announcements  were 
"timed  to  what  appeared  to  be  a  political 
agenda."  For  example,  state  officials 
kept  predicting  a  decision  by  Deutsche 
Airbus  to  put  a  $60  million,  400-job  air- 
craft-maintenance facility  at  Pease.  A 
private  developer  might  not  have  gone 
out  on  such  a  limb,  but  it  suited  the 
needs  of  Governor  Gregg,  who  was  in  a 
tight  race  for  senator  last  year.  Since 
the  election,  PDA  officials  have  admitted 
the  deal  is  on  hold. 

More  substantively,  the  state  and  the 
Air  Force  ignored  the  need  for  a  trans- 
portation study  to  determine  the  impact 
of  redevelopment  on  air  quality.  Now, 
the  Air  Force  is  being  sued  by  the  Con- 
servation Law  Foundation,  which  is 
seeking  to  halt  all  development.  PDA  offi- 
cials say  uncertainty  about  the  lawsuit's 
impact  is  hurting  leasing  efforts. 

Among  those  who  are  happiest  are  the 
new  tenants.  Business  Express  Inc.,  a 
regional  airline,  moved  a  big  mainte- 
nance base  to  Pease  and  operates  sever- 
al flights  a  day.  In  return,  it's  getting 
four  years  of  free  rent — worth  $1  million 
a  year — and  $10  million  in  low-interest 
loans,  plus  a  commitment  that  the  state 
will  train  up  to  200  employees. 

PDA  officials  say  it  needs  such  deals  to 
attract  big  tenants.  The  original  hope  for 
12,000  new  jobs  may  be  wildly  optimistic. 
But  some  outsiders  believe  that,  mis- 
managed or  not.  Pease  still  has  big  ad- 
vantages that  could  eventually  bring 
success.  "They're  60  miles  from  Boston, 
they  have  a  great  runway,  they're  just 
off  a  major  highway,  and  they're  throw- 
ing money  at  the  problem,"  says  Keith 
Cunningham,  an  analyst  at  Business  Ex- 
ecutives for  National  Security,  a  dovish 
Washington  think  tank.  "They  may  be 
successful  in  spite  of  themselves." 

By  Mark  Marewont  in  Ncivingfou,  N.  H. 
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FLORIDA  HOMEOWNER  BAX  IS  FEELING  DEFENSELESS 


YOU  Wm  IN 
GOOD  HANDS 

Major  property  insurers  are' 
pulling  out  of  storm-prone  ar- 
eas. Here's  what  they've  done 
to  reduce  their  exposure: 

STATE  FARM  The  country's 
largest  home  insurer  says  Flori- 
da agents  can  write  policies 
only  to  replace  those  that 
lapse.  It's  reviewing  coverage 
in  other  Gulf  states. 

ALLSTATE  The  No.  2  home  in- 
surer is  allowing  some  Florida 
policies  to  expire  and  has 
stopped  writing  new  policies 
except  for  its  auto  customers.  It 
may  do  the  same  in  New  York. 

PRUDENTIAL  On  Jan.  29,  it 
announced  an  18-month  mora- 
torium on  new  policies  in  Flori- 
da and  said  it  would  review 
other  areas.  It's  also  not  renew- 
ing some  Florida  policies. 

TRAVELERS  It  has  stopped 
writing  new  policies  in  South 
Florida,  on  Long  Island,  and 
along  the  Connecticut  coast 

DATA  COMPANY  REPORTS 


THE  WEATHER  HAS  HOME  IHSURERS 
RUNNING  SCARED 


They're  cutting  homeowners  adrift  after  surprisingly  high  storm  losses 


The  sfuy  standing  with  his  feet  in 
the  Florida  surf  is  not  happy.  The 
property  pohcy  on  Jim  Bax's  three- 
story  beachfront  home  in  Longboat  Key 
was  canceled,  effective  in  May,  by  his 
insurance  company,  a  small  regional  out- 
fit. Don't  ask  aliout  the  other  insurers  in 
town:  None  wants  Bax's  business. 
"They're  getting  more  and  more  cau- 
tious," Bax  complains.  That  means,  if 
another  storm  hits,  he's  on  his  own. 

Bax  is  (jne  of  500,000  Floridians  left 
high  and  dry  by  insurers,  which  are  dra- 
matically curtailing  property  coverage  in 
coastal  areas.  Many  companies  have 
even  stopped  writing  policies  altogether 
in  Florida  and  Hawaii  (table).  Big  insur- 
ers, finding  themselves  suddenly  overex- 
posed, want  to  hedge  risks  by  reducing 
their  coverage  of  waterside  homeown- 
ers. Some  are  hiking  prices,  too,  but 
that's  a  quick  fix:  Higher  premiums  now 
won't  cover  outsized  losses  from  storms 
in  the  next  few  years,  the  insurers  say. 


Simply  put,  "our  exposure  is  unaccept- 
able," says  Dale  S.  Hammond,  a  Travel- 
ers Corp.  senior  vice-president. 

While  Florida  homeowners  have  suf- 
fered most  from  the  cutbacks,  the  prob- 
lem is  rapidly  spreading  to  other  re- 
gions. Rating  agency  A.  M.  Best  Co. 
estimates  that  407f  of  Hawaiians,  or 
80,000  homeowners,  will  lose  insurance 
this  year.  And  residents  of  the  New 
York  metropolitan  area  bordering  Long 
Island  Sound  could  be  next. 
BIG  HOLES.  The  industry  has  no  lack  of 
reasons  for  cutting  back.  December's 
northeaster  and  the  March  blizzard 
caused  billions  of  dollars  in  damage  to 
wind-lashed  homes — adding  to  the  costs 
of  Hurricane  Andrew.  The  $16.5  billion 
in  damages  from  that  storm  grossly  ex- 
ceeded insurers'  expectations,  which  had 
been  based  on  woefully  inadequate  mod- 
els. In  some  cases,  losses  were  under- 
estimated by  as  much  as  40'/i. 

The  storms  ripped  holes  in  what  tradi- 


tionally has  been  a  very  lucrative  u 
ness.  For  199'2,  the  insurance  imi 
paid  $1.56  in  claims  for  every  $1 
into  homeowners'  policies,  accord n 
Best.  That  has  created  far  too  big  :  - 
to  close  with  investment  income, 
interest  rates  are  yielding  an  avera 
just  7%.  Stung  by  its  big  Florida  ; 
State  Farm  Fire  &  Casualty  Co.,  tli 
tion's  largest  home  insurer,  posi 
$1.2  billion  loss  last  year. 

That  has  sent  insurers  franticall 
vising  their  loss  estimates  for  I'l 
storms  to  account  for  greater  jm 
tions  and  higher  property  values 
scary  finding:  The  damage  possil)!. 
single  South  Florida  storm  could  i 
$75  billion.  That's  ahnost  half  thi 
billion  the  industry  has  in  reserve  li 
all  claims,  including  those  from  aui 
cidents  and  third-party  liability  aw; 

So  insurers  such  as  Travelei':- 
backing  down.  After  aggressively  I 
ing  its  share  of  the  South  Florida 
ket  to  5%,  Travelers  decided  in  tln' 
1980s  to  reduce  risks  by  cutting  ba( 
the  2'/''  share  it  holds  nationwidi 
didn't  move  fast  enough:  With  a 
share  of  the  region's  homes,  the  co 
ny  paid  out  $240  million  in  claims 
Andrew.  Now,  it  has  put  into  ei'lV 
limited  ban  on  policies  in  the  are 
well  as  along  the  Long  Island  coas 

One  solution  for  dispossessed  h 
owners:  state-run  associations  t'> 
lished  to  handle  the  troubled  risks, 
the  beachfront  homeowner  and  a  s 
businessman,  heads  a  state-run  ass 
tion  formed  to  provide  policies  for  a 
doned  Florida  residents.  The  down 
though,  is  that  premiums  typically 
257'  to  357"  above  comparable  cove 
from  commercial  companies.  In  M; 
chusetts,  premiums  in  a  state  pool 
run  60"f  higher  than  private  rates. 
MORE  HEAT.  Are  insurers  making 
right  decision?  While  the  restrict 
should  lift  industry  profits,  they  I 
bred  animosity  among  the  very  ag 
oa  whom  the  companies  depend  for  1 
ness.  And  they  have  not  gone  unnol 
in  state  capitals  and  in  Washingtor 
February,  New  Hampshire  agent 
Gustafson  called  the  practice  "redlin: 
before  a  House  subcommittee. 

With  insurers  already  taking  heat 
high  health  costs  in  Washington,  it 
bad  time  for  that  sort  of  publicity, 
big  companies  say  they  may  returi 
abandoned  areas  when  regulators  ai 
them  to  charge  enough  to  justify  risl 
probably  407  to  507  more  than  cur 
rates.  But  that  could  take  as  long 
three  years.  Until  then,  the  indust 
bad-guy  reputation  will  only  wor^ 
And  homeowners  will  have  to  husti 
find  any  insurance  they  can  get. 

By  Chris  Roush  in  New  H( 
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THE  SAN  JOAQUIN  VALLEY, 
iRDLY  A  SPRINKLE 


(1  fought  is  officially  over — but  not  in  the  key  agricultural  belt 


i>n't  a  cheerful  group  gathering 
•ound  the  dinner  table  these  days  at 

Willie  Rodrigues  household.  The 
le  grower,  who  farms  outside 
.M.  Calif.,  listens  while  his  son  Den- 
•onders  where  the  $1,000  will  come 

for  new  tractor  batteries.  Until 
he's  forced  to  jump-start  seven  of 
5  tractors  that  are  needed  for  the 
■acre  farm.  Another  son,  Bruce, 
t  taken  his  $1,000  monthly  draw 
the  farm's  income  home  to  his  fam- 
:  three  since  December.  And  those 
may  seem  small  if  lo- 
enders  decide  against 
g  the  family  the  $1.5 
in  it  needs  this  spring 
ant  tomatoes,  peaches, 
jarbanzo  beans, 
lifornia  has  declared  its 
jar  drought  over,  but  in 
lan  Joaquin  Valley,  cen- 
>f  the  state's  $18.5  bil- 
agriculture  industry,  it 
on.  The  two  weeks  of 
.  .g  rain  this  winter  that 
ed  reservoirs  and  piled 

on  the  mountains  is 
trickling  toward  the  re- 
s  nearly  20,000  farms, 
ral  water  officials  are 
r  heavy  pressure  from 
Environmental  Protec- 
Agency,  which  wants  to 
ove  water  quality,  and 
vorried  about  the  plight 
ndangered  fish  in  the 
imento  River.   So,  on 

12  they  announced 
will  send  farmers  only 
of  the  water  allotments  they  got 
re  the  drought  (table).  The  rest  is 
J  held  against  possible  shortages. 
FROM  ABOVE.  For  the  once-green 
y,  another  year  without  water  has 
ght  many  farmers  perilously  close 
ctinction.  "If  you  don't  have  water, 
lesn't  matter  how  good  you  farm," 
nts  Clay  Groefsema,  a  garlic  and 
1  grower  45  miles  west  of  Fresno. 

50  farms  were  shuttered  in  his 
m  in  the  past  two  years.  Now,  local 
ials  worry  that  many  more  could  go 
1  in  the  next  year.  As  much  as  10'  ^ 
le  land  in  the  Westlands  Water  Dis- 
.  an  area  the  size  of  Rhode  Island, 
be  idled  this  year,  district  officials 
In  that  region  alone,  farmers  expect 
y  off  3,-500  workers.  Sales  of  fertiliz- 
id  farm  equipment  are  down  by  30' ! 


as   farmers  brace   for  the  cutbacks. 

The  bad  news  is  being  delivered  to  the 
valley's  100,000  workers  by  local  banks. 
No  longer  confident  that  farmers  will 
have  the  water  they  need,  fewer  lenders 
will  ante  up.  Tenant  farmer  Dean  Fergu- 
son couldn't  get  a  loan  for  the  500  acres 
he  rented  last  year,  and  he  won't  plant 
this  year  at  all.  "You  can't  make  finan- 
cial judgments  on  the  mere  assumption 
the  water  is  going  to  be  available  any- 
more," says  Mike  Fitch,  a  vice-president 
at  Wells  Fargo  Bank  in  Walnut  Creek. 


has  pointed  a  finger  at  us  and  said, 
'you're  it'  "  for  making  loans  this  year, 
marvels  Prodco  Vice-President  Mark 
Turmon. 

Worse  yet,  the  days  when  farmers 
were  guaranteed  their  full  water  allot- 
ment from  the  federal  Central  Valley 
Project  aren't  likely  to  return  anytime 
soon.  So  far,  farm  lobbyists  are  fighting 
a  losing  battle  in  Washington  and  Sacra- 
mento against  environmentalists  eager 
to  save  such  endangered  species  as  the 
delta  smelt  and  the  winter  run  of  Chi- 
nook salmon.  Boosting  water  supplies  to 
valley  farmers  might  harm  both  fish, 
which  are  protected  by  the  Endangered 
Species  Act  of  1973.  And  many  city  busi- 
nesses, fretting  they  won't  have  enough 
water,  back  the  environmentalists. 
SPRING  HOPES.  Still,  most  farmers  will 
be  able  to  hang  on.  Thirsty  as  many 
farms  are,  most  are  getting 
more  water  now  than  in  the 


The  bankers  have  been  burned  before. 
In  the  mid-1980s,  when  the  drought  first 
hit,  banks  were  forced  to  take  losses  on 
up  to  6'/f  of  the  $3.4  billion  in  loans  they 
had  issued  to  California  farmers.  At  one 
point,  as  many  as  one  in  five  loans  was 
past  due.  Since  then,  overall  ag  lending 
has  tightened  up,  and  loans  have  fallen 
dramatically:  In  1991,  just  $13.8  billion  in 
ag  loans  was  issued  in  the  state,  accord- 
ing to  the  U.  S.  Agriculture  Dept.,  down 
from  $17.6  billion  in  1984. 

Even  for  those  able  to  swing  a  loan, 
life  isn't  simple.  Tomato  grower  William 
Coit  had  to  pony  up  25''  of  his  farm's  $1 
million  in  needed  working  capital — vs. 
lO'/'  in  the  past — before  the  bank  would 
finance  the  rest.  With  banks  lending 
less,  loans  at  Fresno's  Prodco  Finance 
Co.  have  jumped  by  20''.  "It's  like  God 


worst  of  the  drought — when  allocations 
fell  to  as  little  as  2.5','  of  normal.  And 
more  water  may  be  available  once  the 
Sierra  Nevada  mountain  snow  runoff 
starts  this  spring.  Up  north,  federal  sup- 
plies to  farmers  have  already  risen  to 
65''  of  normal. 

It  may  take  a  lot  more,  though,  to  get 
families  such  as  the  Rodrigueses  off  the 
endangered  list.  The  family  had  greeted 
this  February's  heavy  rain  like  a  long 
lost  relative,  but  now  it's  just  one  more 
disappointment.  "I  remember  as  a  kid 
Dad  bringing  us  out  to  this  field."  re- 
calls Dennis.  "He  used  to  say,  'this  is 
where  our  future  is.'  Now,  all  we've  got 
is  dust."  If  relief  doesn't  come  quick, 
that  lament  will  echo  through  the  San 
Joaquin  Valley  in  the  months  to  come. 
Bi/  Laura  M.  Holson  in  Fresno.  Calif. 
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PAYIKG  THE  PIPER 

Maybe  you  can':  buy  City 
Hall.  In  March,  the  Federal 
Election  Commission  fined 
10  well-heeled  political  pa- 
trons, many  of  them  take- 
over magnates  of  the  1980s, 
for  making  campaign  contri- 
butions totaling  more  than 
$25,000  in  a  single  year. 
The  violations,  to  which  all 
10  admitted,  were  made 
between  1988  and  1990. 
Below,  the  big-name  offend- 
ers and  the  amounts  by 
which  their  donations  ex- 
ceeded limits; 

EXCESS  FINE 


Donald  Trump 

547,050  $15,000 

Harold  Simmons 

46,176 

19,800 

Henry  Kravis 

36,961 

8,000 

William  LeRach 

26,232 

7,100 

Dwayne  and 
Dorothy  Andreas 

18,360 

8,000 

Ronald  Perelman 

7,500 

1,500 

Ira  Riklis 

6,500 

2,500 

Raymond  Kravis 

6,250 

1,000 

Caroline 
Rose  Hunt 

3,150 

800 

DATA  FEDERAL  ElEOION  COMMISSION 


LOPEZ  LEADS 

A  PARADE  OUT  OF  CM 


►  Is  thai  tlie  nther  shoe  drop- 
ping? Six  other  shoes?  With 
their  boss's  on-a^ain,  off- 
a^ain  ileparlure  for  \'olks- 
wa^en  now  (apparently)  fi- 
nal, si.\  (ieneral  Motors 
purehasinj;'  executives  have 
decided  to  follow  J.  I^'nacio 
Lopez  de  Arrioilua  out  the 
door.  Three  senior  managers 
and  three  buyers  resif^ned  on 
Mar.  'I'l,  apijarently  to  jjo  to 
\  \\.  All  woi-ked  for  Lopez  in 
Europe,  and  four  followed 
him  to  Detroit.  CM  Chief  Ex- 
ecutive Jack  Smith  says  he 
expects  to  name  Lopez'  re- 
placement by  Apr.  5,  when 
(;m's  board  next  meets.  GM 
managed  to  announce  Lopez' 


dejjarture  with  a  last-mintite 
insert  in  its  just-pul)lished  an- 
nual report. 


MERCK:  CUTBACKS,  BUT 
IN  A  NEW  BUILDING 


►  Roy  Vagelos  wasn't  kid- 
fliiiK.'  Last  fall,  the  Merck 
I'Eo  warned  of  a  "highly 
pressurized"  decade  for  drug 
companies.  Investor  worries 
have  shaved  more  than  a 
third  off  Merck's  stock  mar- 
ket value  since  early  last 
year,  and  company  eai'nings 
are  being  squeezed  by  slack 
sales  of  such  key  drugs  as  its 
new  prostate-disease-fighter 
Proscar  and  anticholesterol 
medicine  Mevacor.  Now,  Va- 
gelos  is  moving  to  stem  the 
damage  by  cutting  1,000  jobs, 
or  2.6'>  of  Merck's  work 
force,  this  year.  Top  execs 
will  take  pay  cuts  of  up  to 
10';.  The  irony:  Merck's 
gleaming  new  $228  million 
headquarters  complex. 


BUD  MAKES 

A  MEXICAN  FORAY 


►  American  l)eer  giant  An- 
heuser-Busch figures  where 
there's  thirsty  folks  there's 
money  to  be  made.  On  Mar. 
22,  it  plunked  down  $477  mil- 
lion for  18'.''  of  Mexican 
brewmaster  Grupo  Modelo, 
which  produces  Corona,  the 
to])-selling  brew  in  fast-grow- 
ing Mexico.  The  Mexican  for- 
av  followed  news  three  davs 


WASN'T  THAT  AN  ANDY  WARHOL  MOVIE? 


Who  says  there's  nothing  good 
on  television?  Not  the  people  of 
Columbia,  S.  C,  where  Cablevi- 
sion,  in  the  throes  of  adding  ca- 
pacity, last  year  found  itself 
with  a  spare  channel  and  noth- 
ing to  air.  It  aimed  a  borrowed 
video  camera  at  an  aquarium 
filled  with  tropical  fish,  donated 
by  a  local  pet  store  in  return  for 
an  on-air  plug.  Add  soothing 
background  music  and,  presto: 
the  "Relaxation  Channel." 

The  low-budget,  seemingly  innocuous  programming  (li- 
loyal  audience  of  thousands — so  loyal  that  when  the  fisi 
the  hook  to  make  way  for  the  Sci-Fi  Channel,  outraged 
besieged  Cablevision  with  calls  and  letters  denouncini.: 
slimy  move.  Now  the  marine  celebrities  (starfish?)  are  bai- 
12  hours  a  day,  sharing  a  slot  with  a  movie  channel, 
there's  a  bonus:  an  all-new,  saltwater  tank — and  subscr 
won't  even  have  to  pay  a  premium. 


earlier  of  Bud's  joint  venture 
with  Japan's  Kirin  Brewery 
to  market  Budweiser  brands 
in  that  country.  With  a  lock 
on  44a  of  the  U.  S.  beer  mar- 
ket and  further  big  gains  un- 
likely, Anheuser  executives 
have  made  no  secret  of  their 
desire  to  push  more  aggres- 
sively into  faster-growing  in- 
ternational markets. 


BUYERS  LINE  UP  FOR 
COMPTON'S  NEWMEDIA 


►  Tlie  W(.)rlds  of  computers 
and  entertainment  are  mov- 
ing ever  nearer.  The  latest 
evidence:  Compt(»n's  NewMe- 
dia,  a  leading  seller  of  multi- 


media  software  on  cii 
disks.  Is  up  for  sale,  am 
tential  buyers  include  1 
mount,  Sony,  and  Cox  < 
munications.  Compi 
parent,  Encyclopedia  I'.i 
nica,  doesn't  have  tli- 
sources  to  develop  and 
ket  expensive  consu 
entertainment  titles,  sue 
the  interactive  Coviii 
Beatles  disks  to  be 
nounced  on  Mar.  81.  Tlie 
should  fetch  between 
$100  million,  says  a  .'-i' 
close  to  the  negotiation- 


A  FREE-SPEECH  WIN 
FOR  BUSINESS 


►  Business  scored  an  n 
pected  victory  on  Mai', 
when  the  Supreme  (' 
ruled  that  the  First  Am 
ment  protects  advertising 
so-called  commercial  spe 
The  O-to-8  decision  up 
lower  court  decisions  stri 
d(jwn  a  Cincinnati  ordin; 
that  banned  advertisers  1 
distril)uting  handbills  in  j 
al  newsracks  on  the  ci 
sidewalks.  Earlier  high  cj 
rulings  indicated  it  didn't! 
essarily  think  commei 
speech  deserved  the  s 
constitutional  protection; 
other  speech.  Now,  the  c 
seems  willing  to  grant  1 
ness  more  protection. 
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)W  PEROT  '96 
SHAPING  CLINTON  '93 


;)  Washington  sophisticates,  Ross  Perot  seems  to  be 
verginjij  on  self-parody,  hawking  memtjerships  in  his 
United  We  Stand  America  organization  like  Patsy  Cline 
Is  and  making  his  populist  appeal  l^efore  shrinking  TV  au- 
3S.  But  don't  be  fooled  by  the  put-downs:  The  political 
lishment  is  deeply  won-ied  aliout  the  reformist  fever  Per- 
3  unleashed.  "The  Perot  phenomenon  has  demonstrated 
■ustration  and  anger  about  government's  failures,"  says 
r  David  Osborne,  father  of  the  "reinventing  govern- 
'  movement. 

one  is  working  harder  to  co-opt 

.ism  than  President  Clinton,  who 

;he  19  million  Americans  who  voted 

.6  feistiest  little  billionaire  in  Texas 

threat  to  his  own  reelection.  S<i 

m  is  bringing  some  key  Perot  ideas 

.he  White  House.  The  President  is 

ning  town  meetings,  setting  up  toll- 

.elephone  hotlines  for  citizens  to  re- 
,  government  abuses,  and  making  it 

Die  for  computer  users  to  have  an 

e  dialogue  with  the  White  House, 
a  more  substantive  level,  Clinton 

;  to  win  over  Perot  supporters  with 

ew  focus  on  attacking  the  federal 

t.  He's  also  pushing  reluctant  Dem- 

c  congi'essional  leaders  for  legislation  that  curbs  lobbying 

!S  and  overhauls  campaign  finance.  In  an  obvious  bow  to 
''erotnistas,  Clinton  has  also  ordered  Vice-President  Al 
■  to  head  up  a  new  attack  on  government  waste. 
I  igress,  the  main  target  of  Perot's  ire,  is  taking  protective 
II,  too.  The  House  has  killed  off  four  select  committees 
i  igreed  to  trim  committee  staffs  a  bit.  And  more  signifi- 
i  ihanges  may  be  coming.  A  new  Joint  Committee  on  the 
nization  of  Congi-ess,  headed  by  Senator  David  L.  Boren 

da.)  and  Representative  Lee  H.  Hamilton  (D-Ind.)  is 

ing  sweeping  changes  in  Congress's  Byzantine  system  of 

;  and  procedures. 


Now,  even  bureaucrats  are  talking  reform.  On  Mar.  22, 
the  National  Academy  of  Public  Administration  announced 
creation  of  the  Alliance  for  Redesigning  Government.  It  would 
be  easy  to  sneer  at  the  effort  as  just  another  self-serving 
study,  except  that  the  alliance  is  headed  by  Osborne  and 
ijacked  by  a  talented  array  of  state  and  local  officials.  R. 
Scott  Fosler,  president  of  NAPA,  thinks  the  result  could  be  a 
wave  of  government  restructuring  that  parallels  the  downsiz- 
ing that  has  swept  the  business  world.  "That  approach  is 
coming  to  government,"  he  predicts.  "The  old  ways  of  doing- 
things  just  don't  work." 
VENGEFUL  VOTERS.  Osbome  gives  Perot 
credit  for  sounding  the  alann.  The  Texan, 
he  says,  is  doing  "a  fairly  good  job  of 
articulating  the  prol:)lem."  But  he  criticiz- 
es Perot  for  he'mg  "short  on  solutions." 
Osborne  believes  there  are  plenty  of  in- 
novative ideas  in  local  government.  But 
without  some  mechanism  to  share  con- 
cepts, the  reform  drive  remains  "a  move- 
ment without  a  central  nervous  system." 
Through  newsletters,  journals,  and  even 
a  computer  bulletin  board,  the  alliance 
plans  to  encourage  politicians  in,  say, 
Poughkeepsie,  to  try  ideas  that  have 
proved  successful  in  Tampa. 
Neither  Clinton  nor  Congi'ess  nor  the  l)ureaucrats  would  be 
sci'ambling  were  it  not  for  the  specter  of  Ross  Perot's  venge- 
ful voters.  But  pleasing  the  temperamental  Texan  may  be 
well-nigh  impossible.  Despite  phone  calls  and  stroking  from 
Clinton,  Perot  has  pronounced  the  President's  deficit-cutting 
plan  inadequate.  And  it  is  doubtful  that  Clinton's  stab  at 
campaign-finance  reform,  which  is  expected  to  spare  many  fa- 
vored Democratic  fund-raising  techniques,  will  meet  Perot's 
purity  test.  So  for  all  the  Establishment's  exertions,  come 
1996,  Clinton  and  his  feUow  pols  are  likely  to  face  another  run- 
in  with  Perot's  torch-bearing  hordes. 

Bi/  Richard  S.  Dunham 


TALWRAPUPI 


E  ENSE 


w  fense  Secretary  Les  Aspin  final- 
'  I  around  to  filling  second-tier  jobs 

■  Pentagon,  the  appointees  will 
iiged  into  a  raging  internal  battle 

Star  Wars.  The  big  problem  is 

I  lie  $3.8  billion  allocated  for  the 
Mi'gic  Defense  Initiative  isn't 
I'.'h  to  fund  its  big  projects.  The 

major  program  that  seems  safe 
M-  i)OSt-cold-war  world  is  a  tactical 
missile  system  designed  to  pro- 

iroops  from  attack.  This  follow- 
;i>  Raytheon  Co.'s  Patriot  system 
id  be  useful  in  regional  conflicts 
the  Persian  Gulf  war.  Left  scram- 


bling: funding  for  research  into  basic 
technologies,  such  as  diamond  films, 
and  development  of  a  system  to  pro- 
tect the  U.  S.  against  strategic-missile 
attack.  The  Administration's  prelimi- 
nary budget  hasn't  made  choices 
among  these  competing  progi'ams.  "Un- 
til the  new  Clinton  cadre  gets  in,  we'll 
have  internecine  warfare,"  says  one 
top  Pentagon  official. 

COMMUNICATIONS  

The  White  House  appears  ready  to 
name  Antoinette  D.  Cook,  senior 
counsel  to  the  Senate  Commerce  Com- 
mittee, to  head  the  Federal  Communi- 
cations Commission.  But  President 
Clinton  probably  won't  announce  the 


nomination  until  after  an  Apr.  1  meet- 
ing at  which  the  FCC  plans  to  dispatch 
a  couple  of  contentious  issues.  At  the 
session,  the  commission  is  expected  to 
adopt  rules  covering  local  regulation 
of  cable  TV  rates  and  to  sweep  away 
restrictions  on  the  networks'  role  in 
the  $3  billion  syndication  business. 
Holding  off  an  appointment  would  al- 
low a  new  chair  to  avoid  entanglement 
in  these  ancient  controversies.  The  35- 
year-old  Cook,  stepdaughter  of  Clinton 
transition  chairman  Vernon  E.  .Jordan 
•Jr.,  would  fill  the  vacant  seat  of  Chair- 
man Alfred  C.  Sikes.  Columbia  Uni- 
versity economist  Eli  M.  Noam  is  a 
leading  candidate  for  another  seat  on 
the  commis-sion. 


.'N  OUTLOOK 
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WHY  YELTSIN 
MAY  PREVAIL 

THE  PUBLIC  SEEMS  TO  BACK  HIS  BOLD  MOVES 


For  the  former  boxer,  it  was  time  to 
figlit  back.  For  months,  Russian 
President  Boris  Yeltsin's  opponents 
in  tile  jiarliament  pummeled  liim  l)y  ob- 
structinij,'  key  reforms  sucli  as  land  pri- 
vatization. On  Mar.  12,  they  struck  a 
crowning  blow  and  slashed  his  presiden- 
tial powers.  So  on  Mar.  20,  Yeltsin  went 
on  the  attack.  He  called  a  vote  of  confi- 
dence on  his  presidency  for  Apr.  25 — and 
declared  in  a  "special"  rule  that  jjarlia- 
mentary  vetoes  of  his 
decrees  should  not 
have  force.  Fumed 
parliament  speaker 
and  Yeltsin  archrival 
Ruslan  Khasl:)ulatov: 
"It's  a  ciuip  d'ctdt." 

Not  quite,  Comrade 
Khaslndatov.  Yeltsin's 
appeal  to  the  nation 
marks  his  riskiest — 
and  most  crucial — bid 
yet  to  save  economic 
and  political  reforms 
in  Russia.  Once  again 
risking  his  political 
Hfe,  he  is  confronting 
the  group  of  hard-line 
communists,  national- 
ists, and  disillusioned 
democrats  who  have 
gradually  regained  in- 
fluence through  the 
Congress  of  People's 
Deputies.  At  stake  is 
Russia's  stability  as  a 
state  and  its  new  co- 
operation with  the 
West.  "If  no  resolute  measures  are  ta- 
ken .  .  .  tlie  country  will  be  plunged  into 
anarchy,"  Yeltsin  grimly  wai"ned  mil- 
lions of  television  viewers. 
REAL  MONEY?  If  Yeltsin  prevails,  he 
could  advance  Russia's  historic  moves 
toward  democracy  and  capitalism.  He 
plans  aml)itious  steps  to  stem  the  col- 
lapse of  Russia's  economy,  such  as  pre- 
venting hyperinflation,  transferring 
state-owned  land  to  private  hands,  and 
aiding  Russia's  struggling  entrepre- 
neurs. To  do  that,  Yeltsin  will  ask  voters 


to  approve  a  new  constitution  that  will 
create  a  U.  S.-style  presidency  with  a  bi- 
cameral parliament.  Says  First  Deputy 
Prime  Minister  Vladimir  Shumeiko:  "We 
need  a  strong  presidential  republic  to 
carry  out  radical  economic  reform." 

The  Kremlin  showdown  may  also  per- 
suade the  West  to  finally  back  its  praise 
for  Russian  reform  with  real  money. 
Emergency  aid  packages  now  under  dis- 
cussion involve  as  much  as  $25  billion  in 
debt  relief,  unemploy- 
ment help,  and  credits 
for  fledgling  small 
businesses.  Facing  his 
first  major  foreign 
policy  challenge  (page 
;^7),  '  President  Bill 
Clinton  is  leading  the 
charge  for  more,  and 
more  visible,  Western 
aid.  "What's  critical," 
says  Ronald  Freeman, 
first  vice-president  of 
the  European  Bank 
for  Reconstruction  & 
Development,  "is  that 
the  Russian  in  the 
street  sees  something 
happening." 

Yeltsin,  of  course, 
could  also  lose  his  bet 
— and  lose  big.  The 
stage  is  set  for  a  Con- 
gress of  People's  Dep- 
uties vote  on  his  im- 
peachment, ix)ssibly 
on  Mar.  2(i.  The  move 
follows  a  court  deci- 
sion that  Yeltsin's  "special"  rule  is 
unconstitutional.  What  happens  if  Yelt- 
sin goes?  Reforms  would  likely  muddle 
along  under  a  new  leader,  such  as  Vice- 
President  Alexandr  Rutskoi,  who  has  al- 
ready split  with  Yeltsin.  Darker  scenari- 
os are  that  Russia  might  split  up  into 
independent  regional  governments  or 
that  a  civil  war  could  bi'eak  out  among 
nuclear-armed  factions. 

But  step  onto  the  streets  of  Moscow 
or  St.  Petersburg,  and  there's  little 
sense  of  impending  doom.  "People  aren't 


THREE  WAYS 
THE  CRISIS  IN 
MOSCOW  COULI 
PLAY  OUT 


DATA:  BUSINESS  WEEK 


thinking  about  politics  now.  They  t) 
about  how  to  clothe  themselves,  hoi 
feed  their  children,"  says  Andrei  Fi 
tov,  owner  of  a  busy  cigarette  and  lii| 
kiosk  in  central  Moscow.  Nor  do  V' 
ern  business  executives  appear  rufi 
Coca-Cola  Co.  is  moving  ahead 
plans  to  build  a  new  $50  million  botl 
plant  employing  200  [jeople  in  St.  Pe' 
burg.  The  Pratt  &  Whitney  unit  of  t 
ed  Technologies  Corp.  sees  no  delaj 
the  scheduled  first  flight  Mar.  30 
new  jetliner  it  is  building  with  Rus 


.34  BUSINESS  WEEK/APRIL  5,  1993 


INTERNATIONAL 


^iCOVITES  RALLY  IN 
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gress  of  People's 
s  either  declines  or 
mpeach  Yeltsin, 
n  wins  a  broad  pop- 
idate  in  the  Apr.  25 
'■  Later,  a  modern 
ition  is  approved, 
'  elections  are  held, 
are  passed,  and 
lo-tny  improves. 


THE  WORST  CASE  | 

Congress  impeaches  Yeltsin, 
but  he  ignores  the  decision. 
Both  sides  court  support 
from  the  military.  Armed 
conflict  breaks  out  and  soori 
escalates  to  a  Yugoslavia- 
style  civil  war.  The  West 
must  deal  with  millions  of 
refugees  and  a  huge  new 
security  threat. 


Yeltsin  is  impeached,  but 
the  military  sides  with  him, 
and  he  wins  backing  in  the 
Apr.  25  vote.  Neither  Yelt- 
sin nor  the  parliament  pre- 
vails. Reforms  continue,  but 
at  a  much  slower  pace.  The 
confusion  hamstrings  West- 
ern investment. 


nemaker  Ilyushin.  And  while  uncer- 
nty  will  delay  Amoco  Corp.'s  talks  on 
projects  in  Sakhalin  and  Siberia,  it 
n't  kill  them.  Says  Martin  G.  Pranga. 
nager  of  international  business  at 
lOco:  "We  don't  think  somebody  is  jjo- 
;  to  come  to  power  that  will  turn  it 
)und  180  degrees." 

3ne  way  Yeltsin  wants  to  break  the 
litical  deadlock  and  get  reform  in  gear 
by  flushing  out  foot-draggers.  One 
■get  appears  to  be  Viktor  Geras- 
snko.  After  becoming  chairman  of  the 


Russian  Central  Bank  in  July,  Geras- 
chenko  undertook  policies  that  led  to 
near-hyperinflation,  with  the  creation  of 
trillions  of  rubles  in  credits  to  keep  fal- 
tering state  industries  running.  Since 
the  Central  Bank  comes  under  parlia- 
ment's jurisdiction,  Yeltsin  has  been  un- 
able to  dump  Geraschenko. 

But  now  that  Yeltsin  has  broken  with 
parliament,  the  drums  are  beating  for 
Geraschenko's  ouster.  Vice-Premier  Bo- 
ris Fyodorov,  who  oversees  finance,  has 
publicly  called  for  Geraschenko's  head. 


In  his  place,  Fyodorov  wants  a  tough 
monetarist — someone  who  will  triple  in- 
terest rates,  impose  tight  credit  limits  on 
industi'y,  and  sell  hard  currency  on  the 
open  market  to  help  stabilize  the  ruble. 
Should  Russia  get  a  grip  on  inflation,  it 
would  help  cleai'  the  way  for  a  $6  billion 
ruble-stabilization  fund  that  was  ap- 
proved, but  not  yet  released,  by  the 
Group  of  Seven  industrialized  nations 
last  \i'ar. 

LAND  REFORM.  Another  big  item  is  land 
ownership.  Some  95'/^  of  propeily  in 
Russia  is  owned  by  the  state,  and  bu- 
reaucrats are  resisting  land  reform. 
"The  feudal  lords  of  industry  and  agri- 
culture hate  to  give  up  their  power  while 
the  serfs — or  rather  the  workers  and 
peasants — are  divided  about  the  desir- 
ability of  private  resjjonsibility,"  says 
Michael  Stiirmer,  director  of  the  Eben- 
ausen  Institute,  a  think  tank  near  Mu- 
nich. And  wliile  some  Russians,  such  as 
the  country's  220,000  new  private  farm- 
ers, have  managed  to  get  tracts  for 
themselves,  anticpuited  land  laws  still 
hamper  them.  Private  farmers  often 
can't  buy  but  must  must  rent  their  land, 
so  they've  no  collateral  for  loans  to  buy 
needed  equipment,  seeds,  or  fertilizer. 

Yeltsin  has  his  government  working 
on  a  new  law  on  land  that  will  be  issued 
before  the  Apr.  25  confidence  vote.  Be- 
sides setting  down  ownership  rights  for 
Russians  and  foreigners,  it  would  create 
a  {process  to  transfer  property  from  un- 
profitable state-owned  farms  to  individ- 
uals. To  speed  up  the  process,  the  gov- 
ernment may  issue  special  privatization 
vouchers.  That  approach  has  already 
successfully  sped  up  sell-offs  in  other 
sectors.  In  the  last  year,  more  than 
53,000  shops  and  enterprises  have  been 
privatized  and  100,000  more  are  expected 
by  yearend.  "Privatization  has  developed 
a  momentum  of  its  own,"  says  Maxim 
Boyko,  an  adviser  to  the  state  conmiittee 
on  privatization. 

Shrewdly,  Yeltsin  is  using  the  land 
question  to  lure  voters  for  Apr.  25,  since 
Russian  pollsters  say  that  70''  of  the 
population  supports  private  land  owner- 
ship. But  even  without  that  sweetener, 
Yeltsin  has  a  strong  chance  of  winning, 
says  sociologist  Yuri  Levada  of  the  All- 
Russian  Center  for  Public  Opinion  Re- 
search. After  his  TV  address,  Yeltsin's 
popularity  rating  jumped  from  30''  to 
50'a,  while  Rutskoi's  is  a  dismal  9'''.  Ac- 
cording to  the  center's  most  recent  poll, 
61''  said  they  would  back  Yeltsin  in  the 
confidence  vote.  If  that  turns  out  to  be 
true,  the  former  pugilist  already  may  be 
punching  his  way  back. 

Bi/  Rose  Brady  and  Deborah  Stead  in 
Moseoie.  ivitli  Rieliard  A.  Melelier  ni 
Lotidon,  Gail  tJ.  Sehares  in  Bonn,  and 
Darid  Greisi)ig  in  Chieago 
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N  POLICY  I 


MTON  CAN'T  PUT  FOREIGN  POLICY 
F ANY  lONGER  

lussian  crisis  pushes  domestic  concerns  aside,  at  least  for  a  while 


e  one  thing  Bill  Clinton  was  deter- 
lined  he  would  not  do  as  Presi- 
ent  was  become  ennieshed  in  for- 
'fairs.  He  was  keenly  aware  that 
'  Bush  had  paid  the  ultimate  polit- 
ce  for  his  image  as  the  "foreign 
President."  In  his  first  months  in 

Clinton  studiously  focused  on  an 
)us  domestic  economic  agenda  and 
:ed  the  heavy  lifting  on  Bosnia, 
a,  North  Korea,  and  other  inter- 
il  hot  spots  to  top  foreign  policy 
But  the  constitutional  crisis  brew- 
Russia  is  forcing  Clinton's  hand: 
't  duck  foreign  policy  any  longer. 

stakes  for  the  U.  S.  in  the  out- 
f  the  tense  confrontation  between 
n  President  Boris  Yeltsin  and 
I's  parliament  are  simply  too 
Americans,  indeed  the  world,  are 
;•  to  Clinton  to  take  the  lead  in 
ting  democratic  reform  in  Russia, 
u're  the  President  of  the  United 
"  says  Senator  Richard  G.  Lugar 
),  "you  have  to  call  people  to  the 
nd  be  the  catalyst  for  change." 
HtlEFlNG.  Clinton  is  starting  to  do 
at.  In  recent  weeks,  the  President 
^Uy  has  gone  out  of  his  way  to 
trong  support  for  Yeltsin  and  the 

process.  Events  in  Russia  have 
1  prominently  in  Clinton's  recent 
.ions  with  world  leaders,  from 

President  Francois  Mitterrand  to 

Prime  Minister  Yitzhak  Rabin, 
linton  is  spending  more  and  more 
jddling  with  top  advisers  on  Rus- 
:)licy.  He  led  off  his  first  formal 
conference  as  President  with  a 
endorsement  of  the  Russian 
^nt.  "This  is  an  issue  [Clinton] 
)assionately  about,"  says  a  senior 
istration  official. 

on  is  drawing  on  a  wide  circle  of 
1  policy  experts.  He  delegates 
:han  Bush,  who  often  set  policy 

Russia  with  a  clutch  of  top  aides, 
among  Clinton's  counselors  are 
lal  Security  Adviser  Anthony 
^ake's  deputy,  Samuel  R.  "Sandy" 
•;  Russian  policy  czar  Strobe  Tal- 

Clinton  roommate  from  Oxford 
Toby  Trister  Gati,  a  top  Russia 
ist  at  the  National  Security  Coun- 
i  Larry  Summers,  Under  Secre- 
•signate  at  the  Treasury  Dept.  In- 

say  it's  a  cooperative  bunch, 
^h  there  are  divisions  over  the 


progress  Moscow  should  make  in  meet- 
ing economic  targets  before  receiving 
Western  assistance. 

Despite  such  disputes,  Clinton  and  his 
advisers  are  putting  the  finishing  touch- 
es on  a  package  of  as  much  as  $1  billion 
in  bilateral  aid  to  bolster  the  reform 
movement  in  Russia.  Mindful  of  previ- 
ous aid  pledges  that  haven't  panned  out, 
the  Administration  is  targeting  "con- 


crete projects  that  can  make  a  differ- 
ence," says  one  senior  official.  The  pack- 
age is  likely  to  include  enterprise  funds 
to  spur  small-business  development  and 
loan  guarantees  to  fund  housing  for 
hundreds  of  thousands  of  demobilized 
Russian  soldiers  (table). 

The  aid  program  is  being  assembled  in 
preparation  for  Clinton's  first  trip 
abroad  as  President,  his  Apr.  3-4  meet- 
ing with  Yeltsin  in  Vancouver.  Some  ex- 
perts argue  that  the  U.  S.  should  push 
ahead  with  political  and  economic  assis- 
tance even  if  Yeltsin  falls,  so  long  as  his 
successors  do  not  invoke  military  rule. 
"You've  got  to  take  a  long-term  view," 
says  Robert  B.  Zoellick,  Under  Secretary 
of  State  in  the  Bush  Administration. 
"We  don't  want  to  do  what  we  did  with 
China  in  1949  and  cast  them  out."  He 
notes  that  regardless  of  the  political  up- 
heavals in  Moscow,  reform  is  making 
progress  at  the  grass-roots  level  in  the 
Russian  hinterlands.  The  U.  S.  should 
help  to  further  that  by  fostering  private 
business  development  and  helping  to 
build  democratic  institutions  in  the  re- 
gions, Zoellick  argues. 

Washington  will  have  to  deal  with 
whoever  rules  Russia.  But  financial  and 
even  technical  aid  will  be  an  extremely 
tough  political  sell  in  the  U.S.  if  hard- 
line nationalists  succeed  Yeltsin.  "A  gov- 
ernment that  does  not  favor  democracy, 
a  market  economy,  and  private  property 
will  not  make  much  headway  in  terms  of 
American  public  and  private  money," 
warns  Lugar. 

A  FIRESTORM?  But  complicating  any  ef- 
fort to  lielp  Russia  is  the  war  in  Bosnia, 
where  hard-line  Russians  are  smuggling 
in  men  and  weapons  to  help  their  fellow 
Slavs,  the  Serbians.  For  now,  the  Yeltsin 
government  has  backed  Clinton  for  a 
"no  fly"  zone  over  Bosnia  to  be  patrolled 
by  NATO.  But  any  stepped-up  American 
role  in  former  Yugoslavia  could  inflame 
conservative  Russians  who  have  already 
accused  Yeltsin  of  selling  out  to  the 
West. 

The  turmoil  in  Russia  couldn't  have 
come  at  a  more  delicate  time  for  Clinton. 
Some  of  his  key  domestic  initiatives  are 
at  critical  stages.  His  economic  program 
faces  stiff  opposition  in  the  Senate  that 
will  require  plenty  of  arm-twisting  to 
overcome.  Senator  Sam  Nunn  (D-Ga.), 
an  influential  voice  on  defense  issues,  is 
balking  at  the  scale  of  Clinton's  pro- 
posed military  budget  cuts.  And  in  early 
May,  Hillary  Rodham  Clinton  will  unveil 
a  health-care-reform  plan  whose  expect- 
ed limits  on  doctors'  fees  and  patients' 
choice  of  physicians  are  sure  to  touch 
off  a  firestorm.  Even  so,  the  demands  of 
Russia  and  other  crises  spots  will  keep 
Clinton  focused  on  foreign  policy. 

By  Amy  Borrus  in  Washington 


WHERE  CLINTON'S  PLANNED 
AID  TO  RUSSIA  WILL  GO 


COST:UPTO$l  BILLION 


►  Food,  medicine,  and  other 
humanitarian  assistance 

►  Enterprise  funds  for  development 

►  Loan  guarantees  to  build  homes 
for  demobilized  Russian  soldiers 

►  Investment  incentives  to  encour- 
age U.S.  companies  to  help  Russia 
modernize  its  oil  and  gas  industries 

►  Technical  expertise  to  dismantle 
nuclear  weapons 

►  Exchange  programs  to  bring 
Russians  to  the  U.S.  for  courses  in 
democracy  and  economics 
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To  your  customer, 
corporate  headquarters 

is  here. 


A  field  office.  A  branch.  A  retail 
on.  To  a  customer,  that's  your 
any.  One  small  part  of  the  whole. 
1  doesn't  give  you  a  whole  lot 
'erage  at  the  point  of  customer 
ct. 

But  now,  a  powerful  new  ap- 
h  to  business  can  leverage  your 
enterprise  at  each  of  your  loca- 
resulting  in  unparalleled  cus- 
r  service.  It's  brought  to  you  by 
!s  and  captured  in  just  one  word- 

MERIZE. 

When  we  customerize  your  enter- 
,  we  extend  the  full  capabilities  of 
information  technology  out  to  the 
where  your  customers  are.  Where 


business  is  generated.  As  the  world 
leader  in  customerizing  business, 
Unisys  shapes  your  information  strat- 
egy to  serve  customer  needs  for  effi- 
ciency, timeliness,  access  to  product 
information,  and  more.  And  through 
the  information  a  customerized  system 
circulates  back  into  your  organization, 
you  can  achieve  major  gains  in  produc- 
tivity and  control. 

With  a  vision  for  the  business  of 
the  '90s-a  vision  put  to  work  by 
advanced  solutions,  open  systems,  and 

UNiSYS 

We  make  it  happen. 


professional  services-Unisys  can  turn 
customer  service  into  a  strategic 
advantage. 


CUS'tOm-er-izeX  kus'-ts-ma-nze'X  v/ 
1 :  t(i  make  a  company  more  responsive 
to  Its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SfcKVK  E.  COMPfcTI  IIVh  EDGE.  BLSINESS- 
CKmCALSOHrriONS.  REVENl'E  GENERATION 


Whatever  your  business,  call  us  at 
1-800-874-8647,  ext.  11.  Ask  how  Unisys 
can  help  ci'stomerize  your  company 
And  put  your  business  objectives 
squarely  on  the  map. 


Jnisys  Corporation 


cisTOMERiZE  services  are  a  service  mark  of  Unisys  Corporalion 
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FRANCE  I 


ROUeS-lEmR  DAY 
FOR  THE  RIGHT 


But  the  new  French  regime  faces  obstacles  at  home  and  in  Europe 


The  conservative  victory  in  France's 
Mar.  21  parliamentary  elections  was 
s(j  lopsided  that  even  the  winners 
seemed  stunned.  French  voters  so  thor- 
oughly rejected  the  ruling  Socialists  in  the 
first  round  of  balloting  that  conservatives 
should  capture  fully  86^  of  all  parliamen- 
tary seats.  That's  a  little  too  much  for  com- 
fort, say  some  conservative  politicians. 
They  worry  they'll 
have  no  alibis  if  they 
can't  restart  France' - 
sputtering  economy  m 
the  two  years  before 
the  all-important  presi- 
dential elections.  "It's 
a  very  big  responsibil- 
ity on  our  shoulders," 
admits  Edouard  Balla- 
dur,  the  professorial 
Gaullist  who  is  likely 
to  become  Prime  Min- 
ister after  runoff  bal- 
loting on  Mar.  28. 

The  risk  is  Europe's, 
as  well.  With  their  eye 
on  the  presidential  prize,  France's  new  ru 
ers  will  be  strongly  tempted  to  please  ev- 
ery special-interest  group  they  can  find — 
from  fishermen  who  are  rioting  against 
cheap  imports  to  labor  leaders  who  want  a 
franc  devaluation  to  juice  up  the  economy. 
To  please  farmers,  conservatives  promise 
an  even  tougher  fight  against  the  Europe- 
an Community's  farm-subsidy  deal  with 
the  U.  S.,  thus  scuttling  a  new  round  of 


FRANCE'S 
NEW  FLASH 
POINTS 


DATA  BUSINESSWEEK 


GERMANY'S 
BUNDESBANK 

Conservatives  will 
bash  it  because  of 
high  interest  rates 


world  trade  liberalization.  The  new  regime 
also  is  expected  to  be  more  resistant  to 
U.  S.  criticism  of  subsidies  to  the  four-na- 
tion Airbus  Industrie  consortium. 

The  result  may  be  a  binge  of  go-it-alone 
protectionism  that  could  knock  fragile  Eu- 
ropean unity  on  its  ear.  One  fear  in  Brus- 
sels is  that  the  conservatives  will  pick  a 
brawl  with  fellow  French  citizen  Jaccjues 
Delors,  president  of 
the  EC  Commission. 
The  motive:  to  under- 
cut Delors  as  the  most 
credible  Socialist  suc- 
cessor to  President 
Francois  Mitterrand. 
"There's  clearly  a  pro- 
tectionist risk"  under 
the  new  French  gov- 
ernment, says  Norbert 
Walter,  chief  econo- 
mist at  Germany's 
Deutsche  Bank.  "In 
the  short  term  it  would 
hurt  Europe,"  he  ob- 
serves. "In  the  long 
term,  it  would  hurt  France." 

Indeed,  a  knee-jerk  return  to  old  French 
habits  would  be  a  tragedy  for  a  country 
that  has  made  stunning  progress  modern- 
izing its  economy.  Ironically,  the  Socialists 
have  hacked  away  at  hoary  controls.  They 
have  deregulated  financial  markets,  ended 
wage  indexation,  eased  restrictions  on  com- 
pany layoffs,  and  liberated  prices.  No  long- 
er do  cartels  set  the  price  of  everything 
from  baguettes  to  haircuts  to  funerals. 
STRAW  MAN.  Such  free-market  moves 
have  caused  a  riot  of  industrial  restructur- 
ing that  has  boosted  France's  competitive- 
ness faster  than  that  of  any  European 
country.  German  companies,  such  as 
Volkswagen  and  Thyssen,  are  only  start- 
ing the  big  layoffs  and  plant  closings  that 
took  place  in  the  1980s  at  Renault  and 
Usinor  Sacilor.  Under  Mitterrand,  France's 
manufacturing  productivity  has  increased 
sharply  and  a  score  of  big  French  compa- 
nies have  soared  to  the  top  of  their  indus- 
tries, from  tires  to  telecommunications. 
France  has  tamed  inflation,  and  the  franc 
is  strong. 

Yet  the  Socialists,  along  with  France's 
economic  growth,  have  run  out  of  steam. 


FISHERIES 

Government  will 
be  tempted  to 
protect  angry 
fishermen 


f 


They  have  clung  to  a  welfare  system  ti 
a  deadweight  on  business  and  to  n;t' 
ized  companies  that  are  hobbled  in  , 
talist  world.  Now  France's  new  rulei'- 
a  chance  to  attack  those  problems  am 
pel  their  economy  forward. 

But  the  likelihood  of  success  is  oiil 
so.  Right  off  the  bat,  electioneering 
limit  needed  welfare  cuts.  The  right,  i  ■ 
ample,  probably  won't  touch  France^ 


GATT 

To  please  farmers,  the  new 
government  will  dig  in  its 
heels  against  a  farm  subsidy 
cut  sought  by  the  U.S.;  it  may 
seek  to  scuttle  GATT 
altogether 


edged  retirement  system  even  though 
cits  are  soaring.  Retirees  typically 
work  at  age  60  and  get  7S7'  of  their 
salary.  "Frankly,  I  have  more  faith  ii 
Socialists  to  pursue  conservative  po 
than  in  the  right,"  says  a  top  economi 
the  Organization  for  Economic  Cooper 
&  Development. 

France's  lame-duck  President  w 
make  the  Prime  Minister's  job  any  ei 
A  master  manipulator  who  wants  a  Si 
ist  successor,  Mitterrand,  76,  will  d( 
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THE  FRANC 

New  pressures  to 
devalue  will  create 
strains  in  Europe's 
f      currency  markets 


make  the  conservatives  look  bad. 
'  >  ',ided  in  the  1986-88  period  of  "co- 
in in"  with  a  rightist  government  by 
parliamentary  procedure, 
iiie  the  right  this  time,  Mitterrand 
M  pass  over  its  prime  ministerial 
,  Balladur,  and  pick  a  weaker  fig- 
in  ler  the  French  Constitution,  he  can 
I'lMjne  to  the  post,  subject  to  a  confi- 
1 0  in  parliament.  But  the  betting  is 
I'lur.  Earnest  and  wry -humored, 
behind-the-scenes  negotiator  who 
nifrontation.  Balladur  vows  not  to 
.  the  franc,  and  he  probably  means 
.aluing  would  be  the  deathblow  for 
I  -  sickly  monetary  union.  But  he 
'■ong  anti-European  sentiment  in 
And  skittish  money  markets 
I  Ill-get  that  Balladur  devalued  the 
ii\  one  month  after  becoming  Fi- 
Minister  in  1986. 

-I  fvative  leaders  argue  that  they 

fr  ed  to  devalue.  The  weak  Socialist 
f  has  lacked  the  clout  to  cajole  Ger- 

into  cutting  interest  rates,  claims 
'  Lellouche,  an  adviser  to  Gaullist 

leader  Jacques  Chirac.  "We'll  have 
rength  to  put  on  pressure,"  he  prom- 
German  diplomats  argue  that  the 
h  won't  risk  destabilizing  the  French- 
an  relationship,  because  that  would 
mine  France's  own  self-interest.  But 
an  interest  rates  could  be  a  growing 
e  of  friction  in  the  months  ahead. 

the  home  front,  privatization  is  one 
'  right's  big  economic  goals.  Although 
nen  of  nationalized  companies  have 


long  claimed  state  own- 
ership is  irrelevant,  they  are  now 
singing  a  new  tune.  "The  state  can 
no  longer  play  its  role  as  stockholder"  be- 
cause it  lacks  the  funds  to  finance  corpo- 
rate growth,  says  Jean  Gandois,  chairman 
of  Pechiney,  the  nationalized  aluminum 
and  packaging  giant.  "If  Pechiney  is  not 
privatized,  it  will  be  a  serious  handicap." 
MANIPULATIONS.  One  trouble  is  that  what 
France  has  to  sell  are  cyclical  companies  in 
the  midst  of  an  economic  free-fall.  Growth 
could  be  an  anemic  0.5?^  this  year,  mainly 
because  exports  to  Germany,  which  kept 
France  afloat  last  year,  are  drying  up.  Con- 
servatives had  hoped  to  raise  $10  billion  a 
year  from  privatization,  but  the  total  could 
be  half  that,  or  less. 

Free-marketers  hope  the  conservatives 
engage  in  real  privatization,  rather  than  re- 
sorting to  old  French  tricks,  such  as  keep- 
ing a  core  ownership  among  banks  and  old- 
boy  institutions.  Another  test  of  lingering 
clingisme  will  be  the  right's  support  for 
bottomless-pit  businesses  based  on  nation- 
alist grandeur.  Computer  maker  Groupe 
Bull,  for  example,  has  soaked  up  $2.4  bil- 
lion in  state  funds  over 
the  past  10  years,  yet 
the  company  still  can't 
make  a  profit. 

But  the  ultimate 
challenge  is  jobless- 
ness, which  is  stub- 
bornly stuck  above 
10',;.  That's  what  is 
costing  the  Socialists 


TRADE 

Government 
may  protect  many 
domestic  industries 
against  European 
Community  efforts  to 
open  markets 


the  parliamentary 
elections.  Conservatives  know 
they  must  do  something  or  risk  losing  their 
third  consecutive  presidential  election,  two 
years  from  now.  So  they  plan  tax  incen- 
tives to  revive  the  moribund  construction 
industry.  They  promise  to  free  employers 
from  welfare  charges  on  new  hires  for 
three  years.  And  they  aim  to  launch  a  Ger- 
man-style apprenticeship  system. 

But  in  job  creation,  as  in  most  areas, 
"the  right's  margin  for  maneuver  is  very 
small,"  says  Francis  Mer,  chairman  of  steel 
giant  Usinor  Sacilor.  Without  a  strong  eco- 
nomic turnaround,  France's  shattered  left 
could  well  come  roaring  back  in  1995,  as  it 
did  in  1988,  after  the  last  cohabitation.  That 
assumes  Mitterrand  doesn't  step  down  ear- 
ly. Although  he's  resisting  calls  to  heed  the 
electoral  landslide  and  bow  out  now,  his 
health  is  uncertain. 

For  now,  Mitterrand  and  the  triumphant 
right  seem  headed  toward  inevitable  colli- 
sions— with  each  other,  with  Europe,  and 
with  the  U.  S.  Backers  of  European  unity 
are  hoping  French  nationalism  doesn't 
grow  too  strident  in  the  process.  If 
France's  next  Prime 
Minister  can  manage 
to  play  statesman  at 
this  crucial  moment 
for  European  integra- 
tion, that  could  yet 
prove  the  most  nation- 
alistic policy  of  all. 

B_i/  Stewart  Toy  in 
Pa  ris 
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LAST  YEAR,  IT  TOOK  US  NEARLY 

FOUR  MILLION  CALLS 
TO  GET  THREE  GREAT  GATES. 


Yo 


„r  Invitation  t 


5 


S  e 


n  t  r  y     M  a  rk  e 


R  e  s  e 


arch  ServK 


and  Support  Awar 


^ome  time  back,  Microsoft 
_;c  d  to  provide  the  best  technical 

^l  >ort  in  the  software  industry. 
w  howVe  we  doing? 
Wctvs'  well  so  far,  according  to 
H  ^ttware  Support  Professionals 
V  iation.  We  won  their  coveted 

^  !l  Award  for  the  highest  qual- 


ity support  in  the  software  industry. 

Software  Magazine  gave  us 
top  honors  in  service  and  support. 

And  Macworld  (or  we  should 
say,  their  subscribers)  voted  us  win- 
ner of  the  World  Class  Award  for 
best  customer  support  in  the  soft- 
ware category. 


Obviously,  results  like  these 
didn't  come  overnight.  It  took  a  lot 
of  work.  And  we  know  it'll  take 
just  as  much  in  years  to  come.  But 
that's  okay,  we  had  a  great  time. 


Making  it  easier 


1         Marobolt  Li)rpor,llioii.  All  nghf 
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JAPAN  I 


JAPAN'S  STIMULUS  PLAN 
GOES  HIGH-TECH 


U.S.  companies  could  cash  in  on  the  spending  spree 


Pi 


.resident  Clinton  minced  few 
'words  on  Mar.  2'.i  when  he  blasted 
Japan  for  its  closed  markets  and 
intractable  trade  surplus.  In  a  style  no 
U.  S.  leader  had  dared  before,  Clinton 
called  the  chances  of  penetrating  Ja- 
pan's markets  "remote"  and  omitted  any 
mention  of  a  "special  relationship"  or 
other  platitudes  that  have  toned  down 
tough  talk  about  Japan  in  the  past.  But 
Clinton's  gamble  may  pay  off  sooner 
than  anyone  would  have  thought.  When 
Prime  Minister  Kiichi 
Miyazawa  flies  to  Washington 
on  Apr.  15  for  his  first  meet- 
ing with  the  new  President, 
he'll  be  arriving  with  a  hefty 
peace  offering  packed  in  his 
bags. 

The  "gift":  an  economic 
stimulus  plan  for  Japan  worth 
as  much  as  $120  billion.  The 
details  of  the  scheme  are  still 
being  hammered  out  behind 
closed  doors.  But  it  clearly 
goes  beyond  traditional 
bridge-building  and  road  re- 
pair. The  idea  is  to  spend 
about  $2()  billion  over  two 
years  on  computers  and  tele- 
communications gear.  Japa- 
nese leaders  are  calling  it  the 
"new  .social  infrastructure," 
their  })uzzword  for  informa- 
tion technology  and  the  dou- 
ble of  Vice-President  Al 
Gore's  pet  project.  The  spend- 
ing spree  could  turn  out  to  be 
a  key  opening  for  American 
high-tech  companies,  many  of 
whom  offer  state-of-the-art 
products  at  competitive 
prices. 

SUPERBUY.  But  getting  Japan 
to  come  across  with  a  piece  of 
the  action  will  take  some 
heavy  lobbying  by  companies 
and  more  tough  talk  from 
Clinton.  The  Japanese  should 
expect  it.  Clinton's  blunt 
words  put  him  firmly  in  the 
managed-trade  camp.  And 
trade  officials  are  said  to  be 
reviewing  a  list  of  industries 
to  target  for  trade  action. 

The  centerpiece  of  Japan's 
high-tech  program  will  likely 
be  a  fiber-optic  network  link- 
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ing  powerful  su])ercomputers  positioned 
at  major  universities  and  government  re- 
search labs.  According  to  one  report, 
three  government  agencies  hope  to  pur- 
chase up  to  20  supercomputers  as  part 
of  the  $1.7  billion  network.  Diplomatic 
sources  say  that  Cray  Computer  Corp.  is 
likely  to  be  one  of  the  suppliers. 

Additional  chunks  of  funding  will  go 
to  upgrading  computer  networks  at  gov- 
ernment offices  in  Tokyo,  introducing 
personal  computers  into  high  schools, 


THE  POSTAL  MINISTRY  MAY  TAKE  OVER  NTT'S  FIBER-OPTIC  PROJECT 


1     WHAT'S  ON  JAPAN'S  SHOPPING  LIST  1 

SPENDING  TARGET:  $26  BILLION  (EST.) 
Product                               Potential  bidders 

SUPERCOMPUTERS 

Cray,  Convex,  Intel 

PERSONAL  COMPUTERS 

Apple,  IBM 

WORKSTATIONS 

Sun,  HP,  DEC 

FIBER-OPTIC  CABLE 

Siecor  International,  AT&T 

SWITCHING  GEAR 

AT&T,  Northern  Telecom 

LOCAL-AREA  NETWORKS 

Cisco,  Wellfleet,  Novell,  Microsoft 

DATA 

BUSINESS  WEEK 

and  for  two  facilities  to  test  high-del] 
tion  television  transmission  over  fib 
optic  cable.  The  postal  ministry's  dre 
is  to  lay  fiber-optic  cable  to  every  he 
in  the  country  by  2015. 

For  years,  this  project  was  under  i 
pan's  semiprivate  telephone  giant,  }\ 
pon  Telegraph  &  Telephone  Corp.  ' 
with  profits  battered  by  the  recess' 
NTT  can  no  longer  afford  the  investnii 
Postal  authorities  would  like  control 
the  project.  But  to  justify  the  enorm ; 
cost,  they  must  first  discover  fiber-ba 
services  that  households  across  Ja] 
would  be  willing  to  pay  for.  Laying  fi 
to  Japan's  42  million  homes  could  c 
upward  of  $280  billion. 
STRONG  YEN.  For  U.  S.  industry  re{ 
sentatives  in  Tokyo,  the  more  import 
issue  is  how  all  these  plans  will  trans! 
into  orders.  Many  U.  S.  companies 
global  market  leaders  in  exactly 
types  of  goods  and  servi 
Japan's  package  seeks  to  1 
ter  (table).  The  strong  yen 
helping  Americans  price  tl 
wares  competitively.  A 
many  vendors,  including  I, 
AT&T,  Apple,  and  Sun  Miu 
systems,  have  strong  marll 
ing  teams  on  the  ground.  | 
Even  so,  there  are  mij 
ways  Japan  can  channel  ca 
tracts  to  local  companies.! 
equipment  is  procuB 
through  the  central  govei 
ment,  Japan  is  obliged  by  J 
General  Agreement  on  'Tr 
iffs  &  Trade  and  by  varirt 
bilateral  accords  with  * 
U.  S.  to  follow  open  biddv 
procedures.  But  no  such  rvi 
apply  to  tenders  by  local  ^ 
ei'iiments,  which  could  end| 
in  charge  of  many  of  the  p 
lie  funds. 

U.S.  executives  quest 
the  intentions  behind 
package.  Some  believe 
real  aim  is  to  shelter  Jap;i 
ailing  electronics  mak : 
through  the  recession.  Bui: 
all  the  funds  flow  to  dome:! 
players,  it's  certain  to  rgjf 
hackles  in  Washington,  i 
this  package  is  supposedjf 
address  the  trade  defici[ 
says  John  Stern,  Ameriil 
Electronics  Assn.  vice-pri 
dent  for  Asian  operations,  f 
must  offer  equal  access  jt 
American  technology  com^ 
nies."  Given  the  U.  S.  lead^ 
so  many  facets  of  the  Inlr 
mation  Superhighway, 
access  would  bring  benefits 
the  Japanese  as  well. 

By  Neil  Gross  in  To. 
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OPYING  POWER. 

PRINTING  S  POWER. 

SCANNING  POWER.  GET 

rHE       POWER  TO  PUT  ON 

VIPER  WHAT  YOU  CREATE  ON  ■ 


Drop  Forged 
Steel  Futures 


HE  SCREEN.  ^  THE  POWER  TO  SCAN  IN 
!4-BIT  COLOR.  ^  THE  POWER  TO  PRINT  IN  24-BIT 
OLOR.  AT  400  DPI.  FOUR  COLOR  PROCESS  WITH  256 
'RADATIONS  PER  COLOR.  IN  WINDOWS  AND  MACINTOSH: 
GET  THE  POWER  TO  CREATE  HIGH-QUALITY  COLOR  DOCUMENTS  TO 

GET  YOU  THE  PROMOTION.  THE  POWER  TO  WIN  THE  NEW  PIECE 
OF  BUSINESS.  THIS  IS  THE  FUNDAMENTAL  IDEA  BEHIND  THE  CANON 
CJ10  WITH  OPTIONAL  CONNECTIVITY.  TO  GIVE  YOU  HIGH-QUALITY 
COLOR  COPIES.  TO  GIVE  ^■^■■■^■Hl  YOU  THE  POWER  OF  COLOR. 
AFFORDABLE  ENOUGH  W^^^W  k /mm  m&BnM  FOR  ANY  SIZE  BUSINESS. 
GET  THE  POWER.  CALL  i^^!r?TmTii#J.>JTj.#P?jM  1-800-OK-CANON. 


Canon  U  S  A  ,  Inc 

■n  (5  a  registered  Irademark  ol  Canon  Inc 
-le  jei;"  CJ10  logo,  and  color  mark  are  trademarks  of  Canon  li 
''losh"  IS  a  registered  Irademark  of  Apple  Computer,  Inc 
lows'"  IS  a  trademark  ol  Microsofi  Corporatton 


THE  POWER  OF  COLOR  IS  YOURS. 


Canon 
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THE  MIDEAST:  EGYPT'S  MILITANTS 
COULD  SHATTER  AN  UNEASY  PEACE 


Vicious  clashes  between  Ej^yptian  security  police  ami 
Moslem  fundamentalists  raise  the  specter'  of  an  Iranian- 
style  revolution  in  one  of  Washin.i^ton's  most  important 
allies  in  the  Islamic  world.  In  March  alone,  some  43  people 
were  slain  as  the  strus^le  intensified.  While  there's  no  sign 
that  President  Hosni  Mubarak's  government  will  fall  anytime 
soon,  his  inaljility  to  check  the  revolt  is  deeply  disturl)ing.  "We 
are  very  worried,"  says  a  modern-minded  Egyptian  woman, 
who  dreads  living  under  the  austere  Islamic  order  the  mili- 
tants want.  "We  are  always  told  that  these  people  cannot 
take  power,  but  now  you  wonder." 

The  militants  are  l)attling  for  the  soul  of  a  nation  that  is  the 
linchpin  of  the  pax  Americana  in  the  Mideast.  Since  the  197.3 
Aral:i-Israeli  war,  the  U.  S.  has  pumped  more  than  $30  Ijillion 
in  aid  into  Egypt  to  nudge  it  toward  the  Camp  David  accords 
with  Israel  and  then  to  help  preserve  them.  The  process  has 
been  key  to  preventing 
another  full-scale  Arab- 
Israeli  conflict. 
DANGER  ZONE.  But  if  an 
Islamic  regime  were  to 
take  power  in  Cairo, 
this  whole  effort  could 
go  up  in  smoke.  Such  a 
government  would  also 
threaten  a  wide  range 
of  other  U.  S.  goals  in 
the  region,  from  hold- 
ing Saddam  Hussein  in 
check  to  keeping  criti- 
cal oil  supplies  secure. 

Despite  the  detention 
of  several  thousand  mil- 
itants, many  are  still  at 
large,  and  they  continue 
to  strike  at  sensitive 
targets.  A  small  bomb 
went  off  in  front  of 
Cairo's  Egyptian  Mu- 
seum, a  tourist  atti-ac- 
tion,  on  Mar.  Ki. 

There  are  ciu'ious 
links  between  the  Egyptian  militants  and  the  suspects  in  the 
Feb.  26  World  Ti'ade  Center  bombing  in  New  York.  Both 
groups  appear  to  be  inspired  by  the  preachings  of  Sheik 
Omar  Abdul  Rahman,  the  blind,  Brooklyn  (N.Y.)-based  Egyj)- 
tian  cler-ic.  Rahman,  who  was  tried  l)ut  acquitted  for  complic- 
ity in  the  assassination  of  Anwar  Sadat,  calls  for  Mubarak's 
ouster.  (.)ne  suspect,  Mahmuil  Abu  Halima,  an  Egyptian,  was 
arrested  in  Egypt  after  the  New  York  l)oml)ing. 

The  militant.s'  immediate  goal  is  to  cut  Egypt  loose  from  its 
West-leaning  moorings  by  disrupting  its  economy.  Their  lethal 
machine-gun  attacks  on  tour  buses  have  already  severely 
damaged  Egypt's  $3  billion-a-year  tourist  industry. 

Now,  they  are  upping  the  ante.  A  recent  communique  from 
the  Gamaat  al  Islamiya,  or  Islamic  Group,  to  the  Cairo  office 
of  the  BBC  warned  foreign  businesses  to  "liquidate  their  invest- 
ments." U.  S.  companies  have  substantial  assets  and  personnel 
in  Egypt.  For  example,  Amoco  Corp.  and  Mobil  Corp.  are  ma- 


jor players  in  oil.  General  Motors  Corp.  is  part  operator 
truck-  and  bus-making  outfit  in  Egypt  and  plans  to  I 
producing  Opel  sedans  there  this  year. 

Ultimately,  the  militants'  aim  is  to  i-eplace  Mubai'ak's  go^ 
ment  with  an  Islamic  regime  similar  to  the  one  that 
pr-evails  in  Iran.  Repercussions  fi'om  the  Iranian  revoluti( 
1979  are  still  being  felt,  but  a  religious  upheaval  in  Egy 
likely  to  send  out  even  bigger  shock  waves.  That's  becai 
fundamentalist  message  coming  from  Egypt  has  far  men 
l)eal  across  the  Arab  world  from  North  Africa  to  Saudi  Ar 
The  Iranian  mullahs,  by  contrast,  have  trouble  expoi 
their  brand  of  fundamentalism  because  of  language  and  c 
ral  barriers.  Their  Shiite  brand  of  Islam  is  alien  to  most 
abs,  who  are  adherents  of  the  Sunni  Moslem  creed. 
TORPID  ECONOMY.  U.  S.  policymakers  have  long  been  awai 
Egypt's  impoi-tance  and  its  volatility.  In  the  1950s  and  li 

Egypt  was  a  key  S( 
client  and  the  pi 
challenger  to  Isi 
Moreover',  ft'esidenl 
mal  Abdel  Nas.-- 
Arab  socialism  w; 
threat  to  such  pr'o-V; 
ern  monarchs  as  I 
Saudis  and  Jord; 
King  Hussein.  The  1 
has  tried  to  win  E'f 
over  and  tie  it  to! 
West  with  aid  and  i 
vate-sector  investmi 
While  this  pci 
gives  Washington  I 
mendous  leverage  (j 
Mubar'ak,  it  also  pi 
into  the  firndamentalj 
hands.  The  U.  S.  i 
failed  to  encouri 
enough  economrc  or; 
litical  reform  to  e:i 
gize  the  tor'pid  ec(i 
my.  At  the  same  til 
the  perception  has  ;l 
en  ariiong  many  Egyptians  that  a  narTow  elite  is  benefi} 
from  the  Western  or'ientation  while  the  masses  have  lost! 
safety  net  they  enjoyed  under  Nasser'.  All  this  is  grist  for 
fundamentalist  leaders  who  chai'ge  that  the  government 
sold  out  to  the  Amer'ican  infidels  for  little  gain.  "Ther'e  is  £ 
of  despair,  a  lot  of  pover'ty,  a  lot  of  wealth,  and  a  lot  of  cor 
tion.  It  is  a  very  danger'ous  mix,"  says  Mohamed  Sid 
med,  an  Egyptian  political  analyst. 

Mubar'ak  is  gambling  that  he  can  wipe  out  the  r'ebeli 
with  bloody  police  r'aids.  Human-r'ights  activists  say  that  si 
innocent  people  have  been  killed  and  hundr'eds  of  others 
tained  and  abused  in  these  sweeps.  "They  ar'e  casting  the| 
so  wide  that  they  are  alienating  innocent  people  in  the  ]' 
cess,"  says  Vir-ginia  N.  Sherr-y  of  Middle  East  Watch.  If  tl, 
repi'essive  tactics  inflame  rather  than  cjuell  the  revolt,  the  }' 
die  East  could  suffer  another  Iran-scale  trauma. 

Bi/  Slunlei/  Reed  in  New  ] 


16  BUSINESS  WEEK/APRIL  5,  1993 


INTERNATIONAL  OU 


NOW  YOUR  ENTERPRISE 
CAN  REACH  BEYOND 
THE  BOUNDARIES  OF 
YOUR  AAAINFRAM^ 
MINIS  AND  PCS. 


THE  SOLUTION 
TO  YOUR 
GROWTH 
PROBLEMS. 

Withw  the  E  ncorc  Infinitu  00^''',  you  H 
fiuJ  an  architecture  that  easily  keeps 
pace  with  chancfinq  hiisiness  JemanJs. 
The  Infinity  lets  you  scale  every 
aspect  of  iiour  central  computer 
to  the  appropriate  size  simply  hy 
aJJina  increments  of  performance. 
AnJ  that  Joes)i  t  just  mean  processor 
performance,  hut  scalahilitu  of  com- 
munications, I/O  throughput  and 
capacitu  Bii  aJJina  incrementally  to 
the  processor  complex  anJ  scalable 
input-output  highway,  you  can  support 


THE  SOLUTION 
TO  YOUR 
COMMUNICATIONS 
PROBLEMS. 

The  InHnitu  '-^0  offers  iiour  enterprise 
far  more  communications  capahilities 
than  toJay  s  larqest  systems.  It 
provides  a  new  level  of  interoperahiliti/ 
across  ifour  entire  enterprise  with  the 
widest  variety  of  interconnect,  protocol 
and  connectivity  software  options. 
More  important,  the  Infinity  00 
augments  the  power  of  uour  mainframe 
and  seamlessly  integrates  all  your  PLs, 
minis  and  local  and  wide  area 
networks.  It  keeps  the  lines  of  commu- 
nication open  throughout  your  entire 


new  applications,  cjreater  information 
loads  and  qrowma  user  demands. 
These  same  huildina  hlocks  provide 
alternate  processing  sources  and  data 
paths  that  keep  the  Infinity  QO 
running  continuously  throughout  your 
grow  th.  It  all  hoils  dou  n  to  a  host 
computer  that  can  he  shaped  to  your 
unique  enterprise  demands  while 
supportinq  qour  downcosting  and 
husiness  re-enqineennq  efforts. 


orqanization.  Tith  the  Infinitif  00,  i/ou 
have  a  total  communications  solution 
that  permanentlu  lifts  productivity 
throuqhout  uour  enterprise.  And  that's 
what  todau  s  qlohal  market  demands. 


THE  SOLUTION 

TO  YOUR 
PERFORMANCE 
PROBLEMS. 

Wall  the  Infinltn  00,  ijou  qct  a 
giant  in  pcrjorinancc,  not  si:c.  Its 
niassivcli/  scalaUc  processors  proLiJc 
trcnicnJous  pcrjor)na)icc  increases  in 
every  dimension  —  conipiile,  I/O 
throughput  and  conununications.  No 
other  system  handles  more  on-line  anJ 
hatch  application  capahilities  at  the 
sanie  time.  No  other  syston  offers  more 
incrementally  scalahle  I/O  hanJwiJth. 
No  other  system  accommodates  more 
time-critical,  on-line  applications. 
However,  icith  Inliniti/  00  tl  lere  s  one 


THE  SOLUTION 

TO  YOUR 
DOWNCOSTING 
PROBLEMS. 

Encore  's  Infinity  00  saves  up  to  80% 
when  compared  to  the  price  of  those 
hristlincj  hehemoths  currently  lahing 
up  space  in  enterprise  data  centers. 
It  s  a  system  designed  lor  continuous 
operation  that  lowers  cost,  not  peijor- 
mance.  been  after  you  plug  it  in,  the 
Infinity  00  IS  a  cji'i  :at  value  -  cuttinc] 
operating  costs  to  a  faction  ol  other 
host  computer  systems.  Its  opeimess 
lets  ijou  pick  and  choose  Irom  an 
assortment  ol  coinpatihle,  standard 
softivare  —  thousands  of  applications 


thing  that  is  less...  its  lootprint. 
Upgrades  are  made  with  minimal 
impact  to  productivity  and  floor  space. 
And  hecause  you  can  step  up  per- 
formance a  little  at  a  time  or  all  at 
once,  you  can  meet  ani/  application 
requirement  on  demand. 


and  a  wealth  of  data  hase  softuare, 
languages  and  development  tools.  j\ll 
of  which  dramatically  and  permanently 
lower  programming  requirements  and 
training  costs.  In  short,  the  Inlinity  00 
delivers  economic  health  to  i/our  entire 
enterprise. 


Infinity  90... delivering  enterprise  solutions. 

For  more  information,  call  us  at  1-800-933-6267. 


INFINITY  90 
DELIVERING  ENTERPRISE  SOLUTIONS 


For  over  3i?  i/cars.  Encore  Lowputcr 
Lorporation  has  hccn  a  JcaJing 
manufacturer  of  hiqh-pcrformancc 
computer  siistems  for  mission- 
critical,  real-time  applications. 
Experience,  innoi  ation.  and  commit- 
ment liaie  leJ  Encore  to  successfully 
incorporate  technolocfical  advances 
into  cost-effective  open  solutions. 
These  solutions  offer  performance 
and  capacitu  well  heyonJ  that  of 
other  computer  manufacturers,  anJ 
are  hacheJ  hu  a  hicihly  skilleJ, 
responsive  service  netuork.  Encore 
also  leads  tl  le  uau  in  solutions  that 
integrate  and  maximize  the  perfor- 
mance of  all  your  current  computinq 
resources.  Encore  s  Infinity  00 
hrinas  these  aJvantaaes  to  all  enter- 


prise-wiJe  computina  environments 
to  set  extraorJinary  new  levels  of 
computing  proJuctivitif.  It  offers  seal- 
able  computing  power  to  over 
times  that  of  today 's  mainframes.  It 
offers  scalahle  I/O  hanJwiJth  to  over 
20  times  toJay  s  mainframes.  It 
offers  scalahle  memory  capacity  to 
over  i  r  times  toJay  s  mainframes. 
^-\jiJ  it  offers  alt  this  at  a  fraction  of 
a  mainframe  s  price.  Encores 
continued  leadership  in  interoper- 
ahilitu  processinq  performance, 
software  development  tools,  I  0 
throuahpiit  and  storaqe  capahilities, 
open  sifstems  desiqn,  and  adherence 
to  standards  ensures  that  Encore 
customers  meet  the  future  with  an 
u  nlini  ited  ad va  n  taqe. 
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I  ENNEY'S  REDISCOVERS 
I  S  CALLING 


F  get  upscale.  It's  back  to  good  quality  at  lower  prices 


kenney's  had  a  turtleneck  problem. 
Pwhen  the  retailer's  quality  inspec- 


I  tors  compared  J.  C.  Penney  Co.'s 
J.I  '  cotton  turtlenecks  with  similar 
t(!  from  The  Gap,  Lands'  End,  and 
L'  Bean,  tests  showed  that  Penney's 
ti;  enecks  shrank  too  much  and  puck- 
Ki  in  the  seams.  So  Penney's  design- 
»:i  vent  back  to  the  drawing  board  and 
iri  'oved  the  specifications  for  fabric, 
Bi  and  construction  and  added  Span- 
ij  to  the  collar  and  cuffs.  Satisfied, 
tl!  chain  priced  its  new,  improved  tur- 
tij  eck  at  38%  less  than  The  Gap's— 
a;  saw  the  product's  sales  more  than 
t:i  e  last  year. 

j  ower  prices  and  higher  cjuality  are 
p:  ping  up  sales  for  a  lot  more  than 
t'  ienecks  at  the  nation's  fourth-largest 
ri  iler.  After  an  ill-con- 
s!  red  push  into  high- 
e  riced  goods  coincid- 
ej  vith  the  recession  of 
1|  "-Gl,  the  worst  retail- 
ei  had  seen  in  decades 
|{  xt),  Penney's  hit 
i\  n  its  new  "value" 
f!  lula.  The  result  is  a 
\f\  i  of  hybrid.  While 
Ii  ney's  has  stuck  with 
eI  averhaul  started  in 
t|  early  1980s  that  in- 
cj  iBS  brighter  fashions 
respected  brand 
les  such  as  Oshkosh 
1;  osh  and  Levi's,  it 
Ij  returned  to  its  roots 
£i  i  moderately  priced 
ij  'chant.  Penney's  ap- 

II  ach  has  even  in- 
i\  "ed  an  imitator  in 
*j  rs.  Roebuck  &  Co.. 

ch  wants  to  shift  its 
i  IS  to  the  kind  of 
1|  lionable  apparel  that 
jj  '•acts  more  women 
\  ppers. 

j  .''hat  combination  of 
J!  er  prices  and  higher 
ility  may  not  be  so 
to  emulate.  "We're 
celling  dumb  stuff 
I  low  price,"  says  W. 
■ger  Tygart,  senior 
cutive  vice-president. 


The  Piano  (Tex.)  retailer  has  redoubled 
efforts  to  hone  its  marketing  message— 
and  slash  opei"ating  expenses  to  make  its 
value  strategy  pay  off.  Earnings  before 
extraordinary  items  last  year  climbed 
47%,  to  $777  million,  on  a  sales  gain  of 
11%,  to  $18  billion.  Earnings  could  hit 
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$871  million  this  year,  says  Mabon  Se- 
curities Corp.  analyst  Harry  A.  Iken- 
son.  Penney's  9.7%  growth  in  same-store 
sales  outstripped  that  of  such  rivals  as 
Dayton  Hudson,  Federated  Department 
Stores,  and  May  Department  Stores. 
WRONG  WAY.  Less  than  two  years  ago, 
Penney's  i^rospects  were  looking  pretty 
dim.  During  the  198()s,  the  chain  had 
wisely  labored  to  differentiate  itself  fi'om 
rival  Sears  by  dumping  such  lines  as 
tires  and  hardware.  Penney's  started  of- 
fering trendier  looks  and  courting  mak- 
ers of  the  well-known  brands  found  in 
better  department  stores.  Then,  in  its 
l)id  to  become  Middle  America's  favorite 
dejjartment  store,  Penney's  almost  undid 
its  own  handiwork.  It  expanded  its  selec- 
tion of  pi-icier  lines— just  when  the  reces- 
sion and  the  gulf  war  were  stifling  con- 
sumer spending.  In  1991,  Penney's 
earnings  before  extraordinary  items  fell 
36%,  from  1989's  record  $822  million. 

It  was  time  to  cut  prices— not  in  the 
ordinary  way,  through  big  end-of-season 
markdowns,  but  systematically  and  per- 
manently. Under  the  direction  of  Stores 
&  Catalog  President  James  E.  Oester- 
reicher,  the  chain  rolled  out  nationwide 
price  cuts  of  10%  or  more  on  many 
items  and  offered  special  deals  on  oth- 
ers. Visit  a  store  near 
Penney's  headfiuarters, 
for  instance,  and  you 
can  get  a  private-label 
men's  cotton  polo  shirt 
tor  $16,  or  two  for  $25. 
Such  prices  enticed  Car- 
ol Anne  Braswell,  a  27- 
\  ear-()ld  Dallas  mother 
of  one.  to  buy  a  Pen- 
ney's linen  jacket  re- 
cently, even  though  as 
a  child,  she  recalls,  "we 
would  never  darken 
[Penney's]  doors  be- 
cause we  thought  their 
stuff  was  cheap."  The 
jacket  reminded  her  of 
one  she  had  seen  at  a 
much  higher  pi'ice  at 
Neiman  Marcus. 

Penney's  has  stepped 
ui)  efforts  to  improve 
the  (luality  of  such  mod- 
erately i)riced,  private- 
label  goods,  which  ac- 
count for  two-thirds  of 
sales.  Margins  on  such 
apparel  typically  run 
higher  than  the  average 
for  national  brands.  So 
Penney's  has  had  more 
room  to  lower  prices 
and  still  expand  its 
team  of  quality  inspec- 
tors from  20  in  1990  to 
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some  200  today.  These  inspectors  audit 
the  factories  that  make  Penney's  mer- 
chandise, rank  all  suppliers  for  quality, 
and  stage  comparison  tests  such  as 
the  one  that  altered  the  girls"  turtle- 
neck  design. 

To  drive  home  the  changes  to  cus- 
tomers, Penney's  hired  ad  agency  Te- 
merlin  McClain  in  late  1991.  With  a  near-- 
ly  SlOO  million  budget  for  television  and 
radio  ads— up  82%  from  the  year  be- 
fore—Temerlin  introduced  new  TV  com- 
mercials last  year  that  take  shoppers 
inside  Penney's  stores  for  a  firsthand 
look.  In  some  spots,  famous  labels,  such 
as  Nike,  Dockers,  and  Bali  flash  by, 
akmg  with  Penney's  own  brands.  Close- 
ups  of  tags  boasting  "pure  silk"  and 
"1(XJ%  cotton"  stress  <iuality.  The  TV  com- 
mercials show  "sale"  signs  everywhere 
and  end  by  emphasizing  values. 

Now,  the  chain  is  testing  its  first-ever 
TV  ads  for  the  $3.1  bilhon  catalog  busi- 
ness. Penney's  has  a  rare  opportunity 
to  expand  in  mail  order  now  that  Sears 
is  shutting  down  its  S3.3  billion  catalog 
business.  Analyst  Peter  J.  Siris  of  UBS 
Securities  sees  Penney's  getting  $200 
million  in  extra  1994  revenue  thanks  to 
Sears'  decision.  Unlike  Sears,  Penney's 
catalog  carries  far  fewer  "hard"  items 
such  as  appliances  and  tools,  but  the 
company  figures  it  has  a  good  shot  at 
winning  the  Sears  customers  who  want 
apparel  and  home  furnishings.  And  Pen- 
ney's highly  automated  distribution  cen- 
ters and  phone  system  can  easily  handle 
the  extra  business. 

MORE  NUTS  TO  CRACK.  For  all  of  its  prog- 
ress, there's  slill  plenty  of  room  to  im- 
prove. In  part  l)ecause  of  a  higher  pro- 
portion of  lower-priced  goods  in  the  mix, 
Penney's  sales  per  square  foot— estimat- 
ed by  Ikenson  at  $118— are  among  the 
lowest  in  the  industry.  Another  factor  is 
the  lack  of  key  brands  needed  to  lure 
more  shoppers  to  such  critical  depart- 
ments as  cosmetics  and  women's  appa- 
rel. While  the  chain  has  landed  such  up- 
scale cosmetics  names  as  Ultima  II  and 
Charles  of  the  Putz,  it  longs  for  Elizabeth 
Arden  and  Estee  Laurler.  In  apparel, 
Penney's  is  still  snubbed  by  Liz  Clai- 
borne, whose  designs  gi-ace  mannequins 
at  such  chains  as  Dillard  Department 
Stores  Inc.  and  R.  H.  Macy  &  Co.  "It's 
hard  for  us  to  understand  why  some- 
body would  not  want  Penney's  when  we 
would  be  their  largest  account,"  sighs 
Oesterreicher. 

Even  without  such  prestigious  names, 
Oesterreicher  insists  that  the  retailer 
can  squeeze  far  more  sales  out  of  its 
1.300  stores.  It  will  have  to  if  Penney's 
hopes  to  grow  faster  than  the  depart- 
ment-store industry's  estimated  6%  an- 
nual rate.  That's  an  optimistic  scenario, 
but  offering  more  for  less  may  be  just 
the  way  to  make  it  hapi)en. 

By  Wendy  Zellner  hi  Photo,  Tex. 


For  die-hard  Republicans,  many  of 
whom  are  still  in  the  public-moui-n- 
ing  phase  of  post-election  trauma, 
the  event  was  particularly  painful.  On 
Feb.  25,  chieftains  of  some  of  the  na- 
tion's largest  corporations  trekked  to 
the  White  House  to  praise  Bill  Clinton's 
economic  plan.  Seizing  on  Clinton's  pro- 
p(jsed  deficit  cuts— and  tactfull\'  ignoring 
his  soak-the-rich  tax  plans— OOP  stalwart 
Lodwrick  M.  Cook,  chief  executive  offi- 
cer of  Arco,  declared:  "We  believe  that 
the  President  has  faced  up  to  the  eco- 
nomic problems  of  f)ur  nation."  As  fellow 
CEOS  nodded,  Cook  added  that  the  new 
President  has  "taken  a  gutsy  step  and 
de.serves  our  support." 

Getting  Cook's  blessing  was  no  small 
accomplishment  for  the  Clinton  White 
House.  For  one  thing,  the  Administra- 
tion's economic  plan  calls  for  l)Oth  a  hike 
in  the  corporate  tax  rate,  to  36%  from 
34%,  anfl  a  broad  new  tax  on  energy 
use.  For  another,  during  the  '92  cam- 
paign, the  Arco  chief  gave  $27,-500  to 
GOP  candidates  and  committees— includ- 
ing $2,000  to  George  Bush. 

Now.  Cook  and  a  host  of  other  ty- 


coons have  hopped  aboard  the  Clin 
Express,  part  of  a  stampede  that 
made  seats  in  business  class  a  hot  tir 
None  of  this  is  accidental.  As  goven 
Clinton  beseeched  companies  to  pron 
development  in  Arkansas.  As  Presid' 
he  decided  corporate  support  v. 
build  momentum  for  his  economic  pi 
The  result  has  been  an  unusual  hi 
level  courtship  for  Democrats  (page 
It  goes  way  beyond  Clinton's  hob- 
bing  with  the  likes  of  former  Hewl 
Packard  cEo  John  A.  Wjung,  Sara 
Cov]}.  Chairman  .John  H.  Bryan,  and  i 
pie  Computer  Inc.  honcho  John  Scul' 
Clinton,  who  knows  that  his  busini 
backing  is  fragile,  hasn't  let  up.  He 
met  with  the  Business  Roundtable, 
Business  Council,  and  small  busin 
owners— among  others. 
TRADE  WORRIERS.  He  has  also  ventu 
Id  Siliron  \'alley  to  techno-schmooze  v 
representatives  of  leading  electror 
companies,  headed  to  Boeing  Co.'s  S( 
tie  headquarters  to  discuss  governm 
help  for  U.  S.  aircraft  manufacture 
and  traveled  to  Atlanta  on  Mar.  19 
stump  before  its  business  leaders.  "1, 
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MARRIAGE  OF 
CONVENIENCE: 
FLANKED  BY  BUSINESS 
AND  LABOR  LEADERS, 
PRESIDENT  CLINTON 
ANNOUNCES  HIS 
■CONOMIC  STRATIOY 


dent  knows  the  issues,  and  that 
mpressed  the  business  community," 
A^'Tiite  House  Chief  of  Staff  Thomas 
lack"  McLarty  III. 
nton  can't  afford  to  relax,  though, 
ise  many  elements  of  his  program 
lim  on  a  collision  course  with  much 
siness.  Corporations  are  waiting  to 
ow  hard  the  President  will  fight  for 
"Jorth  American  Free  Trade  Agree- 
which  would  expand  export 
investment  opportunities. 
f  manufacturers  worry 
Clinton  will  agi'ee  to  start 
g  products  made  in  Mexi- 
y  companies  that  violate 

and  environmental  agree- 
s.  Labor  Secretary  Robert 
eich's  new  commission  to 
iW  labor  laws,  possibly  re- 
orating  unions,  also  wor- 

business.  The  breaking 
;  could  be  health-care  re- 
,  since  it  will  be  difficult, 
t  impossible,  to  come  up 
1  a  plan  that  won't  infuriate 
5  segments  of  business. 
'  Jerry  J.  Jasinowski,  pres- 


^MENT 


ident  of  the  National  Association  of  Man- 
ufacturers (NAM):  "Clinton's  basiness  sup- 
port is  a  mile  wide  and  an  inch  deep." 

Many  CKOs  sympathize  with  Clinton's 
focus  on  the  deficit,  investment,  job 
training,  and  infrastructure.  Says  Alexis 
M.  Herman,  who  heads  the  White  House 
corporate-outreach  effort:  "The  business 
conuuunity  responds  to  leadershij)  and 
risk-taking  and  to  a  President  who  takes 
resi)onsibility." 

Actually,  most  execs  are  signing  up 
with  Clinton  for  a  less  lofty  reason  than 
their  concern  for  the  deficit:  With  Demo- 
crats in  control  of  both  ends  of  Pennsyl- 
vania Avenue,  business  needs  every 
friend  it  can  get  in  Washington.  Notes 
one  veteran  corporate  lobbyist:  "Bill 
Clinton  is  the  only  game  in  town." 

And  so  far  the  score  is  heavily  in  his 
favor.  With  skillful  ,jawl)oning,  the  Pres- 
ident has  defused  some  corporate  oppo- 
sition. Still,  large  pockets  of  resistance 
I'emain,  particularly  among  small  lousi- 
nesses and  old-line  manufacturing  con- 
cerns. Clinton's  populist  broadsides 
against  drugmakers  and  health  insurers 
also  have  rattled  CEOs. 
DARK  MUTTERINGS.  Such  anti-corporate 
forays  haven't  damitened  lousiness'  desire 
to  open  lines  of  communication  to  the 
Clintonites.  Nowhere  is  this  more  ap- 
parent than  in  the  transformation  of  the 
Chamber  of  Commerce.  Once  a  hotbed  of 
Reaganism,  it  now  says  it's  ready  to 
consider  both  tax  hikes  and  mandated 
health  coverage.  While  right-wing  mem- 
l)ers  muttered  treason,  the  Chamber 
gave  Clinton  a  wai'm  I'eception  at  a  Pel). 
23  speech.  "The  political  calculus  is  fun- 
damentally changed,"  says  Chamber 
Vice-President  William  T.  Archey.  "We 
have  to  be  where  policy  is  shajoed,  or  we 
won't  get  anything  we  like." 

The  willingness  of  such  conservative 
bastions  as  the  Chamber  to  fraternize 
with  the  enemy  has  left  Republicans 
dyspeptic.  Fumes  Representative  Tom 
DeLay  (R-Tex.):  "The  worst  part  is  that 
a  flawed  economic  policy  is  being  given 
legitimacy.  [Business]  is  just  helping 
Clinton  to  destroy  the  economy." 

P\miing  aside,  there's  little  the  Ciop 


WHITE  HOUSE 
AIDE  HERMAN: 
"THE 
BUSINESS 
COMMUNITY 
RESPONDS  TO 
LEADERSHIP 
AND  RISK- 
TAKING../' 


can  do  because  the  Administration  has 
effectively  neutralized  opposition  to  key 
components  of  the  i)lan.  Take  the  energy 
tax.  Though  Arco's  Cook  and  Ford  Mo- 
tor Co.  Chairman  Harold  "Red"  Poling 
prefer  hiking  the  gasoline  tax,  both  en- 
dorse Clinton's  new  energy  levy.  That 
may  give  lawmakers  from  energy-pro- 
ducing states  the  cover  they  need  to 
vote  for-  it.  As  things  heat  uj),  the  Wliite 
House  will  praise  corporate  supporters 
while  singling  out  foes  as  greedy  .special 
intei-e.sts.  "The  Administration  is  playing 
hardball,"  says  one  oil-company  official. 

Indeed,  Clinton's  economic  strategy 
was  artfully  crafted  to  appease  entire 
industries.  To  help  move  real  estate,  the 
Administration  decided  not  to  seek  a 
cap  on  home-mortgage  deductions.  Brew- 
ers were  geared  up  to  oppose  the  plan 
until  the  Administration  omitted  higher 
excise  taxes  on  beer.  "Clinton  under- 
stands that  the  more  people  you  go  af- 
ter, the  more  will  go  after  you,"  says 
David  K.  Rehr,  lobbyist  for  the  now- 
neutral  National  Beer  Wholesalers'  Assn. 

Many  corporations  that  are  supporting 
Clinton  or  keeping  mum  hope  to  cut 
their  own  special  deals.  The  auto  indus- 
try has  a  long  shopping  list  led  by  its 
demand  for  higher  duties  on  imported 
minivans  and  utility  vehicles.  Airlines 
want  tax  breaks  and  regulatory  relief 
to  help  them  snap  out  of  their  swoon. 
High-tech  companies  are  attracted  to  a 
research-and-development  tax  credit  and 
stepped-up  support  for  cutting-edge  tech- 
nologies. "This  is  the  first  Administration 
that  even  mentions  help  for  high-tech 
industry,"  says  Enzo  Torresi,  CE(J  of  Net- 
FRAME  Systems  Inc.  in  Milpitas,  Calif. 

Still,  fear  may  !)e  a  stronger  motiva- 
tion than  hope.  Many  companies  are 
scared  silly  by  Clinton's  health  jjlan,  due 
in  early  May.  It  was  no  idle  choice  of 
words  when  Anheuser-Busch  Cos.  Chair- 
man August  A.  Busch  III  endorsed  Clin- 
ton's economic  plan  "as  it  now  stands"  at 
the  Feb.  25  confab.  A  few  minutes  later, 
when  asked  about  funding  health-care 
reform  with  "sin  taxes,"  the  President 
singled  out  cigarettes  but  not  alcohol. 
"We  have  neither  asked  for  nor  received 
any  assurance  that  beer  taxes 
would  be  exempted,"  says 
Busch.  "We  would  oppf)se  any 
package  that  included  higher 
beer  taxes,  and  no  one  should 
be  surprised  by  that." 

So  far,  the  sector  most  re- 
sistant to  Clinton's  charms  has 
been  old-line  manufacturing, 
which  expects  to  bear  the 
brunt  of  both  the  energy  tax 
and  higher  corporate  rates.  A 
survey  of  NAM  members  found 
that  83%  didn't  believe  Clin- 
ton's program  would  lead  to 
economic  growth.  "The  invest- 
ment-tax-credit will  not  pro- 
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(luce  one  job  for  us,  and  the  higher  cor- 
porate rates  will  hurt,"  agrees  Jeff  Ned- 
elman,  vice-president  of  the  Grocery 
Manufacturers  of  America. 

Clinton-shock  has  led  some  of  these 
comjjanies  to  resurrect  the  Tax  Reform 
Action  Coalition.  TRAC,  which  fought  ef- 
fectively foi'  low  rates  in  198(i,  is  gearing 
up  to  oppose  the  Clinton  economic  plan. 
Members  include  Du  Pont,  IBM,  Kellogg, 
Procter  &  Gamble,  and  McGraw-Hill 
(which  pul)lishes  BUSINESS  WEEK).  TRAC's 
Alan  M.  Kranowitz  insists  that  corpo- 
rate acquiescence  to  Clintonomics  is  a 
mistake,  t)ecause  companies  "fail  to  real- 
ize that  if  they're  silent,  Congress  could 


raise  the  [corporate]  rate  even  more." 

Despite  Clinton's  pi-aising  of  small 
business  as  the  engine  of  growth,  it  has 
also  held  out.  The  National  Federation  of 
Indei)endent  Business  contends  that 
higher  individual  tax  rates  will  hurt 
most  of  its  members  while  the  invest- 
ment tax  credit,  though  targeted  at 
smaller  companies,  won't  help  retail  and 
service  establishments. 

And  small  business  is  frightened  by 
the  talk  about  mandatory  health  insu- 
rance and  a  higher  minimum  wage.  Clin- 
ton is  "heljjing  chic  lousinesses  like  small 
high-tech  firms  in  Silicon  Valley,"  says 
\FIB  lol)byist  John  Motley.  "But  if  you 


own  a  beauty  shop,  to  hell  with  ,\u 
In  the  end,  the  fate  of  Clinton's  \. 
tionship  with  business,  like  his  tit  | 
voters  at  large,  may  well  be  determj 
by  the  path  of  the  economy.  If  gv(\ 
continues  and  inflation  and  interest  1 1 
stay  low,  any  business  grousing  wi  i 
drowned  out  by  huzzahs  for  the  1' 
dent's  economic  stewardship.  If  that 
pens,  what's  now  a  marriage  of  eoi 
ience  between  Clinton  and  Corpc 
America  could  blossom  into  true  lo 
Bi/  Susan  B.  Garland  in  Wcvihim 
with  Kevin  Kelley  in  Chicago, 
Zellucr  in  Dallas,  Robert  Hof  in 
Francisco,  and  bureau  reports 


ROMANCING  THE  STONE-FACED:  HOW  CEOs  WERE  WON  OVER 


If  politics  is  the  art  of  illusion.  Bill 
Clinton  deserves  an  Oscar  for  Best 
Special  Effects.  Working  with  a  ca- 
dre of  business-oriented  White  House 
aides,  the  President  has  turned  what 
was  a  trickle  of  business  su])port  diu'- 
ing  the  cami)aign  into  a  seeming  tidal 
wave  of  corporate  backing  for  his  eco- 
nomic program. 

With  traditional  Democratic  inter- 
ests safely  in  his  camp,  Clinton  made 
business  backing  a  priority  and  as- 
signed top  aides  to  the 
task— including  Chief 
of  Staff  Thomas  F. 
"Mack"  McLarty  III, 
National  Economic 
Council  Chairman  Rol)- 
ert  E.  Rubin,  political 
director  Rahm  Ema- 
nuel, and  public  liaison 
chief  Alexis  M.  Her- 
man. They  targeted 
CEOs  they  already 
knew.  Democratic  busi- 
ness leaders,  early 
Clinton  business  con- 
tributors, and  a  few 
token  CE(.)s  who  might 


nomic  plan  was  unveiled,  the  Presi- 
dent met  with  a  handful  of  top  CEOs. 
Among  them:  Tenneco's  Michael  H. 
Walsh,  Prudential  Insurance's  Robert 
C.  Winters,  and  Western  Digital's  Rog- 
er W.  Johnson.  After  the  Feb.  17  State 
of  the  Union  speech,  Herman  phoned 
this  group  to  gauge  their  reactions. 

Soon  thereafter.  Ford  Motor  Co.'s 
Harold  A.  "Red"  Poling  and  Time  War- 
ner Inc.'s  Gerald  M.  Levin  wrote  Clin- 
ton praising  his  efforts,  and  Herman 


COOK,  BUSCH,  AND  CRANDALL:  A  TRICKLE  OF  SUPPORT  TURNED  INTO  A  WAVE 


neutralize  (Opposition  to  tax  proposals. 
The  goal:  a  star-studded  rooting  sec- 
tion to  flank  Clinton. 
WISH  UST.  Ruliin,  tbiTner  co-chairman  of 
Goldman,  Sachs  &  Co.,  chatted  up  old 
Wall  Street  pals.  Emanuel  worked  on 
the  CEOs  he  had  talked  to  as  a  cam- 
paign fund-raiser,  including  Nations- 
Bank Corp.  Chief  Hugh  McColl  Jr.  and 
Sara  Lee  Corp.'s  John  H.  Bryan.  Soon 
after  Inauguration  Day,  Herman  laid 
on  numerous  meetings  with  lousiness 
gi'oups  to  find  out  what  they  wanted  in 
an  economic  package.  Says  Herman: 
"The  early  reaching  out  was  one  of 
the  critical  components  of  success." 
On  Feb.  11,  a  week  before  the  eco- 


asked  them  to  join  Clinton  at  a  Fe!).  25 
press  conference  in  Washington.  Le- 
vin took  the  red-eye  back  from  Califor- 
nia to  make  the  event.  Bryan,  who 
supported  Clinton  during  the  campaign, 
retui'ned  two  days  early  from  a  trip  to 
Hong  Kong.  Others  were  in  town  for  a 
Business  Council  meeting. 

McLarty  scored  one  of  the  biggest 
coups.  As  former  CEO  of  natm-al  gas  gi- 
ant Ai-kla  Inc.,  he  had  served  on  the 
National  Petroleum  Council  with  At- 
lantic Richfield  Co.'s  Lodwrick  M. 
Cook.  A  Bush  supporter.  Cook  is  a 
maverick  who  backed  increased  gaso- 
line taxes  to  promote  energy  conserva- 
tion. Following  the  State  of  the  Union 


speech,  McLarty  called  to  ask  if  C( 
would  meet  with  Clinton  when  i 
President  visited  California.  Aftei 
face-to-face  chat.  Cook  signed  on. 
KEY  MOVE.  The  CEOs  at  Clinton's  pr,; 
conference  got  nothing  in  return.  li 
obviously,  says  an  aide  to  one,  "thi: 
are  strings  attached  because  you: 
standing  there  next  to  the  Preside. 
My  feeling  was,  this  will  be  a  photo  > 
and  you  will  be  a  prop— but  it's  no: 
bad  touch  to  make." 

Clinton  had  m; 
inroads  with  busini 
during  the  campai 
to  gain  credibility  \ 
his  "New  Democrl 
econom.ic  plan.  B 
aides  say.  the  r, 
clincher  came  after  ij 
election,  with  Clintof 
economic  summit  I 
Little  Rock.  There, 
foi'e  a  throng  of  exef 
fives,  he  made  1 
l:>ravura  performanj 
Among  the  impressi;: 
Anheuser-Busch  Cj 
Chairman  August  \ 
Busch  III  and  American  Airlines' 
ert  L.  Crandall.  The  airline  chief  ij 
lowed  up  with  a  six-page  letter  of  sii 
gestions.  The  President  respond! 
swiftly,  backing  the  industry's  call  foi 
high-level  commission  to  study  W£ 
to  help  i-estore  its  profitability. 

His  charm  and  grasp  of  econor 
minutiae  have  so  impressed  executi\| 
that  one  lobloyist  (  juips:  "My  top  pri! 
ity  is  to  keep  my  CEO  back  in  heii 
quarters  so  he  doesn't  meet  the  Pre, 
dent."  No  wonder  Clinton  is  convinc; 
that,  with  enough  work,  he  can  tuf 
potential  foes  into  .sometime  friendf 
Bii  Susan  B.  Garland  in  Waskingti' 
icith  bureau  reports 
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GOVERI! 


Phirfax  County  has  more 
college  graduates  than: 


a.  Atlanta 

b.  Boston 

c.  San  Francisco 
d  Denver 

e.  Minneapolis 

f.  Seattle 

g.  All  of  the  above 


i  If  you  answered  "g,"  you're 
petty  astute  yourself. 
You're  also  keenly  aware  that 
I  succeed  in  the  21st  centuiy, 
}u're  going  to  need  the  most 
itelligent  employees  you 
m  find.  Nowhere  in  America 
ill  you  find  more  of  them  than 
1  Fairfax  County,  Virginia. 
Of  our  800,000^  residents, 
lore  than  20,000  are  doctoral 


scientists  and  engineer's.  Fifty-five 
percent  of  the  adults  hold 
college  degrees.  Ninety-five 
percent  are  high  school  graduates. 
Further,  eighty  percent 
confinue  to  upgrade  their  skills 
with  technical,  occupational  or 
post-graduate  study. 

Now  doesn't  a  locafion  this 
smart  deserve  an  examinahon? 

Right  you  are  again. 


For  more  iufomiation,  just  clip 

the  coupon  or  call. 

I  1 

I^U-tisf  M  ild  itii  rrt'iri'  ir{liinnaUitn  mi  I'H  Ulinii  my 
Imsiiifss  in  I'liniit.i  Cnuiily. 

rule  


(jimpany  . 
.  Iddrcss 


City. 


Stale 


Phone _ 


Fair/ii.r  Cnuntv Enmninw  IMrln/jiut'itt  4utliont\ 
Si(ll)  linniw  ISniilmml.  Suilr  4>ll.  I  unna  I  irf;mia  22IH2 
TdiplltHie  7(1!  /^IIDMIO,  h'lU  70!-XV)  IJhV  im; 
I  I 


''airfax  County,  Virginia.  The  21st  Century  Is  Here. 
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TELECOMMUNICATIONS  I 


BUILDING 

A  WIRELESS  FUTURE 


It  started  with  cellular  phones.  Now,  new  gadgets  and  networks  are  transforming  communicatioi 


At  the  dawn  of  the  cellular-phone 
era  a  decade  a^o,  American  Tele- 
phone &  Tele^i'aph  Co.'s  market 
researchers  predicted  that,  \)y  the  turn 
of  the  century,  about  1)00,000  mobile 
phones  would  be  in  use  in  the  U.S.  Not 
even  close.  With  the  millennium  still  sev- 
en years  away,  that  number  has  been 
exceeded — 12  times  over. 

America's  rapid  embrace  of  cellular — 
repeated  around  the  j^lolje — has  created, 
almost  overnij^ht,  a  $15  billion-plus  in- 
dustry. Now,  new  technologies  such  as 
digital  cellular  and  personal  communica- 
tions networks  (PCXs)  hold  the  promise 
of  explosive  growth  in  wireless  markets 
for  the  remainder  of  the  decade  and  l;>e- 
yond  (table).  And  after  first  grossly  un- 
derestimating the  phenomenon,  .\T&T 
and  other  big  players  in  communica- 
tions, computers,  consumer  electronics, 
and  information  services  are  pursuing 
tile  market  with  the  fervor  of  converts. 

Over  the  next  few  years,  companies 
ranging  from  AT&T  and  IBM  to  L.  M. 
Ericsson  and  Matsushita  Electrical  In- 
dustrial will  invest  billions  to  create  a 
new  world  of  wireless  communications. 

SPEED  CHECK 

SYMBOL  TECHNOLOGIES 

▼  STORE  CLERKS  CAN 
SCAN  IN  THE  PRICE,  TAKE 
A  CREDIT-CARD  PAY- 
MENT, AND  RECORD  THE 
SALE  WIRELESSLY 


AT&T  last  year  agreed  to  pay  $3.8  billion 
to  buy  one-third  of  McCaw  Cellular  Com- 
munications Inc.,  the  leading  cellular 
carrier.  Sprint  Corp.,  the  No.  3  long-dis- 
tance carrier,  paid  $4.7  billion  for  Centel 
Corp.,  mainly  to  get  that  company's  cel- 
lular properties.  Motorola  Inc.  is  looking 
for  partners  to  help  fund  Iridium,  a  $3.8 
billion  satellite  system  that  would  allow 
wireless  calls  anywhere  on  earth.  And 
two  deep-pockets  alliances — Ardis  and 
Ram  Mobile  Data — are  building  national 
wireless  data  networks. 
QUICK  FIX.  Meanwhile,  more  than  100 
companies  and  groups — including  cable- 
TV  operators — have  applied  to  the  Feder- 
al Communications  Commission  to  oper- 
ate PCX  systems.  A  twist  on  cellular,  I'CN 
would  use  hundreds  of  micro-cell  trans- 
mitters to  blanket  a  calling  area  and  pro- 
vide more  than  20  times  the  capacity  of 
conventional  cellular.  The  pocket-size 
phones  of  I'CXs  will  be 
cheajjer  than  cellular 
l_)hones  and  might  serve 
as  coi'dless  phones  indoors 
and  mobile  phones  outdo(jrs. 
I'cx  calling  fees  also  ai'e  ex- 
pected to  be  lower  than  ct'llu 
lar.  Some  investors  and  ana 

PERSONAL 
COMMUNICATOR 

IBM 

►  ON  THE  GO,  YOU 

COULD  RECEIVE  E-MAIL 
AND  MAKE  REGULAR 
CELLULAR  CALLS  WITH 
THIS  PROTOTYPE 


lysts  predict  PCN  could  compete  wit 
wired  nets  of  local  phone  companie 
Eastern  Europe  and  elsewhere,  wir 
is  being  used  to  modernize  phone  se 
quickly — avoiding  the  time  and  exj 
of  stringing  wires  (box,  page  60). 

There's  also  a  scramble  to  creat( 
hardware  and  information  service 
take  advantage  of  the  new  invisibl 
frastructure.  Alone  and  in  groups 
ants  such  as  IBM  and  Motorola  an 
signing  wireless-phone  and  com{ 
combinations.  To  build  its  Newto 
handheld  "personal  communicator" 
organizer,  Apple  Computer  Inc. 
teamed  up  with  Japan's  Sharp  Corp. 
personal-computer  maker  is  also  col 
rating  with  Germany's  Siemens  t( 
office  phone  systems  to  Newton.  A 
peting  group,  including  AT&T,  Mi 
shita,  and  Olivetti,  is  backing  EO 
another  maker  of  personal  commu 
tors.  Chipmaker  Intel  Corp.  is  wor 
with  Swedish  phone-ecjuipment  m 
Ericsson.  In  software,  Apple  spii 
General  Magic  Inc.  has  signed  AT&T 
others  to  back  its  Telescript  prograi 
the  lingua  franca  of  wireless  netwo 
r)riving  this  whirlwind  activity  is 
sion  of  "anytime,  anywhere"  comn 

DIGITAL  PERSON/ 
COMMUNICATOR 

MOTOROLA 

►  A  POCKET  MODEL 
THAT'S  CORDLESS  AT 
HOME  AND  A  CELLULAI 
PHONE  OUTDOORS 
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s.  The  premise  is  that  wireless  dig- 
etworks,  feeding  information  to 
ful  handheld  phone-computer-fax 
Is,  will  alter  the  way  people  live 
vork — redefining  what's  a  work- 
a  store,  or  a  library.  Using  a  per- 
coinniunicator,  you  might  trade 
w  hile  sitting  on  a  train,  order  a 

I  t'ioves  from  an  electronic  L.  L. 
:ii.il()g  while  riding  on  a  ski  lift,  or 

I I  ;i  legal  precedent  from  a  compul- 
law  library  while  lolling  in  your 

u'll.  "You'll  have  incredible  power 
I  pocket  at  a  very  low  cost,"  says 
M.  Kavner,  an  AT&T  group  execu- 
liii  is  helping  to  lead  the  phone 
.iiy's  charge  into  the  wireless  age. 
1ANCE.  As  the  surprising  populari- 
■I'llular  shows,  the  shift  to  wireless 
(ii-e  powerful  force  than  anybody 
ri|  10  years 
\()vv,  Kavner 
u'r  enthusi- 
it  may  turn 
a  shift  as  pro- 
as the  move  from 
'jit  to  electric  bulbs, 

to  airplanes — or  main- 
s  to  PCS.  "The  last  100  years 
been  the   wireline  century," 
Thomas  E.  Wheeler,  president  of 
;llular  Telecommunications  Indus- 
lSsh.  "We  have  just  embarked 
the  wireless  century." 
t  assumes,  of  course,  that  the 
letworks  fall  into  place  smoothly. 


That's  a  big  "if."  First,  it  will  cost 
billions  of  dollars  and  take  years  to 
upgrade   today's   analog  cellular  net- 
works to  digital  technology.  And  Wash- 
ington has  yet  to  allocate  the  radio  spec- 
trum needed  for  PCN  systems. 

Doling  out  spectrum  space  could  be 
done  (luickly  through  auctions,  a  move 
the  (".linton  Administration  now  backs. 
Auctions  would  replace  time-consuming 
competitive  hearings  or  the  lotteries  that 
created  windfalls  for  lucky  winners  in 
the  early  days  of  cellular.  Opponents  of 
auctions  worry  that  big  companies 
might  buy  up  much  of  the  spectrum  at 
the  expense  of  small  ones,  but  support- 
ers say  companies  with  promising  tech- 
nology should  be  able  to  get  the  neces- 
sary funding  to  bid. 

Perhaps  the  biggest  ques- 
tion mark  is  the  health  issue. 
Early  this  year,  the  cellular 
industry  was  rocked  by  re- 
ports suggesting  that  hand- 
held cellular  phones  might  be 
linked  to  brain  cancer.  Evi- 
dence connecting  radio  emis- 
sions with  any  form  of 

cancer  remains  inconclusive,  but 
the  scare  has  the  cellular  in- 


IRIDIUM  PHONE 

MOTOROLA 


ARDIS  TERMINAL 

MOTOROLA 

►  TECHNICAL  STAFF  CAN 
KEEP  IN  TOUCH  V^ITH 
HEADQUARTERS  VIA 
THIS  WIRELESS 
MESSAGE  NETWORK 


AT&T-EO 
COMMUNICATOR 

EO 

▲  LOOK  MA,  NO  KEY- 
BOARD: A  PHONE-FAX- 
COMPUTER  HYBRID  THAT 
READS  HANDWRITING 


TKJU  PkueL^blNG 
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dustry  racing  to  prove  that  a  world  of 
pocket  phones  and  laptop  computers 
with  wireless  modems  will  be  safe.  "If 
people  are  scared  of  having  a  radio  next 
to  their  ear,  do  you  think  they'll  be  will- 
ing to  have  a  radio  in  their  lap?"  asks 
one  computer-industry  executive. 

Another  issue:  People  already  over- 
whelmed by  junk  mail,  fax  frenzy,  and 
nonstop  phone  solicitation  are  apt  to  ob- 
ject to  the  intrusion  of  anytime-any- 
where  communications.  There's  also  the 
question  of  privacy.  To  send  calls  to 
your  pocket  phone,  I'CN  systems  will 
need  to  know  where  you  are.  And  cellu- 
lar callers  already  worry  about  eaves- 
droppers who  use  police  scanners  to  pick 
up  tlieir  conversations.  (Technologists 
say  that  won't  be  possible  with  forth- 
coming digital  cellular  systems.) 
NOMADIC  MAN.  There's  already  one  obvi- 
ous niai'ki'l  fur  these  wireless  wonders: 
the  executives  and  professionals  who 
were  the  first  to  take  u].)  cellular  phones. 
Freed  from  the  umbilical  cords  of  com- 
puter wires,  executives  can  keep  u].) 
their  frenetic  travel  schedules  and  still 
conduct  business  as  if  they  were  in  the 
office.  They'll  be  alile  to  fire  off  faxes 
and  electronic  mail  and  read  files  from 
distant  computers  wherever  they  are — 
including  planes.  "Man  started  out  as 
nomadic,"  says  Craig  0.  McCaw,  chair- 
man of  McCaw.  "It  may  be  the  most 
natural  state  for  human  beings." 

Wireless  technology  isn't  just  for  the 
white-collar  set,  though.  By  bringing  the 
latest  information  to  emjjloyees  wherev- 
er they  roam,  wireless  data  terminals 
have  the  potential  to  revamp  the  way 
service  personnel  and  even  production 
workers  do  their  jobs.  Repair  people,  for 
example,  will  have  instant  access  to 


"You'll  have 
incredible  power 
in  your  pocket  at 
a  very  low  cost" 
— a  shift  as  big 
OS  from  gaslight 
to  electric  bulbs 

ROBERT  M.  KAVNER 

AT&T  group  executive 

parts  in\'entories.  Back 
at  headquarters,  wire- 
less computer  network- 
ing will  make  it  a  snap 
to  move  a  PC  from  one 
office  to  another. 

Even  low-tech  equip- 
ment will  go  wireless. 
Tiny  radios  on  boxcars,  freight  contain- 
ers, and  truck  trailers  will  help  shippers 
l.)inpoint  deliveries  of  goods,  as  they 
make  their  way  across  countries  or 
oceans.  Also,  it  may  soon  be  economical 
to  install  transmitters  in  soda  machines 
to  relay  information  such  as  how  many 
cans  are  needed  of  each  beverage. 

The  bottom  line:  "There's  a  very  clear- 
cut  productivity  argument,"  says 
George  M.  C.  Fisher,  chairman  of  Motor- 
ola. At  Pitney  Bowes  Inc.,  for  example, 
■i/M)  copier-repair  people  now  carry 
•$2,500  wireless  data  terminals  connected 
to  the  wireless  Ardis  network,  a  joint 


venture  of  Motorola  and  IBM.  vOrigiJ 
created  for  IBM's  technicians,  the  •  i 
not  only  tells  workers  what  and 
the  next  assignment  is  but  also 
into  a  data  base  for  such  informally 
the  date  of  the  last  repair  and  the 
of  the  person  to  see.  Before,  1' 
Bowes  reps  phoned  in  and  arrived 
"whatever  information  they  could 
ble  on  their  hand  or  the  back  of  a  | 
says  Murray  D.  Martin,  president  n 
ney  Bowes  Copier  Systems. 

Now,  technicians  arrive  with  al 
necessary  information.  And  if  they 
a  part  from  the  repair  depot,  they; 
order  it  over  the  Ardis  system  and 
it  delivered.  Martin  figures  the  sy 
has  improved  productivity  12?f  to 
and  raised  customer  satisfaction.  1'. 
came  at  a  price:  about  $130  millidi 
eluding  a  computerized  dispatch  si  i 
GETTING  SET.  So  far,  only  a  few  piin 
have  been  willing  to  pay  such 
jjrices  for  the  benefits  of  wire 
Among  them  are  the  two  package-i 
ery  giants.  Federal  Express  Corp. 
its  own  private  radio  network,  and 
ed  Parcel  Service  of  America  Inc.  re- 
ly organized  a  national  network  by 
ing  together  cellular-phone  systems, 
as  costs  plunge,  thousands  of  other 
nesses  will  follow.  Motorola,  for  c 
pie,  predicts  that  by  2000,  as  many  ; 
million  U.  S.  workers  will  be  wal 
around  with  wireless  data  terminals, 
torola  estimates  the  market  for 
two-way  wireless  setups  should  In 
billion  then. 

Corporate  America  seems  ready, 
survey  of  3,500  top  executives  by 
loitte  &  Touche,  r 
than  907'  said  thej 
pected  wireless  coir 
nications  to  boost 
ductivitv  by  the 
1990s.  '  At'  softv 
maker  Microsoft  G 
Nathan  Myhrvold, 
president  for  advai 
technology  and  1 
ness  development, 

The  change 
won't  take  plo 
overnight,  "It 
takes  10  year: 
typically  befotj 
a  new  product 
really  takes  of| 

GEORGE  M.  C.  FIShI 

Motorola  chairman 
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I  nafket  for  wireless  data  devices 
the  mari<et  for  PCs — now  about 
uii  units  a  year. 

ii.iv  this  mass  market  materiaH7.es, 

\tT,  there  are  hurdles  to  clear — 
in  technology  and  marketing.  The 
iiiportant  technical  developments 
(111  the  shift  from  analog  to  digital 
if.  By  converting  the  human  voice 

Mj.uter  code,  at  least  10  times  as 
rails  can  be  sent  over  the  same 
■  f  radio  spectrum.  Right  off  the 

hal  should  relieve  service  problems 

;;h  cities  as  Los  Angeles,  where  too 
cellular  subscribers  are  often  try- 

j  get  onto  the  airwaves  at  once. 

rital  systems  are  already  operating 

rts  of  Europe,  where  a  continent- 
common  standard  has  been  adopt- 

ut  in  the  U.  S.,  a  dispute  over  two 

ised  technologies  has  delayed  the 
One,  called  time-division  multiple 

s  (TDMA),  is  ready  and  would  boost 

:ity  up  to  sixfold  by  slicing  cellular 
channels   into  split-second  time 
then  sending  digitized  calls  in  tiny 

s.  But  just  when  the  cellular  indus- 

iecided  on  TDMA, 

ler    system  ap- 

■d.  Called  code-divi- 
multiple  access 

V),  it  promises  to 

id  capacity  by  a 

r  of  10  by  breaking 
into  digital  "pack- 
then  assigning  a 

uter  code  to  each. 

packets  are  inter- 
led  with  packets 
other  calls  and  un- 

ibled  at  the  receiv- 

!nd.  But  until  the 

lology  dispute  is 

ed,  the  old-fash- 

1  analog  system 

be  the  only  nation- 

netv/ork. 

len  the  digital  net- 
s  are  in  place,  how- 
the  speed  and  reli- 
y  of  sending  data 
d  improve  dramati- 
Cellular  operators 
already  endorsed  a 
at  called  cellular 
i  al  packet  data 
))  to  improve  data 
nunications  over 
ing  analog  net- 
;s.  Based  on  an 
leveloped  technol- 
it  allows  data  to 
between  channels 
are  not  being  used 
oice  traffic. 

the  meantime, 
:rs  of  phones,  corn- 
's, and  consumer- 
ronics  products  are 
ling  on  designs  for 


the  gadgets  we'll  carry  around  in  the 
wireless  world.  The  most  talked-about 
has  been  Apple's  Newton.  This  calcula- 
tor-size device,  due  out  l)y  this  summer, 
will  combine  the  functions  of  a  pocket 
organizer,  such  as  a  calendar  and  a  to-do 
list,  with  communications  features  such 
as  the  ability  to  send  and  receive  faxes. 
Because  Newton  has  no  keyboard,  users 
will  write  on  its  screen  with  a  si)eci;d 
pen.  Software  will  "read"  the  writing 
and  act  on  instructions,  Apple  says. 
Newton  also  will  capture  handwritten 
notes  to  be  sent  as  faxes. 
ALL  IN  ONE.  The  gallons  of  ink  spilled 
over  Newton  have  raised  some  red  flags 
about  the  move  to  wireless.  "There's 
more  hype  than  there'll  be  revenue,  at 
least  in  the  next  few  years,"  cautions 
IBM  wireless  researcher  Satish  Gupta. 
Competitors  say  that  while  Newton 
points  to  the  possibilities  of  wireless,  Ap- 
ple may  have  created  unrealistic  expec- 
tations— for  itself  and  the  emerging  in- 
dustry. Not  only  has  Apple  yet  to  build  a 
Newton,  but  when  it  does,  the  first  ver- 
sion won't  have  most  of  the  wireless 


BUILDING  BLOCKS  FOR 
THE  WIRELESS  WORLD 


Some  of  the  technologies 
being  developed  for  a  new 
era  of  communications 


DIGITAL  CELLULAR  By  moving  from  today's  analog  system  to  nev^  digital 
technology,  cellular  phone-system  capacity  will  expand  dramatically,  and 
data  communications  via  cellular  v/ill  become  easier 
PERSONAL  COMMUNICATIONS  NETWORKS,  OR  PCNs  A  system  of 
cheap  pocket  phones  using  "microcell"  radio  transmission  that  eventually 
could  replace  v/ired  phones,  even  in  the  home 

SATELLITE  PHONES  These  systems,  such  as  Motorola's  proposed  Iridium 
service,  would  ring  the  earth  with  low-orbit  satellites  to  connect  calls  to 
any  point  on  the  globe 

CELLULAR  DIGITAL  PACKET  DATA  An  enhancement  planned  for  today's 
analog  cellular  phone  systems  to  allow  "packets"  of  data— electronic  mail, 
for  example-to  "hop"  between  temporarily  free  voice  channels 
PACKET  RADIO  These  systems,  such  as  Ardis  from  IBM  and  Motorola 
and  Ram  Mobile  Data  from  BellSouth  and  Ram         ,  (^i.  -tym 
Broadcasting,  allow  two-way,  data-only        ( 1 1  ^^J-uTr 
communications  to  handheld  devices  Jf*^  Uj^^ 
PERSONAL  COMMUNICATORS      ^Lg^ga^Km  ^^Cr 
The  first  models,  such  as 

WIRELESS  COMPUTER  ,  Jf 

NETWORKS  Z-J  I  - 

Linking  PCs  and  other        M^^j^     ^  y  -, 

computers  by  radio  wave  J  '^-^  . 

eliminates  miles  of  costly,  \\  s- 

confusing  cables  and 
makes  it  much  easier 
to  reconfigure  systems 


data-communication  capabilities  that  ('i:o 
John  Sculley  has  highlighted.  "I  think 
the  bar  has  been  set  too  high  by  the 
ScuUeys  of  the  world,"  says  James  C. 
Holjbs,  a  vice-president  at  BellSouth  Mo- 
bile Data.  Apjjle  executives  were  un- 
availal)le  for  comment. 

Even  if  you  can't  yet  stuff  all  the 
necessary  electronics  into  one  handheld 
unit  such  as  Newton,  "the  technology  is 
all  here,"  says  Martin  Levetin,  executive 
vice-president  at  Ram  Mobile  Data,  a 
service  similar  to  Ardis.  The  challenge, 
he  adds,  "is  assembling  the  pieces  and 
making  commercial  products  out  of  it." 

For  now,  the  solution  is  to  carry  two 
devices — one  computer  and  one  commu- 
nicator. That's  how  users  of  the  Ram 
system  operate.  They  carry  a  Hewlett- 
Packard  Co.  95LX  pocket-size  PC  at- 
tached to  a  radio  device  from  Ericsson- 
(.;e  Mobile  Communications.  The  $995 
package  allows  executives  to  send  and 
receive  short  text  messages  almost  any- 
where. Soon,  with  help  from  Intel  and 
other  chipmakers  that  are  shrinking  the 
communications  electronics,  it  will  be 
possible  to  do  this  with 
one  device,  such  as  a 
notebook  F'C  or  personal 
comnumicator. 

Titus  &  Sons,  a  medi- 
cal-supplies distributor 
in  City  of  Industry, 
Calif.,  is  trying  out  one 
of  the  first  personal 
communicators  in  pro- 
duction. Built  by  FA),  the 
notebook-size  machine 
stores  product  informa- 
tion and  can  send  or  re- 
ceive wireless  faxes.  It 
also  doubles  as  a  cellu- 
lar phone.  The  device 
"is  essentially  the  office 
we  don't  have  in  the 
field,"  says  Don  Dur- 
ben,  a  Titus  salesman. 

Investors  in  new 
wireless  networks  and 
hardware  figure  that 
millions  of  executives 
and  workers  will  even- 
tually want  such  mobil- 
ity. But  it  won't  hap])en 
overnight.  "It  takes  10 
years  typically  before  a 
new  product  really 
takes  off,"  says  Motoro- 
la's Fisher.  In  addition 
to  technical  issues, 
there  is  price.  The  EO 
personal  communicator 
with  the  cellular-com- 
munications option,  for 
instance,  costs  about 
$2,800.  Apple  says  New- 
ton will  be  priced  some- 
what under  $1,000.  Ex- 
perts   say    a  mass 
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market  won't  malerializi'  until  ^'adget 
prices  drop  below  $500. 

Even  then,  the  deniand  will  depend  a 
great  deal  on  the  types  of  wireless  ser- 
vices available.  Information  providers 
such  as  Mead  Corp.  say  they  want  to 
send  their  computerized  data,  such  as 
newspaper  and  ma^^azine  stories,  over 
the  airwaves.  But  none  has  yet  an- 
nounced a  concrete  plan.  In  the  process 
of  launchinjj;  wireless  services,  "there 
will  be  a  lot  of  players  who  will  lose 
money,"  predicts  Dennis  Patrick,  the 
former  Fee  chairman  who  heads  Time 
Warner  Inc.'s  wireless  efforts. 

Steep  costs,  high  risks,  and  the  need 
to  set  standards  are  already  pushing- 
wireless  pioneers  into  complex  alliances. 
"We're  partnering  with  some  of  our  fu- 
ture competitors  in  order  to  make  this 
world  happen,"  says'  AT&T's  Kavner, 
who  has  managed  the  phone  company's 
partnerships  with  Eo  and  General  Magic. 
Among  backers  of  either  or  both  are 
such  potential  AT&T  rivals  as  Matsushita, 
Motorola,  and  Sony. 

One  big  motivation  behind  such 
strange-bedfellows  relationships  is  the 
fear  of  getting  stuck  with  a  Betamax 
product  or  service  in  a  new  VHS  world. 
Without  cooperation,  it  "will  stunt  the 
growth  of  the  industry,"  says  Frank  T. 
Wapole,  chief  executive  of  Ardis.  Coo])- 
eration  may  also  be  critical  in  getting 
federal  regulators  to  dole  out  the  neederl 
airspace  for  wireless  services. 
BIG  BOYS'  GAME.  Even  as  they  team  uj), 
liowever,  llie  major  players  in  computers 
and  communications  are  jockeying  to  be- 
come the  big  wheels  in  the  wireless 
world,  too.  Motorola  is  perhaps  the  best 
positioned,  since  it's  among  the  largest 
makers  of  cellular-transmission  equip- 
ment, cellular  phones,  and  pagers.  It 
als(/  owns  pieces  of  wireless  networks  in 
the  n.  S.  and  abroad.  And  it's  working 
on  pei-sonal  communicators. 

Motorola  has  .\T&T  to  contend  with, 
though.  The  phone  giant  plans  to  market 
McCaw's  cellular  service  using  the  pow- 
erful AT& ;  brand.  And  .\T&T  has  bigger 
plans  than  AlcCaw.  "It's  not  just  cellular 
we're  interested  in,  it's  all  of  wireless," 
says  Victor  .\.  Pelson,  an  AT&T  group 
executive  who  lieads  its  communications 
services  business.  That's  why  the  compa- 
ny plans  to  test  i'<'N  systems  over  its  old 
microwave  long-distance  towers,  which 
have  been  little  used  since  the  move  to 
optical  fiber.  AT&T's  stated  goal  is  to  be 
the  leading  provider  of  "anytime,  any- 
where" communications. 

And  Apple  isn't  the  only  computer  gi- 
ant that  is  aiming  for  the  wireless  world. 
Although  wounded  by  its  recent  finan- 
cial troubles  and  executive-suite  turmoil, 
IBM  is  making  substantial  commitments 
to  wireless.  In  addition  to  its  half-inter- 


est  in  Ardis,  it  has  a  prototype  personal 
communicator  and  is  developing  wireless 
I'c  networks.  In  adchtion,  IBM  is  expected 
to  take  a  stake  in  In-Flight  Phone  Corp., 
the  Oak  Brook  Terrace  (111.)  developer  of 
a  digital  air-to-ground  phone  system 
founded  by  wireless  pioneer  John  D. 
Goeken. 

So  the  race  to  make  a  wireless  world 
has  begun.  The  biggest  players  in  the 


Two  years  ago,  the  Hungarian  vil- 
lage of  Uri,  25  miles  south  of  Bu- 
dapest, was  in  trouble.  Most  of 
its  2,700  residents  were  thrown  out  of 
work  when  the  truck-parts  factory 
went  bankrupt.  Their  best  hope:  Jozsef 
Nagy's  electrical-fixture  factory.  But 
the  town  had  only  one  phone — a  hand- 
cranked  model — so  Nagy  had  to  spend 
seven  days  a  week  driving  around  tak- 
ing orders.  After  paying  $2,300  for  a 
cellular  phone,  however,  orders  started 


coming  to  him.  Today,  he  runs  a  400- 
employee,  $2.5  million  business,  mostly 
from  his  red  Honda  Accord.  Back  in 
the  office,  he  has  four  more  mobile 
phones.  "Without  the  phones,"  Nagy 
says,  "we'd  all  be  dead  ducks." 

Mobile  phones  have  become  a  basic 
survival  tool  for  emerging  nations. 
From  Indonesia  to  Pakistan  to  the  for- 
mer Soviet  bloc,  cellular  is  quickly  cre- 
ating modern  phone  links.  Upgrading 
old  wired  systems  could  take  decades. 

This  summer,  after  four  years  and  a 
modest  $85  million  investment,  Hunga- 
ry's Westel  Radiotelefon  will  finish  its 
nationwide  network.  The  joint  venture 
of  state-owned  Hungarian  Telecom- 
munications Co.  (HTC)  and  U.  S.  West 
Inc.  has  signed  up  more  than  24,000 
subscribers.  For  one-third  of  them,  the 
mobile  phone  is  their  only  one. 

Nobody  expected  Westel  to  take  off 
so  quickly.  "This  was  unknown  territo- 
ry," says  General  Manager  Andras 


computer,  communications,  and  inf  :; 
tion  industries  anticipate  a  new  sta 
technology,  which,  as  the  micropror 
did  in  the  1980s,  will  create  vast 
markets  and  new  fortunes.  They  s* . 
pires  in  the  air. 

Bi/  Bart  Ziegler  in  New  York,  witli 
Lewyn  in  Washington,  Robert  D.  IL 
San  Francisco,  Lois  Therrien  in  Chi 
and  bureau  reports 


Sugar.  But  it  is  rapidly  becoming  j 
of  the  fabric  of  daily  life.  Near  I 
kolc,  in  northeastern  Hungary,  da 
men  use  Westel  phones  to  drum 
business  for  once-dying  farms.  In 
rural  district  of  Kunadacs,  Dr.  Kah 
Farkas  dispatches  ambulances  fi 
his  car  phone:  His  region  of  140  squ 
miles  has  only  30  wired  phones.  "W( 
saving  lives,"  he  says. 
GO-GO  ECONOMY.  Westel  has  been 
unexpected  boon  for  U.  S.  West,  wl 
owns  49%'  of  the  venture.  At  1,00' 
month,  customers  are  signing  up  tw 
as  fast  as  expected  and  are  talk 
more  than  6  hours  a  month,  or  th 
times  the  Western  average  for  celli 
callers.  In  1992,  Westel  more  than  d 
bled  its  revenue,  to  $60  million,  i 
broke  even  in  1991 — two  years  ah 
of  schedule.  Steven  E.  Andrews,  h 
of  U.  S.  West's  non-U.  S.  wireless  0{ 
ations,  figures  his  $10  million  inv( 
ment  could  return  '2W<  to  30%  pre 
over  10  years,  up  to  twice  what 
earns  at  home. 

Encouraged  by  results  in  Hungj 
Andrews  has  aggressively  pursi 
other  franchises.  U.  S.  West  now 
deals  in  the  Czech  and  Slovak  repub 
and  in  Moscow,  St.  Petersburg,  andj 
other  Russian  cities,  making  it  the  \ 
gest  cellular  player  in  Eastern  Euro 
New  opportunities  include  a  chance 
run  one  of  two  new  digital  cellular  nj 
in  Hungary.  U.  S.  West  is  also  likely 
be  a  bidder  when  the  government  s< 
off  about  W/'  of  HTC  next  year. 

For  ordinary  Hungarians,  who  e; 
$250  a  month, '$2,000  for  a  handset  J 
$1,000  in   hookup   fees   put  celluj 
phones  out  of  reach.  But  for  entrepl 
neurs  in  Hungary's  go-go  economy, 
price  is  too  high.  Like  Nagy,  thr 
quarters  of  subscribers  use  the  phoi 
to  run  businesses,  and  14%  say  tl 
would  go  bankrupt  without  them. 
were  hungry,"  he  says,  "for  somethi 
we  never  knew  we  were  missing." 
Bj/  Jonathan  B.  Levine  in  Budap 


FOR  EMERGING  COUNTRIES, 
CELLULAR  IS  NO  LUXURY 


HUNGARY:  LAMP  SALES  BY  MOBILE  PHONE 
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You  HAVE  YOUR  OWN  VIEW  OF  WHAT^S  IMPORTANT 


You  see  your  priorities  clearly.  Both  personal  and  financial. 

You  carry  the  Optima"^'  Card.  And  ctuint  on  unparalleled 
American  Express  service  to  he  there  tor  you. 

You  appreciate  the  individual  way  your  interest  rate, 
currently  a  low  14.25%  tor  purchases*  reflects  the 
responsihle  way  you  manage  your  account. 

And  you  like  the  way  you  can  attain  an  even  lower  rate, 
currently  12%  tor  purchases,*  simply  hy  charging  $1 ,000 
or  more  in  a  year  and  paying  your  hills  in  a  timely  manner. 

So,  when  you  want  the  option  to  extend  payment  with 
a  real  advantage,  you  choose  the  Optima  Card. 


You  KNOW  WHAT  YOU'RE  DOING:" 


ma  Cardmembers  in  good  sianding  receive  an  Annual  Perceniage  Rale  for  purchases  ihai's  currently  14  25%  |16  90%  lor  cash  advances)  Cardmembers  in  good  sianding  over  a  12-monih  review  period  with  at  least 
year  of  tenure  on  iheit  American  Express  and  Optima  Card  accounts  who  spent  at  least  $  1 .000  on  the  Optima  Card  during  the  review  period  gualify  for  an  API^  that's  cuirently  12  00%  lor  purchases  116  90% 
:ash  advances)  All  other  accounts  receive  a  competitive  APR  that's  currently  18  25%  for  purchases  118  90%  for  cash  advances)  All  rales  are  ad|usied  semiannually  based  on  the  Prime  Rale  as  listed  in  The  Wall 
et  Journal  The  annual  fee  for  the  Optima  Card  is  $15  ($25  for  non-Ameiican  Express*  Cardmembers)  For  mote  information  oi  to  apply  call  1 -800-0PTIMA-6  'c  1993  American  Express  Centurion  Bank 
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STRATEGIES  I 


A  SPORTSWEAR  HOUSE 
WITH  MAJOR-LEAGUE  DREAMS 


Starter's  goals:  An  IPO,  Euro-expansion,  and  pushing  its  own  logo 


"HAPPENING": 
START! R  MERCHANDISE 


avid  A.  Beckerman  lives  and 
breathes  spoils.  Growing  up  poor 
in  New  Haven,  he  spent  hours 
shooting  hoops  on  local  courts.  He  even 
played  for  the  Southern  Connecticut 
State  University  team.  And  now,  30 
years  after  he  scored  his  last  two-point- 
er for  the  Owls,  Beckerman  still  finds 
himself  devoting  his  enei'gies  to  sports. 

A  fanatic?  Hardly.  Beckerman,  50. 
owns  Starter  Corp.,  the  hottest  name 
in  the  S12  l)illion  team-licensed  sports- 
wear iiusiness.  The  New  Haven-based 
company  makes  everything  from  New 
York  Yankees  caps  to  Washington  Red- 
skins parkas  for  the  retail  market.  And 
Starter's  sales  are  soaring  Ichartl.  So 
are  profits:  At  their  current  sales  jiace 
earnings  could  rise  by  50%,  to  $35  mil- 
lion. "Their  stuff  is  happening,"  says 
Nancy  Hainsworth,  co-owner  of  two  Con- 
necticut spoi'ting-goods  stores. 
BOLD  MOVES.  To  keep  it  that  way,  Beck- 
erman jilans  a  l)old  expansion.  In  April, 
he  hopes  to  sell  30%  of  Starter  through 
an  initial  public  offering  led  by  Merrill 
Lynch  &  Co.  Starter  will  use  the  esti- 
mated $98  million  in  net  i^roceeds  to  ex- 
pand its  own  line  of  spoilswear.  Instead 
of  team  logos,  the  new  line  will  be  em- 


l)lazoned  with  Starter's  stylized  "S"  and 
star  logo.  The  company  also  hopes  to 
use  part  of  the  money  to  push  into  Eu- 
rope, where  U.  S.  sports  are  winning  a 
following,  thanks  to  exhibition  games 
and  expanded  television  coverage. 

Despite  its  ciuTent  popularity.  Starter 
is  hardly  an  overnight  success.  The  com- 
l)any  began  in  1974  l)y  providing  team 
uniforms  to  high  schools.  Then,  Becker- 
man, who  used  to  sell  golf  clothes,  ex- 
l)anded  by  acciuiring  nonexclusive  licens- 
es from  professional  sports  leagues  to 
reproduce  athletic  apparel.  Scores  of 
companies  hold  similar  rights  in  which 
they  pay  the  leagues  royalties  of  8%  to 
10%  on  their  sales.  By  1983,  Beckerman 
had  negotiated  deals  with  all  the 
professional  leagues,  from 
the  National  F'ootball 
League  to  Major 
League  Baseball. 

The    big  payoff 
came   in    the  late 
1980s.  Demand  for 
sportswear  soared 
with  the  proliferation  of 
expansion    teams  and 
greater  coverage  of  loca 
teams  on  cable  TV.  At  first. 
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shirts  and  caps,  with  professional  wn 
became  a  kind  of  uniform  for  streiv 
urban  youths.  Soon,  the  style  caut; 
in  affluent  suburbs,  often  to  the  ci 
of  parents  who  pay  for  their  chil- 
fashion  fixations.  "Kids  see  the 
Starter,  and  they  want  it,"  says  ^ 
Mattie  of  Hamden,  Conn.  Her  13-y( 
son,  Michael,  has  20  Starter  caps  ; 
angling  for  a  Charlotte  Hornets  j;i 
Beckerman  has  kept  ahead  of 
by  expanding  his  line  with  jacket 
parkas.  Starter  also  designed  hi 
quality  clothes.  For  example,  it  w: 
first  to  make  team  jackets  out  of 
instead  of  the  usual  cheap  nylon, 
customers  didn't  shy  away  fron 
heftier  price.  Starter's  top-of-tli' 
jackets  fetch  $200.  Competitors,  su 
Tampa-based  Nutmeg  Industrie^ 
are  also  moving  upscale.  , 
BIG  BET.  To  build  market  share,  BiP 
man  plans  to  launch  a  $10  million  i 
al  television  ad  campaign  this  spr: 
strong  consumer  identity  is  cm- 
Starter  hopes  to  succeed  with  the  i 
bi'anded  sportswear  that  is  set  for  1 
l)ut  later  this  year.  Taking  its  cue  k 
its  young  audience,  Starter's  spoi^ 
resemble  music  videos  and  will  foci 
the  life  stories  of  individual  athlett 
Beckerman's  European  push  ' 
biggest  gamble.  To  help  raise  its  i 
overseas,  Starter  has  signed  on  as  ;i 
ficial  sponsor  of  the  1996  Summer  ( 
pic  Games  in  Atlanta.  And  in  additic 
Iniilding  a  distribution  network  on 
Continent,  it  recently  obtained  sp- 
wear  licenses  from  two  well-known 
cer  teams,  .Inventus,  outside  Milan 
Britain's  Manchester  United. 

Beckerman's  expansion  plans  c 
come  without  risk.  The  registration 
ument  that  Starter  filed  with  the 
curities  &  Exchange  Commission  to 
IP(.)  acknowledges  that  further  gro 
could  strain  management's  capabili 
Even  after  the  IP(J,  Starter  will  be  sr 
Yet  it  will  have  to  go  head-to-head  ' 
more  established  and  better-capital 
sportswear  makers  such  as  Sara 
Corp.'s  Champion  Products  Inc.  IV 
worrisome,  say  some  analysts,  is 
chance  that  the  sportswear  fad  will  1 
Says  retailing  analyst  Edwar 
Johnson  of  Johnson  1 
book  Service:  "Some 
it  will  wear  out." 

Maybe  so.  But  ' 
loyal  fans  such  as 
chael  Mattie,  chai 
are  Starter's  wini 
streak  won't  snaj 
easily. 

Bi/  Tiui  Smart  in  j 
Haven,   with  Irene  Recii 
Miami 
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THE  CORPO 


How  well  can  your  800  service 
control  heavy  traffic? 


W  hen  too  many  customers  call  your  lousiness 
inultaneously.  they  can  turn  your  smoothly-flowing 
)0  traffic  into  giicllock.  Callers  can't  get  through, 
iid  rather  than  stay  on  hold  indefinitely  they  could 
loose  to  take  their  business  elsewhere. 
F'ortunately,  Sprint  has  devised  a  number  of  alter- 
Uc  routes  to  make  sure  you  get  every  call  in  the 
idst  of  busy  800  traffic.  For  instance,  our  800  Call 
i rector™  features  a  unique  gi^aphic  interface  that 
Is  you  redirect  your  800  traffic  with  point-and-click 
)n\  enlence.This  makes  it  easy  to  reroute  calls, 
i  n  as  your  call  center  is  reacting  to  its  own  version 
rush  hour 


Another  Sprint  solution  ill  lows  you  to  have  your 
incoming  calls  routed  automatically,  not  only  to  the 
nearest  call  center,  but  to  the  next  available  agent. 
The  result  is  maximized  productivity  cuid  mini- 
mized customer  discomiects. 

So  if  you're  in  an  800  jam,  give  us  a  call.  We'll  show 
you  how  Sprint's  800  solutions  can  drive  up  your 
sales  and  profitability.  And  reduce  the  time  your 
customers  spend  in  traffic. 

Foi'  the  perfect  800 
service,  giiai-aiiteed, 
foUoM  Sprint."  Call 
1-800-827-4800. 


Sprint 


800  Call  Director*'  available  4/93.  Call  for  details  of  guarantee.  New  800  customers  only.  &  1993  Sprint  Communications  Company  L.R 


e  Arts  Business 


EXHIBITIONS! 


THE  METROPOLITAN'S 
NATORI-OUS  DISPLAY 


A  lingerie  show  pushes  the  envelope  on  corporate-arts  alliances 


T'  I  America's  fashion-conscious  wom- 
en, Xatori  means  lingerie— high- 
style  and  elegant.  To  Josie  Xatori, 
the  label  means  much  more.  "Xatori  is 
lingei'ie-intluenced  clothing.  It's  at-home 
wear.  For  lounging.  But  also  for  enter- 
taining. It's  fashion  that  has  a  lot  of 
uses.  It's  dressing  that's  appropriate  for 
the  '90s.  But  we're  not  about  head-to-toe 
dressing.  It's  a  life  style."  she  says,  her 
words  rushing  out  with  passion  worthy 
of  the  boudoir.  "Women  want  to  be 
sexy."  she  finally  declares,  explaining 
whj'  she  designs  lacy  bodysuits,  embroi- 
dered camisoles,  silky  pants,  and  se- 
quined  l)ustiers  that  blur  the  boundaries 
between  innerweai-  and  outerwear,  day- 
and  e\  ening  wear. 

But  Xatori,  4.5,  who  wants  to  create 
the  first  fashion  house  to  spring  from 
the  lingerie  Inisiness,  struggles  to  sell 
her  1.5-year-old  vision.  "People  ask  me, 
"What  is  this  for?  WTiere  do  >ou  wear 
it?'  And  I  say,  "Do  whate\'er  you  want  to 
do  with  it,'"  she  says.  Retailers,  mean- 
while, pigeonhole  Xatori  in  lingerie  de- 
partments, and  many  buy  only  that  part 
of  her  line.  Despite  their  beauty,  Xa- 
tori's  apparel  items  contributed  just  14Vr 
of  the  label's  S33  million  in  1992  sales. 

Xow,  Xatori  has  lit  on  a  new  mar- 
keting gambit.  Beginning  Apr.  1,  she's 
sponsoi-ing  "Infra- Apparel."  a  costume 


show  at  Xew  York's 
Metropolitan  Museum 
of  Art  that  illustrates 
iier  vision  to  a  T.  Here, 
100,  she's  stretching 
traditional  boundaries— 
this  time,  in  the  mar- 
riage between  culture 
and  commerce.  Pur- 
ists—recalling such  past 
controversies  as  the 
Pialph  Lauren-spon- 
sored "Man  and  the 
Horse"  show  at  the  Met 
in  1984— will  no  doubt 
carp  again. 

But  with  money 
light,  "it  grows  ever 
more  obvious  that 
corporate  philanthropy 
in  the  '90s  is  a  whole 
lot  more  aggressively 
linked  to  marketing  goals  than  ever  be- 
fore," says  Luisa  Kreisberg,  president 
of  the  Kreisberg  Group,  which  advises 
corporations  and  institutions  on  spon- 
sorships. Pi'edicts  E.  Ronald  Gulp,  exec- 
utive director  of  corporate  relations  at 
Sara  Lee  Goi-p.,  a  big  aits  sponsor:  "The 
Met  will  be  criticized,  and  then  e\-eryone 
is  going  to  go  out  and  do  it." 
CULTURE  CLOUT.  For  its  part,  the  Met 
believes  the  match  with  Xatori  is  "a 
unique  situation,"  says  Richard  Martin, 
curator  of  its  Xew  Cos- 
tume In-stitute.  "Inspired 
by  what's  happening  in 
contemporary  fashion."  he 
began  organizing  the  ex- 
hibit last  December.  "Peo- 
ple are  shocked  l)y  the 
idea  that  lingerie  is  seen, 
but  it  has  a  200-year  his- 
tory," he  says.  X'eeding 
a  sponsor,  Martin  ap- 
proached Xatori. 

Xatori  had  never  spon- 
sored a  museum  show, 
but  she  jumped  at  the 
chance.  "This  was  fate. 
The  museum  is  gi\'ing  me 
a  stamp  of  approval,"  she 


says.  "It's  one  thing  when 
a  fashion  editor  says 
something,  and  it's  an- 
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STUDY  IN 
SILK: 
EVENINO 
WEAR  BY 
VALENTINO 


Other  when  the  Metropolitan  M; 
does."  She  quickly  agi-eed  to  the  - 
price  tag,  estimated  at  below  Sli" 
For  less  than  the  cost  of  staging  . 
way  fashion  show,  Xatori  links  up  ■ 
high-profile  exhibition  of  80  mamit 
dressed  in  designs  by  the  likes  of 
tino,  Balenciaga,  Fortuny,  and 
tier— as  well  as  four  of  her  owr. 
Met  predicts  that  250,000  visitor 
see  the  show  before  it  closes  on  Ai. 
MERRY  WIDOWS.  The  art  world  aih 
will  1)6  watching,  too— to  see  how 
ri  exploits  the  show.  Beyond  edui 
the  pubHc,  she  plans  to  use  it  t 
the  Xatori  message  across  to  re: 
stai'ting  at  a  party  for  the  fashior. 
on  Mai".  29,  the  first  night  of  Xew 
Fashion  Week.  To  train  sales  cler^ 
retail  executives  outside  Xew  Yor 
wants  to  make  a  video  of  the  sho\\ 
are  looking  at  how  to  share  thi^ 
the  stores  and  the  people.  And  wt 
share  it  with  licensees."  who  make 
ri  bras  and  panties,  for  example.  . 
eo  could  come  in  handj*  as  Xato: 
tures  overseas,  too:  This  sprin,. 
company  will  begin  opening  a 
stores  in  .Japan,  and  it's  testing  a 
in  Spain.  Saj's  Gtilp  of  the  video:  '  . 
what  makes  this  exciting  and  v, 
think  she's  on  to  something.  T 
where  the  museum  really  adds  \ ; 

For  Xatori,  the  show  couldn't  . 
come  at  a  better  time.  After  retrenci 
during  the  recession,  the  compar 
mounting  several  expansion  drives; 
biggest  being  a  "bridge"  line  of  mid! 
items  launched  last  fall.  It's  also  ur) 
ing  a  hne  of  costume  jewelry:  350  i 
plated,  bejeweled,  or  enameled  ite! 
merry  widows,  slippers,  tasslesH 
replicate  the  embroidered  and  applii 
look  of  Xatori's  apparel.  ( She  may  ji 
a  few  jewelry  samples  at  the  ex: 
tion.)  Xot  far  off  ai'e  moves  into  exd 
wear,  footw^ear.  handlj 
and  scarves.  ; 

Reaching  her  fortj 
of  a  22%  sales  increasi 
1993  will,  of  course,: 
pend  on  how-  well  i 
spreads  her  design  pi 
ophy.  But  Xatori,  a  n; 
of  the  Philippines  wh(i 
an  investment  banking, 
on  Wall  Street  in  ' 
with  dreams  of  buildi 
full-fledged  fashion  he 
says  she's  already  p;* 
satisfied:  "Xever  in 
wildest  dreams  did  1 1 
we'd  be  part  of  a  mus 
exhibit.  If  I  had  to  lea 
legacv,  I  have." 

By  Judith  H.  Dob 
ski  in  Xcir  York- 
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Small  Wonder 


Introducing  The  PCX,  The  World's  Smallest  Cellular  Flip  Phone. 


r'CX'"  has  features  to  satisfy  virtually  every 
jnal  communications  need,  including  a  smart 
jger  with  a  voice  chip  that  answers  and  even 
Is  you  screen  your  calls.  Plus,  the  PCX  has 


speed  dialing,  customized  roaming  access, 
and  an  optional  alkaline  battery  pack. 
With  all  this  and  more,  the  PCX  is  just 
what  you  need.  Small  wonder. 


8    0  0 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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REFORM  I 


WILL  THE  CLINTONS  TAKE 
A  SCALPEL  TO  LEGAL  FEES? 


They're  studying  several  plans  to  curb  medical-malpractice  costs 


an  Quayle  lives. 

That's  one  of  the  sui-prising  mes- 
sages Hillary  Rodham  Clinton  is 
expected  to  deliver  when  she  issues  her 
blueprint  for  health-care  refonn  in  earl}- 
May.  A  key  part  of  the  plan  is  likely  to 
be  the  kind  of  legal  reform  the  former 
Vice-President  pushed  in  his  frequent 
lawyer-bashing  speeches:  curbing  medi- 
cal-malpractice suits.  WoiTied  that  the 
suits  are  drixing  up  medical  costs,  the 
First  Lad\-"s  task  force  could  recommend 
replacing  malpractice  litigation  with  ar- 
bitration and  shifting  legal  liability  from 
individual  doctors  to  groups  of  health- 
care providers.  "If  we're  moving  to  a 
brave  new  world,  we  ought  to  take  this 
on,"  says  Randall  R.  Bovbjerg,  senior 
research  associate  at  the  Urban 
Institute  in  Washington,  D.  C, 
who  is  advising  the  Clinton 
health-care  task  force. 

How  much  of  a  dent 
these  changes  actually  will 
make  in  the  country's 
S800  billion  medical  bill 
is  open  to  debate.  But 
that  won't  stop  medi-  j 
cal-malpractice     re-  ^  i 

forms  from  being  in- 
cluded in  the  package. 
The  reason  is  that  politics 
will  play  as  big  a  role  as  eco- 
nomics in  the  overhaul.  Changes  in 
the  legal  rules  would  shore  up  sup- 
port for  the  plan  among  conservatives 
who  might  oppose  other  parts  of  a 
scheme  that  would  increase  govern- 
ment control  over  the  nation's  health- 
care system.  It  also  is  a  caiTot  for 
doctors,  scores  of  whom  spent  the 
week  of  Mar,  22  lobb\-ing  lawmakers 
for  their  version  of  health-care  re- 
form. "This  is  a  pawn  to  placate 
doctors  and  attract  Republicans," 
observes  Daniel  F,  Creasey,  pres- 
ident of  Harvard  Medical  Insti- 
tutions' Risk  Management  Foun 
dation,  who  is  also  advising  the 
task  force. 

Whatever  the  motivaiim.  a 
consenstis  is  growing  for  re- 
forming a  medical-malprac- 
tice system  that  now  en- 
courages litigation.  In  fact,  t 


many  options  on  the  task  force's  table 
are  now  being  tried  piecemeal  by  hospi- 
tals and  doctors  around  the  country.  But 
federal  rules  would  expand  such  efforts 
nationwide  and  speed  up  changes.  "Fed- 
eral legislation  can  encourage  experi- 
ment and  reform,"  says  Clark  C.  Havi- 
ghtirst,  a  Dtike  University  law  professor. 
The  options  span  the  political  spec- 
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SOME  PRESCRIPTIONS 
FOR  REFORM 


ARBITRATION  Doctors,  hosp '-IS  and  lawyers  agree 
thot  taking  disputes  to  an  aroitration  panel  would  cut 
down  on  the  expense  and  aggravation  of  court  battles. 

GETTING  RID  OF  LAWSUITS  Guarantee  all  injured  patients 
compensation  from  a  state-run  insurance  pool.  Tfie  plan  would 
bar  lawsuits  but  could  prove  costly  if  more  patients  step  forward 


66  BUSINESS  WEEK/ APRiL  5,  1993 


SUING  HOSPITALS  As  more  doctors  work  for  hospitals  and  HMOs 
and  follow  their  rules,  experts  say  it  makes  sense  to  require 
patients  to  sue  those  institutions  rather  than  the  physicians. 

DATA' BUSINESS  WEB( 


tiiim  I  table  I,  For  instance,  the  Am 
Medical  Assn,,  other  health  org 
tions,  and  conservatives  back  a  r 
wide  expansion  of  a  1975  Californi 
It  caps  punitive  damages  for  m 
malpractice  at  82.50,000  and  cuts  la 
contingency  fees  as  awards  inci 
Malpractice-insurance  rates  for  ob 
cians  and  gynecologists  in  Calif 
once  the  nation's  highest,  fell  t< 
third  less  than  the  national  aver; 
1989,  But  a  ceiling  on  damages  w 
bitterly  opposed  by  consumer  adv 
and  trial  lawyers,  a  group  that  con 
ed  heavily  to  Clinton's  Presidentia 
paign.  Says  Philadelphia  malpracti 
torney    David    S.    Shrager,  f( 
presiclent  of  the  Association  of 
Lawyers  of  America:  "Those  most 
vously  injured  are  most  shortchac 
'DEEP  POCKETS.'  The  solution  prei 
by  liberal  academics— a  system  simi 
workers'  compensation— may  fare 
ter.  Under  such  a  scheme,  everyom 
is  injured  gets  some  money  from 
payer-supported  federal  fund,  r 
less  of  whether  anyone  was  at 
The  system  has  the  advantage  of 
out  lawyers.  But  a  recent  Harvai'd 
ical  School  study  based  on  1984  mi 
records  at  New  York  hos 
shows  that  no  more  than  1^ 
injuries  caused  by  negli 
currently  result  in  claim: 
that  figure  would  likely, 
if  patients  could  avoid  aj 
legal  hassles  and  exi| 
of  hiring  lawyers  anij 
dvu-ing  tedious  courtj 
procedures  to  ret| 
;  damages.  The  poUj 

costs  could  be  stajj 
ing.  "It  will  banl< 
the  system,"  says  attc 
Shrager. 
That's  why  the  task  force  is' 
ly  to  settle  on  less  radical  proposals 
both  lawyers  and  doctors  endorse 
eluding  arbitration  and  allowing  doi 
to  use  adherence  to  standard  mq 
guidelines  as  a  defense  against 
attacks.  Arbitration  and  other  'c 
natives  to  litigation,  favored  by 
the  AMA  and  Quayle,  can  be  che 
and  far  quicker  than  lawsuits 
award  decided  by  an  indepen 
ai'bitration  panel,  for  instance,  a" 
courtroom  procedures  that  car 
down  lawsuits  for  years,  alth< 
lawyers  still  could  be  involve 
the  process.  Kaiser  Perman 
of  Oakland.  Calif,,  has  reqi 
patients  to  use  arbitratio 
California,  Colorado,  Ha^ 
Massachusetts,  and  the  Pi 
Northwest,  "It  results  in 
and  tear  for  all 
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COMPLETE 
i386SX 
33MHz  SYSTEM 


I  :  tBkthetati  i  i  i  1,11 


$999, 


NO,  IT'S  NOT 


SAVE  $200 

DELL  PERFORMANCE  SERIES  333s/L 
LEASE  $37/MO 
'itrary  to  many  systems  you  see  advertised  for 
ler  $1,000,  ours  comes  complete  with  a  VGA 
•  oior  monitor  |14','  640  x  480,  .31mm).  Plus  an 
80MB  hard  drive.  Plus  2MB  RAM.  Plus  one  diskette 
drive  Plus  MS-DOS,'  Microsoft'  Windows  3.1,  and 
Q  mouse.  Plus  3  ISA  expansion  slots  Plus  256KB 
Video  RAM.  Quite  a  few  pluses,  wouldn't  you  say? 


CALL  AND  ORDER  TODAY,  OFFER  EXPIRES  4/30/93. 


There's  no  mistake  ahtiut  it.  For  a 
united  time  you  can  ^ct  the  fastest 

V'lr  386SX  made  for  under  $1,000. 

riiat's  a  savings  of  up  to  $200.) 
And  It  comes  fully  configured  with 
I  \'GA  color  monit(.)r. 


(SORRY  COMPAQ4 

What's  more,  you  get  guaranteed  on- 
site  service^  and  technical  support 
24  hours  a  day,  7  days  a  week-with 
guaranteed  telephone  response  in 
under  ti\'e  mmutes.*  All  ot  which 
shoLildn't  suq-irise  you  since  we  were  the 
winner  ot  the  Dataquest"  Customer 
Satisfaction  Survey,  helping  us  hecome 
the  ^3  indi_istry-standard  PC  company 
in  the  world. 

Speaking  of  fast,  take  advantage 
of  our  quick  shipment  program. 
That  way  you  can  receive  your  new 


system  within  three  days  of 
ordering  it. 

So  call  and  order  today.  Otter 
expires  4/30/93.  Which  is  one 
thing  in  this  ad  Compaq  will  he 
happy  to  hear. 

800'545'3604 

WHEN  CALLING,  PLEASE  REFERENCE  #11718 
HOURS  7AM-9PMCTMON-FRI, 
8AM-4PM  CT  SAT,  10AM-3PM  CT  SUN 


'QuaTuntee^  avaiiahU'  in  VSA  only  for  rcfiisteTCLl  imntis  it/  Dell  fV-iffinnumc  Scries  sysU-ms  piirc Kust'tJ  after  7/1/92.  f  or  u  umipiete  *.i>l*y,  pleiv^e  call  iiur 
TechFax-''  line  at  1-800-950-1329  or  write  Dell  VSA  L.P.,  9505  Arboretum  Blvd.,  Austin  TX  78759-7299.  Attention  Quarantccs.  Lcasni^  <injrit;cJ  H 
Lt'UMTig  iirtiup.  Inc  X^n-sftt.'  st-ri'iLC  Imn'ulcd  hy  /JantTcc  Scri'ice  CAtrinrraiitm  On-ute  scrvue  may  nut  he  anulahle  m  cerium  remutt'  Incatums  The  Intel  /nsult'  ii>iio  u 
ici[Mcrcd  irademark  nf  Intel  Onpnaiion  K\S-!X  )S  and  Mtcro^ufi  are  rcfu^ieied  nadcmarks  uj  M(lT(».m(/[  (."or/xjrdtirm,  FORTUNE  500  is  a  re!>isieTed  trademark  of  The 
Time  liK  K]ai>a7tne  Cuin/niin'  I  K-ll  JimIjmtin  inoinieun-y  muncsi  in  ihc  mark\  tin  J  names  uf  t)iher\  '0199}  JX'll  Comlniter  Curfntratum  AH  rifihis  reserved 


ties,"  says  Donald  W.  Parsons,  Kaiser's 
government  affairs  representative  in 
Washington,  D.C. 

Another  expected  initiative  would  shift 
legal  liability  from  individual  doctors  to 
networks  of  health-care  providers.  This 
change  seems  inevitable  as  the  health  in- 
dustry moves  to  a  managed-care  model, 
in  which  doctors  no  longer  work  for 
themselves  but  for  large  organizations 
that  increasingly  control  how  they  prac- 
tice medicine.  Holding  the  groups  re- 
sponsible gives  them  a  greater  incen- 
tive to  monitor  the  quality  of  care. 
Courts  already  are  holding  health  main- 
tenance organizations,  rather  than  the 
individual  physicians  who  work  for  them, 
responsible  for  malpractice  claims. 
"We're  not  crazy  about  it,"  says  Erling 
Hansen,  general  counsel  of  the  Group 
Health  Assn.  But  "courts  have  always 
looked  for  the  deep  i)ockets." 
CLINICAL  GUIDELINES.  Some  hospital 
groups  already  are  voluntarily  taking 
on  the  new  legal  responsibilities.  The 
Federation  of  Jewish  Philanthropies  of 
New  York,  which  insures  five  of  the 
New  York  metropolitan  area's  largest 
teaching  hospitals,  has  put  affiliated  phy- 
sicians on  the  hospitals'  malpractice-insu- 
rance policies  since  1982.  It  assigns  one 
lawyer  for  both  the  doctors  and  the  hos- 
pitals when  they  are  sued  in  the  same 
case.  In  general,  joint  defenses— used 
except  where  there  is  a  conflict  of  inter- 
est between  parties— can  slash  lawyer 
fees  by  20%  to  30%,  says  Kenneth  S. 
Abraham,  a  law  professor  at  the  Univer- 
sity of  Virginia. 

The  medical  profession,  meantime,  is 
taking  steps  to  insulate  doctors  from  li- 
ability simply  by  improving  medical 
practices.  In  the  past  decade,  physicians 
increasingly  have  used  clinical  guidelines 
that  specify  accepted  treatments  for  i^ar- 
ticular  maladies.  Maine,  Vermont,  Flori- 
da, and  Minnesota  now  have  laws  that 
allow  health-care  providers  who  follow 
the  guidelines  to  use  their  compliance  as 
a  defense  in  malpractice  suits.  Starting 
last  year,  some  80%  of  Maine's  doctors 
signed  on  to  a  program  giving  them  le- 
gal protection  if  they  follow  state  guide- 
lines in  ol)Stetrics,  anesthesiology,  emer- 
gency medicine,  and  radiology. 

But  development  of  such  guidelines 
is  still  in  its  infancy.  Doctors'  gi'oups, 
which  have  had  a  hard  time  agreeing 
on  standards,  have  develojied  guidelines 
for  only  a  few  of  the  thousands  of  proce- 
dures. Improving  the  overall  (|uality  of 
health  care— along  with  reducing  the 
need  to  sue— clearly  would  be  the  ideal 
way  to  attack  the  medical-malpractice 
problem.  But  that  could  take  some  time. 
For  now,  some  old  cures  for  the  ills  of 
medical  malpractice  may  get  a  new 
burst  of  support  from  the  Clinton  Ad- 
ministration. 

By  Catherine  Yang  in  Washington 
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SOCIAL  SECURITY  I 


FROM  NEW  DEAL 
TO  RAW  DEAL 


Fewer  people  will  get  their  money's  worth  from  Social  Securi' 


or  more  than  50  years.  Social  Se- 
■urity  has  been  the  best  invest- 
ment U.  S.  workers  could  make. 
Millions  of  Americans  have  got  back  far 
more  in  benefits  than  they  paid  in  Social 
Security  taxes.  No  wonder  Social  Se- 
curity became  the  most  popular  of  gov- 
ernment programs. 

But  that  era  has  come  to  an  end.  For 
the  first  time,  some  Americans  who  are 
retiring  will  be  getting  less  in  benefits 
than  the  accumulated  value  of  what  they 
and  their  employers  paid  in  taxes.  And 
it's  only  going  to  get  worse.  While 
everyone  knows  that  the  progi'am  trans- 
fers money  fi'om  young  to  old,  few  real- 
ize that  its  i)iggest  impact  these  days  is 
to  redistribute  income  from  rich  and 
middle-class  retirees  to  poor  ones. 

That's  the  dirty  little  secret  of  Social 
Security:  While  low-income  workers  are 
still  doing  well  from  the  {irogram,  for 
many  workers  today  with  high  or  even 
average  incomes,  it's  almost  guaranteed 
to  be  a  bad  deal  (chart).  If  you're  a  48- 
year-old  earning  an  average  salary 
(about  $23,000  today),  you  can  expect 
to  get  back  only  82%  of  the  Social  Secur- 
ity taxes  paid  by  you  and  your  employ- 
ers, including  the  interest  the  taxes 
could  have  earned.  If  you  make  more 
than  the  maximum  amount  of  income 
taxable    l)y    Social    Security  (about 


$57,000),  you  will  get  back  only  :i 
gre  61%. 

These  poor  returns  are  de;  r; 
even  further  by  the  income  taxes 
well-off  retirees  now  pay  on  their 
Security  benefits,  which  will  be 
under  President  Clinton's  econonii 
(table).  "People  are  going  to  ha\'c 
and  more  trouble  getting  their  hk 
worth  out  of  the  system,"  says 
D.  Schobel,  a  vice-president  ai 
York  Life  Insurance  Co.  and  stall 
ary  on  the  1983  Greenspan  Social 
rity  Commission. 

TWICE  AS  BIG.  In  recent  hearings  1 
the  Senate  Finance  Committee,  tl 
cial  Security  Administration  (SSA 
puted  calculations  that  show  hov 
an  investment  Social  Security  hi 
come,  since  those  figures  include 
the  employee  and  employer  sha 
payroll  taxes  when  toting  up  the 
of  the  program.  The  ssA  argued 
only  the  share  of  taxes  paid  direcl 
workers  should  be  counted,  which  ' 
make  the  return  to  Social  Security 
twice  as  l)ig.  But  almost  all  econo 
agree  that  businesses  eventually 
the  cost  of  their  share  of  Social  Sei 
onto  their  workers  in  the  form  of  . 
wages.  Since  the  worker  ends  up  p 
the  employer's  share  as  well,  ecu 
both  is  the  right  thing  to  do. 
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\  there's  a  pervasive  feai-  that 
M'curity  is  a  bad  investment.  A 
-iirvey  done  by  the  Employee 
It  ilesearch  Institute  showed  that 
it  working  Americans  expect  to 
nri'  into  Social  Security  than  they 
'  iiut.  And  as  Social  Security  be- 

ss  worthwhile  for  high-income 
'•rage  taxpayers,  their  support 
■  ;irogi"am  will  weaken,  and  it  will 
iiicr  to  preserve  Social  Security 
ii  drastic  changes.  "People  don't 
i  tiiey're  going  to  get  Social  Secm*- 
lys  Theda  R.  Skocpol,  a  sociologist 
rvard  University,  "and  that's  an 
lous  political  vulnerability." 
il  fairly  I'ecently,  almost  every  So- 
ecurity  recipient, 
IV  poor,  did  very 
\n  individual  who 
1  in  1985  with  av- 
earnings,  for  ex- 
,  could  expect  to 
ick  166%  of  what 
md  their  employ- 
tt  in. 

all  this  has 
3d.  In  1983,  faced 
m  enormous  crisis 
•ial  Security  fund- 
commission  head- 
Alan  Greenspan, 
chairman  of  the 
il  Reserve  Board, 
ed  the  system  to 
on  a  sounder  fi- 
1  footing.  For  one, 
'tirement  age  was 
,  starting  in  the 
;000.  By  2022,  the 
tl  retirement  age 
e  67  vs.,  the  cur- 
5.  The  payroll  tax 
)r  Old  Age,  Survi- 
&  Disability  Insu- 
was  increased  to 


12.4%,  up  Irdiu  lO.K/,  in  Y.m.  And 
!or  the  first  time,  many  well-off 
i  ccipients  were  subject  to  income 
lax  on  uj)  to  half  of  their  Social 
Security  benefits. 

The  Greenspan  commission  did 
keep,  however,  the  old  formula 
for  calculating  benefits,  which  fa- 
x'ored  low-income  retirees.  For 
I  hem.  Social  Security  benefits  re- 
place about  65%)  of  the  aftertax 
earnings  they  had  while  working. 
But  for  high-income  individuals, 
lienefits  replace  only  a  quarter  of 
their  aftertax  working  income. 

Now,  Clinton  is  proposing  to 
tax  up  to  85%  of  the  Social  Secur- 
ity benefits  of  high-income  retir- 
ees, up  from  the  current  50%. 
Surprisingly,  there  has  been  lit- 
tle opposition  so  far  from  most 
senior-citizen  groups,  which  are 
much  more  focused  on  the  coming 
health-care-policy  debate.  "We  have  an 
enormous  stake  in  health-care  reform," 
says  John  C.  Bother,  legislative  director 
for  the  American  Association  of  Retired 
Persons.  "We  don't  want  to  win  the  bat- 
tle and  lose  the  war."  Moreover,  most  of 
the  tax  increase  will  be  paid  by  the  top 
20%  of  the  elderly,  according  to  an  anal- 
ysis by  Families  USA,  a  Washington- 
based  consumer  organization. 

But  that  lack  of  opposition  may  not 
last  long.  For  one  thing,  private  pen- 
sions have  been  getting  less  generous. 
And  falling  interest  rates  mean  that 
even  well-off  retirees  are  going  to  need 
Social  Security  as  a  key  source  of  in- 
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...AND  CLINTON'S  PLAN 
WILL  MAKE  IT  WORSE 

Under  current  law,  up  to  50%  of 
Social  Security  benefits  are 
taxable  for  people  with  income 
and  benefits  over  $25,000  for 
individuals  and  $32,000  for 
couples.  Under  Clinton's  plan,  up 
to  85%  of  Social  Security  benefits 
would  be  taxable.  Here's  wtiat 
ttie  change  could  mean  for  a 
typical  high-income  individual 
retiring  at  age  65  today: 


RATIO  OF  BENEFITS  RECEIVED  TO  TAXES  PAID 


IF  SOCIAL  SECURITY  BENEFITS 
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come.  In  1990.  elderly  couples  wit.h  high 
income  got  .'36%  of  their  income  from 
interest  and  dividends  vs.  only  25%  from 
Social  Security.  But  since  then,  interest 
earned  by  households  has  plummeted, 
and  Social  Security  is  now  proijably  the 
biggest  single  incoine  source  for  many 
well-off  elderly. 

YOUTH  BURDEN.  What's  more,  when  baby 
boomers  begin  retiring  in  twenty  years 
or  so,  they  are  going  to  find  their  retire- 
ment benefits  squeezed  even  further. 
Much  of  the  taxes  they're  paying  today, 
while  earmarked  for  the  Social  Security 
trust  funds,  are  being  used  for  current 
government  expenses.  The  trust  funds 
are  in  surplus,  but  what  they  actually 
contain  are  a  pile  of  lOUs,  which  will 
eventually  have  to  be  redeemed— either 
by  boiTOwing  or  by  boosting  income  tax- 
es on  the  young,  who  may  not  be  willing 
or  able  to  pay.  The  retireinent  age  inay 
have  to  be  raised  again,  perhaps  to  69 
or  70,  and  cost-of-living  increases  limited. 
"Full  inflation  protection  will  t)ecome  a 
thing  of  the  past,"  says  Schobel. 

No  matter  how  unattractive  this  pic- 
ture seems,  there  are  good  reasons  for 
even  well-off  Americans  to  support  So- 
cial Security.  The  program  offers  bene- 
fits that  private  plans  cannot  match. 
Someone  with  a  long  work  history  is 
protected  against  jol)  loss,  since  a  couple 
of  years  of  unemployment  oi'  low  wages 
will  have  little  or  no  effect  on  the  Social 
Security  i)enefits.  That  may  become 
very  important  to  the  current  wave  of 
laid-off  managers.  And  just  valuing  So- 
cial Security  t)y  its  monetary  benefits 
may  miss  the  point  of 
the  most  successful  so- 
cial program  the  U.  S. 
has  ever  ado{)ted.  "This 
is  one  of  the  few  em- 
l)odiments  of  civic  com- 
mitment we  have  in 
this  country,"  says 
Skocpol. 

But  all  these  virtues 
won't  save  Social  Se- 
curity if  too  many 
Americans  see  it  as  a 
program  that  doesn't 
help  them.  In  the  short 
run,  raising  taxes  on 
Social  Security  for 
high-income  retirees, 
while  protecting  those 
with  low  incomes,  may 
make  sense  as  a  way 
to  cut  the  federal  bud- 
get deficit.  But  in  the 
long  run,  it  sets  Social 
Security  down  the  slip- 
pery slope  to  becoming 
just  a  welfare  program. 

By  Michael  J.  Man- 
del  iu  New  York 
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THE  CRYING  GAME 
OVER  PENSIONS 


The  insurance  fund's  big  problem?  Handwringing  pols  in  Congress 


c 


1  it  the  Pension  Panic  of  '93. 
In  recent  months,  a  steady 
Idrumbeat  of  congressional  hear- 
ings and  CUnton  Administration  declara- 
tions has  raised  the  specter  of  a  federal- 
ly guaranteed  private  pension  system  on 
the  verge  of  financial  crisis.  Politicians 
have  grabbed  headlines  by  proclaiming 
that  the  federal  insurance  fund  managed 
by  the  Pension  Benefit  Guaranty  Corp. 
is  $2.7  billion  in  the  red  and  that  the 
private  pension  plans  the  PB(;("  insures 
are  underfunded  to  the  tune  of  $51  bil- 
lion. Some  experts  even  suggest  it's  an- 
other thrift  crisis  in  the  making. 

The  alarmist  rhetoric  is  fomenting  a 
predictable  response.  Representative 
J.J.  Pickle  (D-Tex.),  an  influential  mem- 
ber of  the  House  Ways  &  Means  Com- 
mittee, has  introduced  legislation  to 
shore  up  the  PBGC.  And  on  Mar.  22, 
when  Labor  Secretary  Robert  B.  Reich 


appointed  former  Internal  Revenue  Ser- 
vice official  Martin  Slate  as  PBGC  execu- 
tive director,  Reich  called  "pension  pro- 
tection" a  top  Administration  priority. 

Yet  a  close  look  at  the  numbers  sug- 
gests that  while  there  is  room  for  con- 
cern, there  is  simply  no  crisis.  The  "de- 
fined benefit"  pension  plans,  in  which 
employers  put  aside  money  that's  paid  to 
retirees  monthly,  are 
actually  getting  stron- 
ger. About  $1.3  trillion 
in  assets  back  $900  bil- 
lion in  liabilities  for  the 
41  million  workers  and 
retirees  protected  by 
the  PB(;c.  Some  85'';  of 
the  67,000  plans  insured 
are  now  fully  funded, 
up  from  45';  in  1981. 
And  the  PBGC  itself  has 
enjoyed  a  positive  cash 
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PBGC  PILES  UP  CASH 
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flow  for  years  (chart),  and  that's  o 
ed  to  continue.  "It's  not  the  su 
black  hole  that  the  s&Ls  became,"  - 
Kathleen  Utgoff,  a  former  agency  ' 
So  why  are  so  many  prominent  p 
raising  such  a  fuss?  There  are  sr 
reasons:  serious  problems  in  a  ft 
dustries,  the  arcane  conventions  of 
sion  accounting,  and,  of  course,  p" 
MEDIA  BAIT.  The  brouhaha  is  a  carr; 
from  the  Bush  years.  James  B.  Loci 
III,  Bush's  PBGC  chief,  wanted  to  ti 
into  a  private  insurer.  That,  he  ar; 
was  the  only  way  to  eliminate  the  i' 
increasing  deficits.  Lockhart  found 
on  Capitol  Hill.  "Creating  a  crisis  .- 
tion  has  been  a  shrewd  way  to  foci' 
this  agenda,"  says  Dallas  L.  Salis 
president  of  the  Employee  Benefil 
search  Institute,  which  is  finance 
employei-s. 
To  be  sure,  the  PBGC  does  have 
problems.  In  1991 
1992,  the  agency's 
per  "deficit" — the 
tent  to  which  its  1 
ities  exceeded  its 
billion  in  assets — i 
than   doubled,  to 
billion,  when  it 
over  the  failed  plai 
Pan  American  W 
Airways  Inc.  and  1 
ern  Air  Lines  Inc. 
year,   the  deficit 


d  by  7%,  to  $2.7  billion.  But  most 
afjency's  woe.s  come  from  the  air- 
ito,  steel,  and  tire  industries.  One- 
Df  the  underfunding  belongs  to 
)mpanies:  Bethlehem  Steel,  Gener- 
ors,  Chrysler,  and  l.TV. 
the  PBGC  to  crumble,  however, 
require  an  extraordinary  set  of 
jvelopments  that,  given  the  cur- 
jonomic  upturn,  seem  highly  un- 
"If  you  fear  for  the  future  of 

,  il  Motors  or  Chrysler,  then  you 
fear  for  unfunded  pensions," 
)onald  C.  Snyder,  an  executive 
le  General  Accounting  Office, 
just  such  extreme  assumptions 
le  worrywarts  use  to  make  their 
'or  instance,  when  they  calculate 
3C's  deficit,  they  assume  that  all 
pension  money  owed  to  retirees  in 

'  he  PBGC  has  taken  over  has  to  be 
(mediately  in  a  lump  sum.  In  fact, 
1  payments  would  be  paid  month- 
as  long  as  40  years, 
hart  and  his  supporters  point  to 
;es  of  huge  future  liabilities:  per- 
40  billion  in  claims,  according  to 
■fice  of  Management  &  Budget. 
4B,  though,  relies  on  a  dubious 
that  assumes  a  company  is  bank- 

ihenever  liabilities  exceed  assets, 
such  dramatic  numbers,  it's  easy 

1  /  comparisons  with  the  thrift  res- 
it the  savings  and  loan  disaster 
3d  from  bad  real  estate  deals  and 
'raud.  Pension  funds,  in  contrast, 

ir  more  conservatively  invested, 

•  v  plan  failures  have  been  attribut- 

iraud. 

■r  amount  of  the  debate  over  num- 
items  from  very  real  questions 
ithe  PBGC's  ability  to  figure  out 
l  it  stands  financially.  The  GAO  has 
ined  for  years  that  the  PBGC's  rec- 
ping  is  so  unreliable  that  the  GAO 
)mplete  an  audit.  While  the  PBGC 
ide  strides  in  updating  systems, 
y  can  effectively  monitor  PBGC's 
i\  condition  without  reliable  finan- 
tements,"  according  to  Joseph  F. 
,  another  GAO  official. 
:.^ATS.  Clearly,  some  reforms  at 
;c  are  in  order.  Often,  companies 
'fives  exacerbate  the  situation, 
■losing  corporations  sometimes 
3  their  employees  generous  bene- 
lieu  of  wage  hikes  or  simply 
on  pension  contributions  figuring 
•3t  that  other  employers — via  the 
ultimately  will  have  to  pick  up 
.  Pickle's  legislation  would  tight- 
imum  funding  requirements  and 
;  companies  from  increasing  bene- 
iless  their  plans  are  at  least  90% 

last  resort,  some  advocate  rais- 
imiums.  But  that  could  undermine 
tem.  Since  the  PBGC  was  launched 
,  average  annual  premiums  per 
have  increased  from  $1  to  $19. 


Still,  the  top  annual  payout  is  $::!!),()()0 
per  retiree,  even  for  those  who  would 
have  qualified  for  higher  benefits  had 
the  plan  remained  solvent.  Further  pre- 
mium hikes  could  accelerate  the  rate  at 
which  healthy  employers  cancel  defined- 
benefit  plans  in  favor  of  defined-contri- 
bution  plans  such  as  401(k)s,  which  are 
largely  funded  from  employee  pay- 
checks. The  PB(;c  would  then  end  up  cov- 
ering mainly  weak  employers  and  thus 
imperil  its  ability  to  provide  a  safety  net. 


It  brought  households  across  America 
news  of  births  and  deaths,  triumphs 
and  tragedies.  Now,  Western  Union 
is  at  the  center  of  its  own  drama.  With 
its  once  great  telegram  business  deci- 
mated by  new  technology  and  a  balance 
sheet  groaning  with  debt.  Western 
Union  is  headed  for  bankruptcy  court. 
But  the  142-year-old  company  is  a  long 
way  from  the  corporate  garbage  dump. 
At  a  court  hearing  scheduled  for  Apr.  2, 
Western  Union,  renamed  New  Valley 
Corp.  in  1991,  hopes  to  gain  approval  for 
a  "prepackaged"  bankruptcy  plan  that 


Sorting  out  these  thorny  issues  will 
fall  to  Slate,  who  takes  over  Mar.  29.  He 
must  decide  whether  the  PBGC  should- be 
part  of  the  social  safety  net  or  more  like 
a  private  company.  A  former  IRS  division 
director  who's  knowledgeable  on  pension 
issues.  Slate  may  be  just  the  person  to 
straighten  out  the  PP.GC  and  calm  the 
Chicken  Littles  .screaming  that  the  sky's 
falling  on  yet  another  government  guar- 
antee program. 

Bi/  Michael  Schroeder  in  Waslii i/gtoii 


should  get  the  company  back  on  its  feet. 
Its  executives  have  already  been  aggres- 
sively reshaping  its  chief  subsidiary — 
Western  Union  Financial  Services  Inc. 
(FSI) — to  become  a  financial-services  pro- 
vider to  middle-  and  low-income  consum- 
ers. Their  goal,  says  James  F.  Calvano, 
the  company's  president  and  chief  oper- 
ating officer:  to  make  the  company  "a 
bank  for  the  unbanked." 

That  market  is  huge:  an  estimated  15 
million  households  without  traditional 
banking  relationships,  chiefly  the  poor, 
immigrants,  and  others  who,  for  such 
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reasons  as  income  and  culture,  have 
shunned,  or  been  shunned  by,  banks. 
The  Upper  Saddle  River  (N.  J.)  company 
already  serves  these  people  with  money 
transfers.  Now,  it  hopes  to  offer  them  a 
wide  array  of  other  services. 

Two  years  ago,  anticipating  either  fil- 
ing for  or  being  forced  into  bankruptcy, 
executives  of  then-Western  Union  Corp. 
restructured  the  company  so  that  its  op- 
erating division  would  be  protected  from 
a  bankruptcy  filing.  They  created  a  new 
legal  parent.  New  Valley,  to  hold  the 
debt,  now  at  least  $800  million  in  out- 
standing claims.  It  will  also  be  the  entity 
that  will  be  taken  into  bankruptcy,  less- 
ening the  taint  on  the  Western  Union 
name.  "We  changed  the  name  to  protect 
the  franchise,"  says  Robert  J.  Amman, 
New  Valley's  chief  executive  officer. 
While  Amman,  a  longtime  technology 
expert,  focuses  on  the  restructuring, 
Calvano,  whose  background  is  in  con- 
sumer finance,  handles  operations. 
INTRICATE  WEB.  The  effect  of  these 
moves  lets  the  new  FSl  be  nearly  debt- 
free.  In  1991,  say  analysts,  FSI  had  a 
cash  flow  of  $34  million,  after  special 
charges  and  $9  million  in  dividends  up- 
streamed  to  New  Valley,  on  revenues  of 
$374  million. 

Much  of  New  Val- 
ley's debt  is  the  legacy 
of  a  1987  restructuring 
by  turnaround  investor 
Bennett  S.  LeBow,  fi- 
nanced with  the  help 
of  Drexel  Burnham 
Lambert  Inc.'s  sale  of 
$500  million  in  junk 
bonds.  LeBow  still  con- 
trols about  A2'A  of 
New  Valley. 

At  the  Apr.  2  hear- 
ing, New  Valley  will 
propose  a  bankruptcy 
plan  that  will  give 
creditors  $495  million 
in  a  mix  of  secured, 
unsecured,  and  subor- 
dinated payment-in- 
kind  debentures.  Am- 
man says  the  company 
has  "oral  agreements 
in  principle"  on  major 
issues  with  three  ma- 
jor creditors  and  note- 
holders: Pension  Bene- 
fit Guaranty  Corp., 
Carl  C.  Tcahn,  and  for- 
mer Drexel  mergers- 
and-acquisitions  chief 
Leon  D.  Black. 

A  key  element  of  the 
plan  involves  salvag- 
ing $1  billion  in  net-op- 
erating-loss carryfor- 
wards, which  can  be 
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lONG  HISTORY  OF 
S 


1984  Banks  cut  off  lines  of  cred- 
it. Company  stops  paying  divi- 
dends on  its  stocic 


1987  Leveraged  buyout  investor 
Bennett  S.  LeBov/  undertakes  a 
"rescue"  restructuring  using  mas- 
sive amounts  of  junk  bonds 


1990  Struggling  with  debt,  com- 
pany tries  to  recapitalize  and 
foils.  Sells  telex  and  electronic 
moil  systems  for  about  $175  mil- 
lion and  uses  proceeds  to  buy 
bock  expensive  debt 


1991  Western  Union  Corp.  is  re- 
named New  Valley  Corp.;  West- 
ern Union  Financial  Services  Inc. 
becomes  a  subsidiary.  New  Vol: , 
ley  stops  making  debt  payments 
in  April.  Creditors  file  involuntary 
bankruptcy  petition 


1992  Coiripgny  files  a  prepack- 
aged bankribtcy  plan 


1993  Hearing  takes  place  on  in- 
voluntary bankruptcy  petitioii. 
Company  is  grar*|ed  30  days  to 
formalize  an  agreement  with 
creditors  before  bahkruptcy 
hearing  on  Apr.  2  \ 
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deducted  from  future  profits. 
To  accomplish  this,  the  plan 
allows  New  Valley  sharehold- 
ers to  retain  an  807<  stake  in 
FSI  through  a  four-tiered  hold- 
ing company  structure.  Major 
secured  creditors  will  also 
likely  get  a  small  equity  stake 
in  the  newly  reorganized  com- 
pany. Predictably,  junior  and 
senior  unsecured  creditors, 
who  would  take  a  big  hit,  are 
complaining  about  the  plan. 
That  could  derail  the  deal. 

Once  they  get  the  prepack 
behind  them,  New  Valley  ex- 
ecutives hope  to  be  able  to  de- 
vote their  full  energies  to  le- 
veraging more  products  and 
services  off  one  of  the  best- 
known  brand  names  in  Ameri- 
ca. Western  Union  money 
transfers  have  been  handled  for  122 
years  through  a  distribution  network 
that  now  numbers  18,000  agents  in  the 
U.  S.  and  3,000  overseas — most  of  them 
sole  proprietorships.  The  company  is  be- 
ginning to  use  this  network  to  market 
such  additional  products  as  money  or- 
ders, electronic  bill-paying,  secured  cred- 
it cards,  check  cashing, 
and  a  money-transfer 
service  geared  to  debt- 
collectors. 

Some  of  these  ser- 
vices can  be  highly 
profitable.  Take  se- 
cured credit  cards, 
typically  used  by  indi- 
viduals who  have  tar- 
nished or  inadequate 
credit  histories.  To  get 
a  card,  they  leave  a  de- 
posit equal  to  or  slight- 
ly larger  than  their 
credit  line  with  the  is- 
suer. While  most  of 
the  credit-card  indus- 
try is  being  forced  to 
lower  rates,  secured 
card  issuers  are  still 
able  to  charge  hefty 
annual  fees  and  207' 
interest  rates. 

FSI  won't  have  these 
markets  to  itself,  how- 
ever. Services  such  as 
secured  credit  cards 
and  check-cashing  are 
bei'oming  very  compet- 
iti\  t?.  Even  the  money- 
traiisfer  business  has 
attracted  growing 
numbers  of  players. 
Integrated  Payment 
Systems,  a  subsidiary 
of  New  York-based 
First  Data  Corp.,  has 


started  an  electronic  bill-paying 
and  is  aggressively  pursuing  the 
transfer  business  with  Amerii 
press  MoneyGrams.  And  while  V 
Union  hopes  to  be  the  first  nati 
check-cashing  operation,  Sou 
Corp.  is  testing  out  a  "service 
concept  that  includes  check-cashi 
number  of  its  7-Eleven  stores. 
GLOBAL  REACH.  FSI  Still  has  about 
domestic   money-transfer  mark< 
that  business  is  growing  at  only 
5%,  so  the  company  is  looking  o^ 
for  faster  growth.  FSI  has  gone 
markets  in  mid-1991  to  55  count 
day,  with  plans  to  find  new  sales 
in  210  countries.  Money  transi 
Mexico  and  overseas  sent  1992  re 
from  money  transfers  up  147". 

The  company's  expansion  pla 
being  constrained  by  its  financia 
"There  have  to  be  significant  n 
where  we  can  leverage  our  nan 
infrastructure,  and  it  can't  requin 
capital,"  says  Calvano.  For  exan 
its  new  joint  venture  with  an  Arj 
company  called  ITRON,  FSI  will  h 
up  a  utility-bill-paying  service  th 
allow  customers  to  pay  bills  thn 
Western  Union  agent  instead  of  s 
in  a  check.  If  the  service  is  suce 
FSI  will  become  a  partner  and  i 
royalties.  FSI  also  has  joint  ventu 
volving  its  check-cashing  and  st 
card  businesses.  FSI  provides  mar 
muscle,  a  customer  list  of  15 
names,  and  in  some  cases,  financi 
return  for  a  piece  of  the  action  i 
partner's  expertise. 

Reviving  the  142-year-old  coi 
won't  be  easy.  But  if  Amman  an 
vano  can  capitalize  and  build  on  tl 
midable  Western  Union  brand 
New  Valley  may  just  be  able  to 
over  its  mountain  of  debt.  i 
By  Suzanne  Wool  ley  in  Nei\ 
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Commentary/by  Dean  Foust 


STUDENT  LOANS  AIN'T  BROKE.  DON'T  FIX  'EM 


As  a  candidate,  Bill  Clinton  sold 
himself  as  a  "New  Democrat" 
willing-  to  forge  business-gov- 
ernment partnerships  that  would  help 
him  "reinvent"  government.  But  now 
that  he's  ensconced  in  the  White 
House,  some  of  Clinton's  proposals 
seem  at  odds  with  his  rhetoric.  A  case 
in  point:  his  plan  to  overhaul  the  feder- 
ally insured  student-loan  program. 

'The  system  currently  operates 
through  some  7,800  commercial  banks, 
several  dozen  state  agencies  and  pri- 
vate companies  that  back  the  loans, 
and  a  handful  of  companies  such  as  the 
Student  Loan  Marketing  Assn.  (Sallie 
Mae),  which  have  created  a  vibrant  sec- 
ondary market  for  the  $127  billion  or 
so  in  student  loans  guaranteed  since 
the  program  began  in  1965.  Clinton  in- 
sists he  can  shave  billions  from  the 
program,  which  he  blasts  as  "wildly 
expensive,"  by  letting  the  government 
make  the  loans  directly.  The  savings 
would  help  finance  the  Administra- 
tion's service-for-education  program. 
STOCK  DROP.  He  can't  be  serious,  can 
he?  The  notion  that  some  bureaucrats 
in  the  bowels  of  the  Education  Dept. 
could  run  the  program  more  efficiently 
than  private  companies  borders  on  the 
ludicrous.  And  replacing  private  loans 
with  government  ones  would  boost  an 
already  bloated  budget  deficit. 

Clinton's  eagerness  to  nationalize 
the  loan  program  could  also  make  in- 
vestors wary  of  public-private  ventures 
the  Democrats  are  considering.  In  the 
weeks   since   he  ad- 


of  $8.2  billion  in  savings  over  five 
years  by  switching  over  to  direct  gov- 
ernment lending.  Critics  predict  the 
government  would  just  shunt  many  ad- 
ministrative tasks  now  done  by  banks 
onto  colleges,  which  would  likely  pass 
along  the  additional  expenses  through 
higher  tuition.  And  according  to  a  Con- 
gressional Research  Service  study, 
some  $500  million  more  in  annual  "sav- 
ings" actually  comes  from  accounting 
sleight  of  hand:  The  government 
wouldn't  have  to  create  reserves  for 
projected  losses  from  defaults  and  pre- 
payments. "The  estimates  of . . .  [bil- 
lions of  dollars  in]  savings  are  sus- 
pect," says  CRS  economist  Dennis 
Zimmerman. 

Nor  is  it  likely  that  Washington 
would  be  more  efficient.  Sure, 
the  government  would  have 
lower  borrowing  costs.  But 
the   Education   Dept.  has 
been  criticized  for  its  manage- 
ment of  the  program,  including 
its  slowness  to  weed  out  fly-by- 
night  trade  schools  that  bilk  students 
and  taxpayers  for  millions  in  guar- 
anteed student  loans. 

What's  more,  the  government 
would  have  to  invest  millions  of 
dollars  in  proprietary  software  and  oth- 
er technology  to  match  banks'  speed  in 
handling  the  clerical  tasks  the  program 
entails.  "The  government  would  have  a 
hard  time  matching  the  technology 
that  the  banks  and  others  have  in 
place,"  says  Roy  A.  Nicholson,  chair- 


( 
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vanced  the  plan,  Sallie 
Mae's  stock  has  plum- 
meted more  than  40'/' . 
Who  would  invest  in 
Sallie  Mae-like  govern- 
ment-backed ventures 
that  have  been  pro- 
posed to  fund  small- 
business  and  transporta- 
tion lending'?  Investors, 
says  a  major  holder  of 
Sallie  Mae  stock,  "are  go- 
ing to  look  at  new  [public 
private'  ventures]  pretty 
skeptically." 

Clinton   is  simply 
too  optimistic  in  his 
calculations  of 
the  savings. 
Take  the 
projections 


SALLIE'S  SUCCESS  STORY: 
COSTS  DOWN,  MARGINS  UP 
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man  of  USA  Group,  an  Indianaj 
based  guarantor. 

Then  there's  Sallie  Mae,  which 
gress  chartered  in  1972.  The  com] 
purchases,  securitizes,  and  sen 
about  a  third  of  all  student  loans 
Executive  Lawrence  A.  Hough 
driven  its  servicing  costs  down 
since  1986  (chart)  and  its  profits 
1727(.  So  Sallie  Mae's  board  awa 
Hough  salary,  options,  and  p 
worth  $2.1   million   in   1991— rai 
hackles  on  Capitol  Hill.  But  the  \ 
compensation  was  well-deserved,  s 
it  was  tied  to  his  strong  performs 
The  current  system  isn't  perfec 
course.  But  rather  than  junking 
Clinton  should  fine-tune  it 
now,  for  instance,  the  go\ 
ment  pays  banks  3.1  pc 
above  the  three-month 
sury  rate  while  stud 
are    in  schoo 
haven't  begui 
repay   their  Ic 
That  premium 
dropjjed  periodically,  and  it 
be  time  to  ask  banks  to  redu 
further  to  share  some  of  thei: 
cent  efficiency  gains  with  taxpa 
Trimming  this  payment  by  half  a  \ 
would  give  banks  roughly  the  sami 
turn  they  make  on  many  other  con: 
er  loans — and  save  taxpayers  upw 
of  $970  million  over  five  years. 

When  Clinton  made  his  pron 
about  reinventing  government,  no 
thought  he  meant  replacing  well 
private  busine 
with   an  even 
bloated  governmen 
reaucracy.  The  Ad; 
istration  must  re 
that  public-private 
nerships  will  mean 
its  for  those  who 
form  well. 

Hough's  $2  million 
ary  and  Sallie  M 
healthy  earnings  ar 
small  price  to  pay 
keeping  the  cost  of 
dent    lending  do 
They  should  be 
gratulated — not 
out  of  business. 
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Foust  covers  ban 
and  finance  from  W 
ington. 
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Buick  quality  has 
never  been  so  attractive. 
Or  so  affordable. 


Introducing  the 
1993  Skylark  Custom. 

If  you've  been  attracted  to 
Buick  quality,  but  thought 
a  new  Buick  was  beyond 
your  means,  take  a  look  at 


the  new  Skylark  Custom. 

it's  the  most  affordable 
Buick  for  1993. 

And,  as  you  would  expect 
from  Buick,  every  Skylark 
Custom  is  extremely  well 
equipped.  With  a  long  list 
of  comfort,  convenience 
and  safety  features  like 


DynaRide®  suspension, 
automatic  transmission, 
power  door  locks,  and 
even  anti-lock  brakes. 
All  standard. 

For  more  information, 
call  1-800-4A-BU1CK.  Or 
visit  your  Buick  dealer  and 
test-drive  the  new  Skylark 
Custom  today.  It's  made 
Buick  quality  more 
attractive  than  ever. 

GM 


Buckle  up,  America! 
151992  GM  Corp  All  righls  reserved 
Skylark  is  a  registered  trademark  of  GM  Corp 


The  New  Symbol  For  Quality 
In  America. 
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FORCING  THE  NIKKEI 
OUT  OF  ITS  SKID 


The  short-term  government-induced  fixes  may  well  do  the  trick 


With  Japan's  export  profits 
eroding  as  the  yen  climbs  to 
record  highs  against  the  dol- 
lar, Tokyo  stock  traders  could  hardly 
have  been  blamed  if  they  had  all  run  for 
cover.  Instead,  the  Nikkei  has  risen  10/' 
in  three  weeks.  And  suddenly,  a  growing 
number  of  market  watchers  are  saying 
that  the  three-year  bear  market  is  final- 
ly over  and  that  stocks  will  continue 
moving  higher. 

This  new  optimism  is  being  fed  by  the 
government's  two-pronged  effort  to  bol- 
ster the  market.  The  Finance  Ministry  is 
accelerating  plans  to  pump  billions  in 
government-controlled  savings  into 
stocks  and  easing  reporting  restrictions. 
More  important  still  is  a  huge  govern- 
ment spending  plan  to  spur  the  economy 
that  is  almost  certain  to  be  introduced  in 
a  few  weeks.  That  should  help  the  profit 
picture  for  many  companies  hurt  by  the 
recession. 

ALL  ABUZZ.  Japan's  bureaucrats  have 
been  busy  rewriting  the  financial  mar- 
kets' rules  to  encourage  more  funds  to 
flow  into  equities.  By  lifting  ceilings  on 
stock  investment  for  some  public  funds, 
the  government  has  freed  up  $15.6  bil- 
lion to  buy  shares,  including  billions 
from  the  postal  savings  and  insurance 
svstems.  An  additional  $24  billion  has 


been  set  loose  for  stock  investment  next 
year,  and  the  market  has  been  abuzz 
with  talk  about  yet  more  allocations  ex- 
pected to  be  outlined  in  the  next  few 
weeks.  Finance  has  also  been  twisting 
arms  to  persuade  institutional  investors 
not  to  sell  and  has  suspended  various 
accounting  rules  that  in  the  past  led 
companies  to  sell  stocks  just  in  order  to 
dress  up  their  earnings 
reports. 

The  ministry's  machi- 
nations have  led  to  some 
grumbling  about  per- 
verting market  forces. 
"There  is  no  fundamen- 
tal reason  the  market 
should  be  up,"  says 
Lewis  Tseng,  director  of 
equity-derivative  sales  at 
cs  First  Boston  Inc.  in 
Tokyo.  The  naysayers 
also  maintain  that  the 
government's  interven- 
tion is  aimed  at  bolster- 
ing banks  and  other  key  financial  institu- 
tions whose  balance  sheets  close  at  the 
end  of  the  Mar.  31  fiscal  year.  Immedi- 
ately afterward,  the  market  may  pay  the 
price  for  being  rigged,  they  argue.  "I 
wish  I  could  say  that  this  was  natural 
price  formation,  but  it's  not,"  says  Ma- 


THE  NIKKEI 
SHOWS  SOME  LIFE 


JAN.  4  m  22 
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koto  Kuramoto,  director 
vestment  at  Toho  Life 
ance  Co. 

But  Tokyo  is  doing 
than  just  directly  proppi 
the  Nikkei.  The  ministr 
the  ruling  Liberal  Dem< 
Party  are  close  to  a  dea 
huge  $120  billion  spe 
package  aimed  at  stimi 
the  overall  economy,  wl 
now  growing  at  a  puny 
Some  announcement  is  e 
ed  before  Prime  Ministt 
chi  Miyazawa  meets  Pre 
Clinton  in  mid-April.  Th 
ernment  is  betting  th 
budget  will  contribute  t( 
ness  confidence.  That  s 
give  the  market  some  ro 
grow  and  would  reliev 
pressure  for  further  hi 
from  the  Finance  Mil 
Based  largely  on  fai 
pump-priming  measures, 
mon  Brothers  Inc.  has  just  rais 
estimates  for  the  Nikkei's  mediun 
trading  range — up  from  16.000-19. 
17,000-22,000. 

SOOTHING  PROSPECT.  The  new  L 

ment  spending  won't  kick  in  uni 
in  the  year.  In  the  meantime,  the 
may  face  shocks,  as  companies 
just  how  tough  things  were  in  tin 
year  ending  Mar.  31.  But  knov 
that  pump-priming  is  on  the  way  s 
ease  any  market  reaction  to  poor 
ings.  "As  long  as  people  know  the 
measures  are  in  train,  the  risk  [of  i 
ket  dive]  is  not  that  serious,"  says 
mon  economist  Robert  Feldman. 

If  the  government's  overall  fiscs 
gram  works,  the  policy  mandarins 
that  it  will  eliminate  the  need  fo 
further  short-term  market  props. 

cent  survey  of  1,48 
financial  compani< 
the  Nihon  Keizai . 
bun  showed  that 
are  expecting  a  6.! 
crease  in  pretax  \ 
in  the  fiscal  yeai 
will  start  on  A] 
"Probably  by  earlj 
mer,  investors  will 
thinking  about 
1994,  when  there  \ 
a  big  turnaround  i 
porate  profits," 
Tetsuo  Tsukimura, 
economist  at  Smitl 
ney,  Harris  Upham  International  . 

Japan's  critics  may  hate  to  hea 
its  bureaucracy  can  manage  the  mn 
But  for  the  moment  at  least,  that'.-' 
the  bureaucrats  are  doing — am! 
may  just  pull  it  off. 

By  Larry  Hoi  yoke  in  ■ 
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There  has  never  been  a  better  day  to  bring  youi 
npany  back  to  AT^T.  For  AT&T  quality  and  lOO 
.'  days. 

Switch  any  or  all  of  your  business 
V1\T  by  May  31  and  you  can  get  IOC) 
;s  ( )f  free  long  distance  over  the  next 
)  wars. 

If  your  company  spends  betv^-een 

and  $50,000  a  month  on  long  dis- 
ice,  sign  up  for  one  of  our  special 
)motional  plans,  like  KT&T  UniPlan 
vice  or  AT&TCustomNet  Seivice,  and  you  can  get 
)  days  of  free  long  distance  on  all  these  business 
vices:  outbound  long  distance,  <S00  Seivices.ck  )mes- 
and  international,  calling  card  calls,  tax  and  data 
e  details  below). 

All  100  Free  Days  Are  Not  Created  Equal. 

No  other  company  can  match  the  qualiry-  and  reli- 
ilityof  AT^:T 

Only  AT&T  offers  you  the  most  reliai  )le  net\v(  )rk,the 
test  call  completion  rates,  the  most  completed  calls. 
Only  AT&T  offers  you  FASTAR  teclinology,  which, 


There's 
Never  Been 
ABetter 
Day  To 
Come  Back 
ToAIKE 


in  the  event  of  an  accidental  cable  cut,  automatically 
reconnects  you  with  your  customers  in  minutes.  Our 
nearest  competitor  niay  take  hours. 

We  don't  simply  offer  you  100  free 
days  of  long  distance.  We  offer  you  100 
free  days  of  AT&T 

100  Free  Da)  's  With  Someone 
Flse  Could  Mean  Lost  Revenue  For 
Your  Company. 

When  it  comes  to  SOO  Senice,  its 
woitli  consideiing  that  our  nearest  com- 
petitor actually  loses  50%  more  800  calls.  Tliis  could 
result  in  lost  sales  for  your  company 

When  every  call's  a  customer,  it's  woith  remem- 
bering that  AT&T  800  Seivice  is  the  mc  )st  i-eliable  800 
Seivice  in  the  industiy. 

Let  today  be  the  dawn  of  a  new  day  for  your 
business,  by  switching  your  long  distance  to  AT&T 
The  Best  In  the  Business. 

D(  )n't  let  the  sun  go  down  with(  )Lit  calling 
1 800  222-0400  tor  more  details. 
ARST.  Tlic  Best  in  the  Business. 


'  !it  of  up  to  $200,000  (AT&T  UniPIan  Service)  or  $40,000  (A7&T  CustomNet  Service)  applied 
two  years,  based  on  annual  or  average  spending  in  particular  months  Conditions  and 
Itation  dates  vary  by  service  Exclusive  ot  term  plan  and  other  promotional  offers.  Claims  are 

i  d  on  4Q  1992  AT&T  Bell  Labs  nationwide  test  results. 


AT&T 


BY  GENE  G.  MARCIAL 


JAZZY  PICKS  FROM 
THE  COMMON  FUND'S 
MOTLEY  CREW 

As  the  man  in  charge  of  shep- 
herding nearly  S15  billion  for 
some  1,200  schools,  colleges, 
and  universities,  David  Storrs.  presi- 
dent of  the  Common  Fund,  hasn't  been 
shy  about  hiring  an  eclectic  group  of 
money  managers  with  vastly  diverse 
styles.  They  include  the  aggressive  Ti- 
ger Management,  value  investor  Nicho- 
las-Applegate  Capital  Management, 
and  Rowe  Price-Fleming  International. 

Common  Fund's  Equity  Fund  last 
year  gained  10.5'^'  vs.  1.1''  for  the 
Standard  &  Poor's  500-stock  index.  So 
far  this  year,  the  fund  has  only 
matched  the  s&P's  2P<  rise,  but  Storrs 
thinks  that  it  will  again  beat  the  aver- 
ages. "Our  managers  have  e.xcelled  in 
coming  up  with  big  winners  among  the 
most  unusual  companies,"  he  says. 

Take  Callaway  Golf,  maker  of  up- 
scale golf  clubs,  including  the  popular 
Big  Bertha  line.  Callaway's  stock  rock- 
eted from  20  a  share  to  32  in  just  one 
hour  after  its  initial  public  offering  on 
Feb.  28,  1992.  It  has  continued  to  climb 
to  a  pre-split  54,  or  27,  adjusted  for  a 
recent  two-for-one  split. 

Money  manager  Catherine  Avery  at 
Nicholas-Applegate  thinks  the  stock's 
rise  is  far  from  over.  "We  like  comjja- 
nies  with  strong  top-  and  bottom-line 
growth,  and  Callaway  has  been  exceed- 
ing expectations,"  she  savs.  Averv  sees 
a  net  of  .•?1.88  in  1993  and  81.65  in  1994. 
COUNTRY  MUSIC.  Another  stiindout  is 
Gaylord  Entertainment,  a  company 
that  owns  Opryland.  the  convention 
resort  complex  in  Nashville,  as  well  as 
radio  and  cable  television  networks, 
such  as  TXX  and  Nashville  Network. 

"Gaylord  has  the  franchise  on  coun- 
try music,"  says  Storrs.  Through  its 
networks,  Gaylord  has  been  beaming 
country  music  to  Europe,  the  Far  East, 
and  Africa.  "This  will  be  a  very  profit- 
able new  business  for  Gaylord."  says 
Storrs.  He  thinks  the  stock,  which  has 
climbed  to  39  from  29  in  September, 
will  continue  to  rise  as  a  result. 

Storrs  regards  Cable  &  Wireless  as  a 
good  "China  card."  It  owns  58'<  of 
Hong  Kong  Telecommunications,  a  key 
player  in  China's  telephone  market. 
"The  frequency  of  calls  between  China 
and  Hong  Kong  has  been  growing  rap- 
idly," notes  James  Seddon  at  Rowe- 
Price  Fleming  in  London.  Hong  Kong 


STORRS:  HIS  MANAGERS  FIND  WINNERS 
AMONG  'THE  MOST  UNUSUAL  COMPANIES' 


Telecom  has  exclusive  rights  to  provide 
services  in  Hong  Kong,  and  it  accounts 
for  50'~<  of  Ciw's  earnings.  But  Seddon 
is  also  upbeat  about  Cctw's  British  unit. 
Mercury  Communications,  the  only 
company  other  than  British  Telecom- 
munications licensed  to  provide  nation- 
al and  worldwide  telephone  services  in 
Britain. 

Now  at  32,  Ci:W's  American  Deposi- 
tory Receipts  could  hit  45  in  a  year, 
based  on  estimated  net  of  $1.75  in  fis- 
cal 1993  and  82.25  in  1994.  says  Seddon. 
CiW  earned  81.57  in  the  vear  ended 
Mar.  31,  1992. 


A  POSTCARD 
FROM  THE  EDGE 


Tliis  is  about  a  stock's  survival  af- 
ter a  near-death  experience.  Ulti- 
mate, one  of  the  hot  companies 
of  the  1980s,  faced  critical  problems 
after  the  recession  hit.  Its  once  high- 
flving  stock  plummeted  from  37  in 
1987  to  1%  in  December,  1992. 

"Scary  stuff,"  says  one  New  York 
money  manager.  Even  so,  he's  sure  Ul- 
timate has  a  shot  at  a  recovery — and  it 
may  turn  a  profit  starting  next  year. 
He  bought  in  at  2  and  continues  to  buy 
even  as  the  stock  has  rallied  to  3. 

This  pro  notes  that  Ultimate,  once  a 
big  reseller  of  mainframe  and  minicom- 
puters enhanced  with  its  own  software 
systems,  is  starting  to  turn  around  un- 
der the  leadership  of  Chairman  and 
CEO  Michael  O'Donnell,  who  joined  Ul- 
timate in  1988.  O'Donnell  has  discontin- 
ued the  company's  British  operations, 
restructured  its  debt  with  Chase  Man- 


hattan, and  reduced  overall  debt  h-^' 
million.  The  company  has  also  si 
beefing  up  operations  that  pr 
higher  profit  margins. 

One  such  unit  is  Computer  Suj 
'>f  North  America,  a  network-ser  ■ 
company  acquired  in  1991.  Its  SUP! 
link  software  actively  monitors 
rate  data  communications  to  pr. 
small  technological  problems  froi; 
rupting  operations. 

The  service  has  attracted  Moii 
Italy's  Olivetti,  and  Memorex  T 
All  have  agreed  to  service  and  ni;i 
ing  alliances  with  Ultimate.  WL 
are  that  Ultimate  will  sign  up  ai 
major  company  soon.  That  has  pi  ■ 
ed  one  Ultimate  bull,  Norman  El. 
CEO  of  Honey  Fashions,  to  rai- 
stake  to  22.6' ^  from  21.59f.  One  ai 
says  Ultimate  should  be  profitablt 
year  "at  the  rate  of  50(t  a  shari 
thinks  the  stock  will  hit  6  in  a  \ . 


BROCK  CANDY 
lOOKS  SWEET 


As  a  small-cap  investor,  m 
manager  Tom  Frank  can't 
shares  of  giant  mass-men 
diser  Wal-Mart  Stores.  So  he  does 
next  best  thing  and  looks  for  a  co: 
ny  whose  products  land  on  Wal-M 
shelves.  But  such  a  company  shoul 
course,  have  attributes  aside  froir 
Wal-Mart  factor.  Recently,  Frank, 
runs  the  top-ranked  Dreyfus  200{ 
ries  Small  Cap  Fund,  discovered  B 
Candy,  a  maker  of  more  than  65  vj 
ies  of  candies,  including  pepper 
and  gummi  candies. 

Not  only  is  Wal-Mart  its  biggest 
let— accounting  for  25%  of  sale 
1992,  up  from  14%  in  1991— but  ! 
1987,  Brock's  sales  have  been  dc 
the  industry  average.  Moreover,  B 
has  signed  valuable  contracts 
Hershey  Foods  and  Planters  Liff 
ers  to  produce  gummi  candies. 

The  surprise,  says  Frank,  is  that 
dy  consumption  is  on  the  rise  de 
public  concern  over  fat  and  choles 
intake.  He  notes  that  U.  S.  candy 
chocolate  sales  jumped  from  $5.f 
lion  in  1982  to  $9.6  billion  in  1991. 

Shares  of  Brock,  which  went  p 
on  Mar.  12  at  14  a  share,  are  el 
says  Frank,  based  on  the  ave 
price-earnings  ratio  of  22  for  ( 
publicly  traded  candy  companies.  I 
ing  at  Frank's  1993  estimate  of  $1 
share.  Brock  is  trading  at  a  p-e  of 
12.7.  Frank  sees  sales  rising  to 
million  in  fiscal  1993.  He  expects 
stock  to  hit  25  over  the  next  two  y 
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Corporate  Renaissance 

RESTRUCTURING    FOR    GLOBAL  COMPETITIVENESS 


Report  from  the  1993  Businhss  Week  Presidents'  Forum 


Big  corporations  view  their  past  in  the 
mythic  images  of  their  rugged  individualist 
founders,  who  with  pioneer  spirit,  self-reliance, 
hard  work,  and  infinite  optimism  created  today's 
corporate  icons  out  of  their  dreams  alone.   But  can 
these  traditional  values,  ideals,  and  character- 
istics —  the  ones  "that 
made  America  great"  — 
answer  the  chal- 
lenges of  the  2 1st 
century?  Today, 
business  leaders 
worldwide  are 
speaking  of  the 
need  for  a  corpo- 
rate renaissance: 
for  a  renewal  o  f 
corporate   vigor  and 
creativity.  ^  California 
Governor  Pete  Wilson 

is  one  leader  who  frankly  acknowledges  the  necessi- 
ty for  corporate  renewal.  But  he  doesn't  see  a 
renaissance  stopping  at  business's  door.  "In  this 
time  of  profound  change  and  uncertainty,  every 
institution  needs  to  champion  renewal  and  seize 


the  challenge  of  the  new  global  (jrder,"  says 
Wilson. "That  includes  government:  It  must  funda- 
mentally transform  the  way  it  does  business." 
^  Business  re  v  1 1  al  i  za  t  ion  was  foremost  in 
the  conversations   of   c  o r p f)  r a  t  e    1  e a d  e  r s 
attending  The  1993  Business  Week  Presidents' 
Forum  h  e  1  l1  recently 
in    Palm    S    r  i  n  g  s  , 
California.  These 
senior    executives  — 
all  of  them  the 
presidents  of 
major  North 
American 
corporations  — 
participated  in 
two      days  of 
g round  break  i  ng 
discussion  of  corporate 
restructLiring  and  busi- 
ness transformation.  And  they  heard  encouraging 
reports  from  the  leaders  of  companies  com- 
peting successfully  in  today's  global  market — 
business  organizations  that  these  presidents 
agreed  will  end  up  owning  the  2Ist  century. 
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Thf  Business  of  Transformation 

To  nict't  tliL-  tou^h  challenges  ot  today's 
volatile  business  environment,  many  compa- 
nies are  taking  bold  steps  to  restructure 
themselves  —  hoping  to  become  the  fast-moving, 
flexible  organizations  so  highly  touted  by  business 
pundits.  Yet  Frederick  D.  Sturdivant,  senior  vice 
president  of  Gemini  Consulting,  says  senior  execu- 
tives are  learning  that  traditional  restructuring  activ- 
ity— reducing  cost  structures, 
realigning  portfolios,  redesign- 
ing processes  and  systems — is 
just  one  piece  of  the  elaborate 
process  ot  business  transforma- 
tion. 

Says  Sturdivant, "Restruc- 
turing alone  isn't  enough.  To 
achieve  transformation,  corpo- 
rations must  restructure,  revi- 
talize, and  reframe — and  they 
must  do  It  all  simultaneously.  " 
Put  simply,  Sturdivant  is  advo- 
cating a  change  process  that  is 
Lxihstic,  one  that  transforms  the 
whole  entity. 

"Revitalizing  an  organiza- 
tion means  pointing  it  in  the 
direction  ot  the  marketplace  so 
people  can  discover  and  exploit 
opportunities  in  new  markets, 
new  ventures,  and  new  tech- 
nologies,"  explains  Sturdivant. 
"To  pursue  this  vision  and  to 
mobilize  people  artuind  it, 
management  must  abandon  the 
old  hierarchical  model.  Indeed, 
the  paradigm  should  be  totally 
reframed;  It  must  be  distin- 
guished by  openness  and  com- 
munication, and  It  must 
empower  all  people.' 

For  a  corporation  to  trans- 
form itself  successfully,  says 
Sturdivant,  everyone  must  be 
engaged  in  the  process,  and 
they  must  move  ahead  synchro- 
nously. "In  the  end,  the  whole 
organization  takes  ownership  of  the  three  elements 
— restructuring,  revitalization,  and  reframing — 
because  they're  the  very  fabric  of  business  transfor- 
mation. " 


Revitalizing  from  Strength 


"Revitalizing  an  organization, 
means  pointing  it  in  the  direction 
of  the  marketplace  so  people  can 
discover  and  exploit  opportunities 
in  new  markets,  new  ventures, 
and  new  technologies. "  \ 

Frederick  D.  Sturdivant 
Senior  Vice  President 
Gemini  Consulting  \ 


"To  boost  our  competitiveness,  we 
had  to  control  expenses,  improve 
customer  focus,  and  maximize 
technology. " 

.      Lee  M.  Gammill,Jr. 
Executive  Vice  President 
New  York  Life  Insurance 
Company 


demanded  if  the  company  was  to  remain  at  the  top," 
says  Executive  Vice  President  Lee  M.  Gammill,  Jr. 
"To  boost  our  competitiveness,  we  had  to  control 
expenses,  improve  customer  focus,  and  maximize 
technology." 

Gammill  says  New  York  Life  has  three  goals:  to 
be  the  preferred  partner  of  sales  professionals,  to  be  a 
competitor  with  superior  products,  and  to  be  a  top- 
notch  service  provider  while  remaining  financially 
strong.  "To  turn  this  vision  into  reality,  the  company 
IS  undergoing  far-reaching  organ- 
ic change:  "We  aligned  all  our 
business  units,  for  example,  and 
devised  wholly  new  approaches  to 
management,  product  develop- 
ment, and  customer  service." 

But  change  doesn't  come 
easy,  cautions  Gammill.  "One  of 
our  toughest  tasks  was  to  dis- 
mantle the  entrenched  depart- 
mental feifdoms.  Then,  we  had 
to  build  a  framework  where 
teams  were  encouraged  and 
empowered.  "  The  company's 
solution:  cidhocracy.  "We  brought 
people  together  from  across  the 
company,  and  they  worked  on  ad 
hoc  teams  to  develop  solutions 
and  strategies  for  our  business 
needs.  " 

The  benefits  of  cross-func- 
tional teams  are  myriad,  says 
Gemini's  Sturdivant.  "Their 
cross-pollinated  ideas  often  lead 
to  groundbreaking  results." 
Equally  important,  though,  is  the 
participation  of  large  numbers  of 
people  in  the  process.  "That 
increases  buy-in,  and  it  arms  peo- 
ple with  the  skills,  expertise,  and 
confidence  to  continuously  pur- 
sue change.  " 

While  New  York  Life's 
transformation  is  a  work  in 
progress,  impressive  gains  have 
already  been  made.  Today,  for 
instance,  a  new  product  gets  to 
market  in  only  eight  months,  not 
two  to  three  years  as  in  the  past.  Moreover,  with  a 
new  service  team  in  place,  each  customer's  incoming 
call  is  handled  by  one  knowledgeable  representative. 
Gammill's  parting  advice  tor  leaders  contemplating 
transformation  is  succinct:  "It's  much  easier  to  hold 
the  lead  than  to  regain  it.  So,  try  to  change  while 
you're  still  on  top." 


Before  launching  its  transformation  journey 
two  years  ago.  New  York  Life  Insurance 
Company — the  nation's  fifth  largest  life 
insurer — was  financially  solid,  earning  top  marks 
from  Standard  &  Poor's  and  other  ratings  services. 
"Still,  we  understood  that  major  changes  were 


Moving  Beyond  Survival 

That  strategy  makes  sense  for  companies  in  a 
leadership  position.  But  some  15  months 
ago,  Tenneco  Incorporated  didn't  enjoy  such 
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status.  At  that  time,  a  management  team  led  by 
Chairman  and  CEO  Michael  H.  Walsh  concliulcd 
that  the  scissors  curve — the  long-term  pressure  on 
margins  created  by  rising  costs  and  declining  prices 
— threatened  the  life  of  the  Houston-based  company. 

Says  Dana  G.  Mead,  Tenneco's  president  and 
chief  operating  officer,  "To  survive,  we  had  to  control 
costs  and  build  more  value  into  everything  we  did." 

Tenneco  responded  by  developing  a  new  strate- 
gy for  competitive  advantage — what  the  company 
calls  operating  cost  leadership. 
Says  Mead,  "It's  a  results-driven 
approach  grounded  in  tough- 
minded  management  processes 
and  in  a  strong  bias  for  action." 
One  recently  implemented  qual- 
ity process  discovered  that 
Tenneco's  "cost  of  failures" 
amounted  to  nearly  $3  billion. 
In  just  nine  months,  those  costs 
were  reduced  by  $450  million, 
with  half  falling  to  the  bottom- 
line. 

"Operating  cost  leadership 
is  the  motor  of  Tenneco's  trans- 
formation," says  Mead. 


Thriving  on  Change 


hile  some  corpora- 
tions are  newly 
engaged    in  the 


change  process,  others  have  been 
thriving  on  it  for  years.  MCI 
Communications  Corporation 
wears  change  like  a  second  skin. 
"Since  MCI's  beginnings  25 
years  ago,  the  company's  com- 
petitiveness has  been  guaranteed 
by  our  entrepreneurial  culture 
and  our  flexible  organization. 
They  allow  us  to  reinvent 
the  company's  structure  to 
meet  ever-changing  market 
demands,"  explains  Daniel  F. 
Akerson,  MCI's  president  and 
chief  operating  officer. 

Recognizing  that  speed  is  an  imperative  in 
today's  domestic  and  international  markets,  MCI 
moves  swiftly,  introducing  new  products  fast  and 
responding  immediately  to  customer  needs.  Indeed, 
to  accelerate  response  to  customers,  MCI  reorganized 
itself  along  market  lines  in  1992.  Today,  to  support 
time-based  competition,  each  MCI  division  has  been 
given  more  autonomy.  And  people  on  the  front-lines 
have  greater  access  to  business  information,  empow- 
ering them  to  make  quick  decisions.  Akerson,  says 
this  retooled  organizational  structure  exploits  the 
benefits  of  scale,  giving  MCI  the  capacity  to  invest  in 
marketing,  advertising,  and  product  development. 
"That  capacity  is  absolutely  critical  for  competing  as 


one  of  the  giants  of  telecommunications."  At  the 
same  time,  the  company's  newly  decentralized  struc- 
ture also  allows  MCI  to  transcend  any  disadvantages 
of  size.  Akerson  says,  "All  this  keeps  us  fast,  fleet, 
and  on-target." 

But  MCI's  remarkable  growth  —  it  now  owns  a 
17%  share  of  the  U.S.  telecommunications  market 
and  25%  of  international  telecommunications  to  and 
from  the  U.S. — is  "mainly  fueled  by  an  organization 
with  a  fanatical  focus  on  customer  satisfaction,  " 
Akerson  concludes. 

Margin  Runyon,  Postmaster 
General  and  CEO  of  the  U.S. 
Postal  Service,  endorses 
Akerson  s  view  that  customer- 
oriented  organizations  will  reap 
tomorrow's  biggest  gains.  "In 
both  the  private  and  public  sec- 
tors, management  must  focus  on 
the  customer.  Repeat  business  is 
what  keeps  most  companies  in 
business.  But  some  firms  have 
lost  sight  of  that  mission. 
Obsessing  about  profit  margins 
or  caught  up  in  systems  and  pro- 
cedures, they've  missed  signifi- 
cant shifts  in  customer  attitudes 
and  trends." 

The  U.S.  Postal  Service,  like 
most  enterprises,  has  no  fran- 
chise on  its  25  million  cus- 
tomers. That's  why  the  federal 
agency,  which  receives  no 
government  funding,  is  making 
major  changes  in  the  way  it 
serves  customers.  Says  Runyon, 
"We're  trying  to  conduct  busi- 
ness in  a  different  way."  So  far, 
service  hours  have  been  expand- 
ed, programs  and  processes  have 
been  modified  or  eliminated, 
and  rates  and  regulations  have 
been  streamlined.  "Finally,  we're 
listening  to  our  customers  to 
learn  how  we're  doing  and  to 
discover  how  we  can  do  better." 


The  Revival  of  "Value 

Perhaps  no  sector  is  listening  more  intently  to 
its  customers  than  the  information  technology 
industry.  And  the  message  is  coming  back 
loud  and  clear:  The  1990s  will  be  the  decade  of  the 
value-driven  customer.  That  feedback  is  forcing  the 
industry's  heavy-hitters  to  rewrite  the  rules.  "In  the 
last  three  years  alone,  restructuring  charges  in  the 
computer  industry  topped  $22  billion — and  we're 
still  counting,  "  says  James  A.  Unruh,  chairman  and 
CEO  of  Unisys  Corporation. 

Facing  its  own  hour  of  reckoning,  Unisys  staked 
its  renaissance  on  a  total  rethinking  of  the  corpora 
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tion.  While  maintaining  a  strong  position  in  tech- 
nology, Unisys  decided  that  customer  satisfaction 
would  be  mission  one.  "We  recognized  that  our  cus- 
tomers' values  and  priorities  had  shifted.  They  were 
no  longer  buying  the  latest  technology-in-a-box. 
Rather,  they  were  seeking  help  in  applying  technolo- 
gy to  their  businesses,"  says  Unruh.  To  deliver  on 
these  new  values,  Unisys  developed  an  approach  it 
calls  Lititiimerizi:.  "The  strategy  uses  IT  to  help  our 
clients  serve  their  customers.  We  zercj  in  on  how 
technology  can  be  applied  to  each  particular  busmess 
so  that  our  customers  earn  a  bottom-line  return." 

The  ciistomerize  approach  also  governed  Unisys's 
restructuring.  After  assessing  its  core  strengths,  the 
company  elimmated  functions  that  didn't  add  value. 
As  a  result,  through  strategic  partnerships  and  other 
alliances,  it  now  outsources  semiconductor  fabrica- 
tion, memory-disk  manufacturing,  and  all  PC  pro- 
duction except  the  current  generation.  It  focused  on 
two  mainframe  product  lines,  rather  than  four,  and 
reduced  its  catalog  by  over  20, ()()()  items.  Cost-cut- 
ting, rightsizing,  and  flattening  of  the  organization 
are  yet  other  efforts  Unisys  has  made  to  renew 
itself — to  become  a  "fast-cycle  company." 

"We  believe  that  if  you're  going  to  dance  with 
the  customers,  you  have  to  let  them  lead,"  says 
Unruh.  "Custommzmy^  allows  companies  we  serve  to 
be  more  responsive  to  their  current  customers  and 
enables  them  to  attract  and  retain  new  customers.  " 
This  strategy,  which  has  netted  five  consecutive 
ciuarters  of  profit  for  Unisys,  seems  to  be  tailor-made 
for  the  decade  of  the  customer.  "Our  success  will  be 
measured  by  profit  and  customer  satisfaction,  " 
Unruh  said.  "The  better  we  do  with  the  second,  the 
better  we  do  with  the  f^rst.  " 

Avon  Products  is  another  firm  that  owes  its 
revival  to  a  redefinition  of  how  to  create  value  for 
customers.  "Avon  built  its  reputation  by  selling 
high-t]uality  beauty  products  at  reasonable  prices, " 
says  Chairman  antl  CEO  James  E.  Preston.  "So  the 
company's  new  search  for  value  had  to  move  beyond 
price  and  products.  With  more  women  in  the  work- 
place, time-pressed  consumers  had  virtually  lost 
access  to  Avon  protlucts.  Unfortunately,  we  were 
slow  to  see  the  i  m]il  ic<it  ions  of  that  marketplace 
shift, "  notes  Preston. 

In  the  U.S.  alone,  over  10  million  potential  cus- 
tomers had  no  contatt  with  an  Avon  representative. 
Clearly,  the  new  values  Avon  had  to  add  were  access 
and  service.  " 

To  accommodate  the  new  work  force  demo- 
graphics, Avon  has  now  developed  a  flexible  system 
allowing  consumers  to  order  and  receive  products 
when,  where,  anel  how  they  [ilease.  And  the  company 
just  introduced  a  2  t-hour  toll-free  number.  Says 
Preston,  "Judging  by  the  avalanche  of  calls  we've 
received,  this  (jption  is  truly  valued  by  customers 
who  are  juggling  jobs,  families,  and  other  responsi- 
bilities. " 


A  Matter  of  People 

In  this  decade  of  the  value-oriented  consumer,  a 
business  has  to  deliver  world-class  products  and 
services  just  to  be  a  contender.  That's  why 
Joseph  P.  Viviano,  president  of  Hershey  Chocolate 
USA,  insists  that  American  corporations  must  switch 
from  the  "management  of  cjuality  to  the  pursuit  of 
high-c]uality  management. "  In  other  words,  to  deliv- 
er value,  companies  need  to  recruit  and  retain  people 
who  can  lift  business  to  the  next  tier  of 
competitiveness. 

Richard  LeFauve,  president  of  the  Saturn 
Corporation — a  star  performer  in  the  General  Motors 
portfolio — credits  his  company's  enviable  track 
record  to  its  work  force.  Says  LeFauve,  "All  our  peo- 
ple drive  the  business. "  Everyone  at  Saturn  knows  the 
business  plan  and  understands  what  the  company  has 
to  do  to  beat  the  competition.  Moreover,  all  of 
Saturn's  work  force — they're  called  teammates — par- 
ticipate in  decision-making.  "Together,  we  identify 
problems  and  develop  solutions.  That  has  yielded  the 
best  results  tor  Saturn.  Our  people  strategy,  in 
effect,  IS  to  create  6,000  CEOs." 

No  one  has  to  persuade  Ron  Carey  of  the  value 
people  add  to  the  workplace.  As  president  of  the 
Teamsters  Union,  C^arey  speaks  for  over  1.5  million 
members.  "Today,  our  union  is  facing  up  to  the 
tough  task  of  rebuilding  the  nation  and  getting 
Americans  back  to  work.  Our  priority  is  figuring  out 
how  to  compete  in  the  global  economy.  "  To  do  that, 
his  union  is  crafting  new  ideas  and  strategies. 

"What's  good  for  working  people  is  good  for 
America, "  says  Carey.  "We  all  know  the  middle  class 
is  the  source  of  our  country's  economic  strength.  So 
we're  fighting  for  good  jobs  and  seeking  pragmatic 
solutions  at  the  bargaining  tables.  We're  asking 
business  and  government  to  join  us  in  ptirsuing  this 
distinctly  American  strategy." 

Ciovernor  Wilson  believes  such  a  strategy — 
"built  on  a  renewed  relationship  between  the  public 
and  private  sectors "  can,  in  fact,  be  the  engine  of  an 
American  economic  renaissance. 

Senator  Alan  Simpson  of  Wyoming  is  opti- 
mistic about  the  ]-K)tential  ol  that  partnership.  Says 
Simpson,  "We're  at  a  decisive  turning  point  in  our 
history,  and  I  believe  all  Americans,  no  matter  what 
their  political  or  social  agendas,  will  pull  tcjgether  to 
solve  the  C(juntry's  problems.  "  The  corporate  presi- 
dents who  gathered  at  The  I99,'5  Business  Week 
Presidents'  Forum  concurred  that  such  a  partner- 
ship will  define  the  shape  and  direction  of  any  signif- 
icant renewal —  business,  urban,  or  national —  as  the 
LI.S.  renaissance  commences. 
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}N  COLOR  COPIERS 
I A  SPLASH  IN  TEXTILES 


Visitors  to  a  Canon 
Inc.  technology  ex- 
position in  New  York  re- 
cently saw  printers,  copi- 
ers, cameras — and  heaps 
of  vividly  colored  neck- 
ties. No,  Canon  isn't  go- 
ing into  haberdashery.  It 
was  showing  off  a  new 
technique    for  textile 
printing    that  comes 
straight  from  the  world 
of  office  machines.  Can- 
on's computer-driven 
Bubble-Jet  printers  have 
of  micronozzles  that  spit  droplets  of  yellow,  cyan,  ma- 
ind  black  ink.  The  version  for  textiles  works  the  same 
xcept  that  it's  a  two-ton  machine, 
printing  plates  don't  have  to  be  prepared,  Canon  says 
ble-Jet  system  requires  far  less  ink,  labor,  and  setup 
also  produces  small  lots  more  cheaply,  in  finer  detail, 
h  a  wider  range  of  colors  than  current  technology  does, 
jays.  Textile  maker  Kanebo  Ltd.,  Canon's  development 
,  has  exclusive  rights  in  Japan  for  three  years.  Canon 
to  sell  its  first  two  systems  abroad  in  June. 


FICIAL  INTELLIGENCE 
I CHES  IN  AT  THE  FACTORY 


iirrent  engineering  gets  products  to  market  faster:  By 
kling  production  engineering  while  a  gizmo  is  being 
d,  companies  can  cut  development  cycles  by  up  to  40'a  . 
;hers  at  Stevens  Institute  of  Technology  think  automat- 
process  can  compound  the  savings.  "Our  goal  is  to 
time  to  market  another  507c,"  for  a  total  of  70%,  says 
J.  Raveche,  president  of  the  Hoboken  (N.J.)  college. 
:ey  is  artificial  intelligence.  Bankrolled  with  $25  million 
dustry  and  government,  Stevens  is  developing  "smart" 
•e  for  designing  both  products  and  production  methods, 
automated  concurrent  engineering  (ACE),  the  concept 
3  a  trump  card  for  U.  S.  manufacturers.  By  the  time  an 
e  rival  copies  a  new  design,  Raveche  says,  "you'll  be 
vith  the  next  generation,"  because  the  software  helps 
rs  to  stay  focused  on  better  manufacturability  and 
lind  alleys.  Lawrence  A.  Bossidy,  chairman  of  Allied- 
Inc,  says  ACE  could  help  "reinvent  manufacturing"  in 
5.  ACE  is  being  applied  first  to  high-performance  plastic 
s  made  by  injection  molding,  such  as  aircraft  parts. 


r  r  GIVES  MAGNETIC  DISKS 
I  W  ATTRACTIVENESS 


<ers  of  computer  hard-disk  drives  know  what  it's  like  to 
trapped  in  the  middle.  On  one  side,  personal-computer 
arc  demanding  more  storage  capacity.  On  the  other,  PC 
ars  are  creating  pressure  to  cut  manufacturing  costs, 
iilf,  advances  in  optical  recording  techniques  threaten 
aside  magnetic  storage,  today's  top  technology, 
lur  22,  Sony  Corp.  announced  what  it  sees  as  the 
;  rethink  the  precepts  of  magnetic-disk  drives.  The 


company  unveiled  a  unique  2.5-inch  drive  that  stores  200  mil- 
lion bytes  (about  190  megabytes)  of  data  and  can  be  manufac- 
tured far  more  cheaply  than  conventional  drives.  The  secret 
comes  from  applying  the  lessons  learned  from  stamping  audio 
CDS.  Instead  of  a  conventional  hard  disk,  which  is  flat  and 
smooth,  Sony  created  an  uneven  surface,  with  special  grooves 
cut  through  the  tracks  to  help  guide  the  magnetic  recording 
head.  This  eliminates  a  laborious  manufacturing  step  and  also 
enables  Sony  to  pack  the  tracks  more  closely  together.  Manag- 
ing Director  Senri  Miyaoka  says  the  comjjany  has  applied  for 
more  than  100  patents  on  the  new  approach.  The  first  disk 
drives  could  roll  out  as  early  as  1995,  for  less  than  $350. 


THE  LACK  OF  SYMPTOMS  DOESN'T 
REFLECT  AIDS'  EARLY  STRENGTH 


One  of  the  great  puzzles  of  aids  is  why  the  disease  usually 
takes  years  to  develop.  During  the  long  period  between 
initial  exposure  to  the  HIV  virus  and  the  first  symptoms,  scien- 
tists have  detected  only  small  amounts  of  the  virus  in  the 
blood.  This  suggested  that  the  infection  exists  at  a  low,  latent 
level  before  it  flares  up. 

But  two  new  studies  reported  in  the  Mar.  25  issue  of  Nature 
overturn  this  theory.  Researchers  at  the  University  of  Minne- 
sota at  Minneapolis,  the  National  Institutes  of  Health,  and 
other  institutions  have  found  massive  amounts  of  the  virus 
present  during  the  early,  symptomless  stage  of  the  disease. 
Up  to  25%  of  the  cells  in  the  lymph  nodes  are  infected  with  the 
virus,  reports  the  team  led  by  Minnesota's  Ashley  T.  Haase. 

The  results  raise  questions  about  current  treatment.  If  so 
many  immune-system  cells  are  infected,  drugs  that  are  typical- 
ly given  later  may  not  control  the  disease.  The  findings  sug- 
gest that  drugs  should  be  started  as  soon  as  the  infection  is 
discovered.  That  "might  reduce  the  amount  of  virus  later," 
says  oncologist  Howard  M.  Temin  of  the  University  of  Wiscon- 
sin, who  co-authored  an  analysis  of  the  studies  in  Nature. 


FITTING  HOLLYWOOD  EPICS 
ON  A  CREDIT-CARD-SIZE  GIZMO 


Scanning  tunneling 
microscopes  (STMs), 
invented  in  1981,  let  sci- 
entists rearrange  atoms 
on  a  substrate.  By  the 
late  1980s,  some  labs 
were  lining  up  atoms  to 
spell  out  corporate  log- 
os. For  the  Japanese,  it 
was  more  than  a  frivo- 
lous exercise:  In  March, 
collaborators  at  the  Uni- 
versity of  Osaka  Prefec- 
ture and  Ion  Engineer- 
ing Research  Institute 
Corp.  in  Osaka  demonstrated  that  STMs  could  create  a  new 
recording  technology  that  packs  up  to  three  hours  of  color 
motion  pictures  on  a  device  the  size  of  a  credit  card. 

The  STMs  open  up  tiny  holes  on  an  arsenic-selenide  film 
deposited  on  graphite.  A  separate  probe  interprets  the  pres- 
ence or  absence  of  the  holes  as  digital  sequences  of  zeros  and 
ones  that  a  computer  can  translate  as  data,  music,  or  images. 
Since  the  holes  are  far  smaller  than  the  pits  on  audio  CDs  and 
CD-ROM  disks — ^just  79  billionths  of  an  inch — more  information 
can  be  crammed  in  a  smaller  space.  The  researchers  aim  to 
have  a  prototype  by  mid-decade. 
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CABLE  TV  DESCRAIVIBLERS 


•  Special  prices'  •  Compare  Our  Low  Retail 
Pnces'  •  Orders  From  Slocl(  Stiipped  Immediatelyi 
•  Guaranteed  Warranties  &  Prices! 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO  ,  INC. 
73257i  Reseda,  Dept.  865  Reseda,  CA  91335 
For  catalog,  orders  &  inio    1  -800-345-8927 


CABLE  TV  DESCRAMB! 

CONVERTERS,  ACCESS)! 

Name  Brands,  Lowest  Pnces.  Best  i 
For  FREE  16-page  color  cataloi 

CABLE  READY laQO)  234-1 
COMPANY    I*'*'*';  '•^^ 


Businesses  ■  Clubs  "  Associations  ■  Events 


J  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
;X:  (3121337-5633  OR  WRITE 


istment  Opportunities 


I  «NAME  STOCKS 
i  INLOAD  NOW: 


Performance 
of  all  NYSE 
inlily  close  to 
mely  vulnera- 
s  (rated  8  or 
uding  some 
)us  names — 
ielieve  could 
)atti'  at  any 
,  some  potent 
JIdates 


MARTIN  ZWEIG 


ings— which  also  cover  nearly 
;x  and  OTC  stocks— run  from  1 
%)  down  to  9  (the  worst  5%)  for 
)rice  performance  in  the  next  6  to 
s.  Since  these  monthly-updated 
gan  in  1976,  stocks  rated  1  have 
4662,4%  vs.  only  10  0%  tor 
ed  9,  (Past  results  are  no  guaran- 
re  results) 
u]  'ou  to  start  at  once  receiving  my 
ol  ice  Ratings,  and  receive  a  gift 
n  y  book,  "Winning  on  Wall  Street" 
I  I).  Time  is  crucial-  Act  now. 
I  'hree-Montti  Trial  $45 
I  ne  Year  $205.  Visa/MC 
100-535-9649  Ext.  9026 

H  G  PERFORMANCE 
mNGS  REPORT 

.'  2900.  Wantagh,  NY  11793-0926 


;l  /EN  LETTERS 
I  STMENT  GUIDE©1 

Vritten  by  Clarence  Wolf.  Jr  . 
►  years  with  a  major  NYSE 
;  'fn,  now  a  Registered 

nvestment Advisor  Contains 
I  ters  relating  to  Investing  plus 
'ary  ol  Financial  Terms. 

SENDCHBCKOR 
MONEY  ORDER 

Add  $195  Postage  i  Hand/119 


')5 


jiilully  packaged  cassette 
'■0  Mailable  @  $9  95) 

t:  ViSAaccepled-  1-800-345-5609 
en  Letters  Corp.,  Dept.  BW 
illAvenue,  #800,  Miami,  FL  331 31 


ssified  Advertisers 


T  kYS  TO  ADVERTISE 
^  IE  BUSINESS  WEEK 
1ARKET-PLACE 

I  The  Business  Week 
ej  t-Place  Section  is  a 
)'  I  advertising  feature 
;  ring  in  the  first  issue 
h  month.  The  Market- 
c  provides  an  ideal 
t  case'  for  advertisers 
h  ave  products  or  ser- 
:  that  appeal  to  Busi- 
i.-  Veek's  more  than  6.8 
il;  responsive  readers. 

I,  rates  and  information 
write: 
iUSINESSWEEK 
,  MRKET-PLACE 
C  ast  Ohio  St.,  Suite  632 
Chicago,  IL  60611 
call  (31 2)  337-3090 
,  -AX  (31 2)  337-5633 


BUSINESS 


WEEK 


MARKEtPLACe 


BUSINESS  WEEK  MARKET-PIACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061  1 


Healtti/Fitness 


Executive  BackChair 


Enginecrtd  for 
OLstomized  Drthopcdic 
support  to  prevent 
rtlifvc  back  pain. 

•  I'bi^varcl-Iili 
feature 

•Ad|uslal)lc 
nct  k  rest 

•  ikiill  in  .i(.l|ust.il)i(.- 
luinlxir  support 


Til  I'll  nulii  hliKils  from  S'2"  up  lo  6'6 


BackSaver  cau  i-800-25i-2225 

  fax  24  hr*.  1-8O0-44.V9609 

5.^  Jeffrey  .\vc..  BWT.  HoUislon,  .\U  01746 


FREE  CATALOG 


New  Hearing  Aids 

.  ^*  All  (Models  •  Huge  Savings 
^     VP  •  No  Salesman  Will  Call 


Try  Before  You  Buy! 

Write:  BeNei  Hearing.  20289  2n(l  Si ,  Bfookpon,  IL  62910 

1-800-255-8885 


Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  lor  men  wtio  need 
It.  Excellent  variety, 
styling  and  quality. 
Send  for  FRE" 
CATALOG 


Tlie  Widest  Selection  ol  the  Widest  Shoes  Anywhere' 


HITCHCOCK  SHOES,  INC 

Dept.  .S.S  I)  1  linaliani.  .MA  02043 


Corporate  Gifts 


CASINO-STYLE  POKER  GAMES 


Retail  sales  for  your  home  or  business. 
Full  19"  color  screens  set  in  upnght 
Las  Vegas  style  cabinets.  Several  game 
options!  Warrantied.  Send  for  brochure 
and  game  assortment: 

Billiard  &  Games  Etc.,  Inc. 
4155  E.  Harry,  Wichita  Mall 
Wichita,  KS  67218 
316/682-0311 


Executive  Gifts 


The  catalog  is  free... 
the  ideas  are  priceless! 

M  pa^es  filled  with  nvcr  2(M)  innovaiive  business 
gifls  and  persiinal  mulivaljonal  lools  lo  help  promoie 
Quality.  Service,  Teamwork  and  Excellence  in 
your  Lompany  and  lor  yourself 
For  a  tree  laialog  please  tall 

800/847-8144     dfh  «bw4i 

Successories" 


Jewelry 


WANTED 

ROLEX  •  DAYTONA 
COSMOGRAPH 
'     Paying  up  lo  $3000 
■)  Need  Nol  Be  Running 

PHIL  HODSON  i  ASSOC. 

Box  820428 
■2112       Ft  Wortti,  TX  76182 


Corporate  Gifts 


100%  Cotton/Your  Logo!  — 
Buy  Factory  Direct  and  Save 


At  the  Queent.bori)  Shirt  Cumpyny,  vvc  don't  Ju^t  make  our  own 
.shirt.s,  we  make  our  own  cloth!  You  buy  direct,  ^c't  a  better  ^.hirt, 
and  .save.  Special  New  Customer  Trial  Offer:  6  shirts,  $179.  For  a 
color  catalog  and  more  info  caU: 

1-800-847-4478        fax  1^718-782-4614 
The  Queensboro  Shirt  Company 
Dept  BW34,80  N  5th  Street,  Williamsburj^,  NY  11211 


CEUBRATI 

AN  ANNIVER^RY 

COMMEMO^TE 

A  TOURNAM^T 

RECO0^IZE 

A  CONTRIBUTION 

 d.  — 

/ 

CUSTOnMnADf, 

TUS 
SCARVES 
CRESTS 


nn 


NECKWEAR 
Stamford,  CT 


(800)252.5966 
)322.4142,  FAX: (203) 329-7849 


BUILD  TEAM  SPIRIT 


CUSTOM  DESIGt\lED 
PINSFROIVI  YOUR  LOGO 

FREE  PINS 

WITH  YOUR  ORDER 


FAX  YOUR  LOGO  TO  (213)  962-0594 


Art/Collectibles 


World's  Largest  Bronze  Supplier 

FREDERIC  REMINGTON 

BRONZE  COLLECTION 

BRONCO 
BUSTER 

"Lost  wax  casting" 

Henry  Bonnard 

Bronze  Co. 
AND  Associates 

4305  S,  Higtiway  17-92 
Casseiberry,  FL  32707 

407/339-9103  •  1-800/521-3179 

Call  or  Write  for  Catalog 

Marble  bases  and  shpg  &  hdlg.  additional 


.CORPORATIi 

Hes 

(150  pc.  minimuni) 
'Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 


Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 


Outside  ME 
SnO-9621526 


TEL:  207-326-9179 
FAX:  207-326-9080 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDA  YLOW  PRICES  ON. . . 


IMPRINTED 
COFFEE 
MUGS  AS 
i-OIA/  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS  -<■. 
AS  LOW  AS 

$2.69 


EMBROIDERED 

CAPS  AS 
LOW  AS 

$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 
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Investing 


CRACKING  YOUR 

NEST  EGG— IF  YOU  MUST 


It's  your  money.  You've 
l)een  saving  it  for  years, 
watching  it  grow  into  a 
tidy  pile.  Now.  you  need  to 
get  hold  of  a  few  thousand 
dollars  to  put  a  downpaynient 
on  a  house.  But  it  turns  out 
your  l)eautiful  cash  hoard  is 
virtually  off-limits. 

They  don't  call  them  tax- 
([ualified  retirement  jjlans  for 
nothing.  Invented  by  Uncle 
Sam  in  the  1970s  to  shift  the 
financial  ljurden  of  Amer- 
icans" old  age  from  gov- 
ernment and  companies 
to  individuals,  such  jjlans 
offer  generous  tax  incen- 
tives to  put  money  aside 
for  retirement.  Your  con- 
tributions reduce  your 
taxable  income,  and  eve- 
ry i)enny  you  earn  on 
them  is  tax-exempt  until 
you  take  distribution. 
The  catch:  Using  the 
money  for  anything  hut 
retirement  is  subject  to 
strict  rules  at  best  and 
stiff  penalties  at  worst. 

That's  l)ecause  the 
laws  governing  such 
plans,  whether  in  the 
Internal  Revenue  Service 
code  or  the  Emi)loyi  ' 
Retirement  Income  S( 
curity  Act  (ERISA),  wei^ 
uTitten  to  discourage  you 
from  raiding  your  nest 
egg.  You  can't  even  use 
tax-cjualified  accounts  in 
secure  a  personal  loan. 
"The  big  no-no  is  dimin- 
ishing your  retirement 
account."  says  Monica  Thomp- 
son, a  l)enefits  consultant  at 
Hewitt  Associates. 
LAST  RESORT.  There  are  ways 
to  get  around  the  restrictions 
when  you're  strapped  for 
cash.  But  even  when  you  can. 
you  should  think  of  most  ijual- 
ified  plans  as  lenders  of  last 
resort.  Tax-free  compounding 
is  such  an  effective  route  to 
future  security  that  a  small 


amount  taken  from  the  kitty 
today  can  make  a  huge  dif- 
ference in  your  lialance  at 
retirement. 

Company-sponsored  4011  k  I 
plans  have  become  the  most 
popular  qualified  savings  ac- 
counts for  retirement.  Typi- 
cally. emi)loyees  contribute 
through  pretax  payroll  deduc- 
tions, and  employers  match 
part  or  all  f)f  those  contrilni- 
tions.  Y'ou  mav  invest  voiu- 


than  other  types  of  qualified 
accounts— even  though  there's 
no  law  requiring  them  to  do 
so.  "Spon.sors  stress  the  flex- 
ibility of  borrowing  provisions 
so  employees  don't  feel  like 
they're  tying  up  their  money 
for  40  years."  says  Michael 
Scarliorough,  president  of  the 
Scarl)orough  Group  in  Annap- 
olis. Md.,  a  401(kl  consultant 
whose  clients  include  General 
Motors  and  AT&T.  And  recent 


trative  hassle  of  I' 
amounts  under  $.5(ii 
must  repay  the  loan  : 
quarterly,  thi'ough  pa,\ 
ductions,  within  five  ■ 
unless  you  have  borro 
buy  a  primary  residi 
which  case  the  ter: 
stretch  to  30  years.  A 
loan  must  be  amortize 
cannot  create  a  "balloe 
l)y  paying  interest  on 
leaving  the  principal 


account  in  any  of  several 
funds,  which  usually  include 
fixed-income,  stock,  and  mon- 
ey-market funds.  The  funds 
are  managed  by  an  outside 
plan  administrator. 

To  encourage  employee 
l)articipation  in  401(kl  plans, 
nearly  70%  of  companies  of- 
fering them  include  loan  pro- 
visions that  make  the  ac- 
counts somewhat  more  liquid 


surveys  show  that  20%  to 
25%.  of  participants  borrow 
from  their  plans. 

But  while  ERISA  doesn't 
force  companies  to  allow 
4011  k  I  loans,  it  sets  parame- 
ters for  those  that  do.  You 
may  borrow  half  your  vested 
account  balance,  up  to  a  max- 
imum of  S.50,000.  The  law  im- 
poses no  minimum,  but  few 
companies  want  the  adminis- 


meiit  until  the  end  of  tU 
term.  Companies  must  i 
market  interest  rates.  || 
a  point  or  two  above  i 
Your  rate  is  normall\| 
until  the  loan  is  repaid  ' 

Borrowing  from  a 
plan  can  be  an  attract 
tion.  Nobody  checks 
credit  history,  and  vei 
companies  charge  appi 
fees.  The  interest  is  i 
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i  ou  pay  it  to  yourself, 
I  )ur  account  balance 
I  collateral.  In  most  cas- 

I  can  even  keep  con- 
)  to  your  plan— and 
1  nu  comi)any-match 

-while   the   loan  is 

all,  as  long  as  you 
giving  regularly  to 
\  make  all  your  loan 
on  time,  and  the 
11  the  loan  matches 
the  rate  your  ac- 
ild  have  been  earn- 
ly,  there  will  be  no 
-iity  cost.  In  other 
■i  \  ( )u  will  not  lose  any 
i    \\  hen  the  loan  is  paid 
only  difference  is  if 
1  interest  rate  is  less 
'  ':;it  your  account  is 
(lu  would  be  a  little 
I    the   end,"  says 
a,  managing  direc- 


I 


/illiam  M.  Mercer  Inc., 
ts  consulting  firm, 
ning  that's  not  a  prob- 
vevei',  there's  another 
lot  to  jump  automati- 
[o  a  401(k)  loan.  Un- 
u  tap  your  aftertax 
hing  account  to  make 
tment  or  actually  take 
lortgage,  you  cannot 
your  interest  pay- 
And  when  you  retire 


and  receive  that  money,  the 
IKS  will  get  a  cut.  That's  be- 
cause the  money  you  use 
to  repay  your  loan,  unlike 
401(k)  contributions,  is  after- 
tax dollars. 

Where  should  you  look  in- 
stead? "If  you  can  take  out  a 
home-equity  loan,"  says  Scar- 
borough, "do  that  and  write 
off  the  interest."  After  the  tax 
deduction,  a  home-equity  loan 
at  8%  interest  has  a  net  cost 
of  about  5%,  Scarborough 
notes.  "Obviously,  your  401(k) 
plan  is  earning  more  than 
that."  Similarly,  investors  who 
want  to  act  on  a  hot  tip 
would  be  better  off  paying 
their  brokers  margin  interest, 
because  that's  also  tax-deduct- 
ible—and averages  only  6%. 
Credit  cards,  with  their  non- 
deductible interest  and  dou- 
ble-digit interest  rates,  are 
clearly  a  poor  choice. 
BARBED  WIRE.    If  your 
4(Jl(k)  doesn't  have  loan 
provisions,    the  conse- 
quences of  raiding  it  are 
dire.  Here,  the  rules  are 
the  same  as  for  individu- 
al retirement  accounts, 
Keoghs,  and  simplified 
employee  pensions  (SEPs), 
all  of  which  are  festooned 
with  the  iRS's  version  of 
barbed   wire:  Without 
loan    allowances,  your 
only  alternative  is  early 
distribution,  complete 
with  federal  and  state 
taxes  plus  a  10%  penalty 
if  you're  younger  than 
59'/. 

Companies  must  re- 
(luire   that   you  prove 
hardship  before  you  can 
take  early  distribution 
from  a  401(k).  Under  the 
most  commonly  used  def- 
inition of  hardship,  you 
must  show  that  you  have 
exhausted  all  other  bor- 
rowing possibilities,  and 
you  may  use  the  distri- 
bution for  only  four  reasons: 
to  buy  a  primary  residence, 
to  i:)ay  for  postsecondary  edu- 
cation, to  meet  necessary 
medical  expenses,  or  to  fore- 
stall eviction  from  or  foreclo- 
sure on  your  home.  On  top  of 
having  to  pay  income  taxes 
and  the  penalty,  you're  baiTed 
from  contributing  to  your  ac- 
count for  a  year.  And  if  you 
take  out  a  significant  amount. 


the  annual  maximum  you  can 
contribute  to  qualified  plans, 
currently  $8,994,  means  you 
may  never  make  up  the 
difference. 

The  government  doesn't 
care  whether  you  prove  hard- 
ship or  not  in  assessing  the 
10%  penalty.  With  401(k)s,  the 
penalty  is  waived  only  in  cas- 
es of  death,  disability,  termi- 
nation of  employment  after 


may  be  able  to  take  advan- 
tage of  the  rollover  provision. 
You  can  take  money  out  of  an 
IRA  with  no  taxes  or  penalty, 
provided  that  you  replace 
the  funds  within  60  days.  And 
people  with  large  retirement- 
account  balances  who  are  des- 
perate for  regular  income  can 
take  the  equivalent  of  early 
retirement:  They  may  start 
getting  distributions  at  any 


THE  COST  OF  RETIREMENT  RAIDING 

A  40-year-old  has  $50,000  in  a  401  (k)  plan  and  needs 
$20,000  to  pay  college  tuition  bills.  The  following  illustrates 
the  consequences  of  borrowing  from  the  plan  and  of  taking  a 
hardship  withdrawal.  We  assume  the  participant  is  in  the  31  % 
tax  bracket,  and  the  plan  shows  an  average  annual  return  of 
7%,  compounded  monthly. 


401  (k)  loan 

Withdrawal 

BEGINNING  BALANCE 

550,000 

S50,000 

CASH  WITHDRAWN 

20,000 

33,898* 

NEW  BALANCE 

30,000 

16,102 

MONTHLY  LOAN  PAYMENT" 

396.02 

0 

MONTHLY  SAVINGSt 

0 

396.02 

BALANCE  AT  AGE  45 

70,881 

49,642 

BALANCE  AT  AGE  65 

286,271 

162,508 

AFTERTAX  BALANCE  AT  AGE  65 

197,527 

133,929 

BALANCE  IF  PLAN  HAD  BEEN  LEFT  INTACT 

197,527 

197,527 

REDUCTION  IN  RETIREMENT  SAVINGS 

0 

63,598 

■Cash  needed  plus  S3,390  for  early  withdrawal  penalty  and  510,508  in  federal  taxes 
"Loon  rote:  IX  compounded  monthly  over  hve  years 

■fit  is  assumed  the  porticipont  will  deposit  this  sum  for  five  years  into  o  toxoble  savings  account  yielding 
7%  compounded  monthly 

DATA:  WItLIAMM  MERCER  INC 


age  55,  medical  expenses  to 
the  extent  that  they  qualify 
under  the  iRs's  deductible 
medical-expense  rules,  and 
distributions  to  a  spouse  un- 
der a  divorce  decree.  For 
iRAs,  even  termination  of  em- 
ployment, medical  expenses, 
and  divorce  cases  won't  cut 
it.  "Hardship  distributions  are 
a  disaster,"  says  Alan  Nadel, 
a  partner  at  Arthur  Ander- 
sen in  New  York.  "You're  not 
supposed  to  think  of  these  ac- 
counts as  short-term  savings 
plans." 

Deft  borrowers  with  IRAs 


Disability  CAN 

SPARE  YOU  THE  10% 
PENALTY  TAX  ON 
401(k}WITHDRAW4LS 


age  without  the  10%  penal- 
ty—if they  receive  sul:)stan- 
tially  equal  periodic  payments. 
Essentially,  that  means  you 
are  turning  your  IRA  into  an 
annuity. 

For  sponsors  of  4()l(k) 
plans,  deciding  whether  to  of- 
fer lr)an  provisions  is  often  dif- 
ficult. Young  people  are  legit- 
imately fearful  of  locking  up 
their  money  for  decades  and 
may  avoid  the  plans  if  they 
can't  borrow.  But  not  joining 
a  401(k|  plan  is  far  worse 
than  joining  it  and  tapping  it 
for  a  loan.  Says  Richard  Pal- 
lan,  chief  of  defined-contribu- 
tion  plans  at  Putnam  Cos.: 
"You  have  to  say,  'There's  li- 
quidity, but  I  don't  really 
want  you  to  use  it.' "  For  sav- 
ers, it's  a  matter  of  learning 
to  think  of  qualified  plans  as 
the  pot  at  the  end  of  a  long, 
long  rainbow.     Joan  Warner 
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Autos 


A  STATELY 
SEDAN  WITH  A 
WILD  STREAK 


The  Next  Lexus.  That's 
al)()ut  all  the  TV  ads  say 
al)out  the  fifth  model  to 
emerge  fnjm  Toyota's  luxury- 
car  division.  What  the  ads 
don't  say  is  that  the  new 
GS800  is  a  different  kind  of 
Lexus,  a  cross  between  the 
carmaker's  sporty  coupes  and 
its  stately  sedans.  It's  aimed 
at  okler  bahy  l)Oomers  who 
might  prefer  a  high-perfor- 
mance coupe  l)ut  who  woukl 
rather  not  go  through  the 
contortions  that  are  needed 
to  install  a  baby  seat  in  the 
tight  rear  nuarters  of  a  two- 
dooi-  cai'. 

With  its  high  tail  end  and 
bubblelike  roof  line,  the  GS300 
doesn't  look  like  a  Lexus. 
Once  inside,  however,  there's 
no  mistaking  its  pedigree.  The 
ergonomics,  including  the  ai'- 


ENGIN 
ACTUALLY 
BE  HEARD 


rangement  of  controls,  are 
perfect.  Walnut  inlays  on  the 
doors  and  center  console,^  plus 
optional  leather  upholstery 
and  trim  ($1,;30()),  endow  the 
GS300  with  the  same  rich, 
comfortable  look 
and  feel  of  the  larg- 
er, more  expensive 
LS4()0  sedan.  Dual 
air  bags  and  anti- 
lock  brakes  are 
standard,  as  are 
automatic  seat-belt 
tensioners,  which 
trigger  in  collisions 
to  cinch  the  front 
belts  tight. 

TIGHT  STEERING.  ()l)tions  in- 
clude a  moon  roof  ($900)  and, 
for  cold  climates,  heated  fi'ont 
seats  and  a  traction-control 
system  ($L600)  to  help  pre- 
vent skids.  For  about  $2,000 
more,  you  can  get  a  cellular 
phone  in  the  center  console 
that  can  respond  to  20  voice 
commands,  such  as  "call 
home."  It  snaps  out  to  l)ecome 
a  portable  phone  that  fits  in 
your  pocket. 

What's  missing  is  the  tomb- 
like silence  and  isolation  from 
road  vil)ration  of  the  other 


In  this 
lexus,  the 


Lexus  four-doors.  This  one  is 
clearly  sportier.  Crank  on  the 
engine,  a  V-6  borrowed  from 
the  SC300  coupe,  and  you  can 
actually  hear  it.  Steering  is 
tighter  and  more  agile  than 
in  the  earlier  se- 
dans. The  four-speed 
automatic  transmis- 


The  GS.300  is  price(j 
a  gap  opened  up  l)y  th( 
ing   sticker  spiral 
LS400.  The  GS300  is 
at  $37,500-more  tht 
LS400's  price  when  it 
troduced  SVi  years  aj 
$9,500  less  than  the  ( 
version.  At  a  slight  pr 


sion  supplies  the  same  li;<rel> 
perceptil)le  shifts  that  it  does 
in  the  LS400.  A  bothersome 
difference:  The  high  rear  end 
and  the  wide  pillars  for  the 
l)ack  window  sharply  reduce 
the  visibility. 


Lo  ihe  .ViHira  Lr,i;i  lid 
Infiniti  J30  but  well  bi-l 
similarly  sized,  sport  i( 
cedes  300E  and  BMW  ■> 
the  GS300  returns  L( 
the  middle  of  the  Ium 
market.       Lorvii  Ai  /. 


Wrap  accounts  have 
been  a  jackpot  for  the 
brokerage  industry,  generat- 
ing as  much  as  $750  million 
in  total  fees— largely  during 
the  past  two  years.  These  ac- 
counts offer  the  convenience 
of  "wrapping"  all  the  costs  of 
managing  your  money  into 
one  flat  fee— typically  3%  of 
the  value  of  the  assets  in 
your  portfolio.  For  that  sum, 
your  broker  is  supposed  to 
find  top-notch  professional 
money  managers,  monitor 
their  performance,  and  pay 
all  commissions  for  buying 
and  selling  securities.  It 
sounds  like  a  good  deal,  ex- 
cept for  one  thing.  As 
James  Demmert,  a  part- 
ner at  Belvedere  Group 
in  Belvedere,  Calif.,  puts 
it:  "Why  are  the  fees  on 
wi'ap  accounts  that  high? 
It's  something  every 
client  should  be  asking." 

So  many  investors 
have  been  asking  the 
question  that  several 
lower-priced  options 
have  cro])ped  u]i.  Belve- 
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Smart  Money 

FINDING  A  CUT-RATE 
WRAP  ACCOUNT 


dere,  lor  example,  is  one 
of  a  few  money-management 
firms  providing  cut-rate  wrap 
accounts  through  discount 
broker  Charles  Schwab.  Ti-a- 
ditional  wrap  fees  compen- 
sate both  the  broker  and 
the  money  managers,  i)ut 
Schwab  has  little  direct  in- 
volvement in  overseeing  your 
account.  Bv  taking  the  l)ro- 


A  SAMPLE  OF  WRAP  FEES 


Fee  schedule  lor  Merrill 

Lynch's  Consults  Service 

Assets  under 

Fee* 

Percent  paid  to 

management  (millions) 

investment  manager 

$0-0.5 

3.00% 

0.75% 

0.5-10 

2.75 

0.75 

10-2.5 

2.50 

0.75 

2.5-5.0 

2.25 

0.75 

5.0-10.0 

2.00 

0.50 

10.0  and  over 

175 

0.50 

'For  equity  and  balanced  accounts 

DATA:  BUSINESSWEEK 

ker's  cut  out  of  the  eciuation, 
the  fee  for  its  Asset  Based 
Pricing  service  runs  fi'om  1% 
to  2%,  depending  upon  the 
commission  costs  of  the  mon- 
ey manager.  Belvedere  re- 
ciuires  a  minimum  of  $1(X),000 
and  a  1%  fee. 

SHOP  AROUND.  Another  dis- 
count broker,  FideHty  Invest- 
ments, has  launched  a  more 
limited  version  of  the 
wrap  account,  called 
Portfolio  Advisory  Ser- 
vices. For  1%  on  the 
first  $100,000  in  assets, 
going  down  to  0.25%  on 
assets  over  $2  million, 
an  account  executive 
will  choose  and  monitor 
a  i)ortfolio  of  Fidelity's 
own  mutual  funds  for 
you.  The  flat  charge, 
however,  doesn't  include 


mutual-fund  fees,  whi< 
erage  about  L3%  for  a  I 
ty  funds.  And  you  w 
l)e  getting  a  person;]' 
tionship  with  your  ow 
ey  manager  whom  ,\ 
call  up  and  speak  \ 
service  that's  included  i 
er  wrap  accounts. 

Even  the  more  ex  pi 
wrap-providers  are  g  ; 
more  flexible  about  pi 
While  brokerages  su 
Merrill  Lynch  already 
their  fees  on  a  sliding 
chai'ging  lower  rates  or 
er  portfolio  balances,  i 
be  possible  to  negotiat 
ter  deals.  This  is  esp< 
true  if  you  are  doing 
tional  business  with  the 
although  you  may  alsi 
ceed  in  gaining  levera 
threatening  to  shop  yo 
count  around.  Albert 
a  New  York  money  rt 
er,  recommends  that  yc 
for  a  discount  of  half  : 
centage  jioint  off  the  : 
fee.  Then,  he  says,  pe 
you'll  get  something 
less  than  that.  Leah 


PERSONA 


Ihis  part  keeps  our  copiers  running, 
even  during  power  outages. 

When  the  Lanier  name  is  on  it,  there's  a  total  commitment  behind 
It.  And  we  demonstrated  it  when  Hurncane  Iniki  pounded  the  ^line^/v/a-yeari 
Hawaiian  island  of  Kauai,  causing  a  power  outage.  Our 

Kauai  branch  manager  immediately  brought  m  generators  from 
California  and  opened  his  doors  tor  iree  copying  seiAaces.  Vital  busi- 
nesses kept  operating  because  of  a  copier  company  with  a  pliifosophy  allied 
Customer  Vision®  It  starts  with  the  copiers  that  won  the  Buyers  Laboratory  award 
for  ''Most  Outstanding  Copier  Line"  of  1992.  And  until  all  of  your  needs  are  met, 
well  stop  at  nothing.  Not  even  a  hurncane.  To  order  this  part,  call  1-800-852-2679. 

THIS   COPIER   PART       lAlbl^flY      NEVER  BREAKS  DC^WN. 


r  HARRIS  Lanier  Worldwide,  Inc. 
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of  municipal  Ijond  resea 
Greenwich  Partners 
are  "very  strong"  be 
they're  backed  by  tax 
registrations,  licenses, 
gasoHne. 

New  Jersey  has  weai 
along  with  its  region,  a 
general-obligation  bond^ 
l)een  downgraded, 
Aaa/AAA  to  Aal/AA+ 
it  has  a  high-income 
says  Sitzer,  and  "strong 
nomic  diversification."  H( 
New  Jersey  Turnpike  A 
ity  l)onds  because  the 
way  is  crucial  to  the  ^ 
cast  transportation  corr 
BOMB  FACTOR.  Taxpayt 
both  New  Jersey  and 
York  can  benefit  from 
Authority  of  New  Yorl 
New  Jersey  bonds,  whic 
yielding  5.65%.  These 
triple-exempt  in  New 
and  doul)le-exempt  in 
Jersey.  DU's  Fish  likes 
even  though  their  r; 
could  suffer  as  a  resul 
al>ilities  from  the  bomh 
the  World  Ti-ade  Centci 
he  says  rating  agencii 
confident  insurance  will 
the  damage.  And  thr 
Authority  has  two  ye; 
[principal  and  interest,  a: 
as  Itridge,  tunnel,  and  a 
fees,  l)acking  the  bonds. 

Illinois  residents  migh 
at  two  creditworthy  li 
says  Robert  Froelich, 
tor  of  muni  research  ai 
Kampen    Merritt:    ( >! 
International  Airport,  ; 
cal  hub,  and  Metropolitail 
Exposition  Authority, 
while,  Florida  has  two  ;i 
tive  utility  bonds:  from 


W 


hell  President  Clin- 
ton's tax  bite 
comes,  it  will  sink 
deepest  into  high-income  earn- 
ers. Investing  in  municipal 
bonds  issued  by  your  own 
state  or  city  can  exempt  you 
not  just  from  federal  taxes 
but  from  local  levies  as  well. 
Even  in  such  battered  states 
as  California  and  Connecticut, 
munis  can  be  a  secure  bet. 

Low  interest  rates  are 
making  it  desirable  for  mu- 
nicipalities to  issue  huge  num- 
bers of  bonds  this  year.  To 
atti'act  investors  to  this  over- 
supply,  issuers  are  offering 
fairly  high  yields— about  6%. 
To  get  that  return  on  a  tax- 
able investment,  you'd  need 
one  paying  8.7%— which  coukl 
mean  taking  considerable  risk. 
With  munis,  however,  the  risk 
of  default  is  extremely  low: 
less  than  0.5%.  Moiv  common- 
ly, bonfls  get  downgrafled, 
causing  their  market  prices 
to  drop.  I!ut  that  would  af* 
feet  \'ou  only  if  you  had  to 
sell.  And  if  the  bonds  are 
highly  rated  to  begin  with, 
the  tax  advantages  might  still 
outweigh  such  a  risk. 
STiLt  SOUND.  Clinton's  plan 
calls  for  hiking  the  top  fedei'- 
al  rate  on  married  couples 
with  $140, ()()()  in  income  to 
36%,  from  :]!%.  Those  mak- 
ing $2.50,000  or  more  would 
{)ay  89.6%.  In  New  York  and 
California— two  states  with 
high  taxes  and  many  high-in- 
come earners— the  sting  will 
be  worse.  In  San  Francisco, 
the  triple  tax  will  jack  up  the 
top  rate  to  more  than  .50%.— 
making  the  in-state  muni 
more  valuable  than  evei'. 

When  shop]iing  for 
buys,  realize  that 
even  in  states  with 
major  fiscal  woes, 
many  munis  are  safe. 
A  lot  of  issues  are  in- 
sui'ed  aiul  thus  rated 
AAA  by  Moody's  In- 
\'estors  Services  and 
Standard  &  Poor's. 
AA  and  A  ratings  can 
be  just '  as  sound  if 
you  study  the  undei'- 
lying  funflamentals. 
says  James  Cooner, 
bond  manager  at 
Bank  of  New  York. 

Another  option  is 
to  invest  in  single- 


Investing 

HOW  MUNIS  CAN  SOOTHE 
THE  STING  OF  CLINTONOMICS 


state,  muni  mutual  fluids. 
These  provide  double  and 
triple  exemption  along  with 
diversification,  liquidity,  and 
pi'ofessional  management.  For 
example.  Franklin  Group's 
California  fund,  says  Th(mias 
Ki-nny,  manager  of  muni  re- 
search, yields  (i.1%.,  or  a  top 
in-state  tax-eciuivalent  10.25%. 

In  states  with  a  high  con- 
centration of  affluent  taxjtay- 
ers,  there  are  numerous  indi- 
vidual bonds  that  look  good. 
California's  crippled  economy 
has  pushed  its  rating  from 
Aaa/AAA  in  1991  to  Aa/A-^, 
says  William  Fish,  an  analyst 


at  Donaldson,  Lufkin  &  Jen- 
rette  Securities.  But  he  likes 
bonfls  fi'om  the  California  Wa- 
ter Resources  Dept.  and  Met- 
ropolitan Water  District  of 
Southern  California  anyway, 
since  the  service  they  pro- 
vide, supplying  water  to  the 
southern  part  of  the  state,  is 
so  vital. 

Connecticut  may  still  suf- 
fer from  defense  cuts,  but  a 
bond  that  could  evade  the 
state's  new  income  tax 
is  an  Al/AA  Special  Tax  ()1> 
ligation  Ti'ansportation  Infra- 
structure issue  yielding  5.10%., 
.says  Howard  Sitzer,  directoi' 


da 


THE  MUNI  DIFFERENCE 


Bond 

Rating 

Moody's/S&P 

Yield  to 
maturity 

In-state  tax  equivalent  yield 

Bracket 

31%     36%'  39.6%* 

NEW  YORK  METROPOLITAN 
TRANSIT  AUTHORITY 

{5'A%  coupon,  due  7/1/2011) 

Aaa/AAA 

5.60% 

9.25%  9.98%  10.57% 

METROPOLITAN  WATER  DISTRICT 
OF  SOUTHERN  CALIFORNIA 

[5%%,  due  7/1/2019) 

Aa/AA 

5.65 

9.20     9.91  10.51 

MASSACHUSETTS  PORT  AUTHORITY 

(5%,  due  7/1/2001) 

Aa/AA- 

5 

8.23    8.87  9.40 

JACKSONVILLE  (FLA.) 
ELECTRIC  AUTHORITY 

(4.80%,  due  10/1/2003) 

Aal/AA 

5 

7.24     7.81  8.27 

■  Proposed  eKedive  lax  tales  for  married  couples  wilh  incomes  over  SI  40,000  ond  5250,000      DATA  SHtARSON  LEHMAN  BROTHERS  INC 


State  Municipal  1 
Agency  and  Jai 
ville  Electric  Ail 
ity,  both  of  whicl| 
vide  key  servic 
growing  and  ili 
tied  areas,  sa\ 
Simonetti  at  Sli. 
Lehman  Brother 
Wherever  yoi: 
you  can  find  i 
with    better  ^ 
than  taxable  ii/ 
ments   with  sii 
risks.  The  best  \:' 
that  no  matter] 
high  your  taxe! 
your  interest  ii| 
is  .still  safe  from  n 
Sam.         Paul  \l 
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First  in  the  field 
in  bicycle  vacations. 


1 1 


TRAVENT  International 
offers  luxury  bicycling 
and  walking  vacations 
in  France,  Italy,  Holland, 
Ireland,  Switzerland  and 
Denmark.  Experience 
deluxe  accommodations 
in  chateaux  and  country 
hotels  with  gourmet  cuisine. 

Two  experienced  leaders 
accompany  you  with  a  fully 
equipped  support  van.  We 
supply  comfortable  bicycles 
and  your  choice  of  routes 
from  15  to  50  miles  each 
day.  Non-cycling  options 
are  available.  Take  the 
vacation  of  your  dreams. 

1-800-325-3009 


mm 


DEPT.  295 
Box  305 
Waterbury  Center  VT 
05677-0305  ' 


iex  to  Companies 

lex  gives  the  starting  page  for  a  story  or  feo- 
I'h  a  significant  reference  to  a  company.  Most 
iries  are  indexed  under  their  own  names, 
nies  listed  only  In  tables  are  not  Included. 
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Dillard  Deportment  Stores  51 
Donaldson,  Lufkin  & 

Jerrette  88E2 
Dreyfus  2000  Series  Small 

Cap  Fund  78 
DRl/McGrow  HpII  14 
Du  Pont  52 


Encyclopaedia  Britannica  32 
EO  56 

Equity  Fund  78 


Federal  Express  56 
Federated  Department 

Stores  51 
Federated  Investors  24 
Fidelity  Investments  88 
First  Data  71 
First  National  Bank  of 

Chicago  14 
Flo  ida  Marlins  8 
Ford  52,54 


Gaylord  Entertainment  78 
General  Magic  56 
GM  32,46,70,86 
Goldman,  Sachs  54 
Greenwich  Partners  88E2 
Groupe  Bull  40 
Grupo  Modelo  32 
GTE  22 


Hershey  Foods  78 
Hewitt  Associates  86 
Hewlett-Packard  22,  52,  56 
Hong  Kong 

Telecommunications  78 
Hungarian 

Telecommunications  60 


IBM  18,22,23,24,44,52, 
56 

IDS  Securities  24 
In-Flight  Phone  56 
Inland  Steel  Industries  26 
Integrated  Payment 

Systems  71 
Intel  56 
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J.C  Penney  51 
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Juventus  62 
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Kellogg  52 
Kidder  Peabody  24 
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Kohlberg  Kravis  Roberts  18, 
24 
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Mobon  Securities  51 
Macy(R.H.)  51 
Major  League  Baseball  62 
Manchester  United  62 
Marion  Merrell  Dow  28 
Matsushita  Electrical 

Industrial  56 
May  Department  Stores  51 
McCaw  Cellular 

Communications  56 
McGrow  Hill  16,52 
McKinsey  18 
Mead  56 

Memorex  Telex  Honey 

Fashions  78 
Mercedes-Benz  88 
Merck  32 

Mercury  Communications  78 
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Microsoft  56 

MMS  International  16 

Mobil  46 
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Services  88E2 
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Nashville  Network  78 
Notional  Steel  26 
NationsBank  54 
Notori  64 
Neiman  Marcus  51 
NetFrame  Systems  52 
New  Valley  71 
New  York  Life  Insurance  68 
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Management  78 
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Rom  Mobile  Data  56 
Raytheon  33 
Renault  40 

RJR  Nabisco  18,  22,  24 

Rowe  Price-Fleming 
International  78 


Salomon  Brothers  76 
Sara  Lee  52,  54,  62,  64 
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Seors  51 

Sharp  56 

Shearson  Lehman 
Brothers  88E2 

Siemens  56 
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Sony  32,56,83 

Southlond  71 

Southwest  Airlines  27 
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Stondord  &  Poor's  88E2 
Starter  Sportswear  62 
Stote  Form  30 
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Temerlin  McClatn  51 
Tenneco  54 
The  Gap  51 
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Tiger  Management  78 
Time  Warner  54,  56 
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TNN  78 

Toho  Life  Insurance  76 
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UBS  Securities  51 
Ultimate  78 
United  Airlines  27 
United  Technologies  34 
UPS  56 
USA  Group  74 
Usinor  Sacilor  40 
U.S.  West  60 
USX  26 


Von  Kemp  &  Merritt  88E2 
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Wal-Mart  78 

Wolt  Disney  8 

Wong  Loboratories  22 

Warner  Lambert  28 

Washington  Redskins  62 

Wells  Fargo  Bonk  31 

Westel  Radiotelefon  60 

Western  Digital  54 

Western  Union  Financial 
Services  71 


National 
Stuttering 
Awareness 
Week 

MAY  10^16 


Legendary  star  of  the 
Chicago  Bulls  Boh  Love, 
who  personally  overcame 
a  speech  impediment, 
leads  the  1993  campaign 
to  educate  the  public 
about  stuttering  with  a 
message  of  help  and  hope. 


1 


For  more  intorm.uion,  wnre; 

Stuttering 
foundation 
OF  America 

A  Non-Pruji!  Orj^amzauim 
Since  1947  - 
Helping  Those  Who  Stutter 

P.O.  Box  11749  •  Memphis,  TN  38111-0749 
1-800-992-9392 
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THE  PGA  TOUR 
PRESENTS  ON  TOUR 


Ue  PGA  TOUR  and  Business  Week  Custom 
PuKlisliing  are  proud  to  introduce  ON  TOUR,  a  new 
montldy  magazine  created  to  inform  and  entertain 
PGA  TOUR  Partners. 

Pilled  witli  Leautifid  color  pliotograjiliy  and  articles  Ky 
tlie  nation's  Lest  golf  writers,  ON  will  provide 

Partners  lieliind-tKe-scenes  glimpses  into  the  highest 
level  t)f  golf  competitio)!.  Each  issue  o{  ON  TOUR  will 
take  the  Partners  inside  the  personalities  of  PGA 
TOUR  players  —  up  close,  lihe  no  other  magazine. 

The  PGA  TOUR  Partners  Program  allows  people 
who  care  ahout  golf  to  experience  the  drama,  thrills  and 
excitement  o  f  the  PGA  TOUR  hy  offering  them  the 


chance  to  participate  in  a  whole  new  way.  Currently, 
there  are  more  than  80,000  avid  golf  fans  who  enjoy  a 
iniique  insider's  re  lationship  with  the  PGA  TOUR. 

Partners  have  the  satisfaction  of  helping  to  support 
many  worthy  organizations  which  henefit  [mm  PGA 
TOUR  Charities,  Inc.  They  also  receive  a  variety 
of  exclusive  memhership  benefits,  such  as  an  official 
media  guide,  a  voucher  good  for  admis-     "  ^ 
sion  for  a  day  at  any  PGA  TOUR  tour 
nament  —  and  much  more. 
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Editorials 

PUT  FOREIGN  AFFAIRS  01 

1  THE  FRONT  BURNER 

|H|he  division  between  domestic  and  foreign  concerns  is 
^H^a  false  dichotomy  that  does  the  U.S.  no  good.  While 
H  George  Bush  reveled  in  foreign  affairs  to  the  detriment 
of  the  domestic  economy,  Bill  Clinton  could  risk  stability  at 
home  and  abroad  if  he  pays  insufficient  attention  to  foreign 
affairs.  The  Administration  sees  foreign  policy  as  the  hand- 
maiden of  domestic  policy  and  rebuilding  the  domestic  econ- 
omy as  its  primary  objective.  The  premise  is  that  a  stable 
and  secure  world  needs  an  economically  strong  America.  But 
the  reverse  is  also  true— that  for  America  to  be  stable  and 
secure,  its  allies  must  be  economically  strong. 

In  the  post-cold-war  world  of  ecmopolitik  that  has  replaced 
realpolitik,  the  interdependency  of  domestic  and  foreign  con- 
cerns is  well-recognized,  although  it  may  not  play  well  in  Pe- 
oria. Now  there  are  signs  that  Clinton  is  readying  himself  to 
be  bolder  and  more  decisive  in  setting  the  nation's  foreign 
policy  agenda  and  in  selling  it  to  the  American  people.  He 
should  rally  to  this  purpose,  using  the  marketing  and  cam- 
paigning lechni(iues  that  are  serving  him  so  well  in  promot- 
ing his  economic  progi'am. 

First,  Clinton  should  make  an  aggressive  case  for  assist- 
ing Russian  President  Boris  Yeltsin— and  any  successor  who 
is  willing  to  push  for  democratic  and  market  reforms.  The 
dollar  amounts  of  credits  and  loan  guarantees  are  less  im- 
portant than  the  forcefulness  with  which  a  plan  is  present- 
ed. Equally  important  is  the  follow-through  to  get  it  ap- 
proved by  Congress  and  administered  swiftly. 

Second,  Clinton  has  to  sell  the  American  people  i 
eign  policy  initiatives.  He  has  to  remind  Americans  th 
trillion  was  spent  on  defense  since  World  War  II,  ir 
part  to  protect  against  the  Soviet  threat,  and  that  abo 
billion  in  defense  savings  over  a  four-year  period  may 
realized  if  the  U.  S.  and  the  West  fail  to  help  Russia.  He 
urge  Congress  to  pay  up  the  $800  million  in  dues  and 
keeping  assessments  the  U.  S.  owes  the  U.  N.  And  in 
national  trade  relations,  Clinton  and  his  advisers  mi 
velop  a  coherent  rather  than  a  scattershot  appro; 
resolving  trade  disputes,  so  they  will  not  appear  to  ri 
between  protectionism  one  day  and  free  trade  the  ne 

Finally,  Clinton  has  to  engage  in  personal  diplomacv 
more  actively.  Recession  and  political  turmoil  overseas 
make  Clinton  the  most  powerful  politician  among  the 
of  Seven  leaders,  and  he  shouldn't  be  shy  about  usiii 
power.  Clinton  should  quietly  press  the  Europeans, 
stance,  to  open  up  their  markets  to  the  East.  If  Westei 
rope  doesn't  do  more  to  welcome  an  inflow  of  Eastei 
ropean  goods,  it  will  face  a  greater  influx  of  refugee; 
Clinton  Administration  needs  to  practice  an  effective 
ventive  diplomacy"  by  twisting  arms,  building  coalition 
doing  whatever  else  is  necessary  to  ensure  that  new 
don't  erupt.  Today,  the  U.  S.  may  be  a  diminished  giar 
it  still  has  the  greatest  muscle.  Clinton  can  exercise  tha 
er  more  forcefully  for  the  common  international  gooc 
at  the  same  time  strengthen  the  U.  S.  economy. 

WHY  FRANCE  MUST  NOT  TURN  INWARD 

o  thorough  was  the  rout  of  France's  Socialists  in  the 
first  round  of  legislative  elections  on  Mar.  21  that  a 
shaken  former  Prime  Minister  Michel  Rocard  could  only 
describe  the  results  for  his  party  as  "sad."  But  risky  might 
be  the  l)etter  word.  True,  the  80%  of  parliamentary  seats 
that  the  winning  center-right  coalition  should  accumulate  will 
provide  leeway  to  govern— although  a  resourceful  but  ailing 
President  Franqois  Mitterrand  will  try  to  trip  up  the  gov- 
ernment and  revive  Socialist  hopes  for  presidential  elections 
in  two  years.  But  the  victors'  real  test  will  be  to  avoid  a  tilt 
toward  economic  nationalism  that  could  rattle  an  already 
fragile  global  economy. 

In  France,  political  labels  of  right  and  left  aren't  reliable 
indicators  of  adherence  to  free-market  policy.  The  departing 
Socialists,  for  example,  made  great  strides  in  honing  French 
industry's  global  competitiveness  (page  40).  The  problem 
now  is  that  France's  economy  and  social  cohesion  are  groan- 
ing under  unemployment  and  real  interest  rates  that  both 
exceed  10%.  And  with  a  European  uptui'n  at  least  a  year  away, 
France's  new  government  will  be  sorely  tempted  to  do  what 
much  of  Europe  has  done:  turn  inward  and  back  off  from 
commitments  to  the  European  Community  and  freer  trade. 
The  politics  of  such  a  stance  are  persuasive.  After  all,  the 

French  electorate  gave  12%  of  the  vote  to  the  neofasci 
tional  Front.  And  with  European  Commission  Pres 
Jacques  Delors  a  likely  Socialist  candidate  for  Presid 
France  in  1995,  the  winners  in  the  latest  election  will  be  t 
ed  to  pick  fights  with  Brussels.  Indeed,  the  new  governr 
two  most  prominent  leaders,  former  Prime  Minister  Ja 
Chirac  and  former  President  Valery  Giscard  d'Estaing, 
ised  during  the  campaign  to  back  French  farmers  in 
fight  against  reduced  farm  subsidies  negotiated  bet 
Washington  and  Brussels.  Those  lower  subsidies  form  th 
nerstone  of  a  new  round  of  global  ti'ade  talks. 

But  France's  new  leaders  risk  making  an  historic  mi 
If  they  give  in  to  the  nationalist  impulse,  France's  new 
ernment  will  put  itself  on  a  collision  course  with  the 
risk  a  rift  with  Germany,  and  call  into  question  the  leg 
cy  of  the  EC.  Instead,  to  ease  its  domestic  economic  sqi 
the  new  government  should  initiate  a  temporary  suspc 
in  Europe's  system  of  fixed  exchange  rates  tied  to  Gern' 
tight-money  policy.  Only  that  would  permit  France,  i 
and  others  to  lower  interest  rates  without  sparking  an 
round  of  currency  crises.  And  it  must  override  the  int( 
of  its  farmers  to  avoid  a  crisis  of  legitimacy  for  the  Ei 
an  Community  and  a  blow  to  the  global  economic  syst 
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PRODUCTION 

Change  from  last  week:  0.0% 
Change  from  last  year:  3.5% 
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19A7=100  (four-week  moving  overage) 
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change  from  last  week:  -0.1% 
Change  from  last  yeor:  4,4% 
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The  production  index  held  steady  in  the  week  ended  Mar.  20.  After  seasonal 
adjustment,  both  coal  output  and  roil-freight  traffic  fell  sharply,  likely  the  result  of  the 
blizzard  conditions  on  the  East  Coast  Production  of  steel,  trucks,  lumber,  poper,  and 
poperboord  also  declined  Auto  production  rose,  as  did  crude-oil  refining  and  electric 
power  output.  Before  calculation  of  the  four-week  overage,  the  index  dropped  to 
183.4  from  185.6 

BW  produclior  index  copynghl  1993  by  McGraw-Hill  Inc 
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The  leading  index  dipped  in  the  week  ended  Mar.  20.  Stock  prices  dec 
while  bond  yields  rose    Sensitive  prices  of  row  materiols  grew  more  slowly 
estate  loons  continued  to  fall,  and  the  pace  of  decline  quickened,  The  some; 
true  for  the  M2  money  supply,  which  also  fell  at  a  faster  rote.  On  the  plus  « 
failures  of  large  businesses  eased  lower.  Before  calculation  of  the  four-week  ave« 
the  index  slipped  to  219,5  from  221.7  the  week  before. 
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Cycle  Research 

latest 
week 

Week 
ago 

%  (n 
yea 

STOCK  PRICES  (3/26)  S&P  500 

448.87 

450.80 

CORPORATE  BOND  YIELD,  Aaa  (3/26) 

7.59% 

7.61% 

S 

INDUSTRIAL  MATERIALS  PRICES  (3/26) 

100.0 

101.2 

3 

BUSINESS  FAILURES  (3/i9) 

395 

403 

1 

REAL  ESTATE  LOANS  (3/i 7) billions 

$394.5 

$397.3r 

3 

MONEY  SUPPLY,  M2  (3/i 5)  billions 

$3,438.5 

$3,44  ).9r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/i3)thous 

351 

361 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Com 
street  (failures  of  lorge  companies).  Federal  Reserve  Boa 
data  on  business  foitures  and  real  estate  loans 

merce  (index: 
d.  Labor  Dept 

1980=100),  Dun  h 
CIBCR  seasonolly  u 

MONTHLY  ECONOMIC  INDICATORS 

latest 
month 

Month 
ago 

%  (I 
yei) 

PERSONAL  INCOME  (Feb  )  annual  rate,  billions 

$5,229.1 

$5,219.2r 

CONSUMER  SPENDING  (Feb  |  billions 

$4,262.0 

$4,236.6r 

5 

■  J:(.]air^iM:ii:TTTyvr;T 


Latest 
week 

Week 
ogo 

%  Change 
year  ago 

STEEL  (3/27)  thous.  of  net  tons 

1,812 

1,770# 

-0.9 

AUTOS  (3/27)  units 

165,712 

U7,289r# 

41.7 

TRUCKS  (3/27)  units 

103,963 

104,980r# 

18.4 

ELECTRIC  POWER  (3/27)  millions  of  kilowatt-hours 

54,105 

58,477# 

1.0 

CRUDE-OIL  REFINING  (3/27)  thous.  of  bbl./day 

13,181 

13,201# 

0.8 

COAL  (3/20)  thous.  of  net  tons 

16,310# 

19,269 

-14.8 

PAPERBOARD  (3/20)  thous.  of  tons 

783.3# 

809  2r 

-5.0 

PAPER  (3/20)  thous.  of  tons 

800.0# 

799.0r 

1,7 

LUMBER  (3/20)  millions  of  ft. 

491. 3# 

498.9 

-5.4 

RAIL  FREIGHT  (3/20)  billions  of  ton-miles 

19.4# 

21.2 

-6  3 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Americon  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA',  Association 
of  American  Railroads 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/31) 

115 

117 

134 

GERMAN  MARK  (3/3i) 

161 

1.63 

1.64 

BRITISH  POUND  (3/31) 

1.50 

1  48 

1.74 

FRENCH  FRANC  (3/3i) 

5  47 

5.55 

5.55 

CANADIAN  DOLLAR  (3/31) 

1.26 

1.25 

1.19 

SWISS  FRANC  (3/31) 

1.49 

1,51 

1.50 

MEXICAN  PESO  (3/3 1)' 

3  074 

3  094 

3  086 

Sources:  Ma|or  New  York  bonks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
pound  expressed  in  dollars 

PRICiS 

latest 
week 

Week 
ago 

%  Change 
year  ogo 

GOLD  (3/31)$/troyoz. 

337  800 

331,000 

-1.0 

STEEL  SCRAP  (3/30)  #1  heavy,  $/ton 

108.50 

108,50 

27.9 

FOODSTUFFS  (3/29)  mdex,  1967=100 

203.5 

205,8 

0.8 

COPPER  (3/27)  C/lb. 

101.0 

100,0 

-4,7 

ALUMINUM  (3/27)  c/lb 

54.1 

53  3 

-8,3 

WHEAT  (3/27)  #2  hard,  S/bu. 

3.81 

3.79 

-14.0 

COTTON  (3/27)  strict  low  middling  l-l/t6in.. 

C/lb  55.70 

56.53 

4,2 

Sources:  London  Wednesday  final  setting,  Chico 
Week,  Kansas  City  market,  Memphis  market 

30  market.  Commodity  1 

eseorch  Bi 

jreou,  Metals 

NEW  HOME  SALES  (Feb)  annual  rote,  thous. 


595 


569r 


12  LEADING  INDICATORS  COMPOSITE  (Feb  )  index  153,6 


152.8r 


Sources:  Commerce  Dept 
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Latest 
week 


Week  %  Cn 
ogo  itiH 


MONEY  SUPPLY,  Ml  (3/i5) 

$1,032.1 

$1,032, 8r 

BANKS'  BUSINESS  LOANS  (3/i7) 

278.6 

278,0r 

FREE  RESERVES  (3/i7) 

1,222r 

515r 

NONFINANCIAL  COMMERCIAL  PAPER  (3/i7) 

1505 

148.4 

i 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  are  expressec* 

MONEY  MARKET  RATES  1 

latest 
week 

Week 
ago 

FEDERAL  FUNDS  (3/30) 

2.91% 

2.93% 

4' 

PRIME  (3/31) 

6.00 

6.00 

63 

COMMERCIAL  PAPER  3-MONTH  (3/30) 

3.19 

3  16 

4S 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/3 1) 

3,12 

3  09 

iJ 

EURODOLLAR  3-MONTH  (3/26) 

3  13 

3.13 

4S 

Sources:  Federal  Reserve  Board,  First  Boston 

#Raw  data  in  the  production  indicators  are  seasonolly  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipiP 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA=Not  available     r  =  revised     NM^Not  meoningful 
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If  your  LAN  can  transfer  a  lOK  to  ten 
locations  across  town  before  you  finish  reading 
this  headline,  stop  reading  now. 


But  if  you  want  a  computer  network  that  can  transfer  enormous  documents  all  over  f  KfTflPpD/CC 
the  place  in  the  time  it  takes  to  make  a  phone  call,  just  make  one.  1-800-DATA-USW.  •  ■*  '  '  L^lKmi^d 

1^  11 .  1.1 Lu  1 1^  11  Ltjix^  J  p  ,  J  NETWORKING  SERVICES  FROM  USiVESr 


Not  available  In  Alaska,  California  or  Hawaii. 
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Our  wine  isn't  the  only  thing 
growing  better  with  age.'' 


Jdhn  Sluvla.  Pivsuk'iU. 


"Who  could  have  seen  our  potential 
when  California  wines  all  came  in 
gallon  jugs?  Our  old  bank  even 
turned  us  down  for  a  loan  when  we 
decided  to  move  up 
to  premium  wines. 
So  I  walked  across 


COMMERCIAL  BANKING 


the  street  to  Bof  A.  They  already  had 
people  studying  the  industry.  They 
saw  our  potential.  And  they  made 
the  loan. 

In  the  course  of  our  21 -year 
relationship.  Bank  of  America  has 
financed  our  inventory,  accoimts 


receivable,  and  new  equipment  leases. 
And  something  more.  BofA  has  people 
who  understand  my  industry  and 
offer  insight  into  my  business. 

Like  Greg,  my 
Commercial  Banker. 
Greg  grew  up  in  the 


wine  country.  I  value  his  insight  on 
both  my  business  and  the  quality  of 
my  Cabernet.  Of  course,  I  only  act  on 
his  insight  about  my  business." 

Banking  on  Arvif  RiCA  " 


Bank  of  America 


993  Bank  America  Corp  NT&SA  Member  FDIC 
SS-PAC 
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MIXED  GRADES 
FOR  MICHAEL  DELL 


After  spending  an  evening  sitting 
next  to  Michael  Dell  at  the  Young 
Entrepreneurs  Organization  dinner,  I 
can  assure  you  that  the  remarks  from 
Compaq's  CEO  about  Michael  "sitting  on 
his  laurels"  and  not  "moving  forward" 
are  wrong  ("The  education  of  Michael 
Dell,"  Cover  Story,  Mar.  22).  He  is  not 
only  organized,  but  his  foresight  and 
understanding  of  market  conditions,  op- 
erations, and  future  opponents  show  him 
to  be  quite  a  strategic  planner  to  boot. 

Mark  Ostrofsky 
Houston 

■ used  to  be  a  Dell  customer  and 
changed  because  of  the  deterioration 
of  products  and  support  that  I  experi- 
enced. Will  Dell  make  it?  Sure,  but 
there  are  many  companies  that  do  well, 
grow  somewhat  beyond  their  resourc- 
es, and  survive  for  many  years  (even 
decades)  with  lackluster  performance. 
The  Peter  Principle  doesn't  just  apply  to 
executives  but  companies,  too.  I  am  con- 
fident it  will  apply  to  Dell  Computer. 

Joseph  W.  Webb 
Harrisville,  R.  I. 

THE  FRAHCHISE IHDUSTRY 

IS  GEniHGALOHG  FIHE  

The  article  "Franchise  fracas"  (Indus- 
tries, Mar.  22)  creates  two  impres- 
sions that  we  believe  are  incorrect  and 
which  do  a  grave  disservice  to  thou- 
sands of  hard-working,  successful  fran- 
chisees and  franchisors. 

The  first  is  that  franchisees  and  fran- 
chisors are  "in  battle"  with  each  other.  In 
fact,  a  Gallup  survey,  commissioned  by 
IFA,  reported  that  94%  of  franchise  own- 
ers nationwide  consider  their  operation 
to  be  successful.  The  Gallup  survey  re- 
ports that  79%  rate  their  working  rela- 
tionship with  their  franchisors  as  good 
or  excellent  while  only  6%  rate  it  as 
poor. 

Secondly,  your  article  uses  one  exam- 
ple of  a  fi'anchisee  who  was  not  satisfied 
with  ifa's  handling  of  an  initial  com- 
plaint against  the  parent  franchisor  to 
conclude  that  "the  industry  can't  police 


itself."  With  few  exceptions,  most  com- 
plaints handled  by  IFA  have  resulted  in 
an  amicable  settlement  between  the 
franchisees  and  franchisors. 

Your  article  suggests  that  minimum 
federal  standards  "could  help  ease  the 
tension  inherent  in  the  industry."  IFA 
believes  that  where  problems  do  exist, 
franchisees  and  franchisors  are  in  the 
best  position  to  work  out  their  differenc- 
es—without the  heavy  hand  of  govern- 
ment regulations. 

William  B.  Cherkasky 
President 

International  Franchise  Assn. 

Washington 

Your  story  is  a  clarion  call  to  fran- 
chisors, franchisees,  and  legislators 
alike:  Don't  ruin  a  good  thing. 

The  franchising  concept  works  be- 
cause it  is  a  common-sense  partnering  of 
hands-on  local  business  supported  by 
larger  systems.  From  my  own  10  years 
as  president  of  a  franchise  system  with 
no  litigation  with  its  franchisees,  I  have 
come  to  learn  that  when  we  treat  fran- 
chisees as  full  partners,  not  adversar- 
ies, the  system  prospers  and  our  custom- 
ers benefit. 

Michael  F.  Adler 
President  and  CEO 
Moto  Photo  Inc. 

Dayton 

WESriHGHOUSE: 

OLD  HEWS  IS  BAD  HEWS  

As  the  manager  of  a  small  Westing- 
house  subsidiary,  I'd  like  to  tell  you 
what  it  is  like  the  week  after  publication 
of  articles  such  as  "The  decline  and  fall 
of  Westinghouse's  Paul  Lego"  (The  Cor- 
poration, Mar.  8). 

The  time  that  should  be  devoted  to 
developing  our  business  is  now  spent 
convincing  prosective  customers  who  are 
concerned  that  we  will  not  be  able  to 
maintain  our  current  level  of  service, 
or  arguing  with  vendors  that  there  is  no 
justification  for  changing  their  terms  to 
C.  0.  D.,  or  persuading  new  hires  that 
they  will  really  have  a  future  if  they 
come  to  work  for  us,  and,  finally,  calm- 
ing the  fears  of  our  employees  regarding 
the  security  of  their  jobs. 

I  respect  your  right  to  report  the 
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s  born  in  the  Garden  District,  just  a 
:ks  from  Commander's  Palace.  And 
j  in  New  Orleans  all  my  life.  This  is 
\lthough  I  regret  that  I  could  not  tell 
first  thing  about  life  out  there  on  the 
I'd  be  pleased  lo  tell  you  anything 
it  to  know  about  the  French  Quarter 


service.  It  was  total  insanity,  but  it's  been  a 
lot  of  fun  learning  along  the  way. 

In  this  business  one  of  the  ways  you  learn 
IS  by  traveling  around  the  country  looking 
for  great  food.  "Chasing  restaurants,"  we 
call  it.  We're  always  trying  to  find  out  who's 
doing  what  and  where  they're  doing  it. 


i^^^     "In  New  Orleans, 
^^ooJ  ^ipIs     to  finishing  sekoo 
^ir^^  I  went  to  Cafe  Lafitte!! 


.  I  am  well  acquainted  with  its  charms, 
s  sixteen  when  I  went  to  work  in  a 
ant.  Not  long  afterwards  my  brother 
one  and  it  was  awful,  so  we  had  to 
good  because  we  took  Daddy's  retire- 
loney  and  put  it  into  the  business, 
ole  Brennan  family  was  pressed  into 


One  of  us  agrees  to  be  the  treasurer,  and 
we  tease  them  about  giving  the  American 
Express*  Card  a  workout.  It's  a  safe  feeling 
knowing  that  you  can  always  handle  it  with 
American  Express. 

Ella  Brennan,  Co-Owner 
Commander's  Palace,  New  Orleans 


THE  ONLY 

INSURED  INTERMEDIATE 
TAX-FREE  FUND  

T.ROWE  PRICE  TAX-FREE  INSURED  INTERMEDIATE 
BOND  FUND.  This  new  Fund  is  the  onlv  no-load  Fund  to 
otter  Ingh  tax-n-ee  income,  extra  credit  protection,  and 
moderate  market  risk  from  an  intermediate-term  portfoho 
of  insured  municipal  securities. 

High  tax-free  income  plus  extra  protection.  For  investors 

tacmg  the  pro-pect  or  nigner  taxc>,  municipal  mvesting  is  one 
of  the  fe^^■  remaining  ^\■ays  you  can  shelter  income  and  earn 
higher  \-ields.  As  the  chart  shows,  tax-free  investments  can 
ofter  a  sohd  mcome     ^^^^  ^^^^.^gg      ^.g^^,  tax-hees 


5l°o  tax  bracket,  mvesting  S20.000: 


What  vou    What  you    \\  hat  ^  ou 
earn       pay  in  taxes  keep 


1  axable  fund 
xieldmg  5.6''o 

Tax-free  fund 
yielding  r'.CT'o 


Sl.lIO 


SI. 000 


S34- 


=  S" 


so     =  <1.000 


while  earnings  from  n-pical  taxable  inves::"^.":^ 
mitialiv  ap]>eaT  to  be  higher,  taxes  can  subtract  a  lot. 
With  tax-frees,  you  keep  it  all." 


advantage.  In 
addition,  the  Fund 
gives  you  extra 
security  three 
important  ^\-ays: 

■  The  medium- 
term  5-10  year 
average  \yeighted 
maturity  of  the 
Ftmd  lets  you  earn 
higher  vields  than 
shon-temi  bonds — %\"ith  lower  volatihty  than  long-tenn  bonds. 

■  Insured,  -\.-V.\-rated  bonds  have  minimal  credit  risk  and 
carr\"  the  highest  available  bond  rating. 

■  Broad  geographic  diversification  across  many  state  and 
local  securities  helps  reduce  risk. 

Call  for  our  free  report.  The  Basics      Tax-Free  Investing 
can  help  vou  learn  more  about  the  risks  and  re^^"ards  of 
tax-free  investing.  S2.500  minimum.  Free  check^\Titlng. 
100°o  no  load. 

Call  24  hours  for  a  free  report 

1-800-541-8318 


TRoweFVice 


rs 

Re 

•Itl 


yom*  practice  of  reii\  ing  the  new- 
time  you  rehash  historical  issues  . 
ing  Wesiinghouse,  you  are  haxing 
ative  impact  on  our  effort  to  r 
om*  future. 

Lxjuis  A.  . 

Pr. 
Perceptii 
Knox\illi 


'31 


WHAT  EXACTLY  DID 
SANDY  WEILL  BUILD? 


Y 'l.  sa\  Sanford  I.  ^\"eill  "wo 
L-^aim  the  brokerage  he  vi 
built  from  scratch."  t  "Sandy  WeiD 
again."  Finance.  Mar.  22 ».  Excus 
but  Weill  no  more  built  the  Sh« 
firm  from,  scratch  than  Carl  Icahi 
TUA  or  Rupert  Murdoch  built  th< 
don  Sunday  Times  from  scratch. 

^"eill  acquired  Shearson  and  10 
firms,  including  Loeb  Rhoades, 
blo\ver  la  combination  of  Loeb  RI 
and  Homblower  Weeks  Xoyes  &  1 
Weill's  niergei^  led  to  stmunary  i 
of  thousands  of  employees.  Homh 
&  Weeks  was  founded  on  the  s 
principle  that  clients"  interests  wer 
amount.  In  all  the  hoopla  about  \ 
"winner"  deal,  there  seems  to  hi 
cioiis  little  attention  to  this  :  '  ■  ' 
the  client  i>e  }>etter  seryed"? 

Ray  Hur:. 


Editor'):  note:  Hornbloirer  i- 
grand.ion  of  the  rounder  or 
d-  Week-s. 

MILAN  PANIC  DrSERVES 
A  BREAK  FROM  THE  PRESS 

Rr  yotir  artie.c  "T 

noi  :»e  much  confetti  a:  ' 
ic  s  homecoming"  iTop  of  7 
Mar.  22 1,  I  haye  known  Mr.  : 
years,  and  have  followed  h:^ 
acri\"el\"  fiT)m  a  i^eseaiTh  star, 
ing  19VH)-lit*^l.  I  was  a  finar.  . 
tani  to  the  com.pany.  As  a  result  o 
direct  and  personal  inyolye":-".: 
the  iON  group  of  companie>. 
with  confidence  that  Mr.  ■ 
earned  his  rewards  of  stock  option- 
does  not  deser\"e  the  c-onstant  den 
tion  he  receiyes  from,  the  press. 

Cieai-ly.  I  am  a  supporter  of  Mr. 
ic  and  chagiined  that  statements 
yorable  to  him  were  attributed  to 
Steyen  B. 
Beyerly  Hills,  ( 

Y :r  characterization  of  M 
vzrorts  to  restore  peace 
Minister  of  Ytigosiaxia  l>etrays  a  - 


10  S,.S  NEii  •••Er^ 


For  a  brilliant  celebration  of 
your  loving  marriage 


id. 


3  shoe-king  to  fir.  in  a  publication 
ilXESS  week's  stature, 
in  act  of  courage,  he  ran  for  Ser- 
)residency  and  lost  in  what  the  in- 
ional  community  has  widely  rec- 
Bd  as  a  rigged  election.  For  his 
5,  he  was  pilloried  by  Serbian  con- 
ave  nationalists  and  denounced  as 
emy  of  the  nationalist  state, 
rid  leaders  from  French  President 
ois  Mitterand  to  U.  X.  Secretary 
s  Ghali  have  acknowledged  Pan- 
■»nificant  contributions  to  the  peace 
5S  in  the  Balkans.  To  depict  his  ef- 
and  accomplishments  as  a  trite 
at  international  politics  misleads 
rs  and  contributes  to  the  harmful 
sion  about  the  Yugoslav  tragedy 
s,  unfortunately,  all  too  prevalent. 

John  D.  Scanlan 
Washington 

r's  note:  Scanlan  was  ambctssador 
joslavia  from  1985-'89. 

I  IGE  JUST  CANT 

I  )UGHT  

.  impossibly  out  of  touch  can  the 
»ew  York  fashion  crowd  be  in  actu- 
eeking  to  design  the  ultimately  un- 
nable  "grunge"  look  ("From  trash 
traight  to  Seventh  Avenue."  Top 
le  News,  Mar.  221?  Just  as  Wall 
•t  investment  bankers  can  tell  a 
Brooks  Brothers  or  Armani  suit 
a  cheap  knock-off  at  a  distance  of 
al  hundred  yards,  so  too  can  a  true 
ration  Xer  pick  out  real  grunge 

'  faux  gi'unge.  There's  e\'en  a  name 
le  haute-coutured  grunge  crowd: 
id  posers."  As  punk  was  before  it. 
je  is  a  lifestyle  and  state  of  mind 
simply  can't  be  bought  for  any 

I  nt  of  cash. 

James  J.  Kerrigan 
Atlanta 

n  )ERS  WHO  RUN 

I I  THE  WOLVES 

-i  

ih  to  point  out  an  error  in  "So 
It's .  why  they  call  them  Super- 
s' I  Top  of  the  News.  Mai\  22l.  Yoiu" 
e  about  the  X-Men  started  out  by 
ig  that  "their  leader  is  part  wolf 
■uts  through  metal  with  his  claws." 
ume  you  were  referring  to  Wolver- 
but  the  information  is  incorrect, 
of  all.  he  is  not  their  leader.  Cy- 
is.  Secondly,  he  is  not  part  wolf. 
3  a  mutant,  raised  in  the  wikler- 
not  at  al!  related  to  wolves. 

Alex  Smolen 
Fullerton,  Calif. 


;  to  the  Editor  should  be  sent  to  Readers  Report, 
ss  Week,  1221  Avenue  of  the  Americas,  New 
Y.  10020.  Fax  (212)  512-4464.  All  letters 
tclude  an  address  and  daytime  and  evening  tele- 
numbers  We  reserve  the  right  to  edit  letters  for 
and  space 


The  little  collectible  that  s  a 
big  business  gift 


■  B 

There's  no  bigger  way  to  thank  important  clients  than 
with  an  elegant  miniature  clock  by  Bulova.  A  unique 
collector's  item,  each  solid  brass  miniature  is  an  authentic 
replica  of  a  world-famous  clock. 


Bulova 

A.MERIC.A'S  i.NCE.NTlVE 


BW  4'93 


For  more  informalion.  send  ttiis  ad  plus  your  business  card  to:  National  Sales  Manager.  Special  Markets  Division. 
Bulova  Corporation.  One  Bulova  Avenue.  Woodside.  N.Y  11377  Call  toll-free  l-8(KM23-3553  In  N  Y  C  .  718-20+4600 
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I  take  it  i 


"Environmental  issues  are  often  controversial.  I  try 
totakethepoliticsoutofit.  I'manengineer.Thesolu- 
tions  I  propose  are  based  purely  on  facts.  Technical 
and  scientific  facts.  To  me.  governmental  agencies 


or  action  groups  are  not  the  enemy.  They  ar 
partners  in  managing  the  environment.  We  m 
always  agree,  but  we  all  have  the  same  goal,  i 
know  I  care  about  the  environment.  professJ 


Akzo  is  one  of  the  world  s  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  SomO 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Amej: 
Corp  Comm.  Dept.  R6.  300  South  Riverside  Plaza.  Chicago.  II.  60606.  Phone  (312)  906-7500. 


Mariam  Tehrani,  Manager  of  Environmental  Affairs  Akzo  Chemicals  Inc.: 

rsonally 


(ionally.  I'm  not  afraid  to  speak  up.  When  I 
company  listens,  because  Akzo  knows 
^environmental  policy  isgood  business.  And 
way  to  create  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY  AKZO 


o 

o 
o 
o 

<> 

<> 

i> 
i> 

<> 
<> 

<> 


A 


STRUCTURE    WITH  A 


SOLID  FOUNDATION 


isn't     Ravaged  by 


TIME 


But  enhanced. 


35  Years  experh-na:  Muvv  than  $60  billion  in  FIXED  INCOME  and  EQUITIES.  A  /nrsfun'  in  GLOBAL 
MONEY  MANAGEMENT  -  with  offices  in  LONDON.  TOKYO  and  BOSTON.  2.4  million  INDIVIDUAL  IN- 
VESTORS. Over  200  major  INSTITUTIONAL  CLIENTS.  And  for  decades,  a  REPUTATION  for  offering  the 
hfsl  service  in  MONEY  MANAGEMENT.  Quite  an  IMPRESSIVE  collection  of  /rnls  and  Jii^inrs.  But  EVEN 
MORE  impressive  when  ADDED  TOGETHER.  The  accumulated  result  is  a  SOLID  FOUNDATION  on  which 
YOU  and  YOUR  ASSETS  can   GROW.  YEAR,  alter  \TAR,  after  \1-;AR. 

A     T  I  M  K  -  H  O  N  O  R  K  D      f  R  .\  1)  I  T  I  O  N      IN      MONEY     M  A  N  A  (i  E  M  li  N  T 


PUTNAM 

INVESTMENTS 


B  O  S  T  O  N  •  I,  O  M  D  O  N  •  T  O  K  Y  O 


N  GHOSTS:  A  JOURNEY 
IGH  HISTORY 

ertD.  Kaplan 
d  -tin's  •  352pp  •  $22.95 


THE  BALKAN  EXPRESS:  FRAGMENTS 
FROM  THE  OTHER  SIDE  OF  WAR 

By  Slavenka  Drakulic 
Norton  •  208pp  •  $19.95 


IIDERSTANDINGTHE 
I  THE  BALKANS 


ki  I  j^henever  I  found  myself  in  the 

I  ^irn  and  confusing  Yugoslavi- 

II  ■  an  capital  of  Belgrade  in  the 
i80s,  I  used  to  visit  Milovan  Djilas. 
a  member  of  Tito's  inner  circle, 
is,  and  is,  one  of  this  century's 
prominent  East  European  dissi- 

a  Marxist  who  negotiated  with 
hut  turned  against  the  corrupt 

,  liiiist  system  years  before  it  was 
ilile  to  do  so.  Djilas,  then  nearly 
ild  receive  me  at  home.  Over 

X  aade  schnai)ps,  he  would  help  me 


Orthodoxy,  and  Asians  and  Europeans 
have  struggled  for  over  1,000  years. 

Historical  perspective  makes  Kaplan, 
whose  work  has  appeared  in  The  Atlan- 
tic, a  superb  observer  of  Europe's  trou- 
bled underbelly.  Describing  a  grand  tour 
that  begins  in  Croatia  and  extends  to 
Serbia,  Albania,  Macedonia,  Romania, 
Bulgaria,  and  Greece,  he  artfully  blends 
his  reporter's  notes  with  rich  historical 
reflection.  One  minute  he's  breaking 
bread  with  a  tough-talking  Serbian  nun 
in  Kossovo,  where  the  ethnic  Albanian 


listorical  detail 
[Mi?  vignettes  of  those 
ehind  the  lines  help 
lake  sense  of  the 
enseless 


si'iise  of  a  disintegrating  order. 
1m 'fore  the  first  real  bloodshed  in 
!a\'ia,  he  warned  that  his  country 

l>ecome  Europe's  Lebanon, 
it  her  U.S.  magazine  writer,  Rob- 
.  Kaplan,  also  sought  Djilas'  wis- 
n  those  days.  In  Balkan  Ghosts:  A 
ejl  Through  History,  Kaplan  de- 
-  the  old  m.an's  prescience:  "Djilas' 
i|ue  was  a  simple  one  for  an  East 
x'an,  but  a  difficult  one  for  an 
ican:  He  seemed  to  ignore  the  dai- 
vsi)apers  and  think  purely  histori- 

Indeed,  to  understand  today's  Yu- 
v'ian  inferno,  a  little  history  is 
tial.  For  many  Serbs,  Croatians, 
insnians,  ancient  battles  have  as 

or  even  more  significance  than 
cataclysmic  recent  events  as  the 
I  Union's  collapse.  That's  how  it  is 
j,h()ut  the  Balkans,  that  mountain- 
tietch  of  southern  Europe  where 
Canity  and  Islam,  Catholicism  and 


Moslem  majority  is  ruled  i)y  Serbia's 
iron  hand.  The  next,  he  explains  that 
Kossovo  was  the  heart  of  Old  Serbia 
until  it  was  crushed  by  the  Ottoman 
Turks  in  1389— a  defeat  that  still  haunts 
Serbian  national  consciousness. 

Kaplan  keeps  good  company.  In  his 
rucksack— with  one  change  of  clothes 
and  an  American  Express  card,  he  rede- 
fines traveling  light— are  dog-eared  ac- 
counts of  the  Balkans  by  earlier  travel- 
ers, including  John  Reed,  Rebecca  West, 
and  C.  L.  Sulzberger.  After  all,  Belgrade, 
Bucharest,  Sofia,  and  Athens  were  "once 
the  datelines  of  choice  for  ambitious 
journalists— the  Saigon,  Beirut  and  Ma- 
nagua of  a  younger  world." 

Ghosts  relentlessly  reappear  here. 
Ethnic  cleansing,  for  example,  is  not  a 
novel  concept.  When  Catholic  Croatia 
was  a  Nazi  puppet  state,  some  Croatian 
priests  are  said  to  have  conducted  mass 
forced  conversions  of  Orthodox  Serbs 


With  Service  Comes  Trust, 


/  Quality 
Tested 
Service 


WITH  TRUST  COMES  SUCCESS 


Quality  '\ 
Tested  j 
Service  / 


and  with  success  come 


Quality 
Tested 
Service 


Enduring  Relationships. 

COURTESY.  COOPERATION. 
COMMITMENT.  Exceeding  the 
national  norm  in  shareholder 
service  on  the  way  to  building 
lasting  partnerships,.  Tliat  is  what 
DA1>BAR  recognized  when  it 
AWARDED  us  their  prestigious 
seal  of  approval  for  the  third  time 
in  as  many  years.  DALBAR,  an 
independent  testing  agency,  put 
29  leading  mutual  fund 
companies  through  12,000 
performance  evaluations  of  38 
different  SERVICE  components  to 
measure  the  ql  ALm'  of  customer 
SERVICE.  The  blind  and  objective 
evaluation  process,  which  spanned 
the  entire  year,  once  again  came 
to  the  same  conclusion:  when  we 
piU  our  emphasis  on  high-quality 
client  service,  the  TRUST  /\ND  success 
of  our  clients  natiu  ally  follow. 

A  TIME-HONORED  TRADITION 
IN  MONEY  MANAGEMENT 

PUTIVAM 

INVESTMENTS 


BOSTON-LONDON-TOKYO 
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JUST  HOW  EXPENSIVE 
ARE  YOUR  PHOTOCOPIES? 


Vsrtel¥ed  Cocf 


Scale  Back  Costs  By  20'  Or  More 
With  An  Equitrac  Automated  Copier 
Management  System. 

Sure,  the  costs  of  owmg  and  operating  photo- 
copiers may  not  seem  like  much  on  the  surface. 
But  lurking  just  around  the  bottom  line  are  hidden 
expenditures  like  paper,  supplies,  lease  &•  mainte- 
nance agreements,  depreciation  and  office  space. 
Which,  when  added  together,  can  take  a  big  bite 
out  of  both  your  budget  and  profits. 

Now,  however,  you  can  bite  back  with  an 
Equitrac  Automated  Copier  Management  System. 
By  electronically  monitoring  photocopier  usage,  an 
Equitrac  System  will  dramatically  reduce  your  cost 
per  copy.  Slash  waste.  Allocate  copier  expenses. 
And  provide  reports  for  asset  evaluation. 

Hooked?  Call  us  toll-free  at  1-800-327-  0183 
today  for  the  whole  story. 


EQunmc 

Tumms  Omcx  Expenses  Into  Busmess  Samnss 


Equitrac  Corp.  830  Ponce  de  Leon  Blvd. 
Coral  Gables,  R  33134  Fax:  (305)  442-0687 


5;«j50L775.ACCOR?- 
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With  a  Polaroid  35mm  Slide  Printer,  you'll  never  have  to  use  an  outside  slide  service  again.  By  sending  images 
:Gtly  from  your  computer  to  slide  film,  you  can  create  slides  at  your  desk  in  just  a  few  minutes.  And  you  can  even  make 
minute  changes  without  the  usual  exorbitant  rush  charges.  For  a  free  interactive  demo  diskette  on  our  award- 
ing color  film  recorder  technology,  call  ^^^^^gJ^^^^^^^^Q^^y^  -AEjaapns  aLj:;>|DaLj3  oa  3sBjoj  u.uop  'qn  'puv 
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THE  POLAROID 
35mm  SLIDE  PRINTER 


^92 


ith  the  Polaroid  35mm  Slide  Printer,  you  can  go  from  Windows,  DOS  or  Macintosh  graphics  to  slide  film  in  minutes. 


Polaroid 


BN 1 593 


Economic  Viewpoint 


WHY  CLINTONOMICS  COULD 
PUT  THE  KIBOSH  ON  INVESTING 


BY  PAUL  CRAIG  ROBERTS 


The  U.S.  Chamber  of 
Commerce  has  been 
seduced  by  Clinton's 
promise  to  spur  the 
economy  with  lower 
interest  rates. 
But  rock-bottom 
rates — along  with 
higher  taxes — may 
give  savers  a  zero 
or  negative  return 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Clintonomics  has  ah-eady  claimed  its  first 
victim— the  U.  S.  Chamber  of  Commerce. 
Lon^  an  antitax,  antireguiation  lobby 
that  represented  business  against  government, 
the  chamber  is  now  loliljying  business  on  be- 
half of  Clinton's  Big  Government  policies. 

This  U-turn  for  the  Chamber  cuts  against 
the  interests  of  its  entrepreneurial  and  small- 
liusiness  members  who  are  opposed  to  the 
higher  taxes,  regulatory  costs,  and  mandated 
l^enefits  that  are  part  and  parcel  of  Clinton- 
omics. Many  of  these  members  also  have  a 
strong  stake  in  free  trade.  They  are  disturbed 
by  the  willingness  of  chamber  executives  to 
support  Clinton  in  exchange  for  subsidies  and 
trade  protection  foi'  a  few  big  businesses  that 
are  not  meeting  the  competition. 

Following  a  Mar.  1  syndicated  column  liy 
Rowland  Evans  and  Robert  Novak,  which  was 
discussed  by  radio  personality  Rush  Limljaugh 
over  the  airwaves,  the  Chamber's  Washington 
switchboard  was  inundated  with  protests  and 
resignations  from  members.  Chamber  execu- 
tives, defensive  over  these  membership  losses, 
justify  their  policy  shift  by  arguing  that  they 
can  more  effectively  represent  business  by 
cooper-ating  with  Clinton  and  lieing  a  playei"  in 
the  process.  Individual  egos  aside,  however, 
the  policy  change  really  reflects  the  seduc- 
tion of  the  business  community  by  Clinton's 
promise  to  stimulate  investment  with  deficit 
reduction  and  lower  interest  rates. 

Like  many  seductions,  this  one  is  based  on 
a  miscalculation.  It  assumes  that  a  fall  in  inter- 
est rates  from  deficit  reduction  will  boost  the 
economy  more  than  higher  taxes  will  deflate 
it.  But  the  real  cost  of  borrowing  is  already  so 
low  that  not  much  investment  punch  can  come 
fi'om  a  further  di-op  in  interest  rates.  In  con- 
trast, the  additional  taxes  on  corporate  anri 
personal  income  will  take  a  big  bite  out  of 
investment  earnings. 

PUNY  EARNINGS.  Saving  anfl  investment  deci- 
sions are  made  on  a  real  aftertax  basis.  Inter- 
est payments  are  tax-deductible  for  l)usinesses. 
After  taking  this  deduction  and  adjusting  for 
3%  inflation,  the  real  cost  to  a  borrower  of  the 
6%  prime  rate  is  less  than  1%,  hardly  an  inhil)- 
iting  factor  holding  back  investment. 

If  the  proposed  rate  hike  in  corporate  taxes 
(from  84%  to  36%)  and  personal  taxes  (from 
31%  to  36%,  and  up  to  40%  with  a  surtax) 
succeeded  in  raising  the  projected  revenues, 
and  if  the  money  were  applied  to  the  deficit, 
there  might  be  a  small  decline  in  interest 
rates.  But  ijefore  investors  would  expand  their 
business  or  launch  a  new  one,  they  would 
study  the  impact  of  the  higher  taxes  on  the 
rate  of  return  earned  by  their  investment. 

For  every  $100  in  profit,  a  corporation 


would  now  have  $64  after  taxes  msU 
$66  (ignoring  state  income  taxes).  If 
earnings  were  paid  in  dividends,  the  ii 
turn  to  a  top-bracket  investor  would 
fi-om  $45.50  to  $38.40.  The  fractional  chait 
the  cost  of  borrowed  money  is  not  goir 
cause  investors  to  rush  into  new  invest  i 
when  new  taxes  take  a  16%  bite  out  ol 
earnings. 

Even  if  investors  wanted  to  borrow 
money,  savers  might  not  provide  the 
Clinton's  combination  of  higher  taxes  am 
er  interest  rates  doesn't  give  them  ai 
centive  to  save.  The  current  interest  r; 
long-term  Ti'easury  bonds,  for  examj 
about  6.8%  before  taxes  and  inflation,  ji 
person  in  the  31%  bracket,  the  aftert^ 
turn  drops  to  4.7%.  Adjusting  for  a  3^ 
tion  rate  leaves  savers  a  return  on  tl; 
vestment  of  aliout  1.7%. 
CAPITAL  FLIGHT?  The  incentive  is  liltl 
proved  by  a  higher-yielding  corporal i 
paying  7.6%.  After  adjusting  for  federal 
state  income  tax  and  3%  inflation,  the 
would  have  a  1.8%  return. 

If  Clinton's  proposed  income-tax  inci 
are  passed,  the  real  aftertax  earnini 
Ti'easury  bonds  for  an  upper-income  tax 
would  drop  to  1%,  and  the  return  on  th 
porate  bond  would  fall  to  1.1%.  Such 
return  is  unlikely  to  call  forth  a  burst  o 
savings  to  fuel  investment. 

Indeed,  if  the  President  succeeds  in  1 
ing  interest  rates,  the  result  could  be  a  z 
negative  return  to  savers.  Money  would 
the  country,  which  would  tend  to  weak( 
dollar,  leading,  in  turn,  to  more  capital  : 
The  simple  fact  ignored  by  Clintonom 
that  people  don't  save  and  invest  in  a  co 
where  it  doesn't  pay. 

Clinton  is  betting  too  much  on  int 
rates.  Historically,  deficit  changes  hav' 
little  or  no  impact  on  interest  rates.  Fu 
moi-e,  high  rates  have  often  existed  in  a  ; 
investment  climate,  while  low  rates  have 
characterized  an  economy  that  is  dead  i 
water  or  that  is  going  nowhere. 

Clinton  has  misunderstood  the  bond 
ket's  approval  of  his  program.  The  debt 
kets  are  predicting  that  the  higher  taxe 
kill  investment,  thus  leading  to  lower  in' 
rates.  If  the  bond  market  believed  that 
ton's  plan  would  succeed  in  boosting  eco 
growth,  interest  rates  would  rise  as  inf 
exi)ectations  pushed  them  up. 

The  interest-rate  argument  that  is  the 
of  Clinton's  package  makes  no  economic  : 
It  certainly  isn't  worth  the  U.  S.  Chaml 
Commerce  sacrificing  its  principles  or  \ 
accepting  higher  taxes. 
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Introducing  3  Day  Select.  Lefs  just  say  ifs  a 
more  ai^ressive  alternative  to  ground  delivery. 

At  UPS,  we've  created  a  monster.  And  it  s  just  the  kind  of  thing  that 
long-distance  ground  shippers  have  been  waiting  for 

With  3  Day  Select,  we  guarantee  delivery  anywhere  coast  to  coast  in 
just  three  business  days!  While  our  state-of-the-art  TotalTrack  system  moni- 
tors your  shipment  24  hours  a  day,  and  confirms  delivery  in  seconds. 

In  short,  it  s  a  service  you  can  rely  on  to  fine-tune  manufacturing 
schedules.  Streamline  operations.  Even  improve  customer  service. 

For  your  next  shipment,  try  UPS  3  Day  Select!" After  all,  its  the 


ups 


road  warrior  of  package  delivery.  The  package  delivery  company  more  companies  count  on. 

©  1993  United  Parcel  Service  of  America,  Inc  *See  Service  Explanation  for  guarantee  details  and  intrastate  availability 


Training  Manual. 


How  do  you^gct  the  most  out  ot  your  training 

and  education  budget?  We  believe  you  do  tt 
with  the  latest  in  video  technology— technology 
that  delivers  a  more  dynamic  presentation  and 
captures  vour  audience's  attention.  X^ideo  that 
can  provide  a  consistent,  entertaining  message 
to  multiple  locations.  Interactive  video  programs 
that  allovv'  employees  to  learn  at  their  own  pace. 

Find  out  how  Sony  brings  fresh,  innovative 
thinking  to  the  role  of  training  and  education. 
Call  1-800,-426-7036.  ext.  33,  to  see  what 
Sony  can  do  for  vour  business. 

A  Vision  For  Business. 


conomic  Trends 


L 

BY  GENE  KORETZ 


HAVE  HOUSEHOLD 
BALAHCE  SHEETS 
IMPROVED  THAT  MUCH? 

Those  who  contend  that  consumers 
are  finally  able  to  accelerate  spending 
note  that  real  consumer  outlays  jumped 
3.4%  last  year  after  a  long  period  of  re- 
trenchment. They  argue  that  households 
have  improved  their  balance  sheets  by 
whittling  debt  down  to  size.  In  particu- 
lar, the  critical  ratio  of  installment  debt 
to  disposable  income  has  fallen  by  an 
impressive  2.3  percentage  points  in  re- 
cent years,  to  a  seven-year  low. 

The  problem,  notes  economist  Fran- 
cesca  Eugeni  of  the  Federal  Reserve 
Bank  of  Chicago,  is  that  installment 
credit  has  become  an  increasingly  flawed 
measure  of  consumer  indebtedness.  In 
the  latest  issue  of  the  bank's  Econamic 


CONSUMER  DEBT 
24       IS  STILL  tOFTY 
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HOME-EQUmr  DiBF* 
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A  PERCENT  OF  DISPOSABLE  PERSONAL  INCOME 
•EXCLUDES  MORTGAGE  DEBT    "EXCLUDES  HOME-IMPROVEMENT  LOANS 
DATA.  FEDERAL  RESERVE  BANK  OF  CHICAGO 


Perspectives,  she  argues  that  the  grow- 
ing use  of  home-equity  credit  by  consu- 
mers has  muddied  the  debt  picture. 

It's  hardly  news  that  many  homeown- 
ers shifted  to  home-equity  borrowing 
after  the  Tax  Reform  Act  of  1986  phased 
out  the  tax  deductibility  of  interest  pay- 
ments on  other  forms  of  borrowing. 
What  Eugeni  has  done  is  to  assess  this 
shift  in  terms  of  disposable  personal  in- 
come. In  other  words,  she  has  asked 
the  question:  "Where  would  the  ratio 
of  in.stallment  debt  to  disposable  income 
be  if  the  shift  had  never  taken  place?" 

The  answer  is  revealing.  By  excluding 
borrowing  for  home  improvements,  Eu- 
geni estimates  that  since  early  1988,  the 
part  of  home-equity  debt  used  for  the 
purchase  of  consumer  goods  and  servic- 
es has  jumped  from  3.1%  of  disposable 


income  to  5.7%.  And  if  this  is  added  to 
installment  credit,  the  consumer  debt- 
income  ratio  has  hardly  declined  (chart). 

Eugeni  also  notes  that  because  of 
lower  costs,  consumers  have  been  in- 
creasingly opting  for  auto  leases  rather 
than  auto  loans  in  recent  years.  And 
she  estimates  that  the  implicit  debt  in- 
curred by  the  shift  to  such  leases  from 
1986  to  1992  amounts  to  nearly  a  per- 
centage point  of  disposable  personal  in- 
come. Thus,  she  says:  "It  appears  that 
consumers  have  not  reduced  their  debt 
levels  at  all." 


THOSE  LOWER  IHTEREST 

RATES  ARE 

A  MIXED  BLESSIHG 

Although  consumer  debt  remains 
high,  there's  no  denying  that  many 
households  have  benefited  from  the 
steep  decline  in  interest  rates  in  recent 
years.  Even  here,  however,  the  picture 
isn't  as  positive  as  it  first  appears. 

Economist  Lacy  H.  Hunt  of  Carroll 
McEntee  &  McGinley  Inc.  points  out 
that  while  borrowers  have  profited  from 
falling  rates,  many  consumers  with  sav- 
ings in  money-market  funds  and  other 
interest-bearing  vehicles  have  experi- 
enced a  sharp  income  decline.  And  be- 
cause consumers  are  net  savers,  the 
household  sector  as  a  whole  has  suf- 
fered a  big  drop  in  cash  flow.  Hunt  ob- 
serves that  between  the  final  quarters  of 
1990  and  1992,  as  total  interest  pay- 
ments by  households  fell  by  $5.8  billion, 
total  interest  income  received  by  house- 
holds plunged  by  $73.1  billion. 

In  short,  says  Hunt,  the  consumer 
sector  as  a  whole  took  a  big  hit,  as  it 
did  in  prior  recoveries  when  rates  fell. 
And  while  such  income  losses,  which 
are  concentrated  among  older  house- 
holds, were  usually  superseded  by  wage 
gi'owth  and  an  employment  boom  in  past 
uptur^ns.  Hunt  notes  that  "no  such  boom 
has  yet  materialized  in  this  recovery." 


HEALTH  CARE:  HOW 
MAHAGED  COMPETITIOH 
WORKS  IH  BRITAIH 

As  the  diverse  U.  S.  health-care  sys- 
tem moves  toward  managed  compe- 
tition, Britain  is  celebrating  two  years  of 
relative  success  in  moving  its  highly  cen- 
tralized, cradle-to-grave  system  toward  a 
similar  model.  Two  years  ago,  the  Brit- 
ish government  divided  the  National 
Health  Service  into  purchasers  and  pro- 
viders, hoping  to  inject  free-market  prin- 
ciples into  socialized  medicine. 


Although  still  tunded  largely  th 
taxes,  hospitals  now  must  compei 
the  business  of  local  buying  groups 
trict  health  authorities— acting  on  L 
of  their  communities.  Large  me 
practices  also  can  apply  to  act  as 
chasers  on  behalf  of  their  patient 
becoming  general  practitioner  (GP) " 
holders."  Hospitals  can  become  self 
erning  trusts  as  well,  but  they  . 
compete  for  business.  To  date,  the 
has  approved  300  such  hospital  t 
and  1,000  GP  fimdholders. 

While  the  system  will  remain  ii 
throes  of  reform  for  years,  early  re 
seem  promising.  Problems  arose  \ 
some  hospital  trusts,  unaccustome 
living  within  their  means,  spent 
annual  budgets  before  the  year  er 
But  despite  dire  predictions  by  the 
ish  Medical  Assn.  that  care  would  sc 
most  patients  report  little  changt 
cept  for  greater  availability  of  pre 
tive  care.  Waiting  lists  for  certain  s 
cal  operations  remain  long,  howeve 

Meanwhile,  proponents  of  refonr 
welcoming  a  pending  shakeout.  A  i 
ber  of  hospitals,  including  many  ur 
utilized  facilities,  that  failed  to  att 
sufficient  business  are  now  slate- 
close.  Depending  on  such  competi 
pressures  to  hold  public  spending  d( 
Prime  Minister  John  Major's  Conse 
tive  government  has  budgeted  a  n 
4%  rise  in  health-care  outlays  for 
1993-94  fiscal  year.  That  would  I 
Britain's  total  medical  bill  close  to  6 
gross  domestic  product,  compared  ' 
over  14%  in  the  U.  S. 

With  Paula  Divyer  in  Lai 


EASTERH  GERMAHY  IS 

FIHALLY  OH 

THE  RECOVERY  TRAIL 

The  fastest-growing  former  Soviet 
ellite  is  eastern  Germany,  wl 
grew  by  6.1%  last  year  after  two  y 
of  dramatic  decline.  The  biggest  bo 
to  growth  came  from  a  30%  rise  in 
construction  spending,  half  of  which 
fleeted  infrastructure  investment, 
fi'om  a  12%  increase  in  services  out 
Factory  output,  on  the  other  hand, 
mains  in  a  deep  slump,  and  the  true 
employment  rate  is  probably  double 
15%  offlcial  rate  if  those  in  govemn 
job  programs  are  counted. 

The  problem  facing  eastern  Germa 
reconstruction,  say  economists  at  .i 
Morgan  &  Co.,  is  that  it  depends! 
continued  huge  infusions  of  transfer  ]i 
ments  and  investments  from  west 
Germany.  And  that  region's  deepef 
recession  makes  it  likely  that  such  c 
infusions  will  slow. 
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1993  J  P  Morgan  &  Co.  Incorporated 


The  family 
portrait  will 
still  l>e  aroiuid 
ill  100  years. 
Will  the  assets? 


Families  live  on.  Unfortunately,  the  same  floesn''t  always  hold  true  for  their  wealth.  The 
point  is,  as  the  family  tree  grows,  so  must  the  assets.  Which  is  why  a  central  part  of  private 
banking  at  Morgan  is  something  we  call  Generational  Planning.  A  unique  planning  process 
that  combines  our  fiduciary  expertise  with  our  global  investment  capabilities.  Enabling  you 
and  a  team  of  family  advisors  to  tailor  creative  vehicles  for  growing  and  transferring  your 
assets  efficiently  from  one  generation  to  the  next.  The  most  important  aspect?  Morgan  will 
be  there  from  one  generation  to  the  next.  If  you  have  assets  of  $5  million  or  more,  call 
Richard  B.  Jones  at  (213)  489-9354  or  call  George  W.  Rowe  ¥¥3  Ti/f 
at  (415)  954-3200,  J.P  Morgan  California.  Private  Baiikuig  J  R  IVIOI 

New  York,  Wilmingion,  Del  ,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London.  Madnd,  Milan.  Nassau,  Pans.  Geneva,  Zurich,  Hong  Kong,  Singapore,  Tokyo 


COMMERCIAL 
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Co-sponsored  by  Aviation  Week  &  Space  Technology, 
Business  Week,  KPMG  Peat  Marwick,  NASA  and 
The  United  States  Space  Foundation 

April  13-14,  1993 


The  Broadmoor  Hotel  •  Colorado  Springs,  Colorado 


An  Exhibit  and  Forum  featuring  opportuni- 
ties for  investing  in  technologies  under  devel- 
opment at  NASA  Commercial  Centers  for 
the  Development  of  Space.  Open  to  all.  Held  in 
conjunction  with  the  Ninth  National  Space 
Symposium  (April  13-16),  the  Expo  features  a 
one- day  program  and  two-day  exhibit. 
A  special  Customer  Service  Center  will  be  staffed 
with  experts  on  agreements  and  financing. 

Hear  from  the  experts  about  the  latest  technology 
developments  at  NASA's  17  Commercial  Centers 
for  the  Development  of  Space.  Business  leaders 
will  describe  business  opportunities  available 
with  these  technologies. 


Technologies  on  Display: 

New  Materials 
Automation/Robotics 
Thin  Films 

Advanced  Electronics 
Remote  Sensing  &  Mapping 


Communications 
Biotechnology 
Polymers 
Power  Systems 


AVIATION  WEEK 

&SPACE  TECHNOLOGY 


Who  Should  Attend: 

•  Venture  Capitalists 

•  Corporate  Business  Development  Executives 

•  Scientists  and  Engineers 

•  Commercial  Space  Industry  Representatives 

•  Entrepreneurs 

•  Researchers —  University  &  Corporate 

•  International  Partners  Welcome 


For  more  information  on  attending  the 
Commercial  Space  Expo  and  the  Ninth  National 
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n  Mar.  30,  two  disparate  headlines  popped  up  on 
VW  newswires.  According  to  one,  business  opti- 
I  W  mism  for  sales  and  profits  is  on  the  rise.  The  oth- 
• ,  d  consumer  confidence  in  the  outlook  falls  for  the 
li'  month  in  a  row.  Which  one  has  the  right  story? 
]  h.  This  tale  of  two  sectors  highlights  an  important 
1  Drny  that  has  made  this  two-year-old  expansion  the 
■rre  affair  that  it  is.  Household  incomes  aren't  grow- 
I  hey  should  be,  because  companies  are  hiring  cau- 
,  \.  At  the  same  time,  corporate  earnings  are  doing 
J  well,  thank  you,  because  companies  are  squeezing 
(  output  from  each  worker  and  saving  on  labor  costs 
1  ).  The  real  question  is,  how  will  this  split  affect 
i.  utlook  for  the  rest  of  1993? 

For  one  thing,  rising  profits 
are  shoring  up  corporate  finances 
and  laying  the  gi'oundwork  for 
more  capital  spending,  stronger 
demand  generally,  and  more 
jobs.  Hiring  in  recent  months  al- 
ready has  picked  up  from  its  pal- 
try pace  of  a  year  ago.  This 
spring,  manufacturers  and  build- 
ers are  poised  to  make  signifi- 
cant additions  to  their  payrolls. 
However,  corporate  restructur- 
L  an  ongoing  affair  that  will  keep  overall  employment 
r  ih  below  that  of  a  typical  expansion. 

■di  doesn't  mean  consumers  will  be  left  to  eat  cake, 
c  r  in  the  first  quarter,  both  household  income  and 
3  ling  have  slowed  from  their  rapid  fourth-quarter 
i  ,  but  the  slowdown  is  far  from  a  stall.  For  the  rest  of 
)  slowly  improving  labor  markets,  combined  with 
I'  •  long-term  interest  rates,  will  further  bolster  house- 

0  finances.  That  will  keep  consumers  buying,  despite 

1  ecent  souring  in  their  attitudes. 

TPUT  IS     It's  easy  to  see  why  the  mood  of  Corpo- 
SING,         rate  America  is  a  lot  more  upbeat  than 
D  SO  ARE  that  of  Household  America.  Look  at  prof- 
its.  The  Commerce  Dept.'s  comprehensive 
■)  liq)  for  the  fourth  quarter  of  1992  shows  that  book 
t  s  before  taxes  rose  10.8%  from  the  third  quarter.  Op- 
I'  ng  profits  jumped  15.3%. 

e  (juarterly  gain  in  operating  earnings,  which  are 
L  ;ted  for  inventory  inflation  and  depreciation  differenc- 
'  'tween  tax  and  replacement-cost  accounting,  was  the 
i  st  in  nearly  eight  years.  That's  partly  because  third- 
1  ter  earnings  were  depressed  by  hurricane  losses  in 
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the  insurance  industry.  Still,  operating  profits  stood  23.4% 
above  a  year  ago,  the  best  year-over-year  performance  in 
nearly  five  years. 

The  outlook  for  corporate  profits  in  1993  looks  just  as 
good,  if  not  better.  A  lot  depends  on  the  economy— specif- 
ically, whether  growth  this  year  will  at  least  match  last 
year's  pace  of  3.1%.  The  signs  are  favorable.  The  index  of 
leading  indicators,  a  composite  of  11  forecasting  gauges, 
rose  0.5%  in  February.  After  no  gain  in  January,  that  was 
the  fifth  advance  in  the  past  six  months. 

Also,  businesses  seem  increasingly  optimistic,  according 
to  the  latest  nationwide  survey  of  some  3,000  executives 
by  Dun  &  Bradstreet  Corp.  Business  expectations  for 
higher  sales  and  profits  in  the  second  quarter  are  well 
above  both  last-quarter  levels  and  year-ago  readings, 
says  D&B,  and  companies  hold  the  brightest  outlook  for  in- 
creased hiring  since  the  third  quarter  of  1989. 

That  job  outlook  squares  with 
the  most  recent  reading  of  the 
Conference  Board's  index  of  help- 
wanted  advertising.  The  index 
jumped  from  92  in  January  to 
98  in  February,  the  highest  tally 
in  slightly  more  than  two  years. 

Manufacturers  are  especially 
confident,  says  D&B,  and  their 
optimism  seems  justified.  The 
latest  factory  data  show  that  or- 
ders jumped  1.4%  in  February, 
to  a  record  $258.6  billion.  Inventories,  which  edged  up  by 
0.1%  in  the  month,  remain  very  thin  relative  to  ship- 
ments. And  unfilled  orders  rose  0.3%,  the  fourth  increase 
in  the  past  five  months,  following  a  string  of  13  consecu- 
tive declines  (chart).  This  configuration  of  data  typically 
precedes  gains  in  factory  output  and  employment. 

MARGINS  But  it's  not  just  the  improving  economy 
KEEP  that  will  lift  profits  this  year.  Companies 

GETTING  also  are  benefiting  from  lower  interest 
HEITIER  rates  that  are  rapidly  easing  the  drain 
on  cash  flow  that  had  been  needed  to  cover  interest  costs 
on  corporate  debt.  And  not  only  are  profits  rising,  but 
profit  margins  are  also  widening.  That  means  companies 
are  earning  more  on  each  unit  of  output. 

In  the  fourth  quarter,  operating  profits  of  nonfinancial 
corporations  as  a  percentage  of  their  output  jumped  to 
9.8%.  That's  up  from  7.4%  when  the  recession  ended, 
back  in  the  first  quarter  of  1991.  In  fact,  during  that 
time,  the  rise  in  margins  alone  accounts  for  $75.7  billion  of 
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the  $93.5  billion  rise  in  the  earnings  of  these  companies. 

Businesses  are  generating  more  profits  per  unit  for 
two  main  reasons.  First,  since  the  recession  ended,  net 
interest  paid  by  nonfinancial  businesses  has  dropped  by 
$15  billion,  to  $130.5  billion  in  the  fourth  quarter.  As  a  re- 
sult, interest  as  a  percentage  of  net  cash  flow  has  fallen 
from  a  postwar  record  of  31.7%  to  23.2%.  That's  the 
smallest  interest  burden  in  nearly  seven  years. 

The  second  reason  why  mar- 
gins are  fatter:  Even  with  di- 
minished pricing  power  in  a  low- 
inflation  environment,  prices  still 
are  rising  considerably  faster 
than  unit  labor  costs.  During  the 
past  year,  the  average  price  of  a 
unit  of  gross  domestic  product 
is  up  3%,  but  the  labor  cost  of 
producing  that  unit  rose  a  mere 
0.4%.  The  growth  of  unit  labor 
costs  has  slowed  from  an  annual 
pace  of  more  than  6%  two  years  ago— much  sharper  than 
the  slowdown  in  prices. 

The  good  news  for  1993  is  that  unit  labor  costs  will  con- 
tinue to  rise  only  modestly.  Corporate  restructuring  will 
limit  the  growth  of  wages  and  benefits,  and  it  will  also 
keep  productivity  growing  at  a  healthy  clip,  sufficient  to 
offset  any  pickup  in  wage  gi'owth.  Add  it  all  up,  and  the 
outlook  for  earnings  in  1993  seems  bright  enough  to  justi- 
fy the  recent  strength  in  stock  prices. 

I JOBS  ARE  Clearly,  households  don't  share  businesses' 
STILL  THE  excitement  about  the  future.  The  Confer- 
BIGGEST  ence  Board's  inflex  of  consumer  confidence 
CONCERN  fell  f^Qj^  68.5  in  February  to  62.6  in 
March,  the  third  drop  in  a  row  (chart). 

The  board's  survey  showed  that  households  were  less 
positive  in  their  assessment  of  prevailing  conditions,  and 
they  were  markedly  less  optimistic  about  their  expecta- 
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tions  during  the  next  six  months.  Jobs  remain  a  prie 
concern.  Six  times  as  many  people  characterize  jobss 
"hard  to  get,"  compared  with  those  who  think  "jobs  e 
plentiful."  President  Clinton's  tax  plans  also  may  hi| 
rattled  some  households.  | 

Consumer  confidence,  however,  has  had  a  wobbly  reo  ' 
of  four  ups  and  downs  over  the  past  three  years,  a  i 
tern  that  has  not  always  acc\irately  reflected  the  spend 
behavior  of  consumers.  This  could  be  one  of  those  tim. 

Real  consumer  spending  rose  a  sturdy  0.3%  in  Februa'- 
True,  heavy  outlays  to  utilities,  reflecting  the  mont 
unusually  cold  weather,  helped  the  numbers.  Howev, 
first-quarter  spending  remains  on  a  high  plane  compar! 
with  the  fourth  quarter,  when  outlays  surged  5,1%,  at 
annual  rate.  Even  if  March  spending  is  flat,  outlays  t , 
quarter  would  rise  at  a  3%  annual  rate  (chart).  Th 
wouldn't  be  too  shabby  following  such  a  huge  gain,  al 
consumer  spending  is  two-thirds  of  GDP. 

Even  personal  income  was  a 
bit  better  than  it  looked  in  Feb- 
ruary. It  rose  only  0.2%,  but  the 
gain  was  held  back  by  a  one-time 
payout  of  bonuses  in  the  secur- 
ities industry  in  January.  That 
made  the  February  level  look 
pale  by  comparison.  Excluding 
the  special  factors.  Commerce 
said  income  would  have  risen  by 
a  healthier  0.5%. 

Adjusting  for  inflation,  after- 
tax income  is  set  to  rise  at  an  annual  rate  of  2%  or  bettr 
in  the  first  quarter.  That  would  follow  a  fourth-quart' 
jump  of  4.3%,  which  was  the  strongest  quarterly  gain 
almost  five  years. 

To  be  sure,  such  numbers  portray  neither  the  worst 
times  for  consumers  nor  the  best  of  times  for  businesa* 
But  one  thing  is  looking  increasingly  clear:  1993  is  shapij 
up  to  be  a  better  time  for  everyone. 


SPENDING  COOLS, 
BUT  irS  NOT  COLI 


111  '92      IV  r93' 
A  QUARTER  PERCENT  CHANGE,  ANNUHL  I'.' 
•ASSUMES  MARCH  SPENDING  IS 
DATA:  COMMERCE  DEPT.,  BUSINESS  WEEt 


THE  WEEK  AHEAD 


INSTALLMENT  CREDIT 


Wednesday,  Apr.  7 

Consumer  installment  credit,  measui'ed 
as  the  outstanding  l)alance  of  loan  exten- 
sions less  liquidations,  probably  expand- 
ed by  $1  billion  in  February,  according 
to  the  median  forecast  of  economists 
surveyed  by  MMS  International,  a  unit  of 
McGraw-Hill  Inc.  That  would  follow  Jan- 
uary's advance  of  $900  million  and  sup- 
ply further  evidence  that  consumers  are 
increasingly  less  cautious  about  taking 
on  more  debt.  Even  so,  households  are 
still  adding  installment  debt  slowly 
enough  to  continue  to  reduce  their  cred- 
it burden  relative  to  income  growth.  If 
February  credit  rises  as  expected,  the 
ratio  of  installment  debt  to  aftertax  in- 


come will  edge  down  further,  to  an 
eight-year  low. 

PRODUCER  PRICE  INDEX  

Thursday,  Apr.  8,  8:30  (um. 
The  March  producer  price  index  for  fin- 
ished goods  is  expected  to  show  a  gain 
of  0.3%,  according  to  the  MMS  survey. 
Excluding  food  and  energy,  the  core  in- 
dex prol)ably  posted  a  0.3%  gain,  as 
well.  The  February  PPI  had  jumped  by 
0.4%,  touching  off  inflation  worries  in 
the  credit  markets  that  caused  a  surge 
in  long-term  interest  rates.  However, 
upward  pressures  from  either  demand 
or  costs  I'emain  largely  absent.  If  the 
projections  are  right,  annual  PPI  inflation 
will  remain  at  2%,  and  the  markets 
might  breathe  a  little  easier. 


CONSUMER  PRICE  INDEX  

Friday,  Apr.  9,  8:30  cum. 
The  March  consumer  price  index  w 
provide  the  credit  markets  with  anoth 
test  of  the  economy's  bent  toward  inf; 
tion.  The  forecasters  surveyed  by  Ml' 
expect  the  CPI  to  post  0.3%  increas' 
for  both  the  total  index  and  for  the  cc| 
index.  Those  advances  would  also  all: 
inflation  fears,  especially  in  light  of  t\' 
consecutive  increases  of  0.5%  in  the  ccj 
CPI  in  January  and  February.  A  flu] 
surge  in  clothing  prices,  which  fuel 
the  February  gain,  will  not  be  a  fact 
in  March.  The  expected  increase  in  t 
March  CPI  would  put  annual  consum 
inflation  at  3.3%,  about  where  it  was 
year  ago. 
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The  9  0™  Anniversary  LeSabre 


Leave  the  sticker  on, 
and  show  everyone  how 
smart  you  are. 


Or  take  it  off, 
and  let  them  think  you 
paid  thousands  more. 


Value.  It's  spelled  out  right  there  in 
black  and  white,  at  the  bottom  of  the 
sticker.  The  price  of  the  90th 
Anniversary  Buick  LeSabre.* 

If  you  need  more  proof  of  LeSabre 's 
incredible  value,  consider  that  LeSabre 
has  the  highest  resale  value  in  its 
class.**  Then  look  at  the  sticker  again. 

You'll  see  that  this  car  comes  equipped  with  a 
long  list  of  standard  equipment,  including: 
•  3800  V6  engine  •  air  conditioning  •  power 


19  §  28 

$18,999 

BUICK  driver  seat  and  antenna  •  driver  air  bag 

•  ABS  brakes  •  power  windows  and 
door  locks  •  AM-FM  stereo  cassette 

•  DynaRide®  suspension  •  PASS-Key® 
theft-deterrent  system  •  special  90th 
Anniversary  badging. 

The  90th  Anniversary  LeSabre  is  our 
anniversary  gift  to  you.  So  drive  one  home.  Oh, 
about  the  sticker— go  ahead,  take  it  off.  Keep  them 
guessing.  For  more  information,  see  your  Buick 
dealer  today  or  call  1-800-4A-BUICK. 


*  MSKP  includes  dealer  prep  and  destination  charge.  Tax  and 
license  are  additional  *  •Information  from  IntelliChoice.  Inc 's 

I  ':)9:i  The  Complete  Car  Cost  Guide 


BUICK 


LeSabre  is  a  registered  lrademarl<  ol  GM  Corp 
i£)1993  GM  Corp,  All  rights  reserved, 

Buckle  up,  America!  1  I 
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'HANDS  OFF 
MY  STOCK  PILE' 

EXECUTIVES  ARE  DECRYING  A  PROPOSAL  TO  CHARGE  OPTIONS  TO  EARNINGS 


The  consequences,  executives  warn, 
are  almost  too  dire  to  contemplate. 
Big  American  companies  may  be 
forced  to  reduce  their  investments  in  re- 
search and  development  and  to  pare  cap- 
ital-equipment purchases.  Smaller  entre- 
preneurial companies,  already  starved 
for  cash,  may  go  belly-up,  unable  to  at- 
tract skilled  talent.  U.  S.  competitiveness 
could  sink  in  global  markets. 

What  travesty  possibly  could  inspire 
such  fear,  gloom,  and  bombast?  War? 
Famine?  Try  an  esoteric,  seemingly 
modest  number-crunching  issue  soon  to 
be  decided  by  the  little-known  Financial 
Accounting  Standards  Board:  whether 
stock  options  should  be  charged  to  earn- 
ings. On  Apr.  7.  the  seven-member 
board,  which  sets  generally  accepted  ac- 
counting rules,  is  likely  to  act  on  a  staff 
recommendation  favoring  the  plan. 

Approval  could  wipe  out  billions  of 
dollars  in  paper  corporate  [jrofits  and 


threaten  some  of  the  personal  wealth  of 
virtually  every  senior  executive  and  en- 
trepreneur in  the  nation.  That's  why 
Corporate  America  &  Co.  has  bombard- 
ed F.A.SB  with  hundreds  of  letters,  and  it's 
why  grim,  gray-suited  delegations  of  ex- 
ecutives, accountants,  and  consultants 
have  trekked  to  the  board's  Norwalk 
(Conn.)  headquarters  to  plead  their  case. 
Opponents  believe  they  have  four  of  the 
five  members  necessary  to  scuttle  the 
proposal. 

ODD  ALLIES.  That  Big  Business  is  lobby- 
ing so  intensely  on  its  own  behalf  is  no 
surprise.  Look  beneath  the  sheets, 
though,  and  you'll  find  some  intriguing 
bedfellows.  This  dispute  has  sparked  a 
striking  coalition  between  big  business 
and  shareholder  advocacy  groups — 
normally  mutually  skeptical  adver- 
saries. Both  the  Council  of  Insti- 
tutional Investors  and  United 
Shareholders  Assn.,  the  two 


most  prominent  groups  of  sharehn 
activists,  have  joined  AT&T.  General  I 
trie,  and  others  in  rejecting  the  cha 
"We're  in  favor  of  option  program- 
cause  they  link  executive  and  sharel . 
er  interests,"  says  Ralph  W.  Whitwcti 
president  of  United  Shareholders.  ' 

Instead  of  changing  option  accost 
ing,  Whitworth  and  others  pro]; 
greater  disclosure  of  option  plan? 
earnings  statements — estimating,  foi 
ample,  the  effect  of  grants  on  fu 
dilution.  This  alternative  has  gained  |. 
port   from   accounting  I 


FROM  THE  MAILROOM... 

Excerpts  from  the  400  letters  received  by 
the  Financial  Accounting  Standards  Board 
regarding  its  proposal  to  charge  executive 
stock  options  against  corporate  earnings: 


"If  your  goal  is  to  attack  fat-cat, 
executive  compcusatiou  in  multi- 
billion  dollar  firms,  then  please 
do  so!  But  not  at  the  expense  of 
the  people  who  are  running  'lean 
and  mean, '  trying  to  build 
businesses  and  creating 
jobs  in  the  process.  " 

— Anthony  DePaul,  owner 
Software  Shop  Systems 
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rdinpensation  consultants,  and 
Minpanies  as  American  Brands, 

I  i^-  Johnson,  and  McDonald's, 
i;il)ly,  politics  has  further  mud- 

inherently  complex  issue.  Exec- 
reuse  FAsri  of  taking  its  cues 
ipitol  Hill,  inspired  by  populist 
and  the  outcry  over  excessive 
i)ay.  "Ludicrous,"  retorts  Den- 
llci'esford,  FASB  chairman.  "Even 
rrc  playing  politics,  it's  not  clear 
jiolitician  we  should  listen  to  at 
ml." 

UCKS.  Of  course,  there  is  a  politi- 
aiid  Washington  is  passionately 
i.  Senator  Carl  Levin  (D-Mich.), 
■  I  vocal  proponent  of  a  charge, 

I I  If  Securities  &  Exchange  Com- 
I  10  impose  its  own  accounting 

'SB  fails  to  act.  Meanwhile,  op- 
a'e  lobbying  the  Clinton  Adniin- 
M  U)  stay  out  of  the  wrangle, 
le  fuss?  Accounting  rules  treat 
ions  as  if  thev  are  free — when 
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just  about  everyone 
agrees  that  a  stock  o\)- 
tion  has  value.  Because 
they  aren't  expensed  to 
earnings,  however, 
some  companies  hand 
out  megagrants  of  op- 
tions every  year — to 
both  CEOs  and  rank- 
and-file  workers  (page 
30).  CEO  awards,  of 
course,  are  the  issue: 
In  1992  alone,  Walt  Dis- 
ney CEO  Michael  D. 
Eisner  realized  $197 
million  in  stock-option  gains;  Hospital 
Corp.  of  America's  Thomas  F.  Frist  Jr. 
pulled  down  $125.9  million. 

Over  the  past  nine  years,  every  fasb 
board  member  has  supported  an  ac- 
counting charge,  arguing  that  earnings 
should  reflect  the  true  cost  of  such  com- 
pensation. But  action  has  been  frozen, 
because  of  the  issue's  controversy  as 
well  as  disagreement  over  how  to 
value  options.  Most  opponents  ar- 
gue that  pricing  models  can't  predict 
the  value  of  a  stock  option.  Any  at- 
tempt at  that,  they  say,  is  mean- 
ingless. That  attitude  irks 
the  FASB  chairman. 
The  people  who  are 
opposition  don't 
seem  to  recognize 
that  there  are 
reasonable  ar- 
guments in 
favor  of  a 
charge," 


THE  OPTION  PUT 
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says  Beresford.  "The  ar- 
guments in  favor  of 
an  expense  are  more 
persuasive." 

The  opposition  has 
been  spearheaded  behind 
the  scenes  by  the  Busi- 
ness Roundtable,  the 
elite  group  of  CEOs  of 
more  than  200  large  cor- 
porations. Last  June, 
Citicorp  Chairman  John 
S.  Reed,  who  heads  a 
task  force  on  accounting 
principles,  began  urging 
his  Roundtable  colleagues  to  "communi- 
cate" their  positions  to  the  board  as  well 
as  to  accountants  and  pay  consultants. 

Sure  enough,  more  than  400  opposing 
comments  flooded  the  board's  offices.  In 
one  letter.  Motorola  Controller  Kenneth 
J.  Johnson  claimed  that  expensing  op- 
tions would  be  "destructive  to  the  integ- 
rity of  accounting  standards."  Other 
critics  warned,  not  without  considerable 
hyperbole,  that  the  proposal  threatened 
U.  S.  companies'  competitiveness.  "With 
all  its  implications  for  lost  productivity, 
dampened  incentives,  and  squandered 
opportunities,  the  ultimate  loser  would 
be  the  U.  S.  economy,"  argued  Jerry  J. 
Jasinowski,  president  of  the  National 
Association  of  Manufacturers. 

For  all  the  talk,  no  one  knows  precise- 
ly what  the  impact  of  an  accounting 
charge  would  be.  But  that  hasn't 
stopped  companies  from  guessing.  3Com 
Corp..  a  communications-software  com- 
pany in  Santa  Clara,  Calif.,  maintains  its 


"At  Toys  'R'  Us,  options  arc  spread 
throughout  the  company  and  form  an 
impoiiant  incentive  for  employees.  Why 
do  you  alt  wish  to  harm  a  great  and 
^^^\   successful  American  company?" 

—Harold  Wit, 
Toys  'R'  Us  director 

''Stock  options  have  fueled 
the  creation  and  growth  of 
many  of  A  m  erica 's  most 
innovative  companies. " 
Employees  are  "motivated 
and  work  better  as  a  team.  " 

— G.  Kirk  Raab, 
chief  executive,  Genentech 
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net  income  would  lie  reduced  by  more 
than  50',''.  Defense  contractor  Raytheon 
Co.  says  expensing'  options  could  cut 
annual  aftertax  j.)rofits  by  r/;,  or  $30 
million. 

Those  concerns  are  hardly  offset  by 
the  scant  few  letters  supporting  an  ac- 
counting charge.  Indeed,  the  proponents 
are  a  weak-kneed  lot,  leaving  their  mis- 
sives unsigned  or  masked.  One  conceded 
that  if  his  CEO  ever  knew  he  was  writing 
FASB  in  favor  of  the  proposal,  "I  would 


be  joining  the  new  unemployed."  One 
letter  was  signed  by  a  "Mr.  Beauregard 
T.  Greede,"  apparently  a  fictional  for- 
mer chairman  of  Sillicorp  Inc.  Wrote 
Greede:  "Do  you  think  my  handpicked 
board  of  directors  would  have  awarded 
me  options  on  a  gazillion  shares  of  Silli- 
corp stock  if  they'd  had  to  tell  the  stock- 
holders what  the  options  were  worth? 
And  expense  'em!" 

Probably  not.  Whatever  F.\^b  decides 
on  Apr.  7,  this  issue  isn't  likely  to  die  a 


quiet  death.  If  the  board  switche  it 
focus  to  new  disclosure  rules,  yoi>a, 
bet  there  will  be  a  fight  over  that  i  u( 
too.  If  it  gives  the  go-ahead  for  an!e> 
posure  draft"  to  charge  options  to  |it 
ings,  the  board  will  seek  public  v 
ments  in  June.  As  Alan  M.  Johnsi 
New  York-based  pay  consultant  pu 
"This  is  not  the  end  of  the  game,  bu 
kickoff  for  the  second  half."  Keep  t 
cards  and  letters  coming,  folks. 

Bij  John  A.  Byrne  in  Nonvalk,  ( 


MORE  WORKERS  ARE  GETTING  A  STAKE— FOR  NOW 


Peter  Cruz  didn't 
much  like  the  food 
at  his  school's  caf- 
eteria. But  rather  than 
accept  the  fare  as  the  un- 
fortunate lot  of  a  part- 
time  business  student, 
Cruz  sensed  opportunity. 
A  local  market  manager 
for  KFC  Corp.,  Cruz  and 
David  Rios,  another  man- 
ager, in  1990  persuaded 
the  Universidad  Metropo- 
litana  in  San  Juan,  P.  R., 
to  let  KFC  manage  the 
cafeteria.  Now,  students 
enjoy  Kentucky  Fried 
Chicken,  Pizza  Hut  pies, 
Taco  Bell  tacos,  and 
Frito-Lay  snacks.  And 
PepsiCo  Inc.,  which  owns  all  those 
brands,  is  happily  selling  twice  as 
much  food  there  as  it  expected. 

Cruz's  efforts  were  motivated  by 
more  than  taste  buds.  PepsiCo  paints 
Cruz's  enterprise  as  the  product  of 
SharePower,  an  egalitarian  plan  that 
cuts  Cruz  and  120,000  other  workers  a 
piece  of  the  PepsiCo  pie.  For  four 
years,  Cruz  has  received  options  on 
company  stock  worth  lO^'^  of  his  previ- 
ous year's  compensation.  The  result? 
"I  think  like  I  am  an  owner  of  the 
company,"  says  Cruz.  He  also  has  done 
well  by  the  program:  His  ojjtions  now 
represent  shares  worth  $42  apiece — 
more  than  double  their  value  in  1989. 
UNDER  THE  GUN.  Once  the  domain  of 
executives  only,  stock  options  increas- 
ingly are  making  their  way  down  the 
ladder.  The  National  Center  for  Em- 
ployee Ownership,  a  research  group  in 
Oakland,  Calif.,  estimates  that  during 
the  past  three  years,  several  hundred 
employers — including  nearly  a  dozen 
major  public  companies  (table) — have 
extended  stock  options  to  the  rank 
and  file. 

Now,  these  programs  face  the  same 
threat  as  CFO  stock-option  plans.  The 


KFC  ilfo- 

KFC'S  RIOS  AND  CRUZ:  ALL  PEPSICO  WORKERS  CAN  RECEIVE  STOCK  OPTIONS 


Financial  Accounting  Standards  Board 
may  require  companies  to  record  a 
charge  against  earnings  for  all  stock 
options  granted  in  compensation 
schemes.  In  the  face  of  such  require- 
ments, companies  that  broadly  grant 
stock  options  could  well  cut  those  pro- 
grams before  they  start  pruning  sa- 
cred executive-pay  packages.  Says 
Robert  Salwen,  a  pay  consultant  with 
William  M.  Mercer  Inc:  "Those  broad- 
based  plans  would 
essentially  be  dead." 

One  reason  stock- 
option  plans  for  the 
masses  are  so  vul- 
nerable: They  have 
caught  on  largely  be- 
cause they  don't  cost 
employers  much.  For 
now,  the  future  cost 
of  options  doesn't 
appear  as  an  ex- 
pense on  issuers'  in- 
come statements. 
And  options  are.  by 
definition,  cheaper 
than  the  millions  of 
shares  of  stock  pur- 
chased by  companies 


SOMETHING 
FOR  EVERYONE 


Tlu'sc  luhipiDues gidiil  stuck  vpliuns 
to  large  portions  of  Ihcir  work  forces: 

Company 

Percent 
eligible 

Year 
initiated 

DU  PONT 

100% 

1991 

DURACELL 

100 

1993 

NYNEX 

100 

1992 

PEPSICO 

100 

1989 

NATIONSBANK 

97 

1992 

MERCK 

90 

1991 

WHIRLPOOL 

60 

1991 

WASTE  MANAGEMENT  36 

1990 

WARNER-LAMBERT  35 

1992 

DATA:  COMPANY  REPORTS 


to  fund  employee  sti 
ownership  plans  (ESOr 
The  case  for  emplo\ 
option  grants  is  stronj^ 
other     ways.  Unl 
shares  granted  in  Esu 
options  are  worthless 
employees  unless  the 
derlying  stock  gains  \ 
ue — thus  the  incentive 
perform  is  greater.  Mo 
over,    the  number 
workers  who  exercise  ■ 
tions  at  any  one  time 
small — just  10'^  of  t; 
options  granted  by  P(h 
siCo  have  been  exercisi 
So  the  dilutive  effect  \ 
an  issuer's  stock  is  ty[ 
cally  slight.  j 
Whether  these  plans  actually  workji 
another  question.  Such  companies 
Pfizer  Inc.  and  Microsoft  Corp.,  whi| 
have  granted  options  for  years,  sj 
they  help  created  a  sense  of  ownersh 
among  workers.  An  option  plan,  moi 
over,  "clarifies  the  common  objective 
says  Kevin  Murphy,  a  Harvard  Univ( 
sity  business  professor.  But  that  Ij 
itself  doesn't  guarantee  performani 
gains.  Says  Murphy:  "It's  ridiculous 
tie  the  janitor's  p; 
to  stock.  It's  not  g 
ing   to   make  hi 
push     the  broo 
harder." 

Have  stock  optioi 
helped  Peter  Cn 
sell  more  chicker 
He  thinks  so.  Ce 
tainly,  like  PepsiC 
chairman  D.  Wayr 
Calloway  (who  hole 
options  on  3  millic 
shares),  he  stands  ' 
pick  up  extra  cas 
Unless  FASB  chang( 
the  rules,  anyway. 

By  Grace  M.  Kai 
in  New  York 
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AL REPORTS  I 


I 'S  CORPORATE  AMERICA'S 
2  »RING  HORNBLOWING  FESTIVAL 


ng  through  this  year's  annual  reports:  Better  us  than  you 


■(■  started  to  clog  the  mailbox  by 
unannounced,  often  univanted. 
Ill  reports — the  yearly  report 

photo  album,  and  corporate 
'  in  one.  Some  trumpet  the  suc- 

of  the  12  months  past,  real  or 
others  just  trumpet.  BL'SISESS 
X  Grace  M.  Rang  plowed  through 
Kir's  crop  to  judge  the  best — and 
-of  the  breed. 


I  r 

\  AESPUN 

/  ICE 


T  Abraham 
m's  favorite 
was: 
many  legs 
u  ilog  have  if 
(■ail  his  tail  a 
■  The  answer: 
nr,  because 


iii:  a  tail  a  leg  doesn't  make  it  a  leg." 
same  is  true  for  corporate  account- 
says  Warren  E.  Buffett  in  his  report 
!i  I'kshire  Hathaway  Inc.  sharehold- 
it  behooves  managers  to  remem- 
tliat  Abe's  right,  even  if  an  auditor 
illing  to  certify  that  the  tail  is  a  leg." 
hat  nugget  of  wisdom  is  one  of  many 
iv  plain  red-and-manila  annual,  which 
liy  its  no-nonsense  advice  by  spell- 
out  per-share  book"  value  and  net 
til  in  its  opening  paragraphs — no 

at  hardship,  admittedly,  when  they're 
I'.'arty  as  Berkshire's.  It  even  offers 

anecdote  illustrating  Buffett's  affec- 
fiir  Berkshire  managers  who  work 

t  retirement  age.  His  politically  incor- 
story  has  to  do  with  a  woman's  idea 

the  perfect  spouse — an  archeologist. 

le  older  I  get,"  she  says,  "the  more 

il  be  interested  in  me." 


1ST  WELCOME 
NESTY 

neral  Motors 


"GMiSACCELERffnNG 

Its  Progress 


cp.  s  report  is  a 
cry  from  the 
issy,  self-ab- 
■bed  models  of 
irs  past.  Now, 
're  talking  aus- 
ity:  black  and 
lite,  recycled 
per,  earnest  messages  from  Jack 
lith  and  his  lieutenants  on  the  compa- 
's  "new  vision  and  new  direction."  To 


iiii/>ravig  compclilimicsi. 
tnui  n-(lt(ati^  costs.  Mf 
mttizv  the  n}firn<yiit 
i  hatiric  uilil  irill  nutlet 
thL'r  opportunity  slip  In 
\Vi- i^iUnuLXimize  mini' 
Jitr  our  atilorwrs  tiiii/ 
rnliire  CMi  pmntiibility: 


its  credit,  the  report  candidly  lays  out 
G.M's  woes:  "GM  faced  some  of  the  most 
difficult  times  in  its  history  in  1992,"  it 
admits  at  the  beginning.  Even  that,  of 
course,  is  an  understatement. 

But  the  sober  pages  offer  an  upbeat 
oddity:  A  four-color  foldout  featuring 
eight  GM  vehicles,  with  blurbs  from  fa- 
vorable car  reviews.  It's  a  terrific  sales 
brochure,  complementing  the  section  de- 
tailing GM's  new  credit  card.  An  800 
number  is  thoughtfully  appended  for 
shareholders  who  suddenly  feel  the  urge 
to  acquire  new  plastic. 

Honorable  Mention:  Aetna  Life  &  Ca- 
sualty Co.,  whose  report  is  sheathed  in 
plain  bond,  a  la  Playboy.  The  implied 
warning:  Open  at  your  own  risk.  Inside, 
the  confirmation:  "Aetna's  1992  financial 
results  were  completely  unsatisfactory." 


WARMEST  AND 
FUZZIEST 


Safeco  Corp.'s  re- 
port offers  an 
eight-page  pullout 
of  apple-pie  good- 
ness. A  big  white 
teddy  bear,  ac- 
companied by  a 
standard  adorable 
child,  is  featured 
prominently  in  two  large  photographs. 
"Care  and  compassion  speed  the  healing 
after  Oakland  fire,"  explains  the  head- 
line. True  enough.  The  1991  Bay  Area 
fire  wrecked  many  homes,  143  of  which 
were  insured  by  Safeco.  But  no  catastro- 
phe justifies  the  ultimate  syrupy  assault: 
On  the  next  page,  not  one,  but  two  smi- 
ley faces  are  painted  on  a  grateful  insur- 
ance recipient's  home. 

Testimonials  and  photographs  of  hap- 
py-as-can-be  Safeco  customers  are  sprin- 
kled throughout.  "Do  you  see  this?" 
says  Brenda  Reed,  blueprint  in  hand. 
"This  beautiful  house  is  going  to  be  sit- 
ting up  there  by  the  end  of  the  year 
because  of  Safeco!" 

Runner-up:  Aerospace  contractor 
Lockheed  Corp.,  whose  64-page  epic 
showcases  stunning  watercolor  depic- 
tions of  soothing,  back-to-nature  scenes. 
Lush  forests,  soaring  mountain  peaks, 
awesome  coastlines  . . .  ahhh.  It  would 
all  feel  so  good  if  it  weren't  for  the 
jarring  images  of  fighter  planes  and  mis- 
sile launchers  painted,  beautifully,  into 
the  scenes. 


OBVIOUSLY 
SELF-SERVING 

What's  a  palat- 
able way  to  tell 
your  shareholders 
about  the  $197 
million  you  pock- 
eted in  1992  from 
exercising  stock 
options?  And  how  do  you  ask  them  to 
oppose,  at  least  in  spirit,  new  accounting 
rules  that  could  take  those  riches  away? 

Try  Walt  Disney  CEO  Michael  D. 
Eisner's  homey,  modest  tack:  "While  it 
may  be  positive  that  the  new  administra- 
tion plans  to  raise  all  sorts  of  taxes  to 
help  reduce  the  federal  deficit,  some  of 
those  proposals  will  have  a  serious  nega- 
tive effect  on  your  company,  especially 
in  the  area  of  deductibility  of  executive 
compensation.  Like  all  reasonable  people 
we  must  accept  new  taxes,  but  we  must 
also  protect  our  shareholders  whenever 
possible."  Translation:  I  made  loads  of 
money.  I  want  to  make  more. 


YAWN  OF 
THE  YEAR 


A  very  tough  call. 
Any  number  of 
companies  could 
have  walked  off 
with  this  award. 
As  Sid  Cato,  who 
pens  a  newsletter 
on  annual  re- 
ports, says:  "This 
year  was  a  better 


COMPAQ 


class  of  garbage. 
Nothing  was  really  bad,  but  nothing  was 
really  unusual  or  outstanding." 

As  a  symbolic  choice  among  many,  we 
offer  Compaq  Computer  Corp.'s  report. 
Although  the  cover  is  a  snazzy  purple 
and  aqua,  the  contents  simply  duplicate 
the  company's  10-K  and  proxy  state- 
ments. There's  no  color,  no  photographs 
(other  than  black-and-white  head  shots 
of  white,  male  board  members),  nor  clev- 
er comments  to  alleviate  the  boredom. 

Compaq  says  the  bare-bones  look  is  an 
attempt  at  saving  money  while  answer- 
ing shareholder  demands  for  only  the 
most  basic  financial  information.  "What 
it  really  comes  down  to  is  what  investors 
really  want  to  know,"  says  a  spokesman. 
"We've  been  hearing  for  a  number  of 
years  that  big  and  glossy  doesn't  do  it." 
Then  again,  deadly  dull  doesn't  quite  do 
it,  either. 

Second-place:  Eagle-Picher  Industries 
Inc.,  which  entices  shareholders  by 
wrapping  its  gray-colored  annual  in  an 
elegant  ribbon  with  the  company  seal. 
Break  the  ribbon,  open  the  report,  and 
what  do  you  get?  Twenty-eight  pages  of 
photograph-free  black-and-white  print — 
an  insomniac's  dream. 
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MANAGEMENT  STRATEGIES  I 


'I'M  GOING  TO  LET  THE  PROB 
COME  TO  ME' 

ILEMS 

CEO  Gerstner  plaiis  to  do  a  lot  of  listening  before  he  does  anytliing  else 

GERSTNER, 
NO  FAN  OF 
CENTRALIZATION, 
SAYS  HE'S  GOING 
TO  GET  TO  KNOW 
IBM'S  PEOPLE 
BEFORE  PICKING  A 
PRESIDENT— OR 
DECIDING  IF  HE 
WANTS  ONE 


The  man  who  just 
ST  took  on  the  toughest 
fS    management  chal- 
55  lenge  in  Corporate 
_  America  would  have 

you  believe  that  he's  planning  a  busy 
but  highly  unstructured,  less-than- 
stress-filled  inaugural  period  in  the  job. 
"I'm  going  to  approach  this  job  very 
heuristically  for  the  first  month  or  so," 
says  Louis  V.  Gerstner  Jr.,  IBM's  new 
chief  executive.  "I'm  going  to  be  as  fluid 
as  I  can.  I'm  going  to  let  the  problems 
come  to  me." 

Even  without  inviting  troubles, 
though,  reality  is  likely  to  intrude.  Out- 
siders insist  that  Gerstner  must  act 
quickly — or  see  Big  Blue  slij)  into  corpo- 
rate paralysis,  putting  it  even  further 
behind  rivals  and  deejjening  its  financial 
woes.  In  the  period  ended  Mar.  31,  IBM  is 
headed  for  its  second  consecutive  cjuar- 
terly  operating  loss.  For  1993,  Big  Blue 
is  likely  to  post  a  huge  operating  loss, 
warns  Charles  Ferguson,  co-author  of 
Compiifcr  Wens,  a  book  about  IBM. 
"This  year  will  really  be  a  disaster,  and 
if  they  don't  shut  down  facilities  and  get 
rid  of  people,  it  will  be  an  unmitigated 
disaster,"  he  figures.  Wall  Street's 
gloomiest  guess:  a  loss  of  $627  million. 
Gerstner's  schedule  is  already  getting 


Even  before  he  showed  up  in  IBM's  Ar- 
monk  (X.  Y.)  headquarters  for  his  offi- 
cial start  on  Apr.  1,  he  had  torn  up  his 
original  plans  for  that  day  to  meet  with 
the  company's  key  international  manag- 
ers, who  were  in  town  for  a  gathering. 
That  opportunity  surfaced  at  a  meeting 
Gerstner  held  with  IBM's  top  20  manag- 
ers soon  after  he  was  named  to  replace 
John  F.  Akers  on  Mar.  26. 

The  day  before  his  election  by  IBM's 
board  on  Mar.  30,  the  former  chairman 
and  CEO  of  R.JR  Nabisco  Holdings  Corp. 
sat  in  a  40th-floor  office  at  IBM's  mid- 
town  New  York  skyscraper  and  in  an 
interview  with  BU.SINESS  WEEK  outlined 
how  he  would  take  the  company's  reins. 
Although  he  declined  to  disclose  specific 
plans,  he  did  discuss  his  basic  manage- 
ment approach. 

He  also  revealed  that  a  secret  3'/2- 
hour  meeting  in  a  Washington  hotel 


"I  want  to  see 
as  much,  hear  as 

much,  and  feel 
as  much  as  I  can" 


room  with  an  unnamed  senior  IBM  e:  s 
tive  in  early  March  played  a  "cr 
part"  in  his  decision  to  accept  the  ^ 
despite  his  inexperience  in  high-tec 
ogy  businesses.  "I  went  through  < 
tion  after  question,"  Gerstner  says, 
had  to  arrive  incognito,  and  I  slippe( 
of  other  business  I  had  there.  It 
vinced  me  that  a  great  deal  of 
needed  to  be  done  would  fall  into 
'managing  change'  category,"  Accoi  > 
to  a  well-informed  source,  the  exec 
was  Vice-Chairman  Paul  E.  Rizz 
longtime  iBMer  called  out  of  retirei 
in  January  to  aid  Akers.  IBM  diri 
James  Burke,  head  of  the  board's  st 
committee,  arranged  the  meeting. 

Gerstner  also  dismissed  the  idea 
he'll  soon  choose  a  president  with  a 
nology  background  to  replace  Jac^ 
Kuehler,  as  has  been  widely  predi 
"I  have  no  idea  how  best  to  org; 
IBM,"  he  sighs,  showing  frustration 
what  he  later  termed  the  "frenetic, 
niacal  press  announcing  everyt' 
weeks  and  weeks  in  advance."  ("Bj 
time  I  joined  IBM,  I  was  old  news, 
quips.)  Gerstner  hinted  that  he  wan 
get  to  know  IBM's  people  before  cl 
ing  a  president — or  even  deciding  wl 
er  to  have  one.  His  fondness  for  d( 
tralization  v,'orks  against  the  idea. 
FREE  ADVICE.  Gerstner  was  well-bri< 
Before  he  took  the  job,  which  will 
him  $2  million  in  salary  in  1993  pi 
potential  $1.5  million  performance-b 
bonus,  stock  options,  and  a  $5  mi 
bonus  to  sign  on.  Burke  had  inund 
him  with  documents  on  the  comj 
written  by  insiders  and  outsiders.  ' 
parently,  IBM  gets  a  lot  of  free  adv 
Gerstner  notes.  He  talked  with  se\ 
outsiders  and  read  Computer  ^ 
Over  the  Mar.  27-28  weekend,  Gers 
took  home  four  briefcases  of  work. 

Nonetheless,  Gerstner  says  he  w 
decide  what  to  do  at  IBM  until  he  ( 
pletes  a  major  reconnaissance  misi 
"I've  got  to  immerse  myself  in  this  ( 
pany,"  he  says  "I  want  to  see  as  m 
hear  as  much,  and  feel  as  much  as  I 
in  the  context  of  the  ongoing  busines 
this  company.  I  don't  want  to  [just] 
in  people  and  have  them  speak  to  r 
So,  though  he  will  schedule  many  for 
meetings  with  higher-ups,  he'll  also  r 
over  meals  with  midlevel  employees 
tour  the  company's  far-flung  facili 
Along  the  way,  he  will  ask  a  lot  of  q 
tions.  In  the  next  month,  he'll  also 
ture  to  Europe  and  the  Far  East, 
key  profit  centers  that  are  founderi) 

Gerstner's  survey  will  go  outside 
company,  too.  "I'm  going  to  spenc 
much  time  with  customers  as  I  can,' 
says — something  he  told  top  manaj 
was  "the  most  important  thing  I  war 
do."  As  if  to  provide  evidence,  when 
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gt'V  invited  iiim  to  come  to  "part 
two-day  meeting  with  U.  S.  cus- 
•s  in  May,  says  Gerstner,  "I  said  I'd 
9re  for  the  whole  thing."  Still,  he 
s  that  he  hasn't  yet  figured  out  a 

0  observe  customers  informally,  as 

1  at  RJR  by  visiting  supermarkets, 
there  are  IBM's  business  partners 
et,  Gerstner  adds. 

ZZLE.'  What's  behind  these  inquisi- 

"In  my  mind  is  a  list  of  issues 
view  as  a  puzzle,"  he  explains, 
go  through  these  meetings,  one 
et  a  little  clearer  and  one  will  get  a 

more  complicated."  From  that, 
ner  will  attempt  to  design  "a 
i-minded,  hard-hitting  strategy, 
takes  a  lot  of  analysis,  a  looking 
le  rather  than  inside.  That  takes  a 

debate.  And  ultimately,  it  takes  a 

risk-taking."  Once  he's  got  a  strat- 
le  says  the  trick  will  be  getting  IBM 
'sue  it  with  "a  maniacal  devotion." 
.  if  Gerstner,  the  IBM  neophyte,  dis- 

confidence,  skeptics  abound.  "No 
r  who  was  chosen,  the  odds  are 
st  him,"  contends  James  O'Toole, 
five  director  of  the  University  of 
ern  California's  Leadership  Insti- 
By  all  accounts,  righting  IBM  will 
'e  major  change  in  the  company's 
/  held,  highly  structured  political 
•e:  To  keep  pace  with  rivals,  it  has 

faster-acting,  more  entrepreneur- 
nd  probably,  broken  into  pieces, 
jet  effective  change,  you  build  on 
alues  of  the  company,  but  IBM's 
5  don't  mesh  with  the  structure  of 
ding  company  with  small  indepen- 
units,"  O'Toole  says.  Even  if  they 
ultural  change  takes  time,  and  IBM 
't  have  much  right  now. 
•stner  soon  must  make  several  key 
i'Ons,  including  whether  to  split  up 
which  businesses  to  expand,  and 
;hould  run  those  key  units.  He  has 
■ure  out  a  way  to  manage  the  de- 
of  the  company's  once  vast  main- 
;  business.  He  has  to  decide  which 
!  ,ies  to  close  and  how  to  cut  staff  to 

IBM's  costs  in  line  with  such  rivals 
pple  Computer  Inc.  and  Compaq 
luter  Corp.,  which  post  revenues 
'  mployee  of  two-and-a-half  or  three 

IBM's  $213,000.  Ferguson  believes 
IS  many  as  130,000  of  IBM's  280,000 
2rs  will  have  to  go,  though  IBM  will 
to  hire  some  people  with  different 
,  too.  Gerstner  himself  will  soon 
I  chief  financial  officer. 

wonder  the  doubters  currently  out- 
ler  the  believers.  "It's  an  impossible 

Ferguson  says.  In  contrast  with 

ailing  companies,  where  news  of  a 
.fe  in  CEO  sends  the  stock  up,  IBM's 
it,  languishing  around  50,  down 

a  high  of  176  in  1987.  To  change 
Gerstner  will  have  to  kick  his  plan 
2tion  into  high  gear. 
'  y  Judith  H.  Dobrzijnski  in  New  York 


Commentary /by  Geoff  Lewis 

ONE  FRESH  FACE  AT  IBM 
MAY  NOT  BE  ENOUGH 


On  Jan.  28,  1988, 
IBM  announced 
what  it  called  then 
■  its  most  sweep- 
ing reorganization 
since  the  1950s.  Big  Blue  was  decen- 
tralizing, pushing  decision-making 
down  to  the  front  lines  so  that  the 
company  could  respond  faster  to  the 
mercurial  changes  in  its  markets.  That, 
said  Chairman  and  Chief  Executive  Of- 
ficer John  F.  Akers,  would  soon  pull 
IBM  out  of  the  slump 
that  had  begun  in 
1985. 

Dispatched  to 
IBM's  headquarters 
in  Armonk,  N.  Y.,  I 
pumped  the  CEO  for 
details  of  this  "New 
IBM."  As  my  hour 
ran  out,  I  asked  him 
one  final  question: 
Wasn't  there  a  risk 
that  this  reorganiza- 
tion might  have  little 
impact  if  IBM  didn't 
also  bring  in  some 
outside  managers — 
with  new  perspec- 
tives and  new  ideas? 
By  then,  I  had  cov- 
ered IBM  for  10  years 
and  had  yet  to  meet 
an  executive  who 
was  not  a  life- 
long IBM  employee. 
IBMers  were  bright. 
They  were  polished. 
They  lived  up  to  the 
Big  Blue  stereo- 
type— white  shirts  and  all. 

Akers  seemed  shocked — maybe  even 
offended — by  my  question.  After  a  mo- 
ment, he  answered:  IBM  has  the  best 
recruitment  system  anywhere  and 
spends  more  than  anybody  on  training. 
Sometimes  it  might  help  to  seek  outsid- 
ers with  unusual  skills,  he  acknowl- 
edged, but  the  company  already  had 
the  best  people  in  the  world. 
ARMONKSPEAK.  Looking  back,  Akers' 
response  showed  how  far  removed  he 
and  other  IBMers  had  become  from  the 
rest  of  the  computer  industry — and 
why.  For  years,  Big  Blue's  culture,  as 
codified  by  its  legendary  CEO  Thomas 
Watson  Sr.,  had  been  its  great 
strength.  The  culture  helped  IBM  orga- 
nize vast  resources  to  deliver  products 
and  services  to  customers  worldwide. 


THE  CORPORATE  CULTURE  INSPIRED 
BY  TOM  WATSON  NOW  SEEMS  DATED 


Lush  benefits  and  a  no-layoffs  "prac- 
tice" inspired  great  loyalty  among  the 
company's  rank  and  file. 

By  the  1980s,  however,  the  IBM  cul- 
ture had  turned  insular.  IBMers  even 
had  their  own  language.  Other  comput- 
er makers  spoke  of  disk  drives.  IBMers 
insisted  on  "hard  files."  Circuit  boards 
were  "planar  boards."  But  the  cul- 
ture's cornerstone,  the  promise  of  a  job 
for  life,  became  a  millstone  as  the  or- 
ganization ballooned. 

The  irony,  of 
course,  is  that  after 
five  years,  a  second, 
more  radical  restruc- 
turing, and  losses  to- 
taling $7.8  billion, 
the  IBM  board  de- 
clared in  January 
that  an  outsider  is 
exactly  what's  need- 
ed to  reverse  the  gi- 
ant company's  slide. 
Akers'  replacement, 
Louis  V.  Gerstner 
Jr.,  may  be  the  ideal 
person  for  the  job: 
He  even  lacks  the 
prejudices  about  Big 
Blue  that  are  har- 
bored by  rival  com- 
puter executives. 
STILL  FOGGY.  But  the 
fresh  air  should  not 
be  limited  to  Ar- 
monk. Even  now,  the 
Big  Blue  lingo  and 
the  old  ways  it  signi- 
fies persist.  Last 
week,  I  asked  an 
iBMer  if  his  division  would  have  lay- 
offs. "We  will  continue  to  participate 
in  resource  programs,"  came  the  famil- 
iar, reality-obscuring  jargon.  And  after 
decades  of  painstakingly  pursuing  con- 
sensus, the  impulse  among  IBMers  is 
still  to  call  a  meeting,  not  make  a 
decision. 

IBM  needs  lots  of  Gerstners  now.  The 
new  CEO's  arrival  coincides  with  IBM's 
first  layoffs.  That  spells  the  end  of  the 
old  culture,  giving  him  a  chance  to 
bring  in  more  fresh  blood  as  well  as 
uncover  the  talents  of  IBMers  who  re- 
main. It  can  be  done.  Look  how  Ameri- 
can Telephone  &  Telegraph  has  shaken 
its  Ma  Bell  mentality. 

Sc»iof  Editor  Lewis  supervises 
BUSINESS  WEEK'S  computer  coverage. 
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WHY,  BLESS  MY  SOUL,  IF  IT  ISN'T 
A  TAKEOVER  BATTLE 


A  health-care-industry  tiff  has  Abbey  chasing  the  larger  Lifetime 


Talk  about  life  imitating;  art.  Timo- 
lliy  Aitken,  chairman  of  Al)bey 
Healthcare  Group  Inc.,  was  watch- 
in^f  the  Mar.  20  TV  broadcast  of  Burbar- 
iai/s  at  the  Gate  while  musing  ai)out  a 
real-life  merger  of  his  own.  For  months, 
he  had  been  quietly  trying  to  arrange  a 
marriage  with  Lifetime  Corp.,  a  much 
larger  provider  of  home  health-care  ser- 
vices. Lifetime  had  rebuffed  the  over- 
tures, and  Aitken  was  at  a  loss.  Sudden- 
ly, he  was  inspired  by  the  fictionalized 
Henry  R.  Kravis.  Asked  about  his  next 
move  in  the  on-screen  takeover  fight, 
Kravis  utters  one  word:  "Xapalni." 

Two  days  later,  Aitken  unleashed  his 
own  version  of  napalm:  a  $220  million 
surprise  offer  for  Lifetime.  Although 
not  a  formal  bid,  it's  as  close  as  Wall 
Street  lately  has  gotten  to  a  hostile  take- 
over. In  a  Mar.  ::iO  letter.  Lifetime  Chair- 
man Anthony  H.  Reeves  rejected  the  l)id 


as  "inadequate,"  and  vowed  to  stay  inde- 
pendent. Lifetime  also  poured  scorn  on 
its  smaller  suitor.  "These  guys  aren't 
Bnrbarinns  (it  the  Gate,  they're  mice 
nibbling  at  the  bottoms  of  the  gate- 
posts," snorts  a  Lifetime  adviser. 
BIG  WRITEOFF.  Nonetheless,  Lifetime 
may  be  vulnerable.  The  Boston-based 
company  has  lost  credibility  with  many 
of  its  big  shareholders.  Their  complaints: 
Despite  rapid  revenue  growth.  Lifetime 
has  a  poor  earnings  and  stock  price  rec- 
ord. During  the  past  five  years,  it  has 
[losted  total  net  profit  of  less  than  $9 
million  on  total  revenues  of  $3.1  billion. 
Management  blunders  also  have  riled 
shareholders.  Among  them:  overpaying 
for  a  British  temporary-helj)  agency  far 
flung  from  the  core  business.  That  cost 
Lifetime  a  $43  million  writeoff  in  1991, 
and  it  has  yet  to  sell  the  unit,  despite 
many  tries.  Reeves  says  the  problems 


are  solved.  "We  have  absolute  ccjfi 
dence  that  the  results  quarter  by  <[  ■ 
ter  will  reinforce  that  view,"  he  sa.\ 

Despite  their  shaky  performa 
though,  Lifetime's  top  brass  reajjed 
size  pay  packets.  Over  five  years, 
compensation  of  Reeves  and  Michai 
Sinclair — Lifetime's  two  founders- 
totaled  more  than  $14  million.  Thai 
eludes  $6.3  million  to  settle  SincI; 
contract  when  he  left  last  year  after 
ing  a  board  showdown  with  Reeves, 

Top  executives  also  have  received  i 
erous  stock  options.  In  May,  1990, 
example,  Sinclair,  Reeves,  and  Chiefi! 
nance  Officer  Barry  P.  Coombs  \w 
granted  options  on  1,175,000  shari'- 
the  then-current  price  of  $30.25 
share,  exercisable  over  five  years.  'I 
raised  eyebrows,  given  that  Lifet 
only  had  (S.li  million  shares  in  circulati 

Lifetime's  stock  soon  tumbled  to  i 
der  $20,  but  no  matter.  The  board  c] 
celed  the  prior  options  and  issued  i( 
same  number  of  new  ones  at  $18.7  i 
share.  Outside  experts  call  that  hii' 
unusual.  A.  Camille  Nichols,  CEO  ol 
vestors'  Fiduciary  Services  Inc.,  an  ;i 
lanta  proxy  consultant,  says  the  optli 
package  seems  large  for  a  company 
any  size.  And,  she  adds,  "to  reprice  tl 
on  top  of  that  is  frankly  alarming 
a])pears  as  though  they  took  advani 
of  a  dip  in  the  stock  price." 

Reeves  defends  the  executive 
packets  as  reflecting  contracts  sigij( 
when  Lifetime  was  small.  He  also  wt 
that  he  got  no  bonus  in  1992  becau^ 
the  company's  poor  performance — ju>; 
$725,000  salary  plus  $45,000  in  per 
The  comi)any,  meanwhile,  netted  " 
$5.2  million  on  revenues  of  $885  milli 
Reeves  won't  discuss  the  options,  say 
"it  was  a  judgment  of  the  board." 

Reeves  and  Sinclair,  both  natives 
Britain,  started  Lifetime  in  1986,  us 
borrowed  money  to  buy  a  series  of  ag 
cies  that  provide  in-home  nursing  5 
vices,  mainly  to  the  elderly.  Now,  L; 
time's  major  subsidiary,  Kimbe 
Quality  Care  Inc.,  is  No.  1  in  its  nich 

The  trouble  is  that  the  margins 
Kimberly's  low-tech  end  of  health  c; 
are  slim.  Lifetime  tried  to  move  upm 


A  GRAVY  TRAIN 
AT  LIFETIME, 
DESPITE  WEAK 
PERFORMANCE 


Sinclair  and  Reeves  each 
moke  over  $500,000  in  sala- 
ry and  bonus.  Company  posts  net  of  $5.4  mil- 
lioi  on  revenues  of  $377  million. 


tifetime  net  falls  8%,  to  $5 
million,  on  revenues  of  $456 
million.  Sinclair  and  Reeves  get  40%  raises. 

Lifetime  earns  record  $1  7.7 
million  on  $610  million  in  rev- 
enues. Sinclair  and  Reeves  make  $1 .2  million. 


19  8  9 


19  9  0 


In  May,  each  is  granted  options  for  500,000 
shares  at  $30.25,  the  prevailing  price.  By  Oc- 
tober, the  stock  drops  to  under  $20,  The  op- 
tions are  revoked.  They  receive  500,000  new 
options  at  $18.75. 


Lifetime  loses  $25  million  on 
revenues  of  $779  million. 
Reeves  and  Sinclair  earn  more  than  $  1  millio 
each,  plus  more  than  $60,000  each  in  perks. 

The  stock  starts  a  long  slide 
to  below/  $10.  Sinclair  falls 
out  with  Reeves.  He  departs  with  a  $6.3  mil- 
lion payment. 

Abbey  offers  $23.50  per 
shore,  or  $220  million  for 
Lifetime.  It  is  rejected. 


19  9  1 


19  9  2 


19  9  3 
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Incredible. 
NowYouCanGet8V2"x11 

Word  Processing 
OutOfA4"x7"Wizard. 


Introducing  The  Touch-Screen  Wizard  9600, 
With  Built-In  Word  Processing. 

With  just  one  touch,  the  extraordinary  Wizard OZ-9600  electronic 
lanizer  from  Sharp  can  change  the  way  you  manage  your  life.  It  replaces  your 
tebook  computer,  diary,  address  book,  clock,  notepad  and  other  clutter, 
d  gives  you  the  power  to  write  and  print  letters,  connect  to  E-mail,  send  faxes, 
ftv  sketches,  do  spreadsheets,  exchange  information  and  much,  much  more. 
JE  Word  Processing.  Type  comfortably  on  a  large  keyboard.  Select  page 
ouLs  multiple  fonts,  bold-face,  underline  and  italicize.  Then  print  directly  to 
/  standard  PC  printer  with  a  wireless  interface. 
VOLUTIONARY  ToucH-SCREEN.  Simply  point,  draw  or  move  data 
lund  with  just  a  touch  of  a  pen  or  finger  on  the  9600's  large  LCD 
ich-screen. 

iiAZiNG  Filer.  Just  like  a  file  folder.  Collect  information  into  a 
der  with  a  keyword  and  label  it  for  easy  retrieval  or  transfer. 
iiQUE  SCRAPBOOK.  Conveniently  jot  down  numbers,  sketch,  write 
doodle  directly  onto  the  screen  and  then  store  for  later  use. 
jENious  Infrared.  Lets  you  instantly  send  and  receive  information 
m  other  9600s,  Macsf  PCs  or  standard  PC  printers  -  without  wires. 
PRESSivE  Expandability.  Over  30  optional  software  cards 
luding  business,  telecommunications,  reference,  entertainment 
olications.  You  can  add  memory,  safely  back-up  data,  even  do  a 
us  123®  file  compatible  spreadsheet. 
But  we've  only  touched  on  the  power,  portability  and  simplicity 
5  remarkable  organizer. 

for  full  details,  call  for  your  free  brochure  now: 


800-321-8877 


j 


ket  to  provide  intravenous  drug  treat- 
ments at  home,  but  pulled  back  because 
of  stiff  competition  and  insurers'  grow- 
ing demand  for  price  cuts.  Last  year, 
Lifetime  restructured,  firing  68  IV  sales- 
people and  closing  20  branches.  Gripes 
Leonard  Green,  a  Freeport  (N.  Y.)  con- 
sultant who  founded  Quality  Care  Inc., 
one  of  the  companies  merged  into  Kim- 
berly  Quality  Care:  "They've  been  get- 
ting into  businesses  that  the  rest  of  the 
industry  is  trying  to  get  out  of." 
LAVISH  PERKS.  One  of  Lifetime's  prob- 
lems may  be  its  hands-off  management. 
Despite  his  high  salary,  Sinclair  was 
rarely  seen  at  headquarters,  former  em- 
ployees say — though  Sinclair  counters 
that  he  often  traveled  on  company  busi- 
ness. Reeves,  a  keen  golfer,  is  often 
seen  on  the  links  or  at  his  Cape  Cod 
house.  Former  employees  say  he  spent 
at  least  a  quarter  of  his  working  hours 
on  vacation  or  recreation — more  during 
the  summer.  Reeves  calls  that  "blatantly 
untrue"  and  says  he  puts  in  long,  si.x- 
day  weeks. 

Perks  at  Lifetime  have  been  lavish, 
costing  the  company  up  to  $65,000  a 
year  for  each  top  executive.  Its  head- 
quarters, in  a  pricy  office  tower,  has  a 
private  gym.  And  former  staffers  say 
Reeves  frequently  hopped  the  Concorde 
to  Britain,  where  Lifetime  has  opera- 
tions and  his  family  lives  most  of  the 
year.  Until  recently,  a  company-owned 
Mercedes  and  driver  picked  up  Reeves 
most  mornings,  even  though  he  lives 
only  three  blocks  from  Lifetime's  office. 
Reeves  says  he  used  the  car  for  that 
purpose  infrequently  and  says  the  car 
and  another  in  London  were  sold  last 
year.  He  adds  that  he  takes  the  Con- 
corde only  occasionally. 
WATERLOO?  Lavish  perks  or  not,  Aitken 
believes  Kimberly  would  be  a  good  f]t 
with  Abbey.  The  company,  based  in  Cos- 
ta Mesa,  Calif.,  which  earned  $10.4  mil- 
lion on  $249  million  in  revenues  last 
year,  provides  home  medical  equipment 
and  services  such  as  respiratory  thera- 
py. Together,  the  companies  would  have 
the  country's  largest  home  health-care 
network,  with  more  than  600  branches. 
Reeves  counters  that  Lifetime  is  poised 
to  benefit  from  expected  health-care 
cost-cutting  under  President  Clinton,  and 
claims  Abbey  is  trying  to  snare  a  deal 
just  as  the  company  is  rebounding. 

Aitken  threatens  a  proxy  fight.  Life- 
time's May  19  annual  meeting  is  show- 
down time,  he  says.  "On  May  19,  Mr. 
Reeves's  Waterloo  is  staring  him  in  the 
face,"  Aitken  says.  Meanwhile,  market 
watchers  hope  for  another  bidder.  Mice 
at  the  gate  or  barbarians,  it's  still  a  good 
old-fashioned  takeover  fight. 

Bij  Mark  Mnrernont  in  Boston  and  Larry 
Armstrong  in  Costa  Mesa,  Calif. 


HEALTH  I 


IN  A  STEW 

OVER  TAINTED  MEAT 


After  a  second  scare,  the  feds  may  toughen  inspection  standards 


Just  after  the  turn  of  the  century, 
The  Jungle,  Upton  Sinclair's  scath- 
ing novel  revealing  unsanitary  con- 
ditions in  Chicago's  stockyards,  forced 
legislation  creating  the  nation's  first  sys- 
tem for  inspecting  meat.  The  system 
hasn't  changed  a  whole  lot  since:  Inspec- 
tors still  rely  more  on  sight  and  smell 
than  anything  else. 

That  creaky  approach  may  receive  an 
overhaul  now.  Recent  incidents  of  food 
poisoning  in  the  Pacific  Northwest  have 
prompted  the  Clinton  Administration  to 
examine  the  way  the  nation's  meat  sup- 
ply is  policed.  The  result  could  be  more 
inspectors  and  better  methods.  The  out- 
breaks "will  change  the  way  the  federal 
government  inspects  meat  and  poultry 
forever,"  declares  H.  Russell  Cross,  ad- 
ministrator of  the  Food  Safety  &  Inspec- 


inspectors  to  the  7,000  already  in  i 
The  way  inspectors  do  their  work  > 
change  radically,  too — for  the  first  i. 
since  1907.  Currently,  they  check  je 
simply  by  looking,  sniffing,  and  fe' 
for  obvious  diseases  and  defects, 
methods  can't  detect  microbial  infec 
such  as  E.  coli.  So  Espy  wants  to  ex 
the  use  of  bacteria-killing  proce 
such  as  organic  acid  sprays,  cheij. 
dips,  and  irradiation.   In  addition 
plans  to  change  grocery-store  mea 
bels  to  provide  consumers  with  ins 
tions  on  handling  and  cooking. 
CRADLE  TO  GRAVE?  Espy's  long-ten 
sion  for  an  inspection  overhaul,  stil 
der  study,  could  provide  even  more 
tic  improvement  over  the  old  w 
Rather  than  relying  on  standard 
testing  at  processing  plants,  inspe( 


FOOD  POISONING 
LED  TO  TWO  SIZZL 
CLOSINGS 


tion  Service  at  the  Agriculture  Dept. 

The  latest  evidence  of  a  problem 
emerged  on  Mar.  26,  when  Oregon 
health  officials  learned  that  customers 
at  two  of  Sizzler  International  Inc.'s  res- 
taurants contracted  food  poisoning  from 
E.  coli  bacteria.  The  bacteria  can  be 
found  in  raw  and  undercooked  meat, 
though  officials  have  not  concluded  that 
tainted  beef  caused  the  Sizzler  episodes. 
The  poisoning  comes  on  the  heels  of  an- 
other incident  in  January,  when  meals 
served  by  Jack  in  the  Box  restaurants  in 
Washington  State  led  to  the  deaths  of 
two  children  from  similar  infections. 

The  two  Sizzler  restaurants  have  been 
closed,  and  Jack  in  the  Box  has  begun 
testing  meat  samples  for  the  bacteria. 
But  that's  not  likely  to  satisfy  Agricul- 
ture Secretary  Mike  Espy.  In  February, 
he  announced  a  plan  to  add  160  meat 


may  test  for  microbial  infection  at  c 
cal  points  throughout  the  produc 
process.  Some  inspectors  may  actu 
work  on  livestock  farms.  Espy's  \ 
also  may  mandate  tracing  devices 
each  cow  raised  for  slaughter:  A  c 
puter  chip  implanted  under  the  skin 
the  ear  would  help  authorities  tr 
problems  and  identify  farmers  who 
peatedly  sell  infected  animals. 

Not  everyone  is  convinced  that  Esj:! 
effort  will  amount  to  much.  Skep' 
complain  that  his  reforms  lack  a  de 
line,  a  budget,  and  coherence.  And  so 
of  the  needed  technology  isn't  availa 
yet.  "This  isn't  a  plan — this  is  a  laun( 
list,"  complains  Washington  food  actii 
Carol  Tucker  Foreman.  But  it's  a  star 
one  that  Upton  Sinclair  would  endon 

By  Catherine  Yang  in  Washington,  u 
Amy  Barrett  in  Los  Angeles 
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Precision  engineering 


Advanced  caL-forward  design 


fNE  OF  THE  FEW  PERFORMANCE  SEDANS  WHERE 
VOU'LL  COME  ACROSS  A  FINISH  LINE  LIKE  ThTs^ 


214  korsepower  24-valve  V6 


Extensive  noise  control 


Four-wkeel  anti-lock  disc  Lrak 


:es 


Perf, 


ormance  suspension 


Luxurious  leatker-trimmed  interior* 


Dual  air  Lag  restraint  system 


Sopliisticated  traction  control* 


0.33  drag  coefficient 


s 


Commentary/by  Andrea  Rothman 

BLAMING  THE  UNIONS  FOR  WHAT  AILS  THE  AIRLINES 


When  Delta  Air  Lines  Inc.  an- 
nounced its  decision  to  motii- 
bali  28  planes  and  furlough 
600  pilots  on  Mar.  30,  CEO  Ronald  W. 
Allen  claimed  the  move  was  unrelated 
to  deadlocked  talks  with  the  airline's 
Air  Line  Pilots  Assn.  (ALPA).  But  Exec- 
utive Vice-President  Harry  C.  Alger 
chimed  in  with  another  opinion:  Had 
the  union  worked  with  Delta  last  sum- 
mer "and  addressed  the  difficult  situa- 
tion . . . ,  some  of  this  possibly  could 
have  been  avoided,"  he  said. 

Ask  around  the  airline  industry,  and 
you'll  hear  that  stubborn  unions  are 
the  obstacle  to  better  times.  United 
Airlines  Inc.  CEO  Stephen  M.  Wolf  lam- 
bastes labor  for  its  failure  to  see  "real- 
ity." Robert  L.  Crandall  pins  American 
Airlines  Inc.'s  health  on  labor,  though 
he  says  he  won't  fight  them  for  conces- 
sions: "We  are  in  the  service  business. 
We  want  to  keep  our  people  content." 
But  he  also  sends  a  dark  message:  "At 
the  labor  costs  we  incur  today,  we  can- 
not be  in  business  long-term." 

To  be  sure,  unions  are  a  factor  in  the 
industry's  problems.  Labor  costs  at  the 
Big  Three  carriers  and  Northwest  Air- 
lines Inc.  run  much  higher  than  at 
bankrupt  carriers.  At  Southwest  Air- 
lines Co.,  flexible  work  rules  mean 
higher  productivity.  But  the  big  air- 
lines' real  problems  go  well  beyond 
that.  Critics  say  management  is  at 
fault  for  much  of  what  ails  airlines. 
"Blaming  it  on  the  unions  is  a  red  her- 
ring," says  Michael  J.  Boyd,  president 
of  Aviation  Systems  Research  Corp. 
"This  industry  has  fundamental  prob- 
lems that  can  only  be  described  as  cor- 
[jorate  structural  failure." 
HUB  FOLLY?  As  Boyd  and  others  see  it, 
the  big  carriers  have  constructed  top- 
heavy  companies  with  too-expensive  in- 
frastructures. Even  the  hub-and-spoke 
system,  built  up  in  the  1970s  and  early 
1980s,  has  backfired.  Designed  to  mini- 
mize costs,  it  also  minimized  revenues 
after  hub  proliferation  fed  competition 
and  price  wars.  So  while  major  "for- 
tress" hubs  may  remain,  most  smaller 
ones  may.  have  to  be  dismantled  to 
boost  profits.  That  would  mean  a  cost- 
ly shift  to  point-to-point  flying.  Fixing 
these  problems  means  more  than  "lay- 
ing off  some  skycaps  and  a  few  white- 
collar  workers,"  says  Boyd. 

Such  Cassandras  say  the  big  carriers 
will  have  to  be  turned  inside  out,  with 
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wholesale  changes  in  the  way  airline 
tickets  are  processed,  passengers 
moved,  and  planes  maintained.  And  the 
$28  billion  in  capital-spending  cuts  an- 
nounced over  the  past  two  years  is  just 
a  beginning.  "They're  not  addressing 
things  to  the  extent  that  they  need  to," 
says  Timothy  P.  Pettee,  an  analyst  at 
Alliance  Capital  Management. 

Acknowledging  such  fundamental 
problems  would  require  a  stunning 
about-face  from  some  of  the  industry's 
top  executives.  American's  Crandall, 


says,  the  balancing  of  supply  and 
mand  will  save  the  airlines.  That  n 
be  one  reason  industry  executives 
trying  to  pull  concessions  out  of  lal 
now.  "If  strength  is  coming  back  to 
industry,  it's  going  to  make  bai'gaiii  , 
more  difficult  later,"  says  former  rs 
Inc.  Chairman  Edwin  I.  Colodny. 

Indeed,  some  investors  are  tak; 
Big  Air's  tough  talk  with  labor  a:- 
signal  to  load  up  on  airline  stocks.  I 
tee  of  Alliance,  which  has  "significai 
holdings  in  airline  stocks,  expects  ; 


WHAT  BIG  AIR  WANTS  FROM  ITS  UNIONS 

►  DELTA  Pay  cut  df  5%  from  pilots. 
Delta  also  wants  pilots  to  accept  the 
cuts  in  health  benefits  and  vacation  pay 
already  imposed  on  nonunion  workers. 

>■  AMERICAN  Refuses  to  ask  its  union 
directly  for  concessions  but  stresses  tha 
the  airline  can't  survive  long-term  with- 
out them. 

►  UNITED  Pay  cut  of  5%  from  major 
unions,  plus  a  10%  increase  in  produc- 
tivity. United  also  wants  unions  to  pay 
more  medical  costs. 

►  NORTHWEST  Wants  $883  million  in 
wage  and  benefit  concessions  over 
three  years  from  onion  employees  to 
avert  a  possible  bankruptcy. 

DATA;  BUSINESS  WEEK 

for  instance,  spearheaded  the  expan- 
sion of  the  hub-and-spoke  system.  And 
Delta's  Allen,  too,  may  have  to  admit 
that  his  airline  overexpanded  when  it 
bought  Pan  Am's  European  operations. 

Not  everyone  believes  the  business 
needs  dramatic  change.  Salomon 
Brothers  Inc.  analyst  Julius  Maldutis 
predicts  that  by  1994,  aircraft  order 
cancellations  and  the  grounding  of  ag- 
ing planes  will  lead  to  a  capacity  short- 
age. Coupled  with  "what  looks  like  a 
classic  recovery  in  domestic  traffic,"  he 


line  shares  to  begin  creeping  up  soon 
but  mainly  on  the  perception  of  happi 
days  in  1994  and  beyond.  His  mone 
management  fund  is  buying  airli; 
stocks  so  it  won't  miss  out.  But  he  isi 
predicting  a  permanent  upswing.  "I  r 
main  bearish  on  long-term  prospects 
the  industry,"  he  says.  To  turn  sui 
critics  around,  management  has  to  ( 
more  than  point  the  finger  at  unions 


Rothman  covers  transportation  f 
BfSLXESS  WEEK. 


JVTY  CLIENT 


44 

NlNCOMPOOR 

He  said  lie  didn't  get  the  package  Td  sent  him.  He  said  I  was  a 
scatter-hrauiedy  spaced-out,  good-for-tiothuig,  totally  reckless, 
untrustworthy,  undependahle,  unreliable,  absent-minded 
moron.  So,  I  put  him  on  hold  and   I   \\  g\\  jM  JPk.  I  J 

^Hfea  ^^IS9b  ^Sm^  "fi^  "^^w^p  ^^M|^^  ^^HBHIs  ^SBeSh^ 


They  told  me  the  package  was  delivered  at  9:22  a.m.  and  his 
assistant,  Joan,  signed  for  it.  He  said  he  meant  'Nincompoop' 
in  a  good  way.^^ 


When  you  need  to  know  exactly  when 
your  package  arrived  and  exactly  who 
signed  for  it,  send  it  with  Federal  Express. 
Because  only  Federal  Express  can  tell  you 
where  your  package  is  within  seconds  of 
its  delivery.  Not  days.  Not  hours.  Seconds. 


Our  Most  Important  Package  Is  Yours: 


No  other  company  offers  such  a  sophisti- 
cated tracking  system.  Not  UPS.  Not 
DHL.  Nobody.  So  call  800-238-5355  and 
send  your  next  package  with  Federal 
Express.  Or  risk  the  chance  of  really  being 
called  a  nincompoop. 


51993  Federal  Express  Corporation 


SUPERHEROESI 


IT'S  A  BIRD,  IT'S  A  PLANE 
—IT'S  A  RESURRECTION 


Superman  returns  on  Apr.  15,  but  no  one  knows  what  form  he'll  take 


e's  alive.  Or  at  least,  his  doppel- 
gangers  are.  Superman  will  be 
rising  from  the  grave  and  mak- 
ing a  comeback,  not  in  a  movie  but  the 
old-fashioned  way — in  the  comics. 

Killed  off  by  his  editors  at  Time 
Warner  Inc.'s  DC  Comics  in  November, 
the  Man  of  Steel  is  scheduled  for  a  res- 
urrection on  Apr.  15,  just  four  days  af- 
ter Easter.  But  don't  look  for  religious 
significance;  D('  says  the  divine  timing  is 
pure  serendipity.  "He's  coming  back  on 
tax  day,"  says  Mike  Carlin,  editor  of 
Dc's  Superman  series.  "Because  now 
only  taxes  are  cer- 
tain for  Superman." 

IM'  is  hoping  that 
Superman's  rebirth 
will   generate  even 
more  pul)licity  than  his 
demise.    When  last 
heard  from,  the  bloodied 
and  apparently  lifeless 
superhero  was  lying  in 
Lois  Lane's  arms  after  a 
drawn-out  battle  with  an 
exoskeletal  monster  calle( 
Doomsday.  The  Man  of 
Steel   was   buried  with 
much  fanfare,  and  Dc  Com- 
ics pushed  the  death  for  a 
it  was  worth,  attaching 
black  arm  bands  and  obitu- 
aries from  the  Daily  Pkni- 
et  to  special  editions  of  the 
death  issue. 

The  hype  worked.  The 
death  issue  sold  more  than 
3.5  million  copies  at  $L25 
each,  making  it  one  of  the  best 
selling  comic  books  ever.  Little  tit 
yellow  Ijoxes  on  the  last  pages  pro- 
claimed, "...  this  is  the  day  that  a  Su- 
perman died."  Metropolis,  111.,  the  name- 
sake of  the  superhero's  fictional 
hometown,  even  held  a  two-hour  memo- 
rial service.  Says  Gary  Colabuono,  own- 
er of  six  Moondog  comic-book  stores  in 
the  Chicago  area:  "We  had  everybody 
who  has  ever  seen  a  Superman  movie, 
bought  Superman  underwear,  or  eaten 
candy  out  of  a  Superman  dispenser  buy- 
ing a  copy  of  that  first  printing." 

It  isn't  clear  how  the  new  Superman 
will  differ  from  his  predecessor.  Indeed, 
Carlin  won't  even  say  for  sure  if  it  was 
the  Superman  who  kicked  the  bucket. 
All  Carlin  will  allow  is  that  his  artists 


and  writers  are  readying  separate  comic 
books  for  four  different  characters 
claiming  to  be  Superman:  a  cyborg,  an 
out-of-control  vigilante,  an  amnesiac 
teenager,  and  an  African-American 
steelworker  named  John  Henry  Irons. 
The  one  thing  he  won't  be — for  the  time 
being,  at  least — is  an  imitation  of  the 
hipper,  more  cynical  super'heroes  of  re- 
cent years.  "We  play  him  very  straight 
and  serious,  and  we  treat  him  with  re- 
spect," says  Carlin.  "[Many]  people  to- 
day would  rather 
Term  i no  tor 


The  symbol  of 
truth,  justice, 
and  the 
American  way 
was  seen  as  an 
out-of-touch 
goody-goody 


or  Death  Wisli-type 
heroes.  That's  the  one  thing  Su- 
perman can't  be  for  now." 
LOIS  AND  CLARK.  Whatever  form  Super- 
man takes,  his  comeback  is  almost  sure 
to  jump-start  DC's  sales — at  least  initial- 
ly. Milton  Griepp,  president  of  Capital 
City  Distributors  in  Madison,  Wis.,  one 
of  the  largest  comic-book  distributors  in 
the  U.  S.,  says  that  stores  have  ordered 
3.5  million  copies  of  the  resurrection  is- 
sue. And  DC  hopes  that  once  Superman 
is  back  among  the  living — all  four  of 
him — the  hype  will  keep  interest  grow- 
ing in  the  character.  Already,  .^BC  Inc. 
has  ordered  up  a  series  for  next  fall 
called  Lois  &  Clark:  The  New  Adven- 
tures of  Superman.  And  a  new  Super- 
man comic  book  with  a  talking  micro- 


chip is  due  out  in  July.  Says  Carlin:  D 
goal  has  been  to  get  people  to  note 
hero  who  is  out  of  favor  thematic;  v 
Until  his  death,  the  Man  of  Steeh 
been  in  a  long  slide.  Superman  wat 
subject  of  several  hit  movies  duriii 
past  15  years,  but  sales  of  Suj-e 
merchandise  didn't  even  come  clo; 
the  $1  billion  that  the  movie  Bat 
generated  through  the  box  office 
licensing  deals.  Worse,  the  comic  i 
buying  public — mostly  teenage  ho\> 
college-educated  twentysomet 
men — thought  the  mercurial  and 
sionally  irreverent  Batman  was  coo 
viewed  the  symbol  of  truth,  justice.: 
the  American  way  as  an  out-of-t. 
goody-goody. 

The  Man  of  Steel  needs  a  more 
tile  love  interest,  more  ethnic  ap 
and  some  angst,  comics  distributors 
Marvel's  X-Men  series,  which  re\i 
around  a  group  of  competitive,  enm 
al  mutant  heroes,  has  been  outse 
Superman  comics  ali 
5  to  1   in  recent  yi 
"Teenagers  relate  to  i 
acters  who  are  alien: 
get  into  arguments, 
have  power  struggles 
love  affairs,"  says  Gri 
"What's  missing  from 
perman  is  a  believ; 
character  and  strong  i 
tionship  component." 
one.   Crane  Allen,  \l 
sophomore  at  Anglo  Ai 
ican  High  School  in  ]\ 
hattan,  thinks  Superma 
"boring."  He  bought 
special  arm  band  editio 
the  death  issue,  thinkin 
might  be  valuable  one  i 
but  never  even  bothere 
open  it. 

The  question  now 
whether  Superman's 
turn  will  mu.scle  up  1 
profits  for  long.  Ana 
Lisbeth  Barron  of  S.  G.  Warburg 
doubts  it.  "The  week  or  two  that 
death  issue  was  out,  sales  were  e 
mous,"  says  Barron,  who  estimates  i 
DC  Comics  earned  $10  million  on  $65 
lion  in  revenues  for  Time  Warnei 
1992.  "But  it's  not  sustainable,  an 
doubt  that  it  will  turn  into  better  lici 
ing  deals  for  them." 

Even  admirers  worry  that  chan^ 
Superman  may  alienate  old  fans  w 
doing  little  to  attract  young  aficiona 
of  other  superheroes.  "The  Superr 
character  has  tremendous  potenti 
say  Griepp.  "But  I'm  really  holding 
breath  on  this  one."  Stay  tuned  to  : 
out  if  that's  what  Sujaerman  has  b 
doing,  too. 

By  Laura  Zinn  in  New  5 
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Franklin 

WAS  ONE  OF  Tin-:  FIRST 
GREAT  AMERICAN 
VISIONARIES. 


Successful  fiuancial  planning 
requires  its  own  vision.  For  ex- 
ample, are  interest  rates  headed 
up  or  down? 

Franklin  solves  this  problem 
with  an  investment  that  performs 
in  either  case:  the  Franklin 
Adjustable  U.S. Government 
Securities  Fund. 

The  investment  objective  is 
simple:  to  provide  you  with 
high  current  income  and  low 
volatility  of  principal. 
♦ 

One  more  thing.  The  fund 
invests  in  a  portfolio  of  "AAA  " 
rated  investment  quality  secu- 
rities. That  means  you  can 
count  on  a  high  degree  of 
credit  safety.^ 
♦ 

Call  your  investment  advisor 
or  Franklin  today. 

1-800-342-FUND 
EXT    1  3  1  O 


Call  for  a  free  prospectus  containing  more 
complete  information,  including  cTiarge.s 
and  expenses.  Please  read  it  carefully 
belore  you  invest  or  send  money. 


fThe 


he  securities  in  the  underlying  portfolio,  and  not  the  shares  of  the  fund,  are  issued  or  guaranteed  by  the  U.S.  government,  its  agencies 
instnnnentalities.  Yield  and  share  price  will  varv  with  market  conditions.         Franklin  Distributors,  Inc.  BWK9.3 


EDITED  BY  KEITH  H  HAMMONDS 


HANDICAPPING 
GERSTNER 

How  will  an  outsider,  former 
RJR  Nobisco  Chairman  Louis 
Gerstner,  play  as  IBM's  new 
chief  executive?  History  offers 
no  easy  lesson.  Below,  a  look 
at  the  stock  performance  of  1 0 
companies,  relative  to  the 
Standard  &  Poor's  500-stock 
index,  in  the  year  after  appoint- 
ing an  outsider  as  CEO: 


COMPANY/CEO 


STOCK 
PERFORMANCE 


GOODYEAR 

STANLEY  GAULT  +155.5% 

ALLIED  SIGNAL 

LAWRENCE  BOSSIDY 

+48.9 

NORTHERN  TELECOM 

mi  STERN 

+39.4 

BROWNING-FERRIS 

WILLIAM  RUCKELSHAUS 

+22.4 

HUGHES  AIRCRAFT 

MICHAEL  ARMSTRONG 

+  16.4 

SHONEY'S 

LEONARD  ROBERTS 

+6.5 

CAMPBELL  SOUP 

DAVID  JOHNSON 

+6.2 

TENNECO 

MICHAEL  WALSH 

-1.3 

WANG  LABORATORIES 

RICHARD  MILLER 

-25.8 

L.A.  GEAR 

STANLEY  GOLD 

-29.4 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC, 


A  BACKLASH 
AGAINST  BAXTER? 


►  Baxti/f  Iiitt'i'iialional  on 
Mar.  2')  pleailed  ^niilty  to 
criminal  charges  of  violatin^^ 
U.  S.  trade  law  liv  honorin<i- 
the  Aral)  boycott  of  Israel.  It 
agreed  to  a  .$6.r)  million  fine 
and  said  it  would  not  export 
to  Syria  and  Saudi  Araliia  for 
two  >'ears.  Now,  the  Deer- 
field'  (111.)  health-products 
company  is  facing  the  ire  of 
Jewish  groups,  particularly 
the  Premier  Hospitals  Alli- 
ance, which  purchases  Bax- 
ter products  for  1.50  mostly 
Jewish  hospitals.  And  institu- 
tional holders  of  Baxter  may 
push  for  the  ouster  of  G. 
Marshall  Abbey,  the  Baxter 


lawyer  who  paid  a  $100,100 
fine  for  masterminding 
Baxter's  boycott  dodge. 


RE-REGULATING 
GENE-SPLICERS 


►  Back  in  the  early  1980s, 
when  researchers  first  pro- 
posed splicing  new  genes  into 
such  crops  as  corn,  they 
touched  off  widespread  fears 
of  dangerous  mutant  jjlants. 
One  result  was  tight  govern- 
ment regulations.  But  after 
hundreds  of  tests — and  no 
evidence  of  killer  tomatoes — 
the  Bush  Administration  pro- 
posed easing  the  rules. 

Now,  the  Clinton  Adminis- 
tration plans  to  raise  the  bar 
again — slightly.  Proposed 
rules  issued  on  Mar.  31 
would  recjuire  researchers  to 
notify  the  government  at 
least  30  days  before  a  test 
and  would  not  permit  univer- 
sities to  approve  any  tests. 
Industry's  response  is  favor- 
able. Moderate  regulation 
will  help  convince  the  public 
that  these  gene-altered  jjrod- 
ucts  are  safe,  executives  say. 


MADE-IN-USA 
MERCEDES 


►  Following  hard  on  the 
heels  of  its  archrival,  BMW, 
Ciermany's  Mercedes-Benz 
has  decided  to  build  a  car 
plant  in  the  U.  S.,  company 
insiders  say.  But  when  com- 
pany brass  unveil  the  deci- 
sion on  Apr.  5,  they  likely 


RABBIT  IS  RICH— AND  FATTENING 


It's  nearly  Easter.  Time  for  egg 
hunts,  frilly  bonnets — and  choco- 
late bunny  wars. 

The  big  guys,  M&M/Mars, 
Hershey,  and  Nestle,  are  dress- 
ing u])  (lid  candy  lines  in  new 
shapes  and  pastel  packaging. 
That  has  cut  deeply  into  what 
used  to  be  eggciting  Easter-time 
profits  for  four  small,  indepen- 
dent chocolatiers.  One  has  filed 
for  bankruptcy;  another  sold  out 
to  a  bigger  candymaker  last  year.  "The  competitive  en  - 
ment  is  hare-raising,"  says  Richard  M.  Palmer  Jr.,  chairm 
survivor  R.  M.  Palmer. 

Now,  the  little  guys  are  mounting  an  all-out  lagonn 
assault.  Palmer  is  counting  on  new  chocolate  lapins 
names  like  Bunny  Big  Ears  and  Grandbunny  Heffelfi' 
Frankford  Candy  &  Chocolate  has  launched  the  Thumpei 
tie  farriily  and  packs  other  candies  with  freebie  plush  toysi 
upshot:  Supermarket  bunny  sales  are  hopping. 


will  keep  the  plant's  exact 
site  under  wraps — igniting  a 
bidding  war  for  the  invest- 
ment. A  Southern  site  would 
make  sense:  Mercedes  could 
position  itself  within  striking 
distance  of  "Little  Germa- 
ny," a  region  with  many  Ger- 
man-owned suppliers  that  at- 
tracted B.MW's  $400  million 
plant  to  Spartanburg,  S.  C. 


MORE  SHUFFLING 
AT  HUGHES 


►  Hughes  Aircraft  delivered 
its  latest  blow  to  the  Califor- 
nia economy  on  Mar.  29,  an- 
nouncing it  will  consolidate  a 
missile-design  and  manage- 
ment facility  with  2,000  jobs 


THE  FREE-ENTERPRICE  OT... 


in  Tucson.  Employees  w 
moved  from  four  exi;i 
Southern  California  -■ 
bringing  to  more  than 
the  total  number  of 
Hughes  is  transferring 
of  the  area  as  the  com 
scrambles  to  cut  costs  ai 
versify  into  commercial 
kets.  "This  is  another  w 
up  call"  for  the  Golden  Si 
says  Hughes  CEO  Micl 
Armstrong. 


TALON  AND  YKK 
GET  PINCHED 


►  YKK  (TJSAi,  the  count 
largest  zipper  manufacti 
has  been  caught  with 
pants  down.  The  Fed 
Trade  Commission  on  '. 
25  said  YKK  had  agreei 
settle  charges  related  t( 
attempt  to  collude  with 
main  competitor,  Talon, 
cording  to  an  FTC  compl 
YKK  asked  Talon  to  stop 
viding  free  installation  ec 
ment  to  customers — and 
fered  to  do  the  S£ 
Because  the  two  compa 
together  own  of 
U.  S.  market,  and  the 
equipment  representei 
form  of  competition  betv 
the  two,  the  FTC  ruled 
this  amounted  to  unrea 
able  restraint  of  compet 
in  the  zipper  market. 
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A  copier  only  runs  as  smoothly 
as  the  company  behind  it. 


It's  a  situation  all  too  common.  The  copier  seems  fine. 
0  toner  smearing.  No  "clear  paper  path"  Hashing.  No 
oblems  here. 

Unless,  of  course,  you  count  the  line  of  people  down 
the  hallway.  Because  the 
copier's  too  slow. 

Or  the  accountant  who's 
shaking  his  head  disapprov- 
ingly. Because  you  bought 
more  machine  than  you'll 
ever  need. 

It  could  happen  to  anyone. 
But  let  us  tell  you  why  it 
'ouldn't  with  Royal  Copystar. 

Everything  we  do  is  designed  to  deliver 
le  copier  solution  that's  right  for  your  busi- 
ess.  Not  someone  else's.  It  starts  with  the 
lorough  technical  knowledge  that  comes 
om  fifty  years  in  the  business.  But  it  truly 
ist  begins  there. 


informative  as  this  ad  is,  you 
ifi  only  understand  our  special 
i^ind  of  service  face-to-face 


ROYAL 


We  know  what  it's  like 
to  buy  a  copier. 


Next  comes  a  thorough 
analysis  based  on  decades  of 
experience  with  the  office 
environment.  And  how  peo- 
ple work  within  it.  It's  what 
helps  us  determine  what's 
right  for  your  needs,  based 
on  issues  such  as  lowering 
fixed  costs  as  much  as  toner 
cartridges  or  paper  bins. 

Then,  and  only  then,  do 
we  help  you  select  from  our 
full  line  of  copiers,  from  14  cpm  desktop  models  to  70  cpm 
high-volume  systems.  And  back  each  one  up  with  the  ser- 
vice support  of  the  world's  third-largest 
copier  manufacturer. 

To  find  out  what  solution  we  can  design 
for  you,  call  us.  Because  companies  should 
stand  behind  their  copiers,  not  endless  lines 
of  people. 


The  Royal  Copystar  2325 


I       1  V  c 

The  Royal  Copystar  2270 
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For  more  information  call  1-800-824-STAR. 
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"WAITING  IN 
LINE  TO  CHECK-IN 
IS  ONE  OF  LIFE'S 
LEAST  PRODUCTIVE 
ACTIVITIES. 
SO  WE  DID 
AWAY  WITH  IT." 


Time-consuming  guest  registration  forms  are  a  tiling  of  the  past  with 
Marriott's  Express  Check-in.  Call  your  travel  agent  or  1-800-228-9290 

Harriott 


HOTELS-  RESORTS  SUITES 


WE  MAKE  rr  HAPPEN  FOR  YOir 
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EICH'S  RETURN  TO  THOSE 

IRILLING  DAYS  OF  LABOR'S  YESTERYEAR 


Li 


ORK-FORCE 
ENT  PAYS 


Iter  12  years  in  the  political  wilderness,  the  leaders  of 
)rganized  labor  have  finally  caughl  a  glimpse  of  the 
pr'omised  land.  They've  got  a  fi"iend  in  Labor  Secretary 
•rt  B.  Reich,  who  spent  Mar.  30  campaigning  on  Capitol 
;or  labor's  No.  1  priority,  a  bill  to  ban  the  permanent  re- 
ment  of  strikers.  And  Reich  has  further  warmed  labor 
rs'  hearts  by  naming  a  commission  that's  likely  to  recom- 
I  legislation  making  it  easier  for  unions  to  organize.  It's 
right,  gloats  one  union  official:  "We  deserve  our  day." 

But  that  day  may  be  a  ways  off.  Busi- 
ness lobbies,  spooked  by  the  roster  of  pro- 
labor  academics  named  to  Reich's  panel, 
are  shying  away  fi'om  the  Secretary's  ver- 
sion of  workplace  cooperation.  And  some 
labor  experts  worry  that  the  commission  is 
little  more  than  an  attempt  to  turn  the 
clock  back  three  decades  to  a  time  when 
unions  claimed  25%  of  the  private  work 
force— compared  with  11.5%  today. 

For  a  Commission  for  the  Future  of 
Worker-Management  Relations,  the  gi'oup 
has  a  retro-memljership,  including  former 
Labor  Secretaries  John  T.  Dunlop,  Ray 
Marshall,  and  William  J.  Usery;  former 
United  Auto  Workers  President  Douglas 
user;  and  former  Commerce  Secretary  Juanita  M.  Kreps. 
ilects  "the  small  world  of  labor-management  relations 
ay  they  used  to  be,"  says  labor  economist  Audrey  Freed- 
"It's  a  remnant  of  another  era." 

10  bad,  because  labor  relations  could  use  some  New  Age 
ng.  Executives,  academics,  even  labor  leaders  increasing- 
•ee  on  the  need  for  alternatives  to  confi'ontation.  One  pos- 
model:  Xerox  Corp.,  whose  CEo,  Paul  A.  Allaire,  is  busi- 
sole  representative  on  the  Reich  panel.  In  the  early 
a  union-backed  reorganization  saved  a  Xerox  wiring-har- 
)lant  in  Rochester,  N.Y.,  keeping  200  jobs  from  going  to 
•o.  The  plant  later  won  a  Baldrige  Award  for  ciuality. 
[ELY  DEAL.  Such  nouveau  cooperation  is  running  into 
forged  in  response  to  1930s  labor  strife.  Last  December, 
ational  Labor  Relations  Board  ruled  that  worker  commit- 
;et  up  unilaterally  by  Electromation  Inc.  amounted  to  il- 
■'company  unions."  The  ruling  has  cast  a  pall  over  work- 
nagement  cooperation  at  nonunion  companies. 
3  academics  advising  Reich  have  some  provocative  ideas 
cooperation  that  would  meet  legal  tests.  Harvard  Uni- 
y  economist  Richard  B.  Freeman  has  called  for  worker- 
d  "employee-participation  committees"  to  consult  with 
^ement  over  safety  issues,  training,  and  plant  closings, 
ichusetts  Institute  of  Technology  professor  Thomas  Ko- 
W  -lays  business  should  back  such  changes:  "There's  a  gen- 
a  I'lief  in  the  business  community  that  empowering  work- 
^    good  for  the  economy  and  for  the  individual  firm." 
•1  says  there's  preliminary  evidence  that  "sustained  high- 
companies  are  those  that  invest  in  the  work  force"  using 
■  irograms  as  employee  participation  and  gain-sharing. 
I.  the  price  tag  may  be  daunting.  Freeman  would  cut  off 
Ijcl  -eaks  for  companies  that  don't  set  up  workers'  councils, 
rsity  of  Wisconsin  professor  Paula  B.  Voos,  a  panel 
would  let  workers  seek  punitive  damages  from  com- 


3 


panies  that  violate  labor  laws.  Eraser  sums  up  labor's  di'eam: 
"Hopefully,  we'll  reform  the  laws  of  this  country  so  it  won't  be 
so  difficult  to  unionize." 

That's  business'  nightmare.  "The  chances  of  us  supporting 
any  deal  that  would  substantially  increase  labor's  power  in  the 
workplace  is  dim,"  says  Jerry  J.  Jasinowski,  president  of  the 
National  Association  of  Manufacturers  . 

And  even  with  a  Democrat  in  the  White  House,  unions 
]jrobal;)ly  can't  win  against  all-out  business  opposition.  Al- 
ready, the  striker-replacement  bill  is  in  trouble  in  the  Senate, 
where  it  needs  60  votes  to  beat  a  likely  fililuister.  If  the  new 
commission  promotes  labor's  agenda  too  aggressively,  the  ef- 
fort to  reform  labor  laws  will  bog  down,  leaving  unions  still 
waiting  for  the  sweet  bye-and-bye. 

By  Mike  McNamee  and  Christina  Del  Valle,  with  Aaron 
Bernstein  in  New  York. 


HEALTH-CARE  PRICE  COHTROLS: 
WILL  BENTSEH  GO  TO  BAHLE? 


Will  Treasury  Secretary  Lloyd  Bentsen  turn  out  to  be 
just  what  the  doctors  ordered?  Faced  with  the  con- 
flicting imperatives  of  cfmtrolling  health-care  costs 
while  expanding  coverage,  the  Administration  seems  to  be  get- 
ting hooked  on  medical  price  controls.  Hillary  Rodham  Clinton, 
who  heads  the  health-reform  task  force, 
seems  to  like  the  idea.  And  control  freaks 
held  sway  at  the  panel's  Mar.  29  hearing, 
where  Vice-President  Al  Gore,  domestic 
policy  aide  Ira  C.  Magaziner,  and  Health  & 
Human  Services  Secretary  Donna  E.  Sha- 
lala  suggested  that  "temporary"  restraints 
could  prevent  a  cost  explosion. 

That's  why  a  horrified  health-care  in- 
dustry is  counting  on  the  more  market- 
oriented  Bentsen  to  hold  the  line  against 
controls.  Bentsen  is  "not  an  enthusiast  of 
mandatory  wage  and  price  controls,"  says  a 
source  familiar  with  his  thinking.  Bentsen 
soured  on  controls  after  Richard  Nixon 
froze  wages  and  j^rices  in  1971,  only  to  see 


BENTSEN:  SOURED  BY 
NIXON'S  CONTROLS 


costs  surge  when  the  restraints  were  eased.  And  as  chairman 
of  the  Senate  Finance  Committee,  which  oversees  medicare 
and  medicaid,  Bentsen  learned  how  intricate  the  issue  of 
funding  medical  care  is.  Bentsen  "is  clearly  going  to  be  the 
leader  in  resisting  controls,"  predicts  Linda  Jenckes,  senior 
vice-president  of  the  Health  Insurance  Assn.  "He  has  the  insti- 
tutional memory— he's  been  there." 

No  one  knows  how  much  Bentsen  will  risk  in  the  health- 
care fight.  It  could  turn  out  to  be  his  personal  Alamo.  Al- 
though he  dominated  the  shaping  of  the  Administration's  eco- 
nomic plan,  he  has  less  clout  on  social  issues— especially  if  he 
has  to  take  on  the  First  Lady  on  a  central  policy  recommenda- 
tion. But  as  the  Administration's  May  3  deadline  for  complet- 
ing the  plan  draws  near,  Bentsen  will  find  himself  under 
pressure  to  take  to  the  ramparts  against  the  controllers. 

Bfj  Lee  Walczuk 
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nternational  Business 


INDIA  I 


CAN  INDIA  COMPETE 
ON  THE  FAST  TRACK? 


Its  reforms  are  drawing  investors — but  loads  of  problems  remain 


In  1991,  Motorola  Inc.  wanted  to  expand 
in  India.  But  New  Delhi  bureaucrats, 
determined  to  protect  their  telecom- 
munications monopoly,  stalled.  Facing  end- 
less delays.  Motorola  decided  to  beef  up  in- 
vestment in  China  instead.  The  company  is 
pouring  .^120  million  into  China  vs.  a  paltry 
SlO  million  in  India.  "Indians  should  realize 
that  the  world  does  not  stand  still,"  says 
Amit  Sharma.  executive  director  of  Motor- 
ola's Central  and  South  Asia  r)iv.  "There 
are  20  or -'SO  countries  in  the  developing 
world  competing  for  foreign  cai)ital." 

India's  reformist  Prime  Minister  Nara- 
simha  Rao  knows  that,  and  he's  trying  to 
pull  his  country  into  the  capitalist  age.  A 
stubborn  socialist-style  bureaucracy  is  only 
one  of  his  challenges.  Bombings  and  new 
outbursts  of  violence  in  India's  major  cit- 
ies, combined  with  the  growing  power  of 


Hindu  nationalists,  are  making  his  task 
even  harder.  Surprisingly,  the  unrest  is  not 
scaring  away  the  Americans,  who  were  the 
leading  foreign  investors  in  India  last  year 
with  a  modest  $385  million.  Financial  insti- 
tutions also  are  buying  in.  "There  is  a  say- 
ing on  Wall  Street  that  you  buy  when  there 
is  blood  on  the  streets,"  says  Madhav 
Dhar,  managing  director  at  Morgan  Stan- 
ley &  Co.  in  New  York. 

Is  that  kind  of  morbid  optimism  enough 
to  pull  India  into  the  big  leagues?  India 
may  manage  a  4'  -  growth  rate  this  year, 
but  that  pales  in  comparison  with  China's 
12"'  and  Southeast  Asia's  7''.  Investment 
and  trade,  although  increasing,  are  dwarf- 
ed by  its  Asian  rivals.  And  unless  Rao  can 
put  an  end  to  the  ethnic  violence,  many  in- 
vestors will  pass  up  India  for  more  attrac- 
tive neighbors. 


Rao'^  ;iait,;:y  for  upstaging  the 
tics  is  to  keep  liberalizing  the  Indian  e 
my  at  breathtaking  speed.  At  a  conve 
on  Mar.  28  of  the  ruling  Congress  Part 
delegates  endorsed  Rao's  latest  econ^ 
reform  package,  which  slashes  impor 
ties  and  excise  taxes  on  consumer  g' 
"Underlying  everything,  there  is  conj 
able  room  for  optimism,"  says  a  Wes 
commercial  attache  in  Bombay. 
CONSENSUS  BUILDER.  For  foreign  ii 
tors,  the  new  jiulicy  spells  more  open 
freedom  than  at  any  time  since  inde 
dence  in  1947.  The  once  soft  Indian  rup 
now  fully  convertible  to  hard  curren 
and  outsiders  can  own  51''  stakes  in 
ventures.  Those  in  the  energy  sector 
own  100' '  and  enjoy  a  five-year  tax  hoi 
to  boot.  As  the  world's  12th  largest  ec 
my  opens  up,  IB.M,  Coca-Cola,  Caltex, 
McDonald's  are  entering  a  market  of 
million  people. 

Some  American  companies  even  se( 
dia  as  key  to  their  global  competitiver 
Gillette  Co.  recently  took  -51''  ownersh 
its  shaving-products  joint  venture. 
President  Alfred  M.  Zeien  says  India  c 
become  Gillette's  largest  market.  Texa 
struments  Inc.  is  also  eyeing  the  fast-g 
ing  Asian  market  and  has  been  desig 
integrated  circuits  and  software  in  Ba 
lore  since  1986.  Bigger  deals  are  in 
works.  Mission  Energy,  a  subsidiar 
.scEcorp  of  Los  Angeles,  for  example,  i; 
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ing  to  build  a  $2  billion  coal-fired 
plant,  and  Enron  Corp.  has  signed  a 
randum  of  understanding  to  build  a 
nillion  power  plant  near  Bombay, 
erica's  top  investment  banks  are 
g  in  now  that  the  country's  stock 
■ts  are  open  to  foreign  institutional 
ors.  In  February,  J.  P.  Morgan  &  Co. 
!  off  a  joint  venture  with  Industrial 
&  Investment  Corp.  of  India  Ltd. 
m  has  a  40''  equity  interest  in  the 
.)mpany,  which  will  be  involved  in  un- 
iting, securities  trading,  and  other  fi- 
.1  activities.  Morgan  Stanley  entered 
in  1989  with  $200  million  in  the  India 
um  Fund.  Today,  that  investment  has 
id  to  $400  million. 

the  Indian  leadershii)  is  the  first  to 
that  these  flows  of  capital  aren't  big 
h.  For  every  deal  that  gets  done,  oth- 
«  being  put  on  the  back  burner.  To 
i  that  multinationals  continue  to  take 
seriously,  Rao  needs  to  control  the  vi- 

that  has  wracked  the  country.  One 
'm  is  that  Rao  is  a  consensus  builder 

0  far  has  not  shown  the  resolve  of 
m.'lhis.  His  party  is  tainted  by  corrup- 
nd  infighting.  One  major  difference 
en  India  and  the  authoritarian  states 
;t  Asia  is  that  India  is  an  open  democ- 
rhina  is  growing  faster,  but  it  keeps 

gri})  on  any  political  opposition. 
FOOD  DISPUTE.  The  opposition  in  In- 
uld  make  life  difficult  for  such  U.  S. 
nationals  as  PepsiCo  Inc.,  which 
led  a  food  and  beverage  joint  venture 
10.  The  right-wing  Hindu  Bharatiya 

1  Party  is  charging  that  Rao  is  going 
■.r  in  opening  the  economy  to  outsid- 
'  We  welcome  capital  in  high-tech  ar- 

says  K.  R.  Malkani,  vice-president  of 
■p.  "But  we  do  not  want  foreign  capi- 
ming  in  to  make  soft  drinks  and  junk 
ind  taking  away  precious  foreign  ex- 
:e."  He  singles  out  PepsiCo  Inc.  for 
;1  criticism. 

;pite  the  obstacles,  most  American 
weights  are  still  betting  that  India's 
"  will  hold.  A  week  after  the  bomb- 
n  Bombay,  Morgan  Stanley  actually 
I  its  allocations  in  India  from  27'  to 
Iven  Cargill  India,  whose  Bangalore 
was  ransacked  by  an  angry  crowd 
months  ago,  is  hoping  to  increase  its 
and  is  negotiating  with  the  govern- 
to  build  a  $10  million  salt-production 
y  in  southern  India.  Ford  Motor  Co. 
it  is  also  sticking  by  its  joint  venture 
Tanks  out  aluminum  radiators  for  In- 
domestic  car  industry.  "Riots  or 
s,  these  incidents  do  not  shatter  any- 
investment  confidence,"  says  Suresh 
ugh,  managing  director  of  J.  P.  Mor- 
iecurities  Inc.  "We  will  not  shy  away 
ime  around."  That  may  be  the  best 
Narasimha  Rao  has  heard  in  months. 
Joi/cc  Bdn/afha/i  in  Hong  Kong,  with 
Patri  in  New  Delhi.  Shekhar 
•ngadi  in  Bonibaij.  Snnita  Wadekar 
jara  in  New  York,  and  bureau  reports 


VIETNAM  I 


TWO,  FOUR,  SIX,  EIGHT, 
TIME  TO  OPEN  UP  THE  GATE 


Is  a  late-April  IMF  meeting  Clinton's  cue  to  restore  trade  with  Vietnam? 


When  Vietnam  began  handing 
out  oil-development  leases  in 
1990,  Mobil  Oil  Corp.  execu- 
tives kept  their  fingers  crossed.  The 
U.S.  trade  embargo  barred  Mobil  from 
bidding,  but  the  company  hoped  Vietnam 
would  save  a  few  choice  concessions  for 
Americans  until  after  the  ban  ended. 
But  that's  not  how  things  worked  out. 
Last  January  Hanoi  gave  drilling  rights 
for  the  last  of  its  proven  reserves  to 
French  and  Japanese  companies. 

But  there  may  still  be  hope  for  other 
U.  S.  companies.  President  Clinton  is  ex- 
pected to  announce  the  embargo's  end 


POW/MIA  GROUPS 
ARE  LIKELY  TO 
OPPOSE  THE 
CHANGE  IN  POLICY 


VIETNAM  VETS 
-WHY? 


this  spring — perhaps  as  soon  as  the  end 
of  April.  Clinton's  move  may  come  ahead 
of  a  key  meeting  of  the  International 
Monetary  Fund  and  the  World  Bank  in 
Washington  on  Apr.  28.  Even  if  the 
President  waits  longer,  the  end  of  the 
embargo  seems  assured.  The  ban  ex- 
pires in  September,  and  Clinton  is  unlike- 
ly to  call  for  its  renewal.  That  will  pave 
the  way  for  a  rush  into  the  market  by 
American  industries  ranging  from  tele- 
communications to  hotels  to  airlines. 
MOMENTUM.  Clinton,  however,  can  ex- 
pect criticism  from  some  veterans' 
groups  and  families  of  Ml.\s.  Aides  wor- 
ry about  the  consequences  for  a  Presi- 
dent who  avoided  service  in  Vietnam  and 
set  off  a  controversy  with  his  proposal 
to  permit  gays  in  the  military.  Says  one 
source  familiar  with  the  White  House 


deliberations:  "Economically,  this  deci- 
sion is  a  no-brainer.  Vietnam  is  going  to 
be  one  of  the  Asian  Tigers.  But  the  poli- 
tics of  the  decision  cut  the  other  way." 
Momentum  has  been  building  for  weeks 
for  a  breakthrough.  In  January,  the  Sen- 
ate Select  Committee  on  POW/MIA  Af- 
fairs issued  a  report  that  cited  Hanoi's 
help  in  investigating  the  fate  of  mi.as. 
Since  then,  such  influential  GOP  senators 
as  Richard  G.  Lugar  of  Indiana  and 
Larry  Pressler  of  South  Dakota  have 
urged  an  end  to  sanctions. 

The  IMF/World  Bank  meeting  may 
force  Clinton  to  move.  The  IMF  is  likely 
to  approve  a  French 
plan  for  a  consor- 
tium to  lend  Vietnam 
$140  million  to  clear 
its  arrears  with  the 
fund.  That  would 
make  Hanoi  eligible 
for  fresh  IMF  and 
World  Bank  loans. 
The  Bush  Adminis- 
tration, with  reluc- 
tant help  from  the 
Japanese,  blocked 
similar  French  ef- 
forts in  the  past.  But 
Tokyo  is  balking  this 
time.  In  November, 
it  offered  Hanoi  a 
$895  million  commod- 
ity loan.  In  late 
March,  Prime  Minis- 
ter Kiichi  Miyazawa 
said  Japan  would 
send  a  delegation  to 
study  in f ras tr u ct u re 
projects  that  it  might  finance. 

Once  the  ban  is  lifted,  Asian  observers 
see  Americans  enjoying  a  honeymoon  in 
Vietnam.  "We  are  very  keen  to  have 
cooperation  with  American  companies," 
says  Ba  Nguyen,  director  of  Ho  Chi 
Minh  City  Post  &  Telecommunications. 
With  business  leaders  arguing  that  lift- 
ing the  ban  will  create  jobs,  it's  unlikely 
that  pressure  from  MI.\  groups  will  sway 
Clinton.  Even  the  veterans'  community 
is  divided.  The  Veterans  of  Foreign 
Wars  of  the  U.  S.  A.  opposes  lifting  the 
ban,  but  the  Vietnam  Veterans  of  Amer- 
ica Foundation  supports  its  end.  There  is 
no  such  division  among  U.  S.  compa- 
nies— and  they  will  howl  if  Clinton  waits 
much  longer. 

By  Amy  Borrus  in  Washington,  with 
Bruce  Fienberg  in  Ho  Chi  Minh  City 
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R'S  PROFILE: 


OUR  COMPETITION  DREAMS  OF  MAKING 
A  CAR  LIKE  TAURUS. 

SWEET  DREAMS. 


FORD  TAURUS 


while  others  spend  their  time 
dreaming  about  making  a  car 
like  Taurus,  we've  spent  ours 
making  America's  best-selling 
car  even  better.*  \\e've  contin- 
ued to  improve  evervthing  from 
Taurus'  suspension  and  handling 
to  its  ergonomicallv  designed 
controls.  We  even  added  the 
security  of  available  anti-lock 
brakes. 

You  can  wait  until  the  other 


guys  make  their  dreams  come 
true.  Or  you  can  get  behind  the 
wheel  of  a  Ford  Taurus  todav. 


ft. 


Standard  driver  s  and  optional  right-ftont  passenger  air  tiac 
supplemental  restraint  system  Always  wear  your  safety  tK 


'Basefl  on  1992  calendar  year  manufacturers  reported  retail  deliveries 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


ternational  Outloo 
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)W,  EUROPE'S  OTHER  BULLIES 
AY  WANT  TO  APE  SERBIA 


•om  NATO's  glass  and  steel  headquarters  outside  Bnissels 
.0  the  U.  N.  in  New  York,  the  West  is  at  last  making 
loises  about  stopping  the  fighting  in  Bosnia-Herzegovina, 
ar-shattei'ed  core  of  former  Yugoslavia.  Europe's  bloodi- 
mflict  since  World  War  II  already  has  resulted  in  more 
100,000  deaths  and  1.5  million  people  displaced.  But  pro- 
5  ranging  from  air  strikes  against  Serbia  to  sending 
troops  to  help  separate  the  warring  factions  may  turn 
3  be  just  so  much  saber  rattling.  Even  the  Security 
al's  March  31  approval  of  a 
zone  over  Bosnia  is  un- 
to produce   a  radical 
e  in  the  Western  posture. 
i  intervention  would  be  in- 
■d  to  back  up  ihe  peace 
:or  Bosnia  recently  drawn 
former  U.  S.  Secretary  of 
Cyrus  R.  Vance  and  for- 
British  Foreign  Minister 
i  A.  Owen.  By  dividing 
a  into  10  autonomous  can- 
Ihe  i)lan  aims  to  give 
Jiing    to    all    three  of 
a's  main  ethnic  rivals: 
ians,  Serbs,  and  Mushms. 
()  help  implement  any  set- 
nt,  NATO  officials  are  work- 
1  plans  to  send  as  many  as  70,000  troops  to  the  ai'ea,  pro- 
the  warring  factions  sign  on.  In  late  March,  both  the 
s  and  the  Bosnian  Muslims  signed.  Only  the  Serbs  are  re- 
;— despite  threats  of  tougher  sanctions. 
tH  SELL.  That  comes  as  no  surprise.  Serljia  already  looks 
he  clear  winner  in  the  conflict.  Bosnian  Serbs,  with 
\  ig  from  Serbia,  have  captured  most  of  the  Bosnian  ter- 
they  covet,  and  they  may  well  have  the  muscle  to 
|bj  on.  "The  Serbs  can  now  reason  that  they  are  the  largest 
ill  ry  force  and  that  the  future  belongs  to  them,"  says 

\i  n  McCauley,  a  Yugoslav  specialist  at  the  University  of 

— 
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London's  School  of  Slavonic  and  East  European  studies. 

And  there  is  something  else  the  Serbs  can  bank  on:  Despite 
all  the  talk,  armed  intervention  or  even  lifting  the  arms  em- 
l)argo  on  the  Bosnian  Muslims  is  going  to  be  a  very  tough  sell 
in  tile  West.  In  the  U.  S.,  there  is  opposition  within  the  Penta- 
gon to  .sending  troops  on  a  potentially  dangerous  mission  in 
Bosnia.  The  Fi-ench  are  uneasy  about  committing  troops  under' 
U.  S.  command,  as  would  be  the  case  with  NATO.  And  Russia, 
a  traditional  ally  of  Serbia,  is  reluctant  to  send  troops. 

One  big  reason  Europeans  are 
sitting  on  their  hands  is  that 
the  war  in  Bosnia,  however 
ugly,  is  not  yet  on  the  verge  of 
dragging  in  neighbors.  Yet  the 
timid  response  to  Serbian  ag- 
gi-ession  could  encourage  others 
to  follow  their  example.  Recent- 
ly, Russia  noted  it  had  the  right 
to  send  troops  to  defend  the  50 
million  ethnic  Ru.ssians  living  in 
other  former  Soviet  republics. 

Closer  to  the  Balkans,  right- 
wing  Hungarian  politicians  are 
taking  up  the  cause  of  the  hun- 
dreds of  thousands  of  ethnic 
Hungarians  in  western  Roma- 
nia. And  in  Macedonia,  a  newly 
independent  republic  that  was  once  part  of  Yugoslavia,  a 
large  ethnic  Albanian  minority  is  making  loud  separatist  nois- 
es. That  in  turn  could  inflame  the  tensions  among  the  ethnic 
Albanians  in  Serbian  Kosovo.  What  has  happened  in  Bosnia, 
says  Paul  Goble,  a  former  State  Dept.  official,  demonstrates 
that  "if  you  engage  in  international  aggression,  the  internation- 
al community  will  be  reluctant  to  intervene  and  will  eventual- 
ly force  the  weaker  party  to  accept  your  terms."  In  a  restless 
and  increasingly  divided  Europe,  that  could  be  an  unwise 
message  indeed. 

By  John  Rossant  in  Rome,  ivith  Amy  Bon  us  in  Washington 


SIAN  OIL  WOES 


ussia's  stiff  tax  on  oil  exports  could 
be  a  key  topic  for  discussion  when 
ddent  Clinton  meets  Boris  Yeltsin 
ancouver  Apr.  3-4.  U.  S.  oil  com- 
es are  complaining  loudly  that  the 
)-per-barrel  levy  on  top  of  royalties 
rottling  their  attempts  to  help  de- 
0  Russia's  huge  oil  reserves.  About 
Vestern  petroleum  companies  are 
ing  exemptions  from  the  tax. 
ne  U.  S.  oil  venture  is  already  tee- 
ig  toward  collapse  because  of  the 
White  Nights,  a  two-year-old  joint 
ure  of  Phibro  Energy  Production 
Anglo-Suisse  Inc.,  may  soon  fail, 
Brian  A.  Lavers,  chairman  of  Phi- 


bro Energy.  As  political  chaos  mounts 
in  Russia,  White  Nights  is  being  hit 
with  tax  after  tax  "out  of  the  blue" 
from  various  local  authoi'ities  and  faces 
exorbitant  pipeline  rates. 

The  clincher  is  the  export  tax,  which 
makes  White  Nights  unprofitable. 
White  Nights  won  an  exemption  fi'om 
the  tax  in  July,  but  the  tax  was  later 
reimposed.  Customs  agents  kept  the 
venture  from  exporting  its  usual  7,000 
barrels  a  day  of  oil  in  January  and 
February,  making  it  nearly  impossible 
to  service  its  $60  million  in  loans. 

The  White  Nights  saga  has  ominous 
implications  for  Russia's  oil  future.  In- 
deed, U.  S.  analysts  now  predict  that 
Russia  may  stop  exporting  oil  in  1995. 


Western  investment  and  technology 
could  turn  that  around.  But  not  unless 
Russia  straightens  out  its  bui-eaucracy 
and  curbs  its  tax  shakedowns. 

JAPAN  PERKS  UP  

Japan's  economy  is  showing  some 
spark  after  two  years  of  sluggish 
growth.  Car  sales,  machinery  orders, 
and  the  money  supply  are  all  on  the  in- 
crease. Meanwhile,  U.  S.  officials  are 
saying  that  the  much-predicted  ap- 
pointment of  former  Carter  official 
Richard  Holbrooke  as  ambassador  to 
Japan  may  be  in  trouble.  New  possi- 
bilities: former  Washington  State  Gov- 
ernor Booth  Gardner  and  Apjjle  Com- 
puter Chief  Executive  John  Sculley. 


I  
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e  Corporation 


STRATEGIES  I 


HOW  CAN  JENNY  CRAIG 
KEEP  ON  GAINING? 


As  the  diet  craze  wanes,  its  growth  plans  look  outsized 


They  may  think  thin,  but  no  one 
could  ever  accuse  Sid  and  Jenny 
Craig  of  thinking  small.  The  couple 
has  built  Jenny  Craig  Inc.,  based  in  Del 
Mar,  Calif.,  into  a  weight-loss  empire 
by  playing  to  America's  diet  craze.  And 
the  Craigs,  who  own  60%  of  the  compa- 
ny, aren't  about  to  curb  their  aml)itions. 
At  last  count,  there  were  (i21  Jenny 
Craig  diet  centers  spread  across  43 
states,  with  100  new  ones  planned  for 
each  of  the  next  few  years  (chart 
plan  on  blanketing  the  entire 
North  American  continent," 
boasts  CEO  Sid  Craig. 

Ambitious?  You  bet.  But  a 
number  of  franchisees,  share- 
holders, and  competitors  l)elieve 
the  Craigs'  expansion  plans  are 
just  plain  wrongheaded.  The 
gi'owth  comes  at  a  time  when 
other-  weight-loss  companies  are 
shuttering  centers,  as  experts 
challenge  the  effectiveness  of 
their  programs.  Indeed,  three 
unhappy  shareholders  filed  suit 
in  October  in  U.  S.  District  Court 
in  San  Diego,  contending  that 
the  Craigs'  past  expansion  was 

i.7  BUSINESS  WEEK/APRIL  12,  1993 


designed  in  pai't  to  mask  the  company's 
problems.  The  company  denies  the 
allegation. 

Meanwhile,  the  diet  industry's  plight 
seems  to  be  worsening.  On  Mar.  26,  the 
Fedei-al  Trade  Commission  said  it  would 
proceed  with  its  probe  into  whether 
companies  misled  clients  into  believing 
they  could  easily  keep  off  the  weight 
they  lost.  In  doing  so,  the  FTC  i-e!)uffed  a 
request  by  Jenny  Craig  and  four  other 
operators.  Weight  Watchers,  Nutri/Sys- 
'31 


tem.  Diet  Center,  and  Physic 
Weight  Loss  Centers,  to  drop  th 
quiry  and  issue  industrywide  stand 
For  now,  Jenny  Craig  says  it  wor 
put  off  by  bad  news,  insisting  thai 
FTC  inquiry  will  have  little  impact, 
company  says  that  it  has  always  w£ 
the  public  that  individual  results 
dieting  can  vary.  Jenny  Craig  Pres 
Ronald  E.  Gerevas  says  the  com 
must  expand  to  meet  future  den 
as  health-conscious  baby  boomers 
that  each  new  year  brings  unwa 
pounds. 

SHRINKBNG  PIE.  Relentless  growth 
always  been  part  of  the  company's 
ture.  The  Craigs  met  in  1970,  when 
now  61,  a  onetime  Arthur  Murray  E 
Studio  instructor,  hired  Jenny  to  m£ 
a  chain  of  fitness  clubs  that  he 
sold.  They  married  in  1979.  In  1985 
first  Jenny  Craig'center  opened  ii 
U.  S.  Like  other  weight-loss  compa 
it  offered  a  diet  plan  tied  to  its 
fo(xl  products.  During  the  next 
years,  sales  grew  tenfold,  to  $461  m 
in  1992.  Jenny,  60,  is  now  vice-chair 
But  the  diet  market  is  starting  t( 
fer  from  indigestion.  In  1990,  the 
began  investigating  allegedly  dece] 
ads  by  major  players.  That  follow 
rash  of  lawsuits  charging  that 
tri/System  and  Jenny  Craig  diets  c;; 
gall  bladder  disease.  The  comp; 
deny  the  allegations.  Nutri/System 
it  has  won  all  19  cases  that  have  i 
to  judgment.  Jenny  Craig  has  se 
three  such  suits  out  of  court;  eigh 
still  pending.  Still,  potential  custo 
have  been  turned  off  by  the  publ 
and  many  players  are  scaling  l)ack. 
the  past  couple  of  years,  Nutri/Sy 
has  cut  its  network  by  200  outlet 
1,500. 

By  conti-ast,  Jenny  Craig  can't  : 
to  shake  its  expansion  fever.  That's 
ly  because  it's  smaller  than  other  cl 
with  just  750  worldwide.  It  neec 
grow  to  create  more  outlets  for  thi 
zen  foods  it  sells  in  conjunction  wit 
diet  programs.  Those  prod 
which  account  for  about 
of  revenues,  are  sold  si 
through  its  diet  centers.  I 
lem  is,  some  competitors 
there's  just  not  enough  bus 
to  go  around.  "I  don't  think 
can  continue  to  add  100  cei 
a  year.  Those  units  hav 
make  money,"  says  Chair 
Charles  M.  Berger  of  W( 
Watchers  International  Inc. 

Already,  Jenny  Craig's  gV' 
seems  to  be  hurting  profits 
attract  clients,  the  chain 
been  slashing  its  initial  men 
ship  fee,  now  ju.st  $49— d 
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.  ,1!  $185  in  1989.  Bvit  even  that  hasn't 
i<(ht  in  a  stampede  of  customers: 
l  as*'  U.  S.  store  sales  have  slumped 
about  $90(),()()0,  from  $1.2  million  in 
ij.  While  overall  sales  eould  j^row  by 
,  to  $497  million,  in  the  fiscal  year 
iing  this  June,  analyst  Ronald  Rot- 
•  of  Seidler  Amdec  Securities  Inc.  es- 
•ites  that  Jenny  Craig's  net  income 
!•('  special  charges  will  drop  13%,  to 
.:>  million.  Rotter  believes  results 
ilcl  improve  in  1994  if  there's  an  econ- 
ic  pickup  in  California,  home  to  22% 
liu-  company's  U.  S  outlets. 
Still,  many  Jenny  Craig  franchisees 
nain  skeptical  of  the  plans.  They  say 
1 1  the  lower  sign-up  fees  are  bringing 
l-eople  who  can't  afford  the  $70  week- 
'00(1  l)ill.  And  some  have  appealed  to 
company  to  lower  the  cost  of  Jenny 
;;'s  frozen  foods.  But  for  the  time 
the  company  has  decided  to  buy 
inhappy  fi'anchisees.  Since  1992,  the 
iiipany  has  bought  back  56  franchises, 
a  cost  of  $11  million. 
,  j'  MIIY  MATTER.  Surprisingly,  the  l^iggest 
'  'neficiaries  of  the  !)uybacks  were  Jen- 
Craig's  daughter,  Michelle  Weinger, 
'1  her  husband,  Duayne.  They  say 
.  y  sold  Imck  all  but  7  of  the  48  centers 
,  ey  owned  in  order*  to  spend  more  time 
]\  ith  their  children.  The  Weingers  re- 
jj  :ived  $8  million  for  their  franchises. 
;|  ost  of  the  proceeds  went  to  repay  a 
IJ  ist-due  bill  the  couple  had  run  up  with 
jj  le  parent  company  for  royalties  and 
ij  od— a  debt  that  industry  experts  say  is 
i|  womsome  sign.  It  shows  that  "even  in- 
ij  ders  were  having  trouble  keeping  cur- 
ij  mt,"  says  attorney  Andrew  C.  Selden, 
ij  ho  specializes  in  franchise  law. 
Jj  Jenny  Craig  shareholders  are  also  in 
'ouble.  The  company's  stock  traded  at 
L  at  the  time  of  its  initial  offering  in 
ctober,  1991.  But  after  peaking  early 
tst  year  at  34,  it  has  sunk  below  15. 
.nd  many  shareholders  are  fimiing.  The 
ass  action  pending  against  the  company 
I  lieges  that  Jenny  Craig  management 
]  lade  public  statements  claiming  it  could 
j  icrease  revenue  and  profit  by  20%  a 
;  ear  by  adding  new  outlets.  The  suit 
i  Iso  charges  that  the  company  advanced 
J  iie  timing  of  its  stock  offering,  fearing 
I  hat  the  FTC  would  act  on  its  investiga- 
ion  into  the  diet  industry.  Jenny  Craig 
enies  both  allegations. 
Sid  Craig  concedes  that  some  tinker- 
j  ig  with  his  strategy  is  in  order.  He 
i  alks  about  focusing  on  weight  mainte- 
1  lance,  not  just  weight  loss,  and  the  pos- 
!  ible  introduction  of  new  products,  such 
i    skin-care  creams.  But  don't  look  for 
j  lid  Craig  to  ease  up  on  his  growth 
ilans.  Americans  have  a  fat  problem, 
j  le  says.  And  the  challenge  is  to  per- 
!  luade  the  legions  of  overweight  baby 
j  )oomers  that  Jenny  Craig  does  indeed 
( lave  the  solution. 

i       By  Amy  Barrett  in  Del  Mar,  Calif. 


STRATEGIES! 


A&W'S  SUMMER  PLANS: 
HITTING  THE  WARPATH 


As  its  new  soft  drinks  take  on  mighty  foes,  things  may  get  ugly 


Lou  Lowenkron  should  be  on  top  of 
his  game.  He's  chief  executive  of 
A&w  Brands  Inc.,  stable  to  such 
soft-drink  warhorses  as  A&W  Root  Beer, 
A&w  Cream  Soda,  S(iuirt,  Vernors  gin- 
ger soda,  and  Country  Time  Lemonade. 
A&W  just  beat  out  Royal  Crown  Cos. 
for  the  No.  5  spot  in  the 
$47  billion  industi-y. 
Profits  are  up,  and  a 
once  heavy  debt  load  is 
down  to  zero. 

Instead  of  celebrating, 
though,  M.L.  Lowen- 
kron, 61,  is  watching 
A&w's  stock  price  fall  to 
its  lowest  point  in  18 
months  (chart).  What 
gives?  Wall  Street  is 
alarmed  by  A&w's  plans 
to  enliven  its  stale  prod- 
uct line  with  a  flood  of 
new  beverages.  "A&w 
has  succeeded  up  to  this 
point  because  they  were  small,"  says 
Pi"udential  Securities  Inc.  analyst  George 
Thompson.  "I  really  wish  they  had  held 
their  fire  on  this  one." 

And  Thompson  isn't  the  only  naysay- 
er  in  the  investment  community.  On 
Mar.  22,  A&w's  stock  fell  10%,  to  m,  af- 
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ter  the  White  Plains  (N.Y.)  company  an- 
nounced that  first-quarter  results  would 
fall  shy  of  analysts'  expectations,  in  part 
because  of  costs  associated  with  launch- 
ing the  new  jjroducts.  Thompson  re- 
sponded by  cutting  his  1993  earnings 
estimate  to  $l(i.2  million— up  4%,  rather 
than  the  17%  gain  previ- 
ously forecast.  He  pre- 
dicts revenue  growth 
will  be  about  the  same, 
up  7%,  to  $140  million. 
NO  FEAR.  Lowenkron's 
resi)onse  to  the  Street: 
"What  do  they  know?" 
The  former  head  of 
new-pi-oduct  develop- 
ment at  Cadbury- 
Schweppes  USA  argues 
that  A&w  has  to  do 
something  new  with  its 
line  of  beverages  or  risk 
going  the  way  of  the 
drugstore  soda  fountain. 
The  fast-growing  thirst  for  New  Age 
beverages— noncola  seltzers  and  sodas- 
has  been  draining  A&w's  customer  base. 
Sales  of  its  flagship  root  beer,  which 
represents  42%  of  sales  volume,  fell  5% 
in  1992,  according  to  Nielsen  Marketing 
Research.  The  company's  overall  vol- 
ume rose  2%,  thanks  to 
a  slight  increase  in  sales 
of  A&w  Cream  Soda  and 
Squirt.  "Everyone  is 
edging  in  on  A&w,"  says 
beverage  consultant 
Tom  Pirko  of  Bevmark 
Inc.  In  the  last  year,  he 
says,  there  has  been 
tremendous  interest  in 
new  brands  and  flavors. 
By  comparison,  "A&w  is 
a  little  bit  boring." 

Lowenkron's  gambit 
to  court  customers  with 
A&w's  first  new  prod- 
ucts since  1986  will  be 
put  to  the  test  this 
summer— the  peak  soft- 
drink  season.  Its  new 
Tetley  iced  tea  will  try 
to  quench  some  of  the 
growing  thirst  for 
ready-to-drink  teas.  Its 
clear,  additive-free 
Everlast  sports  drink 
takes  aim  at  the  sweaty 
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lONG-TCRM  GROWIH 
SHORT  lUAE  LEFT. 


It's  not 
too  late, 

You  still 
have  until 
April  15  to 
open  an  IRA 
account  for  1992.  Don't 
deny  yourself  the  powerful 
tax-deferred  status  an  IRA 
can  provide  you. ..and,  in 
many  cases,  your  IRA  is.tax 
deductible. 

Fund  your  IRA  with  a 
Janus  Fund.  Janus  Funds 
are  well-known  for  their 
long-term  competitive 
performance.  And,  you 
can  open  an  IRA  for 
as  little  as  $250  or  pair- 


ticipate  in 
Janus'  No 
Minimum 
Initial 
Investment 
Program.^^* 
Call  today  and  get 
started.  Janus  Funds  offers 
retirement  investors  over 
20  years  of  investment 
experience.  Call  1-800-525- 
8983  Ext.  619  or  send  in  the 
coupon  today  to  receive  a 
free  Janus  IRA  Kit  including 
an  IRA  application  and 
prospectus  containing  more 
complete  information. 
Please  read  the  prospectus 
carefully  before  you  invest. 


JANUS  FUNDS 


P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.619 

Jcinus  Fund 
Jeinus  Balanced  Fund 
Janus  Enterprise  Fund 
Janus  Growth  and  Income  Fund 
Janus  Intermediate  Government  Securities  Fund 
Janus  Short-Term  Bond  Fund 
Jcmus  Flexible  Income  Fund 
Janus  Worldwide  Fund 

*Under  the  Janus  No  Minimum  Initial  Investment  Program,  you  authorize  Janus  to  debit 
your  bank  account  $5(J  or  more  per  month  to  purchase  shares  in  a  Janus  Fund.  You 
should  consider  your  ability  to  continue  in  such  a  program  in  view  of  the  possibility  that 
you  may  have  to  redeem  your  shares  in  periods  of  declining  fund  share  prices  as  well  as 
in  perifjds  of  rising  prices. 


YES -I  would  like  to  know  more  about  Janus  Funds! 

Name  

Address  

City/State/Zip  

Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-337.5 
1-800-525-8983 
Fvt  fil<) 
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set.  And  Ruby  Red  Squirt,  a  berr 
rus  soda  rolling  out  in  only  a  few 
kets,  will  fight  for  space  on  shelvt 
ready  crowded  with  such  e 
concoctions  as  Snapple's  Kiwi  Stra\ 
ry  Cocktail  and  Coca-Cola's  pinea 
flavored  Nordic  Mist.  Lo 
kron  also  hopes  that  brightening 
Root  Beer's  packaging  for  the  first 
in  20  years  will  revitalize  the  bi 
which  remains  the  No.  1  root  beer. 

It  all  sounds  reasonable  enough, 
critics  complain  that  A&w  shouldn't 
with  a  powerful  formula  that  has  t 
ed  gross  profit  margins  to  81%  and 
pelled  earnings  to  $15.5  million  last 
from  a  mere  $1.5  million  in  1987.  I 
A&w's  slow-gi"owing  brands  are  b; 
keeping  pace  in  an  industry  that's 
expanding  by  a  sluggish  2%  to  : 
year.  But  analysts  regard  as  mac 
any  tinkering  with  the  money  mai 
A&W  built  by  hitching  a  ride  on  the 
tling  and  distribution  networks  of  ( 
Cola  and  PepsiCo.  A&w  sells  62%  i 
soft-drink  concentrate  to  Coke  and 
si  bottlers,  who  are  free  to  carry 
competing  beverages. 
HEAD-BUTTING.  But  things  will  be  d 
ent  this  time.  A&w's  Tetley  tea 
Everlast  sports  drinks  will  corr 
head-on  with  Coke's  Nestea  and  Pc 
ade,  as  well  as  with  Pepsi's  Liptor 
All  Sport.  So  the  big  Coke-  and  F 
affiliated  bottlers  just  aren't  inter( 
in  candying  A&w"s  new  lines.  As  a  n 
A&w  must  rely  on  less  powt 
second-tier  bottlers  to  push  its 
brands. 

Even  when  A&w's  new  products  i 
it  to  store  shelves,  the  company 
not  have  the  marketing  muscle  to 
enough  customers.  Analysts  be 
Quaker  Oats  Co.'s  Gatorade  divisioi 
amassed  a  $70  million  war  chest  ti 
fend  its  lock  on  the  sports-drink  ma 
By  contrast,  A&w  has  just  $15  m 
to  advertise  all  its  products  this  yt 

Lowenkron  isn't  dissuaded.  Tea 
sports  drinks  "are  the  two  most  in 
tant  growth  categories  in  our  indus 
says  the  A&W  chief,  who  was  on 
management-led  team  that  engine 
the  1986  buyout  of  the  former  Ui 
Brands  Co.  unit,  which  went  pub 
year  later.  Lowenkron  says  he'll  be 
py  with  just  a  modest  piece  of 
emerging  markets  but  won't  specify 
much. 

True,  the  strategy  runs  countc 
A&w's  formula  of  avoiding  the  lime 
and  watching  its  profits  from  r 
brands  roll  in.  But  given  that  his 
ship  root  beer  brand  is  flat,  Lowen 
has  little  choice  but  to  take  s 
chances. 

Bi/  Elizabeth  Lesly  in  White  Pi 
N.  Y. 
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that's  The  Future  of 
relecommunications? 
t's  Your  Call... 


"The  1993  Future  of  World 
Communications  Symposium: 
New  Alliances  for  the  New  Age 
of  Global  Markets" 


To  be  held  May  5  through  6,  1993 

at  McGr;u^■-Hill  World  Hcadqiuiilcrs,  Rockelcllcr  Center,  New  York 

Calling  all  upper  management:  Directors,  executive  vice- 
presidents,  general  managers,  \  ice-presidents/MIS  of  North  America's 
largest  corporations,  and  militaiy  and  gcn'ernnient  otticials  directly 
iinohed  in  making  international  telecommunications  policy, 

Business  Week's  Symposium  on  The  Future  of  World 

Communications  will  feature  personal  interchanges  with  leading 
figures  of  international  business  and  government. 

Agenda  highlights  include; 

The  Honorable  Robert  J.L.  Hawke 

Prime  Minister  of  Au.stralia,  1983-1991: 

"Telecommunications  and  Asia-Pacific  Economic  Cooperation: 
Laying  the  Groundwork  for  a  Truly  Pacific  Community" 

Hank  R.  Greenberg,  Chairman  cS:  CEO 
American  International  Group: 

"View  From  Tiie  Top:  Tlje  CEO's  Perspective  on  World 
Communications" 

"The  Ministers' Roundtable"  which  features; 

Ambassador  Bradley  P.  Holmes,  Assi,stant  .Secretaiy  of 
State,  I'.S.  Department  of  State 

Edward  Leigh  MP,  Parliamentary'  I'nder-Secretaiy  of  State  for 
Trade  and  Technolog)',  UK 

Dr.  Eugene  Chien,  Minister  of  Traasportation  and 
Communications,  Republic  of  China 

Presented  in  association  with: 

BT  Cable  and  Wireless,  PLC 

France  Telecom   Gemini  Consulting 


B  SINESS  WEEK  EXECUTIVE  PROGRAMS.    TARGETED  ISSUES,  TARGETED  IVIARKETS 


M  212.512.3113 

)  Find  Out. 


(  llene  Barnofsky  at  212,S12,311,^  or  800,821,1329 
I  iiore  details  and  to  register  lor  the  event, 

Fi  information  about  corporate  sponsorship  at  this  or 
'  I  Business  Week  Executive  Programs,  contact 


liam  H.  DeGraff 

ctor  of  Sales,  Strategic  Programs  212,512,6012 
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ENTERTAINMENT  I 


LAST AaiOM  HERO— OR  FIRST 
$60  MILLION  COMMERCIAL? 


Sony's  new  Schwarzenegger  movie  is  a  cross-marketing  blitz 


The  pin-striped  suits  and  ponytails 
were  standard  Hollywood  issue. 
But  even  the  most  jaded  denizens 
of  Tinseltown  had  to  admit  that  Sony 
Corp.'s  preproduction  meeting  for  Last 
Action  Hero  was  an  eye-opener.  For 
starters,  Sony  had  gathered  managers 
from  its  electronics  and  publishing  divi- 
sions, as  well  as  the  usual  scr-eenwriters 
and  studio  honchos.  The  artists  and  tech- 
ies  broke  into  cheers  when  Arnold 
Schwarzenegger  strode  into  the  screen- 
ing room.  But  when  he  spoke  to  the 
group,  the  film's  star  said  more  about 
hawking  video  games  and  MiniDiscs 
than  about  making  the  movie. 

Has  the  Terminator  turned  into  an 
electronics  dealer?  Not  quite.  But  Sony 
is  using  Schwarzenegger's  salesmanship 
and  star  power  as  the  engine  for  its 
most  ambitious  attempt  at  cross-mar- 
keting and  product  tie-ins  .since  it 
bought  Columbia  Pictures  in  1989 
and  CBS  Records  Inc.  in  1987.  It's  a 
crucial  test  for  Sony:  Such  synergies 
are  precisely  the  payoff  the  electron- 
ics giant  used  to  justify  its  $5.4  billion 
foray  into  entertainment.  "We  call  it 
synchronicity,"  says  Peter  Guber 
chairman  of  Columbia  parent 
Sony  Pictures  Entertain- 
ment. "You  get 
everyone  working 
on  the  same  thing  at  SELI-IHC  STARS 
the  same  time."  Sony  has  signed  u| 

'COERCION.'  The  some  of  Its  best-seil 

folks  on  Madison  musicians  for  the  fil 

Avenue  might  just  soundtrack,  mcludi 
call  it  advertising:  the  grunge  band 
When  Lnst  Action  ^''^^ 
Hero  opens  on  June 
18,  it  may  seem  less 
an  action  flick  than 
an  epic  infomercial  for 
Sony.  The  $(jO  million  film 
will  sport  a  soundtrack 
with  Soiry  recording  artists.  It  will 
prominently  feature  two  new  Sony  con- 
sumer-electronics products.  It  will  be  a 
showcase  for  a  new  Sony  sound  system 
for  theaters.  And  eventually,  the  film 
footage  will  be  used  to  produce  a  video 
game  and  an  amusement  ride. 

Ever  since  Sony  bought  CBS  Records 
for  $2  billion  in  1987,  it  has  talked  up  the 


possiliilities  of  promoting  its  electronic 
hardware  through  entertainment  soft- 
ware. The  pressure  to  pursue  that 
course  only  intensified  after  Sony  paid 
$3.4  billion  to  buy  Columbia  from  Coca- 
Cola  Co.  Until  now,  however,  its  synergy 
efforts  have  been  sporadic:  a  few  com- 
puter games  and  soundtracks  based  on 
I'ecent  Sony  films,  such  as  Brain  Stoker's 
Dnwula.  "It  took  a  little  l)it  of  coercion," 
explains  Michael  P.  Schulhof,  vice-chair- 
man of  Sony  USA.  "People  are  finally 
catching  on  to  what  I've  been  saying. 

SHOPPING  AT  THE  MOVIES 

Sony  hopes  Arnold  Schwarzenegger's 
Last  Action  Hero  will  spur  sales  of  its 
consumer-electronics,  high-tech, 
and  entertainment 
products 


DATA  COMPANY  REPORTS 


And  they're  starting  to  lielieve  in 
it  themselves." 

Schulhof  knows  he  has  to  pro- 
duce. With  its  electronics  business  lag- 
ging, the  Japanese  company  is  relying 
on  entertainment  to  drive  its  growth. 
Sony's  worldwide  profits  dropped  62%, 
to  $434  million,  in  the  quarter  ended 
Dec.  31.  But  entertainment's  share  of 
the  profits  is  growing:  The  music  and 
movie  divisions  will  kick  in  38%  of  total 
oj^erating  profits  this  fiscal  year,  up  from 
32%  last  year,  says  Yoshihide  Kondo,  a 


Sony  analyst  at  Daiwa  Securities 
Certainly,  Columbia  Pictures  C' 
man  Mark  Canton  saw  dollar  sigr 
Last  Action  Hero  from  the  momen 
plunked  down  $150,000  for  the  s( 
last  year.  The  story  has  a  strong 
bent:  It  focuses  on  a  young  boy 
leaps  magically  from  the  real  world 
an  action-packed  movie  alongsic 
superstar  crime-fighter.  With  Schw: 
negger  starring  and  Die  Hard  dir< 
John  McTiernan  behind  the  camera. 
Action  Hero  also  has  the  muscle  to 
heavyweight  contender  in  this  sumr 
crowded  film  lineup. 

Soon  after  signing  Schwarzenej 
Canton  enlisted  him  to  make  a  pitc 
other  Sony  divisions  to  get  invoi 
Within  a  week  after  the  unusual  me 
at  Sony's  headquarters  in  Culver 
Calif.,  the  offers  started  pouring  in. 
came  executives  from  Sony  USA, 
were  eager  to  use  the  film  to  p 
cize  their  new  MiniDisc.  The  2..5 
compact  disk  had  a  rocky  intrc 


PUSHING 
PRODUCTS 

Austin  O'Brien,  the  film's  youi 
hero,  listens  to  music  from 
Sony  ortists  on  c  Sony 
MiniDisc  player.  ^ 
Script  calls  for 
Schwarzenegger's 
character  to  place 
a  call  on  a  Sony 
cellular 
phone. 


TOUTING 
TECHNOLOGY 

Sony  produced  four  prints  of 

the  movie  using  a  new  digital 

sound  system.  It  plans  to 

market  the  system  to 

theaters  worldwide.  ^J^"  " 

U.  S. 

December 

cause  sup 

ran  short  in  some  stores. 

Featuring  the  MiniDi.sc  in  the 

could  fire  up  sales  and  help  Sony  i 

battle  with  Philips,  which  offers  a 

jjeting  technology.  So  Columbia  will 

Schwarzenegger's  young  sidekick,  A 

O'Brien,  listening  to  music  on  a  ] 
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player.  The  script  also  has 
varzeneg^er's  character,  Jack  Slater, 
^  a  soon-to-be-introduced  Sony  cellu- 
ihone.  Columl)ia  can  charge  outsiders 
)00  for  such  product  placements, 
t  course,  when  O'Brien  listens  to  his 
Disc  player,  he'll  hear  Sony  musi- 
i.  Canton  asked  Sony  Music  P^nter- 
nenl  President  Thomas  D.  Mottola 
iiie  up  artists  from 
''s  Columbia  and  Epic 
.s  for  the  soundtrack. 
!ir,  he  has  offered  up 

band  Alice  in  Chains 
rappers  Cypress  Hill. 

Action  Hero  will  fea- 

non-Sony  acts  such  as 
)C,  too.  But  Mottola 

that  more  than  half 
be  Sony  artists. 
PETITION.  Sony's  be- 

ih ''-scenes  wizardry 
Ml  get  a  push.  Four 


lYlATSUSHITA 

WILL  USE  THE 
?\m  JURASSIC 
PARK  JO  PUSH 
ITS  PRODUCTS 


'  if  Last  Action  Hero  are  being  en- 
i  I )  play  in  theaters  equipped  with 
-tate-of-the-arc  digital  sound  sys- 
oiiy  Software  Corp.  then  plans  to 
the  system  to  theaters  world- 
-'ome  of  the  film's  footage  will  lie 
n-  an  interactive  video  game  that 
'lectronic  Publishing  plans  to  sell 
iristmas.  Also  in  the  works  are  a 
lor  ride  using  film  footage,  and  a 


virtual-reality  version  of  the  movie  that 
Sony  will  show  at  Loews  Theaters  in 
Manhattan.  Sony  just  happens  to  own 
the  Loews  chain  as  well. 

Pervasive  as  it  is,  Sony's  synergy 
leaves  some  observers  unimpressed.  "I 
don't  think  there's  ever  been  a  can  of 
Coke  sold  because  it  appeared  in  a 
movie,"  says  Harold  Vogel,  an  analyst 
at  Merrill  Lynch  &  Co. 
and  author  of  Entertain- 
ment Industry  Economics. 
"It'll  take  a  heck  of  a  lot 
of  Lcuit  Action  Heroes  to 
justify  what  Sony  paid  for 
Columbia."  Even  Schulhof 
says  he  doesn't  know  how 
much  sales  of  the  MiniDisc 
will  be  affected  by  its  ap- 
pearance in  the  film. 

What's  more,  Colum- 
iiia's  rival,  Universal  Studi- 
os Hollywood,  will  roll  out 
its  own  synergy-rich  summer  movie  a 
week  ahead  of  Lo.s-/  Action  Hero.  The 
studio,  a  subsidiary  of  Matsushita  Elec- 
tric Industrial  Co.,  is  promoting  Steven 
Spielberg's  Jurassic  Park  with  a  com- 
panywide  blitz.  Visitors  to  Universal's 
theme  parks  in  Los  Angeles  and  Orlando 
will  receive  fliers  for  the  film,  while  cus- 
tomers browsing  for  stereo  equipment 
will  find  promotions  for  Jurassic  Park 


in  ads  for  Panasonic  Co.,  another  Matsu- 
shita brand. 

To  prevent  Jurassic  Park  from  steal- 
ing Schwarzenegger's  thunder,  Sony  is 
rolling  out  plenty  of  old-fashioned  mar- 
keting, too.  In  addition  to  an  initial  ad 
budget  of  $15  million,  Columbia  struck  a 
deal  worth  $20  million  with  Burger  King 
Corp.,  which  will  market  La.st  Action 
Hero  cups.  In  a  coup,  the  studio  spent 
$500, 000  to  plaster  Schwarzenegger's 
and  the  film's  names  on  a  NASA  rocket. 
NASA  even  agreed  to  delay  the  liftoff 
for  three  weeks,  until  the  actor  was 
available  to  push  the  launch  button  him- 
self. Schwarzenegger,  who  is  also  execu- 
tive producer,  seems  as  determined  as 
Sony  to  use  the  movie  as  a  marketing 
vehicle.  He  helped  choose  Mattel  Inc. 
as  a  toy  licensee  and  even  edited  the 
press  release  announcing  the  deal. 

If  Schwarzenegger  wants  to  squeeze 
every  penny  out  of  Last  Action  Hero, 
Schulhof  seeks  a  less  tangible  payoff. 
He  wants  the  film  to  burnish  Sony's  im- 
age as  a  producer  of  cutting-edge  prod- 
ucts. "Films  are  a  way  for  us  to  view 
ourselves,"  he  says.  "We  want  people  to 
see  the  advances  technology  is  bringing 
us."  Provided  that  technology  comes 
from  Sony,  of  course. 

By  Ronald  Graver  in  Culver  City, 
Calif.,  with  Mark  Landler  in  New  York 


^7 


Tor  global  investing,  ifs  the  long  term  that 
counts.  That's  why  I  picked  this  top  performer. 

Looldjig  abroad  for  long-term  growth?  Consider  a  fund  with  top-ranldng,  long-term 
performance:  Scudder  Global  Fund.  Over  five  years,  tliis  Fund  ranked  in  the 
top  10%  of  the  20  Global  Funds  tracked  by  Lipper,  and  in  the  top  20%  of  43 
funds  tracked  last  year.  Scudder  Global  Fund  invests  in  a  diversified 
^'-v       portfolio  of  U.S.  and  overseas  stocks.  Its  managers  look  for  compa- 
nies that  seem  well  positioned  to  take  advantage  of  global  economic 
trends,  without  respect  to  national  boundaries.  This  global  per- 
spective helps  ensure  that  your  investments  are  not  tied  to  a 
single  country's  economic  climate.*  Call  today  for  a  free  fact 
Idt  on  this  pure  no-load'"'  top  performer. 


Scudder  Global  Fund 
1-800-225-2470  ext  3901 

SCUDDER 


America's  First 
Family  of  No-Load  Funds 


inned  for  investors  who  can  accept  the  special  risks  of  international  investing,  including  currency  exchange  fluctuations.  Share  price  fluctuates, 
pcrtormance  is  no  guarantee  of  future  results.  Rankings  for  1-  and  5-year  periods  ended  12/31/92.  Upper  Analyrtical  Services,  Inc.,  is  a  widely 
n:z(id,  independent  fund-ranking  service.  Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  the  Fund's  prospectus,  wfiich  contains  more 
ilete  information  about  management  fees  and  other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 
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CORPORATE 
REFUGEES 

AFTER  THE  PAIN,  SOME  FIND  SMOOTH  SAILING 


Courtney  A.  Nelthropp  was  a  classic 
corporate  success.  He'd  been  at 
IBM  since  1971.  Starting  out  in 
sales,  Nelthropp  had  moved  up  to  comp- 
troller of  the  $5  billion  national  accounts 
division  by  1985.  In  1989,  he  was  earning 
$117,000  a  year,  plus  options,  as  director 
of  resource  planning  for  Big  Blue's  $25 
billion  information  systems  group. 

Then  he  was  out.  After  nearly  two 
decades  at  IBM,  Nelthropp  accepted  an 
early-retirement  package  from  the 
downsizing  giant  and  joined  the  great 
corporate  diaspora.  He  "retired"  at  47 
and  spent  the  next  three  years  bouncing 
around  in  a  series  of  discouraging  and 
frustrating  jobs  that  never  panned  out. 

But  don't  cry  for  Courtney  Nelthropp. 
Before  you  count  him  among  the  mil- 


lions of  victims  of  corporate  retrench- 
ment, you  should  know  that  today  Nel- 
thropp owns  his  own  business,  a  printing 
franchise  in  Stamford,  Conn.  IBM  is  one 
of  his  best  customers,  along  with  Coca- 
Cola,  Deloitte  &  Touche,  and  Willamette 
Industries.  And  as  IBM,  the  high-tech  gi- 
ant, staggers  and  contemplates  vast  lay- 
offs, Nelthropp's  Sir  Speedy  print  shop 
has  six  full-time  and  two  part-time  em- 
ployees and  plans  to  hire  more  as  the 
recovery  picks  up  steam.  March  already 
looks  like  a  record  month,  and  sales  are 
u|i  about  20' ■  from  last  year. 
HUDDLED  MASSES.  Nelthropp  is  part  of 
that  vast  wave  of  managers  and  profes- 
sionals who  have  been  squeezed  out  of 
big  corporations  struggling  to  compete 
in  a  global  economy.  Call  them  the  cor- 
porate refugees.  To  the 
doomsayers,  with  an  eye  on 
the  forever-vanished  shel- 
ters of  generous  pay  and 
l.)enefits,  these  refugees  are 
tired,  poor,  huddled  masses 
indeed.  "Today,"  proclaims 
Harvard  University  econo- 
mist James  L.  Medoff, 
"people  who  lose  their  jobs 
are  history." 

In  fact,  it's  starting  to 
look  as  if  they  may  change 
history.  Nearly  a  decade  af- 
ter the  first  widespread  lay- 
offs hit  Corporate  America, 


it's  becoming  clear  that  corporate 
gees  are  finding  new  homelands- 
like  other  immigrants  before  them, 
vigorating  those  homelands.  Foi 
first  time,  a  highly  educated,  skillec 
experienced  managerial  and  profess 
elite  is  being  released  from  its  corp 
moorings  into  a  diverse  ocean  of  f 
firms,  startups,  and  smaller  busine 
Chances  are,  most  of  them  will  i 
return  to  corporate  life.  Even  ai 
economy  recovers,  U.  S.  companie: 
certain  not  to  rebuild  their  bloated 


AFTER  BIG  BLUE 


COURTNEY  NELTHROPP  He  floundered  for  a  while  aftf 
taking  early  retirement  from  IBM  but  now  owns  a  Sii 
vSpeedy  print  shop.  He's  earning  about  half  what  IBM 
paid  him,  but  his  business  is  growing.  His  best 
customers?  Coca-Cola,  Deloitte  &  Touche — and  IBIV 
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lent  ranks.  Many  refugees  wouldn't 
I  ick  to  their  old  employers  anyway. 
P  y  of  them  weren't  laid  off,  but  left 
o;  eir  own  accord  after  years  of  frus- 
b  )n  with  corporate  bureaucracies. 
A  whether  they  became  refugees  by 
d  e  or  by  pink  slip,  many  find  that  the 
K  tactions  of  life  outside  the  corporate 
ft  are  worth  the  anxiety  and  sacrifice 
01  come  and  security  that  their  new 
ir.  lendence  entails. 

«  IT  PHONES.  That  doesn't  mean  that 
or[)orate  diaspora  is  painless,  how- 
Lots  of  small  businesses  and  fran- 
^     fail.  Many  consultants  sit  in  their 
i  drumming  their  fingers  and  wait- 
'  !i  vain  for  the  phone  to  ring.  The 
lines,  the  refugees  who  find  work 
'mse  new  businesses  survive,  too 
find  themselves  working  excruciat- 
U'   long  hours  for  a  fraction  of  their 
ol  orporate  pay.  Their  precarious  exis- 
I'un  seem  Hke  a  high-wire  act  per- 
il without  the  corporate  safety  net 
lary  and  benefits. 

the  refugees  who  ultimately  find 


success  often  do  so 
only  after  two  to  three 
years  of  floundering — 
the  "bounce."  Learning 
new  skills,  writing  a 
business  plan,  pitching 
venture  capitalists  for 
startup  money,  or  do- 
ing due  diligence  on 
buying  a  franchise,  all 
take  time  and  pain. 
And  like  lovers  on  the 
rebound,  many  refu- 
gees fall  for  the  wrong 
job  or  business  the  first  time  out,  losing 
precious  time,  energy,  and  money. 

But  as  they  find  their  footing,  these 
corporate  refugees  are  beginning  to 
have  a  broad  impact  on  the  world 
around  them.  With  their  knowledge,  in- 
sights, and  expertise,  they  are  trans- 
forming some  long-neglected  nooks  of 
the  U.  S.  economy.  They're  revitalizing 
old-fashioned  "metal-bending"  compa- 
nies with  new  technology  and  marketing 
savvy.  They're  introducing  a  new  level 


KELLOGG  DROPOUT 

JUDY  SARKOZY  Frustrated  by  bureaucracy 
and  bosses  who  wouldn't  listen,  Sarkozy  quit 
her  job  as  a  project  manager  at  Kellogg  in 
1983  to  join  her  husband  in  his  Kalamazoo 
(Mich.)  bakery.  Now  she  supervises  nine 
workers — and  pays  close  heed  to  their  views 


of  professionalism  to  family  businesses 
across  the  nation.  And  they're  bringing 
new  financial  and  operating  sophistica- 
tion to  the  world  of  franchising. 

As  a  result,  the  structure  and  culture 
of  small  business  is  beginning  to 
change.  Some  companies,  for  example, 
may  end  up  on  firmer  financial  footing 
thanks  to  corporate  refugees.  Besides 
tending  to  be  better  managers  than  tra- 
ditional small  business  owners,  refugees 
typically  have  more  capital — in  the  form 


lORY 
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of  their  buyout  packages — or  know  how 
to  raise  it.  "They're  starting  bigger  busi- 
nesses and  investing  larger  amounts  of 
capital  in  existing  businesses,"  says 
Thomas  Monroy,  the  director  of  the 
P^amily  &  Small  Business  Institute  at 
Baldwin-Wallace  College,  in  Berea,  Ohio. 
Add  up  their  capital,  management  sav- 
vy, and  even  the  frequent  stabilizing 
presence  of  a  spouse  with  salary  and 
benefits,  and  the  high  failure  rate  of 
small  businesses  may  shrink.  "These 
businesses  have  a  great- 
er potential  to  create 
more  jobs  than  the  tyiji- 
cal  small  business  of  the 
past,"  adds  Monroy. 
HUGE  MARKETS.  Para 
do.vically,  corporate  rei- 
ugees  are  even  helping 
out  the  very  corpora- 
tions they  left — or  that 
gave  them  the  boot.  As 
it  turns  out,  their  old 
skills  aren't  as  obsolete 
as  the  prophets  of  mid- 
dle-management doom 
have  warned.  By  some 
estimates,  one-third  of 
all  refugees  simply  go 
out  the  door,  turn 
around,  and  sell  their 
same  services  to  their 
old  employers,  as  well 
as  to  new  customers,  as 
independent  contractors. 
The  same  forces  creat- 
ing the  giant  pool  of  cor- 
porate refugees  are  also 
creating  vast  demand 
for  their  services.  "As 
corporations  disaggre- 
gate, huge  markets  are 
opening  up  for  precisely 
the  people  who  are  be- 
ing displaced,"  says 
Charles  Handy,  visiting 
professor  at  the  London 
Business  School  and  au- 
thor of  The  Age  of  Rea- 
son, a  book  about  the 
changing  workplace. 

That's  because  compa- 
nies, which  used  to  be 
employment  institutions, 
are  fast  becoming  orga- 
nizing institutions.  Hundreds  of  .services 
once  performed  by  full-time  employees 
are  now  bought  from  outsiders.  The  list 
of  functions  being  farmed  out  is  long: 
benefits,  corporate  travel,  product  de- 
sign, accounting,  legal  services,  data 
processing — even  management  itself. 
That's  why  the  business-service  market 
has  become  one  of  the  fastest-growing 
sectors  of  the  U.  S.  economy,  adding  3 
million  jobs  in  the  past  decade  (chart). 

With  downsizing  racing  along,  corpo- 


rate refugees  are  becoming  a  large  and 
powerful  group.  The  Center  for  the  New 
West,  a  nonprofjt  organization  that  pro- 
motes regional  economic  development, 
estimates  that  there  are  about  9  million 
of  what  it  calls  "lone  eagles,"  people 
outside  large  corporations  who  sell  high- 
level  .services  over  faxes  and  phones. 
Add  in  those  who  left  Big  Business  for 
family  firms,  franchises,  and  small  busi- 
nesses and  you  come  up  with  a  pool  of 
10  million  to  12  million  corporate  refu- 


FAMILY  liiLo 


BRUCE  WOOLPERT  Woolpert  joined  his  family's  gravel 
business  after  becoming  disenchanted  with 
Hewlett-Packard.  His  high-tech  expertise  applied  to  a  low 
tech  operation  brought  his  company  the  Baldrige 
Quality  Award  in  the  small-business  category  in  1992 


gees.  "These  are  i)eople  in  their  30s  and 
40s,  at  the  height  of  their  careers  and 
productive  powers  and  energy,"  says  the 
center's  president,  Philip  M.  Burgess. 

They're  also  a  force  that  is  beginning 
to  coalesce  around  its  own  special  con- 
cerns, such  as  health-care  coverage  or 
taxation  and  regulation  of  small  busi- 
ness. "The  restructuring  of  the  coun- 
try's corporations  is  resulting  in  a  re- 
structuring of  society,"  says  Edward 
Lawler,  management  professor  at  the 


business  school  of  the  Universil 
Southern  California.  "This  grouj. 
tremendous  economic,  social,  even 
cal  implications." 

Corporate  refugees  are  already  I 
ning  to  play  a  significant  political 
"Maybe  half  the  people  who  left 
corporations  in  recent  years  left  im 
tarily,  and  they  are  angry,"  says 
mentator  Kevin  Phillips.  "They  we 
know  what  government  can  dc 
them."  Many  of  these  refugees,  PI 
believes,  are  Re[ 
cans  v/ho  voted  fo 
Clinton.  The  volu 
refugees,  on  the 
hand,  are  more  enti 
neurial.  They're  w( 
about  government 
lations,  fees,  man( 
and  taxes.  "The 
Democratic  prog 
matic  liberalism 
where  they  are," 
Brian  Lunde  of  Lur 
Berger,  political  c( 
tants.  "Nor  is  coi 
club  Establishmen 
iniblicanism."  IV 
Lunde  says,  supp 
Ross  Perot  in  1992 
Most  refugees  h 
feel  like  members 
political  or  ecor 
force  in  their  first 
years  outside  the  ( 
rate  cocoon,  how 
Mostly,  they  feel  a 
That  was  pretty 
the  case  for  fo 
IBMer  Nelthropp. 
months  after  let 
Big  Blue,  Nelthrop 
came  chief  financia 
cer  of  a  British-o 
software  comj 
When  it  closed  its 
operations  in  late 
he  was  out  of  a  jc 
didn't  do  enough  di 
igence  on  the  ind 
and  competitors  a 
time,"  he  says. 
WATCHING.  Next,  > 
ropp  consulted  for 
ups,  helping  them  c 
op  business  plans  and  find  capital.  ^ 
consulting  for  a  startup  graphics  cc 
ny,  Nelthropp  learned  about  the  ir 
of  computers  on  graphics,  design, 
printing  and  ended  up  buying  £ 
Speedy  franchise  for  about  $30( 
Nelthropp  was  able  to  borrow  a  pc 
of  the  capital  and  used  his  own  sa' 
for  the  rest. 

He's  still  earning  far  less  than  hi 
income.  In  his  first  year  as  a  fran 
owner,  he  paid  himself  about  $1,( 
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WHAT  CORPORATE  ...WHERE  THEY'RE  ...AND  A  SIGN  THEIR 

EFUGEES  USED  TO  DO...  GOING...  WORK  IS  STILL  NEEDED 


I  DESCRIPTIONS  OF  EXECUTIVES  FRANCHISES  The  number  of  nonautomotive  or 

D  OFF  FROM  CORPORATIONS  IN  1992  g^^^li^^  franchise  units  in  the  U.S.  has  grown 

KERAL  MANAGEMENT  j^^^  3 , 2,800  in  1 986  to  some  424,500  in  1 992 

CONSULTING  Nearly  1.3  million  people  say 
they're  consultants,  up  from  1.1  million  in  1988 

STARTUPS  Nearly  607,000  businesses  started  in 
the  first  11  months  of  1 992-up  5%  from  1991 

SMALL  AND  FAMILY  BUSINESSES  These  lost  jobs 
in  the  recession— but  slowly.  Only  239,000  of 
1991  's  1.5  million  U.S.  job  losses  were  from 
smoll  business,  which  employs  57%  of 
Americans 

SMKt  BEAM  MORIN  INC ,  INTERNATIONAL  FRANCHISE  AS5N,  BUREAU  OF  LABOR  STATISTICS  ESTIMATES,  DUN  S  BRAOSTREET  CORP,  SMALL  BUSINESS  ADMINISTRATION 


EMPLOYMENT  GROWTH 
AT  COMPANIES  THAT  PROVIDE 
BUSINESS  SERVICES  TO  OTHER  COMPANIES 

INCLUDES  SERVICES  SUCH  AS  ADVERTISING, 
CONSULTING,  AND  TEMPOIiARY  HELP 


'80  '85 
▲  MILLIONS  OF  EMPLOYEES 


c — less  than  half  his  IBM  salary, 
pretty  pitiful,"  Nelthropp  admits, 
you've  got  to  start  somewhere." 
no  skills  learned  at  IBM  give  Nelth- 
an  edge  now.  His  financial  back- 
nd  is  invaluable  in  a  small  business 
•e  cash  flow  is  critical.  And  his  fa- 
.rity  with  computers  allows  Nelth- 
to  use  software  to  manage  account- 
tnd  administration.  "I'm  very  hot  on 
y  technology  to  make  the  business 
!  efficient  and  effective,"  he  says, 
ith  his  experience,  expertise,  and 
al,  Nelthropp  is  hardly  a  typical 
;hise  buyer — but  he's  not  alone  any- 
!,  either.  "We  see  much  more  sophis- 
ed  buyers  of  franchises  since  the 
isizings  began,  people  who  ask  so- 
ticated  financial  and  marketing 
tions,"  says  Les  R.  Rager,  of  Rubin- 
Rager  Inc.,  a  franchise-consulting 
in  Atlanta.  Partly  as  a  result  of 
i  questions,  the  insular  world  of 
:hising  is  being  subjected  to  a  new 
of  legal  and  regulatory  scrutiny. 
>r  the  large  group  of  corporate  refu- 
who  are  finding  ready-made  shelter 
he  family  business,  the  painful 
ice  often  comes  not  in  the  flounder 
;earch  for  a  new  job  or  business  but 
e  wrenching  adjustment  to  working 
kin.  Maurice  Hyacinthe  found  that 
vhen  he  left  Chemical  Bank  in  1987. 
I  27,  he  cjuit  as  vice-president  in  tln' 
estate  group  after  a  series  of  reor- 
zations  left  him  alienated  from  his 
es.  He  joined  Packard  Frank  Furni- 
Co.,  his  59-year-old  father's  Ardsley 
^)  office-furniture  dealership. 
:  E  CHANGE.  Working  with  Dad  took 
*  getting  used  to.  Hyacinthe  started 
ce-president,  but  he  quickly  learned 
.  the  only  title  that  mattered  at  Pack- 
i^rank  was  boss.  "It  was  difficult  for 
•0  be  told,  'No,  I'm  the  father-owner, 
^what  I  say  goes,'  "  Hyacinthe  says. 
'Ok  Hyacinthe  and  his  father  a  dis- 
■  ement-f illed  year  to  sort  things  out. 
i  Hyacinthe  won  his  share  of  argu- 


ments, especially  when  it  came  to  mod- 
ernizing the  business.  Hyacinthe  had 
used  the  latest  in  high-tech  office  gear 
at  Chemical,  but  says  his  father's  busi- 
ness was  in  the  stone  age  when  it  came 
to  technology.  He  persuaded  his  father 
to  put  in  computers  to  keep  track  of 
inventory  and  cash  flow,  plus  faxes  to 
improve  marketing. 

When  Judy  Sarkozy  joined  her  hus- 
band in  the  family 
business,  they  had  to 
wrestle  with  their 
vastly  different  man- 
agement styles.  Sar- 
kozy, now  51,  was  a 
project  manager  for 
Kellogg  Co.,  travel- 
ing to  troubleshoot 
and  start  up  plants. 
Frustrated  by  bu- 
reaucracy and  lack 
of  autonomy,  and 
tired  of  always  being 


the  only  woman  in  meetings,  she  quit  in 
1983  to  join  her  husband,  who  had  set  up 
his  own  bakery  in  Kalamazoo,  Mich. 

He  was  a  hierarchical,  formal  manag- 
er— everything  she  left  Kellogg  to  get 
away  from.  They  disagreed  repeatedly 
over  how  to  run  the  bakery.  "We  didn't 
fight,  but  my  husband  and  I  had  differ- 
ent views  on  the  way  things  should  be 
done,"  she  says.  He  left  the  bakery  after 


TALENT  AGENT 


LINDA  PRICE  Price,  46,  abandoned  her  own 
corporate  career  to  represent  other  refugees. 
She  now  earns  three  times  her  old  salary  by 
negotiating  contracts  and  handling  billing  for  her 
consultant-clients,  taking  a  20%  commission 
for  her  services 


■ilORY 
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WORKING  HIS  CONTACTS 

PETER  BREWSTER  At  56,  Brewster  was  laid  off  a 
many  years  in  the  computer  business.  Seeing 
bleak  job  prospects,  he  started  a  company  that 
makes  kits  enabling  printers  designed  for 
mainframes  to  work  on  networks.  He  knows  w' 
needs  his  services — he  sold  them  the  printers 


two  years  to  become  director  of  tlie 
Downtown  Kalamazoo  Assn.,  which  pro- 
vides support  for  local  business  owners. 
Sarkozy  now  presides  over  nine  full-time 
employees  who  get  their  ideas  heard  by 
the  boss  while  they  bake  European-style 
breads  in  a  90-year-old  brick  oven. 

Bruce  W.  Woolpert  joined  a  low-tech 
family  company,  too — and  used  his  high- 
tech expertise  to  so  transform  his  par- 
ents' gravel  business  that  it  won  a  Mal- 
colm Baldrige  National  Quality  Award. 
Woolpert,  marketing  manager  for  Hew- 
lett-Packard Co.'s  personal-computer 
software  division,  found  himself  disen- 
chanted with  corporate  life  after  nine 
years.  His  parents  told  him  they  planned 
to  retire  and  offered  to  give  their  chil- 
dren the  business,  which  had  been  in  the 
family  for  two  generations — 93  years. 

Bruce's  brother  Stephen,  a  clinical 
psychologist,  had  already  joined  the  com- 
pany. The  two  drew  up  a  list  of  52  man- 
agement functions,  and  checked  off 
what  each  of  them  preferred  to  do. 
Bruce  wanted  finance  and  marketing, 
Steve  wanted  government  relations  and 


real  estate  invest- 
ment. Bruce  quit  HP 
in  1985  and  became  a 
co-president  with  his 
brother  a  year  later. 

Woolpert's  high- 
tech background 
brought  a  new  solu- 
tion to  one  of  the  in- 
dustry's biggest 
problems,  inventory 
management.  Gravel 
and  crushed  rock  were  typically  mea- 
sured by  the  loader-bucketful  as  they 
were  poured  into  trucks — an  imprecise 
and  messy  system.  Woolpert  had  an 
epiphany  looking  at  a  bank  teller  ma- 
chine. "If  they  could  count  twenties,"  he 
reasoned,  "they  could  count  rock."  So 
Woolpert,  41,  devised  the  GraniteXpress. 
Drivers  roll  into  a  building  where  their 
trucks  sit  on  an  electronic  scale.  Thev 
slip  a  data  card  into  a  slot,  and  the  tnick 
is  automatically  filled 
to  the  desired 
weight.  For  that 
high-tech  fix  and  oth- 
er quality  improve- 
ments, Granite  Rock 
Co.  won  the  Baldrige 
in  1992  in  the  small- 
business  category. 

Going  from  HP  to 
the  gravel  business 
is  quite  a  transfor- 
mation. But  many 
other  refugees  leave 
the  corporate  nest 
without  severing 


their  old  corporate  ties.  They  may 
doing  the  same  job  they  once  perfc 
in-house,  or  they  may  sell  their  se: 
to  their  old  customers  or  suppliers 
Take  Peter  A.  Brewster,  who  spt 
years  at  Honeywell  Information 
terns  and  its  successor  companies, 
from  minicomputer  assembler  up  tc 
keting  manager.  When  Honey\ 
computing  unit  was  bought  by  Fk 
Groupe  Bull  in  1987,  Brewster  wt 
Bull  Printing  Systems  Inc. — whici 
bought  in  1991  by  Delpha.x  Syste 
Canton  (Mass.)  printer  maker 
months  ago,  Brewster  was  laid  of: 
CRITICAL  KITS.  At  56,  Brewster  fe 
chances  of  getting  another  full-tin 
in  a  big  high-tech  company  w^ 
great.  So  he  set  about  building  his 
little  company  that  could  offer  a  c 
service  to  his  previous  employers, 
vice  demanded  by  their  customer 
  tlic\  weren't  prepared  to  off 


BIOTECH  STARTUP 

FRANK  BALDINO  After  leaving  Du  Pont,  Baldino, 
who  had  an  international  reputation  in 
neuroscience,  found  enough  venture  capital  to 
start  biotech  drugmaker  Cephalon.  It  now  has  a 
drug  that  promises  to  treat  Lou  Gehrig's  disease- 
and  a  market  valuation  of  $150  million 
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lliere  has  never  been  a  better  clay  to  bring  your 
mpany  back  to  AT&T  Ybr  ATs:T  quality  and  100 
e  clays. 

Switch  any  or  all  of  your  business 
AT&T  by  May  31  and  you  can  get  100 
ys  of  free  long  distance  over  the  next 
3  years. 

If  your  company  spends  between 
5  and  $50,000  a  month  on  long  dis- 
ice,  sign  up  for  one  of  our  special 
emotional  plans,  like  AT&T  UniPlan" 
vice  or  AT&TCustomNet  "  Service,  and  you  can  get 
)  diiys  of  free  long  distance  on  all  these  business 
vices:  outbound  long  distance,  800  Services,  domes- 
and  international,  calling  card  calls,  fax  and  data 
e  details  below). 

All  100  Free  Days  Are  Not  Created  Equal. 

No  other  company  can  match  the  quality  and  reli- 
lityofAT&T 

Only AT&Toffers  you  the  most  relial  )le  network,the 
est  call  completion  rates,  the  most  completed  calls. 
Oiily  AT&T  offers  you  FASTAR "  teclinology,  which, 


There's 
Never  Been 
A  Better 
Day  To 
Come  Back 
ToAE^. 


in  the  event  ot  an  accidenial  cable  cut,  automatically 
reconnects  you  with  your  customers  in  minutes.  Our 
nearest  competitcx  may  take  hours. 

We  don't  simply  offer  you  100  free 
clays  of  long  distance.  We  offer  you  100 
free  clays  of  AT&T 

100  Free  Days  With  Someone 
Else  Could  Mean  Lost  Rei  mine  For 
Yonr  Company. 
When  it  comes  to  800  Sei^vice,  its 
wortli  consideiing  that  our  nearest  com- 
petitor actually  loses  50%  more  800  calls.  Tliis  could 
result  in  lost  sales  for  your  company 

When  every  call's  a  customer,  it's  worth  remem- 
bering that  AT&T  800  Seivice  is  the  most  reliable  800 
Service  in  the  industry. 

Let  today  be  the  dawn  of  a  new  day  for  your 
business,  by  switching  your  long  distance  to  AT&T. 
Tlie  Best  in  the  Business!" 

Don't  let  the  sun  go  down  without  calling 
1 800  222-0400  for  more  deuiils. 
ALST.  The  Best  in  tlie  Business. 


I  of  up  to  $200,000  (AT&T  UniPlan  Service)  or  $40,000  (AT&T  Custom  Net  Service)  applied 
wo  years,  based  on  annual  or  average  spending  in  particular  months.  Conditions  and 
lation  dates  vary  by  service  Exclusive  ot  term  plan  and  other  promotional  offers  Claims  are 
i  on  4Q  1992  AT&T  Bell  Labs  nationwide  test  results 


ATgT 


house.  Brewster  knew  that  many  of 
Bull's  and  Delphax's  chents  had  older, 
high-speed  printers  that  work  only  with 
big  mainframes,  not  with  the  newer 
computer  networks. 

Brewster  came  up  with  a  retrofitting 
kit  that  lets  older  mainframe  printers 
work  on  networks.  As  their  clients  press 
Bull  and  Delphax  to  upgrade  their  older 
printing  operations,  they  pass  the  leads 
on  to  Brewster's  company,  Alexicon. 
So  far,  they  haven't  offered  any  retrofit- 
ting services  themselves,  so  Brewster's 
company  fills  a  critical  niche  for  them. 
And  Brewster  employs  other  corporate 
refugees  to  put  together  his  kits.  "By 
running  Alexicon,  I  can  capitalize  on 
the   i)eople   and   equipment  that  I've 


known  for  years,"   Brewster  says. 

It  hasn't  been  easy.  So  far,  he  has  sold 
two  retrofitting  kits  at  $20,000  apiece 
and  is  bidding  for  five  others.  At  Del- 
phax, Brewster  made  $66,000  a  year.  To- 
day, he  says,  "if  I  can  get  to  $60,000  a 
year,  I'll  be  very  pleased." 

Brewster  may  have  been  squeezed  out 
of  his  corporate  berth  by  a  series  of 
acquisitions  and  restructurings.  But  oth- 
er refugees  take  the  plunge  on  their 
own,  lured  by  the  appeal  of  small-compa- 
ny life.  Ann  M.  Bischoff  spent  four 
years  at  Prime  Computer  Inc.  after  five 
at  General  Electric  Co.  Worried  about 
mounting  high-tech  cutbacks,  Bischoff 
jumped  to  Oasys,  a  30-person  software 
company  in  Lexington,  IVIass.,  in  1989. 


She's  director  of  marketing — a( 
she  is  the  marketing  departmen 
she  is  invigorated  by  the  absence 
battles.  "If  I  see  something  that 
to  be  done,  I  go  and  do  it  and 
have  to  fight  six  others,"  she  sai 
IT  TAKES  COURAGE.  The  ultimate  r 
reverie,  of  course,  is  starting  yoi 
business.  It's  also  the  riskiest  of 
gies,  but  potentially  the  most  rew 
In  1987,  Frank  Baldino  Jr.  was 
thousands  of  staffers  who  left  E 
Co.  as  the  company  began  a  majoi 
sizing.  Baldino,  a  senior  researcl 
gist  at  Du  Pont,  had  an  intern 
reputation  in  neuroscience.  Wi 
help  of  venture  capitalists,  he  la 
Cephalon  Inc.,  a  West  Chester  (P 


ROAD  MAP 
FOR 

REFUGEES 


So  you've  been  downsized. 
Don't  panic.  You're  about  to 
join  millions  of  refugees  who 
have  been  pushed  or  have 
junnped  out  of  Corporate 
America.  Here's  the  distilled 
wisdom  of  their  experiences — 
the  questions  to  ask  yourself 
and  the  options  to  explore. 

LOOKING  AT  YOURSELF 

The  first  thing  to  ask  yourself, 
of  course,  is  what  you're 
really  good  at.  Next,  there 
are  three  general  questions 
that  will  help  determine  which 
career  possibilities  you 
should  explore: 


hlow  much  risk 
am  I  willing 
to  take? 


1m 


RISK      CAPITAL  MOBILITY 


FRANCHISING 


THE  FAMILY 
BUSINESS 


CONSULTING 


There  are 
five  basic 
categories 
of  careers 
for 

corporate 
refugees 


STARTUPS 


Decide  on  a  type  of  franchis 

Are  you  now  in  Are  you 
marketing  or  oper-  fessional 
ations?  If  so,  con-  accountir 
sider  a  traditional  low?  If  so 
retail  franchise.  oneofthf 
service  fn 


Look  at  the  business 

a)  Is  it  something  you  con  stay 
interested  in? 

b)  Is  it  a  business  you  can  cont 
something  to? 

c)  Can  it  grow? 


Define  the  skill  or  service 
you  hove  to  sell 

Do  you  have  a  broad  skill,  suci 
for  marketing,  or  a  very  specifi 


Write  a  business  plan 

If  you  can't  write  the  plan  your 
a  safe  bet  you  can't  implement 
your  own,  either.  So  you  may  r 


hlow  much 
capitol  can  I  get 
my  hands  on? 

Where  and  how 
do  I  want  to  live? 


A  SMALLER 
COMPANY 


Consider  company  life 

Do  you  still  like  it,  and  would  yi 
even  better  without  the  bureau- 
politics  of  big  corporations? 
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•onipany  specializing  in  neurophar- 
iticals.  "It's  a  matter  of  getting 
mrage  to  do  it,"  says  Baldino,  39. 
1  courage  was  needed.  Baldino 
I  35'/  pay  cut,  whicli  liurt  with  two 
f  children  at  home.  But  Cephalon 
eveloped  a  drug,  Myotrophin,  that 
ses  to  treat  Lou  Gehrig's  disease 
nay  be  marketed  by  1996.  After 

public  in  1991,  the  company  has  a 
;t  valuation  of  about  $150  million. 
id's  only  lament:  He  gave  away  too 

stock  to  the  venture  capitalists 
nshes  he  had  kept  more  than  5'a. 
!  culture  of  refugees  is  becoming 
rge  and  so  widespread  that  there 
/en  some  refugees  who  make  their 

helping  other  refugees.  Linda  S. 

had  been  a  saleswoman  at  Savin 
,  a  marketing  manager  at  Avon 


Products,  and  a  senior  associate  at  De- 
velopment Dimensions  International,  a 
large  corporate  training  firm.  In  1986, 
she  formed  her  own  company,  Ronin  En- 
terprises, named  after  the  samurai-for- 
hire  of  ancient  Japan.  In  effect,  the  46- 
year-old  Price  is  a  talent  agent  for 
refugees,  providing  marketing  for  inde- 
pendent professionals. 
PERILOUS  JOURNEY.  Price  recently  put  to- 
gether a  group  of  lawyers,  trade  ex- 
perts, economists,  and  investment  bank- 
ers to  assess  the  impact  that  the  North 
American  Free  Trade  Agreement  will 
have  on  a  leading  consumer-products 
company.  She  has  also  assembled  a  team 
of  marketers  to  help  IBM  set  prices  for 
an  internal  training  group  that  it  is  spin- 
ning off.  Price  negotiates  contracts  for 
her  consultant-clients,  does  their  billing, 


and  takes  a  20'/  commission.  Ronin  is 
currently  billing  about  $3  million  a  year, 
and  Price  nets  about  three  times  what 
she  made  in  her  corporate  days. 

The  success  stories  of  some  refugees, 
of  course,  don't  obliterate  the  tales  of 
fear  and  failure.  Vast  numbers  of  people 
have  been  uprooted  and  sent  on  a  peril- 
ous journey.  This  is  the  first  time  that  so 
many  educated  professionals  and  man- 
agers have  taken  such  a  trip.  But  now, 
after  years  of  pain  and  anxiety,  many 
are  making  new  lives  for  themselves 
and,  in  doing  so,  they  are  helping  to 
revitalize  a  job-rich  corner  of  the  U.  S. 
economy. 

By  Bruce  Nussbaioii  in  Neir  York,  with 
Alice  Cuiieo  in  Sou  Francisco,  Barbara 
Carlson  ill  Connecticut,  Gary  McWiUiams 
in  Boston,  and  bureau  reports 


se  lore  the  market 

ni  /  will  your  franchise 
4  orm  in  terms  of 
icome  flow? 
quity  appreciation? 


Do  your  due  diligence 

a)  What's  the  real  failure  rate  for  franchisees? 

b)  How's  the  financial  health  of  the  parent  company? 

c )  What  are  the  royalty  and  up-front  fees? 

d)  Will  you  have  to  buy  products  or  services  from  the 
franchisor?  At  what  prices? 

e)  What  help  can  you  expect  from  the  franchisor? 


cto  your  family 

)o  your  kin  want  to  keep  running  the  business, 
)r  will  they  turn  it  over  to  you  in  a  few  years? 
1  How  will  duties  and  authority  be  shared? 


us  on  your  markets 

Sell  your  service  back  to  your  old  company, 
sell  to  similar  companies,  former  corporate  clients  and  suppliers. 
Consider  a  consultant  broker  who  can  market  your  services. 
Check  out  the  new  breed  of  upscale  temp  agencies  that  can 
market  you  to  other  companies. 


your  homework 

3o  to  business  school,  take  classes,  or 
work  temporarily  at  a  similar  business. 
Find  a  partner  and  make  sure  he  or  she 
is  compatible. 


Raise  capital 

a)  Get  a  good  accountant  and  at- 
torney to  help  in  negotiations. 

b)  Try  to  give  away  as  little  equity 
as  possible. 


s  old  contacts 

preach  the 
3II  companies 
J  worked  with 
'Our  corporate 
it. 


H\  Try  temping 
^■j^  Take  interim 

'      work  to  npt  n  ' 


Try  temping 

Take  interim 
work  to  get  a 
foot  in  the  door 
for  a  permanent 
job. 


Rethink  compensation 

Negotiate  agreements  that  are 
big  on  performance  bonuses 
and  stock  options,  because  salary 
will  be  a  fraction  of  what  it  was— 
and  the  work  load  could  double. 


STORY 
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BASEBALL'S  OWNERS  ARE  FINALLY 
TAKING  A  WHACK  AT  THE  BALL 


They're  facing  up  to  the  problems  plaguing  the  sport,  especially  financial  inequality  among  teamj 


The  Boss  was  Ijack,  and  he  expected 
the  worst.  Attending  his  first  own- 
ers" meeting  since  his  1990  banish- 
ment from  baseball,  George  Steinbren- 
ner  braced  himself  for  chaos  and 
cataclysm.  But  at  the  Phoenix  powwow 
in  early  March,  says  the  Yankees'  prin- 
cijial  owner,  "for  the  first  time,  we  con- 
fronted some  real  issues." 

Labor  negotiator  Richard  Ravitch 
summarized  promising  preliminary  talks 
with  the  players.  Red  Sox  owner  John 
L.  Harrington  outlined  a  scheduling  rev- 
olution that  would  include  interleague 
play  and  "wild  card"  playoffs.  Atlanta 
Braves  Chairman  Bill  Bartholomay  de- 
tailed the  search  for  a  new  commission- 
er. And  after  years  of  debate,  denial, 
and  acrimony,  the  owners  came  to  an 
aii'-cleai'ing  conclusion:  They  can't  put 
the  old  ballgame  l)ack  together  unless 
rich  teams  share  mor-e  of  their  wealth 
with  poorer  clubs  and  players  accept  a 
cap  on  salaries. 

But  don't  mark  "save"  on  your  Ijox 


score  just  yet.  As  the  1993  season  be- 
gins, the  national  pastime  looks  a  lot 
like  the  national  past  time.  With  Marge 
Schott's  ugly  words  still  fouling  the  air, 
Jesse  Jackson  and  his  Rainbow  Com- 
mission for  Fairness  in  Athletics  plan 
to  pr'otest  racism  in  l)asel)all  when  Pres- 
ident Clinton  goes  to  Baltimore  on  Open- 
ing Day  to  throw  out  the  first  ball.  The 
game  remains  without  a  commissioner 
since  the  messy  ouster  of  Fay  Vincent. 
Congress  is  making  noises  about  axing 
baseball's  antitrust  exemption.  Young 
people  appear  to  be  drifting  from  the 
diamond— and  taking  advertisers  with 
them.  And  in  the  weeks  to  come,  bruis- 
ing talks  will  begin  on  labor  and  televi- 
sion contracts. 

SHELL-SHOCKED.  Neither  the  players  nor 
the  networks  are  expected  to  have  much 
mercy.  The  players,  accustomed  to  l)eing 
poor-mouthed  during  past  negotiations, 
aren't  interested  in  salary  caps  unless 
owners  can  prove  they're  in  dire  finan- 
cial straits  and  can  offer  a  real  partner- 


ship. The  television  networks,  i 
while,  are  still  shell-shocked  from 
huge  losses  in  baseball— some  $50i 
lion  since  1990.  And  the  prospect 
lockout  at  the  start  of  the  1994  sea 
further  soui"ing  their  appetite  fo 
sport. 

Just  as  worrisome,  the  fan  base 
ing,  raising  the  specter  that  Ame 
oldest  team  sport  is  too  slow  fo 
Nintendo  generation.  "Sports  ha 
come  much  more  of  a  demographic 
en  sale  to  advertisers.  When  you 
the  oldest  demos  of  any  major  i 
like  baseball  does,  that's  a  prob 
says  CBS  Sports  President  Neal  H 
son.  The  largest  concentration  of 
is  aged  35  to  44,  according  to  a 
poll  by  New  York  consultants  EDK 
ciates,  while  18-  to  24-year-olds 
largely  immune  to  spring-training  1 
The  ci'isis  may  finally  goad  the 
ers  to  act.  "There's  this  feeling 
we're  staid,  overly  cautious,  anc 
really  ready  for  the  21st  century," 
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SPORTS  I 


*1  kee  owner  Allan  H.  "Bud"  St'- 
seball's  acting  commissioner. 
5t  now  people  can't  say,  'These 
■  lords  of  baseball,  and  they've 
lir  heads  in  the  sand.' " 
t  of  the  owners'  optimism  is 
on  heavy-hitter  Ravitch,  erst- 
Sew  York  mayoral  candidate 
;ad  of  the  Player  Relations 
ttee.  Ravitch  says  he  wants 
tduce  a  new  economic  system 
;baH"  that  in  its  simplest  form 
I  allot  players  a  certain  percent- 
ba.seball's  gross  proceeds  in  ex- 
•  for  a  salary  cap. 
.ncial  disparity  is  at  the  root  of 
ill's  troubles.  The  game  is  an- 
by  profitable  teams  in  big  cities 
pendent  for  competition  on  a  host 
ill-market  clubs,  many  of  them 
staying  afloat.  Owners  claim  that 
,he  league's  26  teams  lost  money 
^ar,  although  a  disinterested  party 
put  the  number  at  13.  The  biggest 


At  least  people 
can't  say  the 
lords  of  base- 
ball "have  their 
heads  in  the 
sand" 

BUD  SELIG 

ACTING  COMMISSIONER 


1  tor  the  money  gap:  local  televi- 
oiitracts.  The  New  York  Yankees 
in  more  than  $50  million  from  lo- 
last  year,  the  Seattle  Mariners 
44.5  million.  That  money  stays 
'  it  is:  Teams  share  only  about  a 
■r  of  baseball's  $1.65  billion  in  an- 
■fvenues. 

a  spiel  Ravitch  has  delivered  to 
owners  and  players,  he  carefully 
lit  a  picture  of  impending  disaster, 
g  the  past  decade,  he  claims,  the 
igate  debt  of  the  26  established 
•  League  Baseball  teams  has  dou- 
to  $550  million.  And  he  suspects 
!ontrary  to  the  terms  of  their  $500 
in  line  of  credit  from  Citibank, 
5  are  drawing  on  it  to  fund  operat- 

]|  )sses.  "We're  in  a 
;ze,"    says  Tom 

il  ler,  owner  of  the 

ij  3s.  He  says  San 
)  lost  $9  million  in 


We  need 
a  "new  eco- 
nomic system 
in  baseball" 
to  avert  loom- 
ing disaster 

RICHARD  RAVITCH 

OWNERS'  NEGOTIATOR 


calating  salaries 
consume  58%  of 
revenues  this  sea- 
up  from  41%  in 
And  it  gets  worse. 
3rs  already  under 
•act  for  1994  are 
$500  million— more 
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than  the  entire  league  payroll  in  1987.  At 
the  meetings  in  Louisville  last  Novem- 
ber, Chicago  White  Sox  owner  Jerry 
Reinsdorf,  who  abstained  fi'om  the  free- 
agent  market,  marveled  at  the  parade  of 
high-priced  free-agent  signings.  "We're 
just  getting  closer  to  where  the  mar- 
ket is  going  to  break,"  Reinsdorf  said. 
ROOM  FOR  TALK.  Most  players  don't 
share  Reinsdorf  s  sense  of  alarm.  "Play- 
ers are  making  a  lot  of  money,  owner's 
are  making  a  lot  of  money,"  says  Los 
Angeles  Dodgers  pitcher  Kevin  Gross. 
Still,  union  chief  Donald  M.  Fehr  leaves 
room  to  talk,  even  about  a  salary  cap. 
But  in  return,  players  would  have  to 
have  a  voice  in  policymaking  and  veto 
power  over  major  moves  such  as  fran- 
chise shifts.  "If  what  they're  saying  is 
they  want  a  true  partnership,"  says 
Fehr,  "then  they  ought  to  be  fundamen- 
tally prepared  to  have  us  say  we  want 
to  be  co-owners  of  their  business." 

Fat  chance.  The  only  true  partner- 
ship on  owners'  minds  this  summer  is 
with  the  television  networks.  Rather 
than  trying  to  auction  off  broadcast 
rights  in  a  depressed  market,  owners 
hope  to  reach  a  negotiated  contract  with 
two  networks,  tailoring  changes  in 
schedule  and  playoff  formats  to  fit  TV's 
demands.  The  immediate  goal:  try  to 
come  as  close  as  possible  to  the  $401 
million  baseball  will  haul  in  this  year 
from  CBS  and  ESPN. 

In  the  negotiations,  the  league  and 
the  networks  may  find  themselves  work- 
ing at  cross-purposes.  Baseball  wants  to 
put  more  games  on  network  TV  to  re- 
build its  audience.  On  the  owners'  wish 
list:  reintroduce  prime-time  baseball, 
maybe  on  Monday  nights,  and  a  game  of 
the  week  on  weekends.  And  they  would 
like  to  see  regional  broadcasts  of  the 


proposed  "wild  card"  playoff  games. 

But  the  nets  fret  there's  already  too 
much  baseball  on  the  air.  "None  of  us 
have  any  interest  whatsoever  in  another 
tier  of  playoffs,"  Dick  Ebersol,  president 
of  NF^C  Sports,  said  shortly  before  own- 
ers unveiled  just  such  a  plan.  "We  won't 
carry  them  because  we  can't  sell  them." 

Politics  are  also  complicating  base- 
ball's money  decisions.  The  move  to 
abolish  baseball's  antitrust  exemption 
was  given  new  life  by  the  owners'  boor- 
ish dumping  of  Commissioner  Fay  Vin- 
cent last  fall  and  their  decision  to  reject 
a  higher  bid  from  St.  Petersburg  (Fla.) 
investors  and  keep  the  Giants  in  San 
Francisco.  The  special  status  allows 
baseball  to  maintain  its  rigid  draft  rules 
and  limit  the  number  and  movement  of 
fi'anchises.  "A  big  business  such  as  base- 
ball should  be  subject  to  the  same  laws 
as  any  big  business,"  figures  Rick 
Dodge,  the  assistant  city  manager  who 
has  spent  much  of  his  career  trving  to 


If  they  want  a 
true  partner- 
ship, then  "we 
want  to  be  co- 
owners  of  their 
business." 

DONALD  FEHR 

PLAYERS'  UNION  CHIEF 


convince  a  team  to  migi'ate  to  St.  Pete. 

And  politicians  don't  look  kindly  on 
continuing  evidence  of  bigotry  in  the 
sport.  "Institutional  racism  is  deeply  in- 
grained in  baseball,"  says  Reverend 
Jackson.  Cincinnati  Reds  owner  Schott, 
whose  racial  slurs  earned  her  a  year's 
suspension  from  the  game,  is  only  the 
most  visitjle  example.  By  baseliall's  own 
count,  only  17%  of  fi^ont-office  employees 
are  minority-group  members,  compared 
with  31%  of  the  players.  "We're  locked 
out  of  the  industry,"  Jackson  complains. 

The  owners  claim  they're  unlocking 
the  door.  Major  League  Baseball  an- 
nounced on  Mar.  29  that  its  teams  would 
step  up  minority  hiring,  purchase  more 
goods  and  services  from  minority  busi- 
nesses, and  do  more  to 
encourage  blacks  and 
other  minority-group 
members  to  come  to  the 
ballpark. 

Still,  the  leadership 
vacuum  makes  base- 
ball's political  problems 
worse.  The  game  hasn't 
had  a  commissioner 
since  the  owners  forced 
Vincent  to  resign.  "The 
sport  has  been  dam- 
aged," complains  Peter 
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The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  mutual  fund  seeking  long-term  growtti  of 
capital.  It  employs  an  asset  value  approactn-a  fundamental  investment 
philosoptiy- investing  in  companies  selling  below  thieir  private  market  value 


IRAs  Available 


Average  Annual  Returns 
Through  12/3 1/92  (a) 


One  Year  +14.9% 
Five  Year  +16.4% 
Life  of  Fund*  +16.2% 

'From  inception  March  3. 1986 


($1,000  Minimum  Initial  Investment 
-Ash  about  our  monthly  automatic  investment  plan- 

For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 

(a)  Ttie  average  annual  returns  shown  above  are  fiistorical  and  reflect  changes  in  share  price, 
reinvested  dividends  and  are  net  of  expenses.  Investment  results  and  the  principal  value  of  an 
investment  will  vary.  The  past  performance  noted  above  does  not  guarantee  future  results.  When 
shares  are  redeemed,  they  may  be  worth  more  or  less  than  their  original  cost.  The  prospectus 
contains  more  complete  information,  including  management  and  distribution  fees  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money. 

Gabelli  &  Company,  Inc.  The  Gabelli  Asset  Fund 

One  Corporate  Center  •  Rye,  New  York  1 0580-1 435 


I'm  \k<. raw -Hill.  Inc.        BuSi«>eSSWeek  Morniiiu>t;ii. 


vMUrUILFUND 


S  C  O  R  E  B  O  AR 


liiscn  inUi  Drive  A  yjid  iy|X"  MHS.  For  MoiuKlirtOTc  Monitors,  type  MFS  /  BW 


Compare  the 
Performance  of 
more  than... 
IJOO  Equity  and 
1,100  Fixed  Income 
Mutual  Funds! 


'Simple  menu 
commands 
•Operates  on  IBM 
or  Compatible  PC 
Updates  monthly 
and  quarterly 


FOR  SUBSCRIPTION  INFORMATION 
CALL  TOLL  FREE  1-800-553-3575 
ASK  FOR  DEPT.  HB41 
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low  the  World  Sories  lo  be  lelo- 
ate  enough  at  nij^ht  that  young- 
re  asleep  almost  l)efore  the  first 
Yet  if  Steinbrenner  is  right  and 
ners  are  finally  responding  to  the 
•om  the  bleachers,  they  could  hit 
/ay  out  of  this  slump.  But  they'll 

clout  of  Ruthian  proportions. 
)avid  (xreismy  in  Fori  Laudcrddle, 
nth  Gail  DeGeorge  in  Verv  Beach, 
ndelinan  in  St.  Petersburg,  and 

Collingirond  in  Neir  York 


Idwide,  and  it  made  a  deal  with 
distribute  free  promotional  tai)es 
)  rentals.  Blockbuster  has  also 
.7%  of  Republic  Pictures,  with 
/e  film  vault,  and  48%  of  Spelling 
lent,  producers  of  various  hit  TV 
h  as  Beverly  Hills  90210. 

I  might  not  be  all  Blockbuster 
ay  also  purchase  part  of  Huizen- 
National  Hockey  League  fran- 
to  take  the  ice  somewhere  in 

•ida  next  fall.  Those  in  and  out  of 
er  like  the  new  ventures  into 
lalysts  hold  out  the  possibility  of 
5ter  cable  channel— complete  with 
)gramming.  "It's  a  natural,  good 
ain  a  very  well  known  consumer 
16  to  a  popular  sport,"  says  Craig 
)  follows  Blockbuster  for  Paine- 
ic. 

Tipany  is  already  exploiting  the 

II  sponsor  two  giveaways  at  Mar- 
this  summer,  and  it's  the  ex- 

,ailei'  of  The  Making  of  the  Marlins 
d  Blockbuster  stores  are  selling 
Coca-Cola  bottles  emblazoned 
Marlins'  logo. 

Blockbuster  just  throwing  share- 
noney  at  the  chairman's  hobby? 
.1,  says  John  Melk,  a  franchisee 
stockholder  in  Blockbuster.  "It's 
erchandising  and  marketing  strat- 
ke  the  national  pastime  and  tie  it 
t  we're  selling." 

;ion  teams  tend  to  post  won-lost 
lat  border  on  the  laughable,  but  at 
Mai'lins  can  count  on  a  solid  rook- 
it  the  box  office.  The  team  has 
)0  season  tickets,  50%  of  Joe  Rob- 
im's  total  capacity.  "South  Florida 
had  a  love  affair  with  baseball  tV)r 
but  in  the  spring,  the  teams  go 
ow  there's  a  team  of  their  own," 
rlins  first  baseman  Orestes  De- 
Cuban-born  slugger  who's  a  favor- 
uth  Florida's  baseball-mad  Latino 
ty. 

lai'lins  caps  are  a  hot  seller  in 
goods  stores  far  from  Miami.  "It's 
go— that's  really  the  No.  1  selling 
says  Scott  Townsend,  manager  of 
iplete  Athlete  in  New  York  City, 
ait  and  see  how  the  team  does." 
iter's  directors  may  decide  they 
^e  to  wait. 

Bi/  Irene  Recio  in  Miami 


esterday  I  Became  a  Father. 
Today  I  Bought 
Founders'  Special  Fund. 


Special  Fund 

One  Year  8.30% 
Five  Years  20.13% 
Ten  Years  14.63% 

,\\Lr.ii;t.- .mnu.ihoial  rclurn  ihroLii;h  DtL  ^1  "-'-1 
Inttption  ll/\/h'-> 


Planning  for  your  child's 
liiiure  is  one  of  lire  most  impor- 
tant investment  decisions  you'll 
make.  So  consider  Founders' 
Special  Fund.  Special  Fund 
focuses  pnmanly  on  small-  and 
medium-sized  U.S.  companies, 
so  It's  designed  lo  grow  as  your 


f;ids  do.  And  with  Founders' 
Automatic  Investment  Plan,  you 
can  invest  for  iheir  future  with  as 
little  as  $50  a  month. 

Start  now.  Choose  Special 
Fund,  or  any  of  the  other  no-load 
Founders  Funds.  Regardless  of 
which  you  choose,  you'll  have 
Founders'  55  years  of  mvesUTient 
expenence  behind  you.  CaU  today 

^Founders 

Investment  Strategies 
for  a  Lifetime. 


1-800-525-2440 


rounders  Asscl  Managcmi-m,  Iik  ,  Di>l  1 1  Iniioi    2^)30  I  .i^i  I  liird  A\Liuie,  Ocnver,  Colorado  fi0206 


Discovery 
Fund 

'■■moll 


Frontier 
Fund 


Growth  Blue  Chip         Equity  Government  Money 

Fund  Fund  Income  Fund     Securities  Market 

I   iill;^-  lilc ma  i -  (  d/'lldl         Fund  Fund 

1,1. null  huunif  /\(i(>u',ld(l(irl  Fnal  In.  anw  \.nurj^\ 
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Plcii\c  read  ihc  jvosjwlii^  iiiicjullx  Ixjoic  vou  mvcsl  oi  icnd  immcv  It  loiHmik  more  complclc  iii/iirnuidon. 

/iuiiidi;i'mfn(  /ivs  and  c\pcnsc\-  PcrformaiKC  jigura  imludc  change  m  share  price,  lemvesiinenl  oj  div- 
idend'^ and  Lapital  gams  Past  performance  is  no  ,i;ticiMi)i(i'f  i>/  jutiire  residts.  Investment  return  and  pruuipal 
vidiie  oj  iin  mveslmenl  u  ill  /liu  luale  so  thai  an  mvesloi  \  shaies,  when  ledeented.  mii\  he  worth  nutie  oi  L  ss  ihan 
llieii  cosi  iind  these  investments  mav  pose  gieatei  ilsI;s  ciiid  rewaids  hcLause  oj  inaihel  voUttihiv  and  mnviuv 
lliiLliiations  ©         Founders  I-unds,  Inc. 
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social  Issues 


HEALTH  CARE  I 


THE  AMA  IS  LOOKING 
A  BIT  ANEMIC 


It's  losing  members — and  struggling  to  be  heard  on  health  reform 


The  medical  profession  has  tor 
decades  been  united  against  a  com- 
mon enemy:  goxernment  meddHng 
in  health  care.  Led  by  the  powerful 
American  Medical  Assn..  doctors  have 
repeatedly  fended  oft  proposals  for  na- 
tional health  insurance.  In  the  1960s, 
the  organization  vehemently  opposed 
medicare.  Throughout  these  battles,  the 
AilA  was  the  monolithic  voice  of  physi- 
cians. "We  could  shake  hands  with  the 
AMA.  and  we  had  a  deal  with  doctors," 
recalls  .Joseph  A.  CaHfano  Jr..  top  do- 
mestic-affairs assistant  to  President  L\ti- 
don  B.  Johnson  from  1965  to  1969. 

Now.  with  the  Clinton  Administration 
weeks  away  from  unveiling  the  most 
sweeping  health-care  overhaul  in  the 
country's  history,  the  medical  profession 
faces  its  biggest  challenge.  But  today, 
the  House  of  Medicine  is  di\ided.  The 
AMA  is  split  with  other  physician  and 
health-care  groups  o\-er  key  reform  is- 
sues. And  just  when  doctors  are  stnag- 
gling  to  control  their  destinies,  the  AMA 
is  losing  its  status  as  the  industry's 
voice.  "They  don't  have  the  friends  they 
used  to  have."  says  Robert  J.  Blendon.  a 
health-policy  professor  at  Harvard  Uni- 
versity's School  of  Public  Health.  "And 
they  don't  have  the  influence." 
UPHIU  BATTLE.  Still,  the  nation's  largest 
doctors'  gi'oup  cannot— and  will  not— be 
ignored.  On  Mar.  29,  AMA  Chairman  Dr. 
Raymond  Scalettar  testified  at  a  public 
hearing  held  by  Hillary  Rodham  Clin- 
ton's task  force  on  health-care  reform. 
The  week  before,  when  the  .\MA  brought 
1.080  physicians  to  Washington  for  a 
one-day  forum,  feu  in  Con.gi'ess  or  the 
Administration  dared  refuse  the  in\ita- 
tion  to  speak:  The  meeting  drew  Vice- 
President  Al  Gore.  Health  &  Human 
Services  Secretary  Donna  E.  Shalala. 
and  the  chairmen  of  four  congressional 
health  panels.  The  doctors  also  trooped 
to  Capitol-  Hill  to  lobby,  among  others. 
Senate  Minority  Leader  Robert  J.  Dole 
(R-Kan.l.  am  A  Executive  Vice-President 
Dr.  James  S.  Todd  says  the  AMA  "has 
had  more  access  and  input  than  any  oth- 
er group." 

The  AMA  has  an  uphill  fight,  though, 
if  it  is  again  to  shape  how  companies 
and  lawmakers  deal  with  health  care. 


In  1960.  the  AMA  represented  more  than 
70%  of  U.  S.  doctors.  Today,  members 
make  up  41.6%  of  the  nation's  615.000 
physicians.  The  AMA  blames  the  drop 
on  soaring  membership  fees  and  the  pro- 
liferation of  some  80  medical-specialty 
societies.  But  Susan  J.  Duffv.  a  34-vear- 


gions.  The  AMA  was  torn,  for  exa 
by  its  support  of  a  physician-pa\ 
scheme  imder  medicare  that  was  p 
in  1989  and  implemented  last  year 
system  shifts  mone}-  away  fi'om  i 
areas  and  specialties  to  rirral  area 
general  practice— essentially  pitting 
er-paid  psychiatrists  and  intei 
against  highly  compensated  surge< 

Even  so,  the  .AMA  backed  the  f 
sals  with  the  understanding  that 
the  funds  would  be  shifted,  overall 
bursements  wouldn't  shrink.  Bu 
government  has  used  the  new  r 
ment  scales  to  ratchet  down  mec 
reimbursement  across  the  board— i 
cutting  the  .AMA  with  its  own  men 

Business  has  its  own  suspicions 
the  A.MA.  Through  the  earlv  1960s, 


HEALTH  CARE:  THE  BATTLE  OVER  A  CURE 

AMERICAN  MEDICAL  ASSiM. 
Supports  malpractice  reform,  universal  access  through  an  employer  mandate  that  wou; 
provide  a  federally  established  essential-benefits  package,  and  incentives  to  curb  costs 
Vehemently  opposes  mandatory  caps  on  physicians'  fees. 

AMERICAN  COLLEGE  OF  PHYSICIANS 

The  nation's  second-largest  doctor  group  after  the  AMA,  it  bocks  employer-mandated 
coverage  but  also  cops  on  total  health<are  spending. 

■PHYSICIANS  WHO  CARE 

Dedicated  to  preserving  private  practice,  the  3,500-member  group  seeks  the  preserval 
of  traditional  fee-for-service  medicine  and  patient  freedom  of  choice. 

DATA.  BUSINESS  WEEK 


old  pediatrician  who  works  at  a  Massa- 
chusetts General  Hospital  clinic,  says 
the  AMA  isn't  "relevant"  to  doctors  at 
her  level.  "It  appears  to  be  very  conser- 
vative politically  and  male-dominated." 
says  E>uff>-.  "and  not  truly  representati\"e 
of  many  physicians." 

As  an  umbrella  group,  the  AMA  can't 
move  quickly  on  key  reform  issues  that 
affect  members  differently  depending 
upon  their  specialties  or  geographic  re- 


panies  and  the  .\MA  together  fough 
ulators  in  a  wai*  against  "socialized 
icine."  But  the  AMA  soon  lost  credi 
with  business,  which  grew  more 
every  \-ear  over  swelling  health 
costs.  No  wonder.  Private-indi 
spending  on  health  benefits  soared 
S14.4  billion  in  1970  to  S223.5  billi 
1991.  says  the  Employee  Benefit 
search  Institute.  Making  matters  \\ 
the  a\"erage  annual  income  of  ph:vs! 
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ii-om  $48,600  in  11)73  to  $170,6(X) 
ays  the  AMA.  While  the  AMA  re- 
lianj^es,  companies  cried  foul: 
luse  they  stuck  with  the  status 
ii  the  AMA  lost  business'  sup- 
lys  Benjamin  C.  Boylston,  vice- 
I  for  human  resources  at  Bethle- 
cl  Corp. 

\MA  tells  another  story.  Todd 
■  •  group  "was  one  of  the  first 
:  of  the  box"  on  health-care  re- 
in March,  1990,  he  notes,  the  AMA 
Mccd  a  reform  plan  called  Health 
America.  It  calls  for  universal 
<i  health  care  through  employer 
s,  malpractice  reform,  and  con- 
pending  through  market  forces 
!ian  mandatory  caps  (table). 

who  took  over  in  early  1990, 
ii'd  praise  for  pushing  the  group 
more  accepting  of  changes.  The 
is,  the  AMA  has  not  gone  as  far 
ler  groups,  such  as  the  American 
e  of  Physicians  and  the  American 
y  for  Internal  Medicine.  The  big 
ence:  Those  groups  are  "not  as 
•ned  about  the  socioeconomic  posi- 
'f  physicians . . .  and  the  preserva- 
hereof,"  says  a  Democratic  House 
vho  is  working  on  health  reform. 
'«EN.  Because  of  their  more  pro- 
ve stand  on  issues,  other  physi- 
^roups  have  gained  at  the  AMA's 
se.  One  is  the  American  College  of 
cians,  the  largest  medical-specialty 
1.  When  the  ACP  decided  to  get 
ui)lic  policy  in  1980,  says  ACP  Exec- 
Director  Dr.  John  R.  Ball,  it  chose 
e  more  of  a  "public-interest  stand," 
a  "trade  group"  approach,  which 
members'  economic  interests  first, 
it  fall,  the  ACP  backed  a  national 
it  to  limit  health  spending— a  posi- 
he  AMA  attacked  as  leading  to  price 
dIs  on  doctors  and  rationing  for  pa- 
;.  In  February,  the  AMA  softened 
)sition.  Ball  says.  But  the  groups 
in  other  ways.  The  ACP  doesn't 
a  political-action  committee  and 
T  will,"  says  Ball.  In  contrast,  the 
5  PAC  contributed  $3.1  million  to 
•essional  campaigns  and  an  addi- 
$1  million  in  independent  expendi- 
during  the  1991-92  election  cycle, 
e  AMA  is  prepared  to  exploit  such 
eal  muscle  if  the  health-care  plan 
imends  mandatory  limits  on  doc- 
fees.  "We  will  use  all  the  resources 
opportunities  at  our  advantage," 
Todd.  "Price  controls  never  work." 
may  be  so,  if  history  is  any  guide. 
;he  AMA  will  have  to  go  further  if 
)  play  a  key  role  in  shaping  health- 
policy.  It  must  convince  the  White 
e— and  the  public— that  it  intends  to 
;he  interests  of  patients  on  equal 
ig  with  those  of  its  own  members. 
■  Michele  Galen  in  New  York  and 
McNamee  in  Washington,  irith  Mark 
mmt  in  Boston 


CHEAPER  PRIMARY  MRE: 
NURSES  MAY  BE  THE  ANSWER 


When  some  surgeons  at  Mercy 
Hospital  in  Merced,  Calif.,  pre- 
pare to  operate,  they  no  longer  turn  to 
a  second  physician  to  assist  them.  In- 
stead, they  call  Karen  A.  Rezzelle, 
registered  nurse.  Depending  on  what 
the  chief  surgeon  allows,  Rezzelle  does 
everything  from  prepping  patients  for 
surgery  to  sewing  up  incisions.  Like 
physicians,  she  bills  for  her  services 
and  is  reimbursed  by  insurers— except 
she's  cheaper. 

Nurses  with  advanced  training  such 
as  Rezzelle  are  pushing  the  boundaries 
of  their  profession.  They're  delivering 
babies,  administering  anesthesia,  and 
running  clinics.  Now, 
as  the  nation  over- 
hauls its  health-care 
system,  their  role 
could  expand  even 
more.  "There's  going 
to  be  a  concerted  ef- 
fort to  get  less  expen- 
sive personnel  to  de- 
liver care,  especially 
primary  care,"  says 
Dr.  Stanley  S.  Bergen 
Jr.,  president  of  the 
University  of  Medi- 
cine &  Dentistry  of 
New  Jersey.  "And 
nurses  are  a  natural." 
BIG  SAVINGS.  There's 
plenty  of  evidence  to 
back  that  idea  up. 
Over  the  years,  stud- 
ies have  repeatedly 
concluded  that  "ad- 
vanced-practice nurs- 
es'—those with  edu- 
cation and  clinical 
training  beyond  the 
two  to  four  years  of 
basic  nursing  educa- 
tion—can provide  60%  to  80%  of  all 
primary  care.  And  they  can  do  it  as 
well  as  doctors,  for  less  money. 

How  much  less?  First  visits  to  a 
nurse  practioner  cost  from  12%  to  45% 
less  than  such  visits  to  a  physician,  a 
1989  survey  found.  Organized  pro- 
grams also  can  mean  big  savings.  At 
the  health  maintenance  organization 
at  Carondelet  St.  Mary's  Hospital  & 
Health  Center  in  Tucson,  nurses  mon- 
itor chronically  ill  patients  after  they 
leave  the  center.  Through  such  care, 
the  HMO  has  cut  by  one-third  the  num- 
ber of  inpatient  days  of  1,000  enrol- 
lees— at  an  average  cost  of  $900  a  day. 

Health-care  reform  could  also  bene- 
fit nurses  simply  because  of  their  num- 


HOW  HEALTH 
REFORM  HELPS 
NURSES 

UNIVERSAL  ACCESS  The 

nation's  2.1  million  registered 
nurses,  the  single  largest  group 
of  health-care  providers,  could 
play  a  key  role  in  providing 
care  to  the  uninsured 

CONTROLLING  COSTS  Nurses 
will  be  more  in  demand  if 
health  care  moves  away  from 
expensive,  high-tech  care  cen- 
tered around  doctors  to  a 
cheaper  team  approach 

EMPHASIS  ON  PRIMARY  CARE 

Nurses  with  advanced  training 
could  help  fill  the  demand  for 
primary-care  physicians  who 
deliver  babies  or  treat  common 
illnesses,  especially  in  rural  are- 
as and  cities 

DATA:  BUSINESSWEEK 


bers.  The  U.  S.  has  2.1  million  regis- 
tered nurses— including  more  than 
100,000  with  advanced  training— com- 
pared with  615,000  physicians.  Many 
nurses  provide  care  in  underserved 
areas  or  to  the  poor  and  elderly.  By 
contrast,  the  increasing  specialization 
of  medicine  has  created  a  growing 
shortage  of  primary-care  physicians- 
internists,  pediatricians,  and  family 
doctors— who  treat  common  ailments 
and  practice  preventive  medicine. 

The  American  Nurses  Assn.,  the  na- 
tion's largest  nurses'  organization,  is 
using  such  data  to  push  an  ambitious 
reform  plan.  It  urges  restructuring  the 
health-care  system 
from  a  "medical  mod- 
el," based  on  expen- 
sive acute  and  high- 
tech treatment,  to  a 
cheaper  "health  mod- 
el" that  promotes 
wellness  and  preven- 
tion. The  ANA— which 
actively  supported 
Bill  Clinton  during  his 
election  campaign- 
has  pitched  the  plan 
to  Hillary  Rodham 
Clinton  and  her 
health-reform  task 
force.  "I  think  Mrs. 
Clinton  is  going  to  be 
a  great  advocate  for 
us,"  says  ANA  Presi- 
dent Virginia  Trotter 
Betts.  "She  under- 
stands what's  wrong 
with  health  care  from 
the  point  of  view  of 
the  consumer." 

Not  everyone  is 
convinced  that  nurs- 
es should  fill  the  gap 
in  primary  care.  Dr.  James  S.  Todd, 
executive  vice-president  of  the  Ameri- 
can Medical  Assn.,  for  one,  questions 
whether  nurses  have  the  necessary 
training  and  whether  they're  really 
cheaper. 

While  nurses  may  ultimately  benefit 
from  the  health-care  overhaul,  it  may 
take  some  time.  Legal  barriers  in 
many  states  keep  nurses  from  qualify- 
ing for  direct  medicare  and  medicaid 
reimbursement,  writing  prescriptions, 
and  admitting  patients  to  hospitals. 
But  given  the  growing  need  for  af- 
fordable health  care,  an  expanded  role 
for  nurses  could  be  just  what  the  doc- 
tor ordered. 

By  Michele  Galen  in  New  York 
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EMPLOYEE  RIGHTS  I 


BUSINESS  HAS  TO  FIND  A  NEW 
MEANING  FOR  'FAIRNESS' 


The  Disabilities  Act  means  some  workers  get  special  treatment 


uring  some  30  years  in  the  secur- 
ity business,  Charles  H.  Wessel 
rose  from  ^ard  to  executive  di- 
rector of  Chicago-based  Alc  Security  In- 
vestigations Ltd.  Then  last  year,  he  got 
inoperable  brain  cancer— and  was  fired 
by  Alc  for  what  it  said  was  missing  too 
much  work.  The  59-year-old 
Wessell  sued  Alc,  arguing  that 
he  could  still  do  his  job  at  the 
time  he  was  dismissed.  And 
on  Mar.  19.  he  won  S572.000 
in  the  first  ruling  of  employ- 
ment discrimination  under  the 
Americans  with  Disabilities 
Act  (ADA I. 

AlC  is  the  first  of  perhaps 
thousands  of  companies  that 
may  feel  the  ada's  sting.  The 
1990  law  was  designed  to 
make  public  buildings  access- 
ible and  to  bar  workplace  dis- 
crimination against  disabled 
people.  Since  the  employment 
protections  took  effect  last 
July,  workers  have  filed  more 
than  5.500  complaints  with  the 
Equal  Employment  Opportu- 
nity Commission.  That  figure 
is  likely  to  hit  15,000  by  Octo- 
ber, according  to  the  EEOC,  or 
25%  more  than  it  estimated  for 
the  law's  first  year.  The  vol- 
ume of  cases  suggests  that 
many  companies— particularly 
small  and  midsize  ones— are 
haxing  trouble  adjusting  to  the 
.ADA.  "People  don't  quite  get 
it."  declares  Peggy  Mastroian- 
ni.  the  EEnc's  ADA  pohcy  chief. 
DODGING  WORK?  The  difficulty 
isn't  cost,  as  most  experts  had 
anticipated.  In  fact,  employers 
have  found  that  many  prob- 
lems are  easOy  solved.  To  help 
workers  in  wheelchairs,  Greiner  Engi- 
neering Inc.  in  Ir\ing,  Tex.,  installed  a 
lighter-weight  door  on  the  women's  rest- 
room  and  raised  a  drafting  table  by  put- 
ting bricks  under  its  legs.  "You  don't 
have  to  do  sophisticated  structural  de- 
signs and  spend  lots  of  money  to  be  ac- 
commodating," says  Tom  R.  Smith,  Gre- 
nier's  vice-president  for  human 
resources. 


Instead,  many  problems  stem  from  is- 
sues with  which  most  employers  are  im- 
familiar.  A  case  in  point  is  mental  ill- 
ness, the  second-largest  category  of  ADA 
complaints,  about  9%  of  the  total.  Men- 
tal-health specialists  contend  that  em- 
ployers should  give  workers  suffering 


AIDS  VICTIM  DONAGHEY  SUED  TO  GET  HEALTH  BENEFITS  RESTORED 


DEAUNG  WITH  THE  ADA 


Some  suggestions  on  how  employers  con  ovoid  violating 
the  Americons  with  Disabilities  Act: 


APPMNT  AH  ADA  OFFICER  This  person  should  set  a  uni- 
form company  policy  and  advise  executives  at  every  level 
on  how  to  follow  it. 


MAKE  ACCOMMODATIONS  Companies  that  are  flexible  of- 
ten get  brownie  points  in  court  if  they're  sued.  Be  open  to 
changes  in  job  requirements,  schedules,  and  the  work  envi- 
ronment that  will  help  disabled  employees  do  their  tasks. 


CONSUIT  Solicit  ideas  from  disabled  employees  and  non- 
profit groups  that  represent  disabled  people.  Such  ideas 
are  often  more  useful  and  cheaper  to  implement  than  blan- 
ket changes  suggested  by  consultants. 


UT/kMISMESSWEB 


from  problems  such  as  depression  or 
stress  time  off  for  psychiatric  visits  and 
recovery.  But  businesses  fear  they  wall 
be  forced  to  retain  difficult  emplo\'ees  or 
malingerers.  "If  an  employee  escapes 
the  hardest  part  of  a  job  by  claiming 
stress,  we're  in  trouble,"  says  \^'ashing- 
ton  management  lawyer  David  Copus. 

The  ADA  also  conflicts  with  the  way 
many  employers  handle  workers'  com- 


pensation claims.  Companies  ofte 
fuse  to  rehire  employees  who  j 
workers'  comp  unless  they're  100 
pable  of  doing  their  old  jobs.  Und( 
ADA.  however,  employers  must 
back  anyone  they  can  "reasonabl; 
commodate.  That's  a  change  man 
reluctant  to  make.  Take  back  prob 
which  have  cropped  up  in  nearlj 
of  ADA  complaints.  Many  workers 
request  an  early  return  to  work 
such  an  injury,  says  the  EEOC's 
troianni.  The  law  requires  compan 
put  them  on  light  duty  if  possibl 
pay  their  regular  salary. 

ADA  advocates  argue  that  empl 
will  benefit  in  the  long  run  be 
workers'  comp  claims  will  go  ( 
"Employers  should  pay  injured  w( 
to  do  productive  work,  i 
than  to  sit  at  home," 
Christopher  G.  Bell,  a  f( 
EEOC  lawyer  who  helped 
the  ADA  rules.  Still,  that 
always  possible.  "\Miat  d 
do  when  you're  a  small  c 
ny  and  all  the  jobs  requii 
ing'?"  asks  Turner  R.  Lii 
CEO  of  MMC  Industries  I 
45-emplo\'ee  marble  pro 
in  Mobile,  Ala. 
CULTURAL  CHANGE.  AIDS 

other  nettlesome  issue, 
year,  the  U.  S.  Supreme 
let  stand  a  lower-coiu-t  fi 
that  federal  law  lets  emp 
exclude  AIDS  coverage 
self-insurance  plans.  B 
•January,  the  EEOC  held  i 
Xew  York  City  healtl 
plan  run  by  the  Mason 
ers  District  Council  vi( 
the  ADA  when  it  droppe 
coverage  last  year.  The 
opinion  shows  that  "empl 
can't  use  self-insurance 
way  to  avoid  covering  i 
with  expensive  disabil 
says  Cary  LaCheen,  a  h 
for  Terrence  P.  Donaghe 
a  construction  worker 
.AIDS  who  brought  the  c 
to  the  EEOC.  The  union 
tains  that  the  .ADA  doesn' 
em  self-insured  benefits 
Perhaps  the  biggest 
lenge  for  employers  is  th 
tural  change  the  ADA  requires, 
years,  being  fair  has  meant  tre 
e\'eryone  the  same."  Bell  says.  "Er 
ers  are  uncomfortable  with  accom] 
tions  because  that's  treating  sor 
differently."  But  if  many  .ADA  comp 
are  upheld,  companies  will  have  to 
a  new  standard  of  fainiess. 

By  Caiherine  Yang  in  Washington 
Stephanie  Anderson  Forest  in  Dull 
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AUTOS  I 


U.S.  PARTS  MAKERS  GET  MORE 
MILEAGE  OUT  OF  JAPAN 


Japanese  car  companies  are  buying — as  quality  and  pressure  rise 


American  auto-parts  makers  ended 
the  1980s  licking  their  wounds. 
Japanese  auto  plants  in  the  U.  S. 
were  making  lots  more  cars— but  mainly 
buying  parts  for  them  back  home.  By 
1989,  in  fact,  the  U.  S.  trade  deficit  in 
parts  had  risen  43%  in  just  three  years. 

Now,  the  momentum  is  shifting.  In 
early  1992,  George  Bush  got  Japan  to 
set  a  target  for  buying  U.S.  parts— $19 
billion  worth  in  the  year  ending  March, 
199.5.  With  two  years  to  go,  the  Japan 
Automobile  Manufacturers  Assn.  figures, 
such  purchases  have  reached  $13  billion 
annually,  up  44%  since  1990.  And  de- 
spite slow  auto  sales,  the  Administra- 
tion isn't  relenting.  U.  S.  Ti'ade  Repre- 
sentative Mickey  Kantor  has  pointedly 
told  the  Japanese  to  make  the  1995  goal. 

Some  critics  think  the  target  is  too 
squishy.  They  note,  for  instance,  that 
even  if  it's  met,  the  $10  billion  parts 
trade  deficit  may  not  fall,  since  most  of 
the  new  sales  won't  be  exports  but  will 
go  to  Japan's  U.  S.  plants.  Others  say 
many  'American"  parts  will  be  made  on 
U.  S.  soil  by  Japanese  companies. 
REVOLUTION.  Many  U.  S.  suppliers,  how- 
ever, are  more  optimistic.  Based  on  or- 
ders in  hand.  United  Technologies  Auto- 
motive Inc.  hopes  to  sell  the  Japanese 
$370  million  worth  of  parts  by  1996,  vs. 
$64  million  in  1991.  In  February,  Tom 
Smith  Industries  Inc.  in  Dayton  won 
contracts  to  supply  23  parts  to  Toyota's 
plant  in  Georgetown,  Ky.,  tripling  its 
earlier  business  there.  Toyota,  in  fact, 
plans  to  buy  $2  billion  of  the  $3.8  billion 
in  parts  its  U.  S.  plants  will  use  in  fiscal 
1994  from  traditional  U.  S.  suppliers. 

Government  pressure  aside,  several 
trends  favor  the  $300  billion  U.  S.  parts 
industry.  It's  improving  quality,  for  one 
thing.  A  1990  .survey  of  Japanese  car- 
makers with  U.  S.  plants  found  wide  dis- 
satisfaction with  U.  S.  suppliers.  Since 
then,  "there's  been  a  quality  revolution 
in  many  companies,"  says  Koichiro  Nog- 
uchi,  head  of  international  purchasing 
at  Toyota,  "and  the  number  is  growing." 

The  Japanese  are  clearing  more  paths 
themselves.  Some  companies  are  add- 
ing models  built  only  in  America,  such 
as  the  Honda  Accord  station  wagon. 
These  have  unique  parts  that  U.  S.  sup- 


pliers can  build  without  wresting  busi- 
ness from  a  Japanese  rival.  Japanese 
carmakers  are  also  opening  U.  S.  techni- 
cal centers.  Three  years  ago,  a  U.  S. 
part  submitted  to  Toyota  went  to  Ja- 
pan for  testing,  a  process  that  could 
take  six  months.  Today,  a  part  goes  to 
Toyota's  $41  million  technical  center  in 
Ann  Arbor,  Mich.  A  supplier  who  asks 
for  a  status  update  on  Monday  "more  of- 
ten than  not  will  get  a  detailed  answer 
on  Tuesday,"  says  David  Baxter,  gener- 
al manager  of  the  center's  parts-and-ve- 


ing  on  products  where  the  amoui 
engineering  content  is  significant," 
Norman  R.  Bodine,  president  of  Ui 
Technologies  Automotive. 

One  other  move  benefits  U.  S.  si 
ers.  "We're  changing  specificatior 
suit  American  markets,"  says  Ju 
Hashiguchi,  Nissan  North  Amei 
vice-president  for  purchasing  stra 
Rearview  miiTors,  for  instance,  are 
ally  bolted  to  ceilings  of  Japanese 
but  often  glued  to  windshields  in 
cars.  Nissan's  change  to  the  U.  S 
proach  for  its  new  Sentra  means  a 
tract  for  mirror  maker  Donnelly  Coi 
Holland,  Mich. 

Given  such  trends,  the  biggest  o 
cle  to  meeting  the  1995  target  ma 
the  slack  auto  market.  The  $19  b 
goal  presupposed  50%  gromh  in  1 
based  output  of  Japanese  autos 
1990  to  1995,  says  Takao  Tominaga, 
utive  managing  director  of  the  J 
Automobile  Manufacturers  l 
But  U.  S.  sales  of  Japanese 


JAPANESE  CARMAKERS  SAY 
THEY'LL  BUY  AMERICAN... 


GLOBAL  PURCHASES  OF  U.S.-MADE  AUTO  PARTS 


...PARTLY  BECAUSE  THE 
PLAN  TO  BUILD  AMERH 


NORTH  AMERICAN  PRODUGION 
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hicle-evaluation  department. 

The  technical  centers  are 
also  fueling  a  spurt  in  "de- 
signed-in"  parts— components  engineered 
by  the  supplier.  That  holds  down  the 
carmaker's  costs  and  \drtually  guaran- 
tees the  supplier  the  business.  After 
Honda  Motor  Corp.  opened  its  Marys- 
ville  (Ohio)  technical  center  in  1985,  the 
number  of  U.  S.  suppliers  doing  de- 
signed-in  work  rose  from  4  for  the  '90 
Accord  to  20  for  the  '92  Civic  to  about 
60  for  the  '94  Accord.  Joint  projects, 
say  at  Nissan  Motor  Co.'s  center  in 
Farmington  Hills,  Mich.,  involve  more 
than  commodities  parts.  "We're  work- 


"We're  changing 
specifications  to  suit 
American  markets" 


and  trucks  fell  1%  in  1992  and  are 
ing  faster  this  year.  Sales  in  Japan 
bled  7.5%  in  1992.  Last  year,  as  a  n 
General  Motors  Corp.  exported  $21C 
lion  worth  of  parts  to  Japan,  16%  si 
its  goal.  The  weak  market  could 
jeopardize  Gm's  plans  to  double  its  i 
all  parts  sales  to  the  Japanese— inch 
their  U.  S.  plants— to  $2.6  billion  by 

The  setback  should  be  tempoi 
however.  Clinton  Administration  ] 
sure  should  persuade  the  Japanes 
meet  their  goal.  "It  wiU  require  exti 
fort  given  the  economy,  but  I  think 
can  do  it,"  says  John  P.  Reilly,  p 
dent  of  Tenneco  Automotive  and  c 
man  of  the  Commerce  Dept.'s  Aut 
tive  Parts  Advisory  Committee.  1 
if  that  doesn't  trim  the  trade  defici 
now,  it's  a  step  in  the  right  directi( 

By  James  B.  Treece  in  Detroit, 
Karen  Lowry  Miller  in  Tokyo,  Zac 
Schiller  in  Cleveland,  and  Kevin  i 
in  Chicago 
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jie  Financial  Strength  of  The  Guardian 


The  Guardian's  Report  Card 
Says  It  All:  Still  Straight  A's 

Despite  these  financially  uncertain  times, 
The  Guardian  is  making  the  grade  by 
earning  the  highest  marks  for  fiscal  strength 
from  each  of  the  leading  independent 
financial  rating  services.  Aaa  from 
Moody's.  AAA  from  Standard  &  Poor's. 
And  A+  +  from  A.M.  Best.  In  fact,  only 
seven  companies  in  the  United  States  are 
on  the  honor  roll  of  all  three  rating  services. 
And  two  of  the  seven  companies  are  part 
of  The  Guardian  family. 

No.  1 1n  Our  Class 

FORTUNE®  magazine  recognizes  The 
Guardian  as  the  #1  life  insurance  company 
of  the  50  largest  in  America  based  on  net 
income  as  a  percent  of  assets.  And  that's  a 
major  factor  in  determining  an  insurer's 
financial  strength. 

Our  Hard  Work  Pays  Dividends 

We've  done  our  homework  every  day  for 
133  years.  It's  how  we've  kept  our  financial 
house  in  order  through  good  economies 
and  bad.  And  all  of  our  hard  work  is  con- 
tinuing to  pay  off  in  tangible  policyholder 
benefits,  like  our  impressive  dividends. 
This  past  year  The  Guardian  distributed 
the  highest  dividend  in  its  history  — 
continuing  an  unbroken  record  since  1860. 

Put  Us  To  The  Test 

Take  this  quick  quiz:  Does  your  insurance 
company  consistentlv  receive  the  highest 
marks  from  the  major  rating  services?  Is 
the  Life,  Disability  or  Group  policy  you 
bought  five  years  ago  living  up  to  its  prom- 
ises? Is  the  variable  annuity  you  bought 
performing  up  to  your  expectations?  If  the 
answer  to  any  one  of  these  questions  is 
'I'm  not  sure'  or  'No',  put  The  Guardian 
to  the  test  for  your  next  purchase. 

Call  1-800-662-1006. 

You'll  learn  more  about  the  financial 
strength  of  The  Guardian  and  more  about 
our  superior  products  and  services  for  Life 
Insurance,  Group  Insurance,  Reinsurance, 
Disability  Income  Protection,  Equity 
Products,  or  Asset  Management.* 


^  The  Guardian^ 

The  Intelligent  Choice"^ 


Equity  products  are  offered  througti  Guardian  Investor 
Services  Corporation"  a  w/holly-owned  subsidiary  of 
Ttie  Guardian  Insurance  and  Annuity  Company. 

©1993  The  Guardian  Life  Insurance  Company  of  America 
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MUTUAL  FUNDS  I 


STARTING  THE  YEAR 
WITH  A  BAHG 


The  first  quarter  shows  better-than-expected  results.  The  only  loser:  Health-car  e  funds 


It  was  ii  quarter  full  of  surprises.  The 
new  President  proposed  raising  tax- 
es— and  the  public  embraced  the 
plan.  Long-term  interest  rates  plunged, 
while  most  pundits  had  expected  them  to 
go  up.  The  stock  mai'ket  climbed,  as 
bearish  talk  permeated  Wall  Street. 
Even  the  long-suffering  gold  stocks 
rocketed  out  of  the  cellar. 

For  mutual-fund  investors,  the  sur- 
prises added  up  to  some  sweet  returns. 
Bond  funds  rallied,  with  the  largest 
gains  going  to  the  funds  with  the  long- 
est maturity  bonds.  And  the  sorts  of 
ecjuity  funds  that  prospered  were  those 
with  interest-sensitive  stocks,  such  as  fi- 
nancial, utilities,  and  real  estate  special- 
ty funds.  Other  big  winners  were  con- 
servative balanced  and  income  funds, 
which  typically  keep  a  big  chunk  of  their 


assets  in  bonds.  The  average  equity 
fund  delivered  a  total  return  of  4.56'a, 
slightly  better  than  the  return  of  the 
Standard  &  Poor's  500-stock  index 
(through  Mar.  30)  and  already  more  than 
half  of  what  the  average  equity  fund 
earned  for  all  of  1992.  Investors  also 
enjoyed  bountiful  returns  from  abroad. 
The  only  big  losers  were  health-care 
funds,  which  sank  more  in  the  first 
(juarter  than  they  did  in  all  of  last  year. 
RECORD  PACE.  Bond-fund  investors,  on 
average,  did  as  well  as  those  who  put 
their  money  in  equity  funds.  Taxable 
bond  funds,  which  include  government, 
corporate,  and  international  bond  funds, 
were  up  an  average  3.497'  for  the  quar- 
ter through  Mar.  26.  Tax-free  liond 
funds  were  ix\)  3.307 ,  benefiting  from 
the  onslaught  of  investors  seeking 


a  shelter  from  expected  tax  h 
There  was  another  surprise.  The  ( 
ter  is  shaping  up  as  perhaps  the  bi^ 
in  mutual-fund  annals.  Many  expert 
lieved  that  the  public  would  not  con 
to  pour  money  into  mutual  fund 
1992's  record  pace.  Wrong  again, 
cording  to  the  Investment  Compan 
stitute,  equity  funds  took  in  net 
flow  of  $18.7  billion  in  the  first 
months  of  1993,  vs.  $14.2  billion  fo: 
same  period  of  1992;  bond  funds  p 
in  $21.4  billion  in  the  first  two  mo 
vs.  $16.6  billion  last  year.  Cash  infk 
said  to  be  strong  in  March,  and 
looks  promising,  too.  The  Bauk 
Monitor  estimates  that  $110  billic 
bank  CDs  mature  then,  and  fund  co 
nies  hope  to  capture  a  chunk  of  it. 
Some  of  the  best  returns  were  g 


The  first-quarter 
performance  of 
mutual  funds  points 
up  a  striking  paradox: 
Funds  that  benefit 
from  lower  inflation 
and  interest  rates  are 
booming,  but  so  are 
gold  and  natural- 
resource  funds,  which 
typically  do  well  only 
in  inflationary  times. 


THi  BEST  RETURNS 


GOLD  Prices  have 
barely  budged,  but 
inflation-wary 
investors  are  buying 
gold  mining  shares, 
betting  on  higher 
bullion  prices  ahead. 

DATA:  MORNINGSTAR  INC. 


Lexington  Strategic  Investments  63.64% 

United  Services  Gold  Shares  34.35 

MetLife-Stote  Street  Global  Energy  33.61 

Van  Eck  International  Investors  30.35 

Fidelity  Select  Precious  Metals/Min.  27.80 

Mackenzie  Canada  25.93 

Blanchard  Precious  Metals  25.57 

Vanguard  Spec.  Gold/Prec  Metals  24.17 

Bulls.  Bear  Gold  Investors  24.17 

Fidelity  Select  Energy  Service  23.44 

Capstone  Nikko  Japan  23.27 

Excel  Midas  Gold  Shares  22.55 

IDS  Precious  Metals  21.88 

Financial  Strategic  Gold  21.74 

Enterprise  Precious  Metals  21.59 

Benham  Gold  Equities  Index  21.46 

Lexington  Goldfund  21.35 

Vanguard  Specialized  Energy  21.14 

Van  Eck  Gold/Resources  21.08 

United  Gold  &  Government  20.36 

Thomson  Prec.  Metals  &  Nat  Res.  B  20.35 

Franklin  Gold  20.17 

Keystone  Precious  Metals  Holdings  20.08 

Cohen  &  Steers  Realty  Shares  19.44 

Financial  Strategic  Energy  19.18 


Fidelity  Select  American  Gold 

Lexington  Strategic  Silver 
DFA  Japanese  Small  Company 
Oakmork  International 
American  Heritage 

Oppenheimer  Gold  &  Special  Minerals 
Pioneer  Gold  Shares 
Shearson  Prec.  Metals  &  Minerals  A 
Rushmore  Precious  Metals  Index  Plus 
Vanguard  Intl.  Equity  Index  Pacific 

USAA  Investment  Gold 

MainStay  Natural  Resources/Gold 

Fidelity  Select  Energy 

Steadman  Ocean  Tech.  8.  Growth 

Equity  Strategies 

American  Gas  Index 
Japan 

Prudential  Pacific  Growth  A 
Govett  International  Equity 
Prudential  Pacific  Growth  B 

Third  Avenue  Value 
Fidelity  Select  Brokerage  &  Investmt. 
Fidelity  Select  Financial  Services 
Fidelity  Real  Estate  Investment 
Financial  Strategic  Financial  Svcs. 


18.97% 

18.70 

18.39 

18.08 

17.70 

17.51 
17.33 
17.13 
17.06 
16.93 

16.67 
16.67 
16.48 
16.36 
16.12 

15.40 
15.28 
15.04 
14.72 
14.70 

14.66 
14.62 
14.32 
14.16 
14.10 


INTEREST  RATI 

Falling  interest  rate: 
fueling  gains  in  ban 
thrift,  and  brokerag 
stocks— and  the  func 
that  specialize  in  thi 


ENERGY 

Oil  prices  have 
been  ticking  up,  an( 
natural-gas  prices  t 
exploded— as  have 
funds  that  invest  in 
gas  producers. 


ao 

Q 


Appreciation  plus  reinvested  dividends  and  capital  gains,  Jan.  1  through  Mar.  30,  1993 


REAL  ESTATE 

Real  estate  investm( 
trusts  are  booming  ( 
investors  crave  theii 
juicy  yields  or  bet  o 
recovery  in  real  est( 
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.\  Iniif^-forgotten  Tuiids.  Pre- 
nu'tals  and  natural  re- 
were  up  21.78'/'  and 
,  respectively,  for  the  quar- 
;cording  to  Morningstar  Inc. 
have  been  dogs  in  recent 
with  gold  funds  falling  an 
of  14.79'  a  year  over  the 
)2  period  and  natural-re- 
;  funds  rising  only  an  aver- 
f  0.77'  a  year.  For  sure,  mu- 
lUnd    investors    did  not 
oate  the  resurgence  in  these 
ectors.  Only  in  mid-March, 
their  front-of-the-pack  per- 
nce  became  evident,  did  in- 
•s  start  pouring  cash  into 
funds,  according  to  AMc; 
Services, 
rise  of  these  funds  is  un- 
in  this  economic  environment.  Pre- 
metals  funds,  which  buy  gold-min- 
»cks,  and  natural-resource  funds, 
invest  in  energy  companies,  usual- 
irkle  when  inflation  is  heating  up 
iterest  rates  are  rising.  Of  course, 
st-sensitive  and  inflation-sensitive 
cannot  both  prosper  indefinitely. 
r  the  other  has  to  give  way. 
!;{NING  GOLD?  So  far,  the  economic 
ice  leans  toward  low  inflation  and 
'Wer  interest  rates.  Higher  ta.xes 
eficit  reduction  should  prevent  the 
my  from  overheating,  and  high  un- 
yment  and  corporate  restructur- 
vill  keep  labor  costs  in  check.  Al- 
h  gold  shares  are  up  20.7%,  what's 


SOME  BIG  RETURHS 
FOR  THE  BIG  FUNDS 


Fund 

Total 

Assets 

return* 

(billions) 

FIDELITY  MAGELLAN 

$22.27 

8.55% 

INVESTMENT  COMPANY  OF  AMERICA 

15.43 

3.59 

WASHINGTON  MUTUAL  INVESTORS 

10.10 

7.20 

WINDSOR 

8.83 

8.56 

VANGUARD  INDEX  500 

6.52 

4.37 

INCOME  FUND  OF  AMERICA 

6.50 

5.85 

FIDELITY  PURITAN 

5.91 

9.10 

JANUS 

5.83 

5.14 

AIMWEINGARTEN 

5.61 

-3.23 

WELLINGTON 

5.56 

5.20 

*  Jan.  1  through  Mar.  30,  1993 

As  of  DeC- 

31,  1992 

DAIA:  MORNINGSTAR  INC 


curious  is  that  gold  bullion  hasn't  done 
much  this  cpiarter.  In  fact,  physical  gold 
has  remained  around  $380  an  ounce  for 
most  of  the  quarter,  though  it  did  kick 
up  to  $887  at  the  end  of  March. 

Indeed,  part  of  gold  shares'  rise  comes 
from  investors  anticipating  a  resurgence 
of  inflation  and  gold  prices.  "The  stocks 
already  anticipate  $350-an-ounce  gold," 
says  John  A.  Olsen,  who  runs  the  United 
Gold  &  Government  Fund.  If  gold  prices 
don't  reach  that  level  soon,  gold  stocks 
and  gold  funds  could  tumble. 

But  part  of  the  gold  funds'  success 
was  a  rebound  from  the  horrid  showing 
of  South  African  gold  stocks  in  1992, 
says  Victor  Flores,  who  runs  United  Ser- 


vices Gold  Shares.  The  fund  was 
up  84.857  in  the  first  quarter  but 
lost  nearly  517  last  year. 

"Because  of  the  political  situa- 
tion, the  stocks  and  the  currency 
were  extremely  oversold,"  says 
Flores.  "But  the  mines  have  cut 
costs  and  are  making  money,  the 
currency  has  rebounded,  and  in- 
vestors are  getting  more  comfort- 
able with  the  political  situation." 
Flores  is  still  bullish  on  South  Af- 
rica stocks.  Their  double-digit  div- 
idend yields,  coupled  with  expect- 
ed currency  gains,  can  deliver  fat 
returns  without  an  uptick  in  infla- 
tion or  gold  prices. 
GLOBAL  RENAISSANCE.  Natural-re- 
source  funds'  performance  is  also 
a  recovery  from  the  depths.  Dan 
Rice,  who  runs  MetLife-State  Street 
Global  Energy  Fund,  attributes  his 
fund's  83.617  return  to  the  rebound  in 
long-depressed  natural-gas  prices,  up 
about  697  from  year-ago  levels.  Rice  is 
concentrating  his  $23  million  fund  on 
small  gas  producers  and  service  compa- 
nies in  the  Gulf  of  Mexico.  The  new 
glow  of  natural-resource  stocks  is  also 
evident  north  of  the  border.  "The  Cana- 
dian stock  market  is  mainly  energy,  for- 
est products,  and  mining,"  says  Alex 
Christ,  whose  Mackenzie  Canada  Fund  is 
up  25.937  for  the  quarter.  "If  mining 
picks  up,  we'll  be  firing  on  all  cylinders." 

Canada's  not  the  only  foreign  market 
on  the  move.  Europe's  bourses  are  look- 


Jl»lth<are  funds, 
:kecl  down  more 
[|   11%  in  1992, 
Ci  inued  their  slide 
ii  '93 's  first  quarter. 
h  e  surprising  was 
ll  >oor  showing  of 
n  imum-growth  and 
5  l-company  funds. 
C  ventional  wisdom 
h  s  that  smaller 
c  ponies  fore  better 
u  5r  Democratic 
/i  linistrations. 


Financial  Strategic  Health  Sciences 

-23.53% 

SEI  Instit.  Mgd.  Small  Cap  Growth  A 

-6.65% 

Fidelity  Select  Medical  Delivery 

-20.83 

United  Science  &  Energy 

-6.49 

John  Hancock  Freedom  Global  Rx 

-20.55 

Value  Line  Special  Situations 

-6.37 

Oppenheimer  Global  Bio-Tech 

-20.31 

Pasadena  Growth 

-6.29 

Fidelity  Select  Biotechnology 

-20.17 

MFS  Lifetime  Emerging  Growth 

-6.16 

G.T.  Global  Health  Care  A 

-16.11 

United  New  Concepts 

-6.07 

Shearson  Small  Capitalization  A 

-15.60 

Parkstone  Small  Capitalization 

■5.81 

Fidelity  Select  Health  Care 

-14.70 

State  Bond  Progress 

-5.61 

Merrill  Lynch  Healthcare  A 

-12.90 

IDS  Discovery 

-5.59 

Robertson  Stephens  Emerging  Growth 

-12.70 

Beacon  Hill  Mutual 

-5.55 

Morgan  Stanley  Emerging  Growth 

-12.27 

Mutual  of  Omaha  Growth 

-5.39 

Reynolds  Opportunity 

-11.74 

Wall  Street 

-4.74 

Putnam  Health  Sciences 

-10.38 

Pacific  Horizon  Aggressive  Growth 

-4.73 

Alger  Small  Capitalization 

-9.43 

Oberweis  Emerging  Growth 

-4.45 

Vanguard  Specialized  Health  Care 

-8.81 

Eaton  Vance  Special  Equities 

-4.45 

Shearson  1990s  A 

•8.02 

Yacktman 

-4.43 

Shearson  Aggressive  Growth  A 

-7.50 

Twentieth  Century  Vista  Investors 

-4.41 

Wasatch  Mid-Cap 

-7.37 

Delaware  DelCap 

-4.31 

G  T.  America  Growth  A 

-7.30 

Fortis  Fiduciary 

-4.24 

Financial  Strategic  Technology 

-7.25 

Reynolds  Blue  Chip  Growth 

-4.12 

Monetta 

-7.19 

Flag  Investors  Quality  Growth 

-4.05 

Dean  Witter  Capital  Growth  Securities 

-7.13 

MFS  Lifetime  Managed  Sectors 

-4.02 

Financial  Strategic  Environmental 

-7.11 

Papp  American-Abroad 

-3.94 

Progressive  Aggressive  Growth 

-6.85 

Fortis  Advantage  Capital  Appreciation 

-3.94 

Dreyfus  Growth  Opportunity 

-6.77 

MFS  Managed  Sectors 

-3.93 

HEALTH  CARE 

Investor  skittishness 
over  the  yet-unveiled 
Clinton  health-core 
plan  has  sent  these 
companies— and  the 
funds  that  buy  them— 
to  their  sick  beds. 


SMALL 
COMPANIES 

Small-cap  stocks 
soared  in  the  fourth 
quarter  and  then  took 
a  pasting  in  the  first 
quarter,  as  investors 
pocketed  profits.  Time 
for  a  rebound? 


I 
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PACIFIC  A  rebound 
in  the  long-suffering 
Japonese  stock 
market  gave  funds 
investing  in  the  Pacific 
Rim  countries  their 
best  quarter  in  years. 


HOW  THE  FUHO  GROUPS  lAREDi 


DATA:  MORNINGSIAIi  INC. 
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through  Mar.  30,  19 


ing  smart,  now  that  interest  rates  are 
coming'  down.  Europe  funds  posted  a 
6.08''  return  for  the  quarter.  And  the 
Pacific  funds  zoomed  12.72',',  bolstered 
by  a  rally  in  the  long-depressed  Japa- 
nese stock  market.  A  standout  among 
the  foreign  funds  is  the  six-month-old 
Oakmark  International  Fund,  up  18.08'/' 
for  the  quarter.  Among  the  fund's  top 
holdings  are  a  Mexican  bank,  a  Swedish 
bank,  and  a  Spanish  utility.  "Go  abroad 
and  you  find  quality  companies  at  sul)- 
stantial  discounts,"  says  David  Herro, 
the  portfolio  managei'.  "There's  a  renais- 
sance in  international  investing." 

At  the  other  end  of  the  performance 
spectrum  are  the  health-care  funds.  Last 
year,  the  stocks  that  these  funds  own 
were  trounced  by  investors  cashing  in 
three  years  of  incredible  profits.  Now. 
they're  getting  heat  from  a  far-worse 
source — the  White  House.  But  Charles 
Mangum,  who  runs  the  Fidelity  Select 
Health  Care  Fund,  down  14.7'-,  thinks 
the  sick  sector  might  look  more  robust 
in  the  second  quarter  after  the  President 
presents  his  health-care  plan.  "Some 
companies  will  emerge  as  winners,"  says 
Mangum.  "Right  now,  the  market's  say- 
ing all  are  losers."  He  thinks  drug  com- 


panies Warner-Lambert  Co.  and  Rhone 
Poulenc-Rorer  and  cost-containment  spe- 
cialists Medco  Containment  Services, 
U.  S.  Healthcare,  and  Value  Health  will 
be  among  the  winners. 
CATCHING  UP.  Most  investors  stick  with 
the  more  middle-of-the-road  diversified 
rather  than  the  sector  funds.  And  they 
are  doing  just  fine.  Eight  out  of  the  10 
largest  equity  funds  beat  the  s.^cP  500, 
with  three  of  them — the  Windsor,  Fideli- 
ty Magellan,  and  Fidelity  Puritan 
funds — chalking  up  returns  in  excess  of 
8''  for  the  quarter.  Magellan  portfolio 
manager  Jeffrey  Vinik,  who  lagged  be- 
hind the  market  in  his  first  six  months 
on  the  job,  more  than  caught  up  this 
quarter.  Magellan  was  high  on  energy, 
utilities,  and  financial  stocks  and  low  on 
health  care,  all  of  which  proved  to  be  a 
winning  mix. 

Of  the  big  equity  funds,  only  AIM 
Weingarten  fund  slipped  into  the  red. 
Jonathan  Schoolar,  co-manager  of  the 
fund,  says  his  fund's  growth-stock  strat- 
egy has  been  out  of  favor  on  Wall  Street 
since  early  1992.  He  notes  that  earnings 
for  ConAgra  Inc.,  one  of  his  stocks,  are 
uj)  about  25''  over  the  last  two  years, 
but  the  stock  is  down  20'a.  While  earlier 


FIRST-QUARTER  WINNIHe  BOND  FUNDS 


TAXABLE  FUNDS 

TAX-FREE  FUNDS 

De^n-Witter  High-Yield  Securities 

10.89% 

Vista  Tax-Free  Income 

5.34% 

Benham  Target  Maturities  2020 

9.95 

Shearson  Managed  Municipals  A 

5.20 

Notional  Bond 

9.80 

Lord  Abbett  Tax-Free  Income  NJ 

5.12 

Alliance  Bond  Corporate  Bond  A 

9.67 

United  Municipal  Bond 

4.99 

Fidelity  Capital  &  Income 

8.76 

Vista  NY  Tax-Free  Income 

4.96 

Retirement  Planning  Convertible 

8.71 

Lord  Abbett  CA  Tax-Free  Income 

4.85 

Benham  Target  Moturities  2010 

8.47 

California  Muni 

4.85 

Northeast  Investors 

8.44 

MainStay  CA  Tax-Free 

4.82 

MAS  Pooled  High-Yield  Securities 

8.38 

Scudder  CA  Tax-Free 

4.76 

Keystone  America  Australia  Income 

8.37 

UST  Master  T/E  Long-Term 

4.70 

'Appreciotion  plus  reinvested  dividends  and  capital  gains,  Jan.  1  -Mar.  26,  1993.       DATA:  MORNINGSTAR  INC 

interest-rate  declines  boosted  all  si 
the  latest  drop  seems  to  have  bem 
mainly  cyclical  stocks  not  usually  ] 
in  growth  funds.  In  fact,  John  R 
thaler,  editor  of  Morningstar  Mi 
Funds,  thinks  the  lackluster  re 
from  growth,  maximum  growth, 
small-company  funds  can  be  attril 
to  the  market's  current  aversion  t 
growth  stocks  these  funds  own. 

Bond  funds  delivered  fewer  suri 
than  equity  funds.  The  top  taxable  : 
include  several  zero-coupon  bond  f 
which  typically  lead  when  interest 
fall,  and  some  high-yield  bond  f 
Treasury  funds,  whose  bonds  car 
called,  beat  mortgage  funds,  whicl 
suffer  losses  when  homeowners 
nance  their  mortgages. 

But  making  money  in  bonds  is 
than  a  matter  of  interest  rates, 
Wayne  D.  Lyski,  portfolio  manag 
Alliance  Bond  Corporate  Bond  / 
i).67''.  "Balance  sheets  are  getting 
ter,"  says  Lyski,  "and  the  credit  qi 
cycle  is  turning  up."  He  invests  in  1 
for  which  he  expects  a  credit  upj 
within  the  next  12  months. 
MUNI  WATCH.  Tax-free  bond  fund: 
on  a  roil,  loo.  Not  only  have  the 
come  a  haven  from  higher  taxes 
until  mid-March,  they  even  ou 
formed  taxable  bonds.  "The  muni 
ket  has  been  hit  by  a  ton  of  new 
])ly,"  says  Joseph  P.  Deane,  who 
Shearson  Managed  Municipals  A 
5.2'  '  for  the  first  quarter.  Still,  the 
funds'  beats  a  taxable  fund's  \ 
return  on  an  aftertax  basis. 

Taxable  or  tax-free,  equity  or 
fund,  a  3''  return  for  the  quart 
more  than  a  respectable  return, 
investors  earned  in  three  month 
much  as  they  would  have  made  by 
ing  their  money  in  the  bank  for  a 
That's  enough  to  keep  them  smiling 
to  make  sure  that  their  dollars  con 
to  flow  into  mutual  funds. 

By  Jcffrcji  M.  Ladcrmau  in  New 
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_J_his  view  of  the  earth 
is  actually  a  composite 
of  more  than  2,000 
cloudless  images,  col- 
lected by  several 
orbiting  satellites,  and 
carefully  assembled  by  a 
team  of  experts. 

G.T.  Global  uses  a 
similar  system  to  pro- 
duce a  clear  view  of 
world  markets  for 
investment  decision- 
making...but  our  sat- 
ellites are  investment 
teams  located  in  Lon- 
don, Hong  Kong,  Tokyo, 
Singapore,  Sydney,  and 


San  Francisco. 

Team  members  speak 
the  languages  of  their 
investing  region  and  inti- 
mately understand  the 
local  business  cultures. 

Each  regional  team 
therefore  has  a  unique 
perspective  on  the  world 
economy,  which  we 
assemble  into  a  single, 
clear  view  of  global  eco- 
nomic trends. 

Since  1969  this  view 
of  the  world  has  guided 
G.T.  Global's  equity  and 
fixed  income  invest- 
ments on  six  continents 


-from  infrastructure 
projects  in  South  East 
Asia,  to  newly  pri- 
vatized telephone 
utilities  in  Latin  Amer- 
ica, to  bonds  from 
France,  Spain  and  the 
U.K. 

When  you  invest 
globally,  invest  with  a 
company  that  has  a 
clear  view  of  the  entire 
world,  from  Hong  Kong 
to  London  to  San  Fran- 
cisco. Invest  with  the 
experts  at  G.T.  Global. 

B|G.T.  GLOBAL 

1  -800-824-  1  580 


NOON        HONG     KONG       SINGAPORE        TOKYO        SYDNEY        SAN  FRANCISCO 
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BANKINGI 


AT  BARCLAY'S,  A  STIFF  UPPER 
LIP  NO  LONGER  SUFFICES 


The  floundering  British  bank  may  even  liire  a  Yank  as  CEO 


To  the  London  press,  Barclays  Bank 
PLC,  Britain's  largest  bank,  has 
long  been  known  as  a  "squirear- 
chy." For  close  to  a  century,  the  descen- 
dants of  Quaker  families  that  formed 
Barclays  out  of  20  smaller  banks  have 
dominated  the  institution.  Only  two  non- 
family  members  made  it  to  chairman 
in  96  years.  "At  the  very  top,  there 
was  a  certain  measure  of  inbreed- 
ing," says  Raphael  Soifer,  a  Brown 
Brothers  Harriman  &  Co.  analyst. 

What  amounted  to  institutional- 
ized nepotism,  though,  never  seemed 
a  problem — until  the  past  couple  of 
years,  when  the  bank  was  battered 
by  a  wave  of  bad  loans  and  ill-ad- 
vised expansion  strategies.  Now,  it  is 
facing  the  worst  crisis  in  its  history. 
In  March,  a  shy  and  awkward  An- 
drew R.  Buxton,  the  latest  family 
chairman  and  chief  executive,  faced 
openly  hostile  analysts  and  reporters 
and  announced  a  $363  million  pretax 
loss — the  bank's  first  ever — after 
S3.8  billion  in  bad-debt  provisions 
and  a  dividend  cut.  Britain's  banking 
union,  representing  many  of  the 
bank's  78,000  employees,  called  the 
losses  a  result  of  "years  of  monu- 
mental incompetence."  And  the 
bank's  finance  director,  Peter  Wood, 
recently  announced  he  was  leaving 
for  rival  bank  Standard  Chartered 
PLC.  Other  defections  are  expected. 
MISGUIDED  STRATEGY.  Things  have 
come  to  a  point  where  Barclays,  fac- 
ing growing  pressure  from  institu- 
tional shareholders  and  employees,  is 
said  to  be  considering — horror  of 
horrors — hiring  an  American  banker 
to  replace  Buxton  as  chief  executive 
while  he  remains  chairman.  Some  of  the 
names  that  have  been  floated  as  poten- 
tial candidates  include  British  expatri- 
ates John  Tugwell.  who  now  heads 
National  Westminster  Bank  PLC's  opera- 
tions in  the  U.  S.,  and  Dennis  Weather- 
stone,  chairman  of  J.  P.  Morgan  &  Co.  A 
Morgan  spokesman  says  it's  bank  policy 
not  to  comment  on  rumors.  A  Natwest 
spokesman  referred  questions  on  the 
search  to  Barclays. 

Other  wrenching  changes  will  likely 
follow.  A  rival  banker  says  he  expects  to 
see  another  reorganization  at  Barclays, 


on  top  of  one  completed  a  year  ago,  and 
possibly  even  Buxton's  departure  after 
the  new  chief  executive  is  hired  and  the 
dust  settles. 

Just  five  years  ago,  Barclays  ap- 
peared to  be  one  of  the  world's  best- 
managed  banks,  with  profits  of  $2.1  bil- 


BARCLAYS'  FALL 


PRHAX  PROFIT  OR  LOSS 


BUXTON:  LOSSES  ABROAD 
AND  SOUR  REAL  ESTATE  LOANS 


i   I  I 
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lion.  But  when 
archrival  NatWest 
temporarily  overtook  it 
in  1988  to  become  Brit- 
ain's biggest  bank, 
Barclays  fought  back 
with  a  misguided  expansion  strategy 
formed  by  then-Chief  Operating  Officer 
Buxton  and  his  predecessor  as  chairman. 
Sir  John  Quinton.  Barclays  launched  a 
$1.4  billion  rights  issue,  the  proceeds  of 
which  were  used  to  finance  a  lending 
spree  to  real  estate  developers  in  Britain 
and  the  U.  S. 
Barclavs'  bad-debt  list  now  reads  like 


a  developers'  hall  of  shame — inc 
disgraced  property  companies  0: 
&  York,  Imry  Holdings,  and  Moui 
Group.  Bad-debt  charges  for 
America  alone  were  $274  million  ii 
Buxton  admits  that  Barclays' 
controls  were  too  loose  in  the  pa 
that  top  management  didn't  kno 
full  extent  of  the  real  estate  le 
"We're  a  leader  in  many  market 
we've  allowed  our  credit  quality  to 
our  lead,"  he  acknowledges.  Man 
lysts  believe  further  provisions  \ 
needed,  even  after  the  $3.8  billion 
last  year  and  199rs  $2.8  billion. 
STAFF  CUTS.  What  has  most  ar 
shareholders,  however,  is  the  lac! 
consistent  approach  to  the  bankinj 
ness.  "Barclays  has  gone  through 
17  different  strategies  in  th< 
few  years,"  says  Alison  Deuel 
Lehman  Brothers  Securities  ba 
alyst.  Retail  banking  is  a  ci 
point:  Barclays  vainly  tried 
come  a  player  in  U.  S.  retail  b; 
for  years.  But  it  was  never  a 
develop  a  critical  mass  to  a 
sufficient  economies  of  scale  a 
come  a  competitive  player.  La 
year,  it  sold  the  last  of  its 
branches  to  Bank  of  New  Yo 
at  a  price  some  observers  have 
a  steal. 

Despite  the  sizable  legacy  o 
property  loans,  Barclays  appe 
be  stanching  the  losses.  The  b 
closing  350  British  branches  a 
ducing  staff  levels  by  9,000  ir 
tion  to  the  9,000  jobs  that  it  sh( 
year.  It  has  already  slashed  it 
York  work  force  by  nearly  30! 
observers  say  the  bank  plans  1 
row  its  focus  there  to  its  tc 
clients.   The  1: 
earnings  from 
tions  improved  1 
1992,  despite  th( 
million  loss,  an 
Barclays  de 
Wedd  Ltd.  inves 
banking  divisic 
creased  profits  1 
$360  million. 

These  modesi 
cesses,  howevei 
overshadowed  by 
very  deep-rooted 
lems:  continuing 
taintv  over  str 


and  what  one  branch  manager  call 
pallingly  poor  morale."  There  is 
that  an  outsider  could  make  m 
even  worse.  But  after  a  century  of 
mative  action  for  family  members 
clays  for  now  seems  to  be  banki 
new  blood. 

By  Paula  Dwyer  in  London,  with 
Holland  in  Xew  York 
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Canon  plain  paper  fax  is*l 
for  one  more  reason... 


Now  save  up  to  $1,000  when  you  trade  up  to 
the  leader  in  plain  paper  fax. 


Year  after  year,  Canon  has  been  the  leader  in 
plain  paper  fax  technology  Our  exclusive  image 
processing  and  laser  printing  technology  allow  you 
to  send  and  receive  better 
looking  faxes  while  a  super- 
fast  six  second  transmission 
speed  saves  you  money  on 
long-distance  phone  charges. 
And  Canons  recyclable, 
all-in-one  supply  cartridge  makes  changing  the 
supplies  a  breeze. 

Now  you  have  the  best  reason  to  trade  up 


/v\.\-/  '(>(< 


to  a  Laser  Class'"  fax  from  Canon.  From  now  until 
June  30, 1993,you  can  trade  in  your  old  fax  and  receive 
up  to  $1,000  towards  a  Laser  Class  fax.*  Your  trade-in 
allowance  is  deducted  from  the  suggested  list  price 
of  the  model  you  select. 

We  also  make  choosing  the  right  Canon  FAX  easy 
Simply  call  1-800-OK-CANON  and  we'll  send  you 
a  Fax  Decision  Makers  Kit  plus  the  name  of  the  Canon 
dealer  nearest  you.  If  you  need  it  fast,  well  even  fax 
product  information  to  you. 

If  your  business  is  #1  to  you,  you  need  to  have  the 
#1  plain  paper  fax. 


MA-/  "^ 


I  Enjoy  easy  extended  payments  wilh  the  Canon  Credit  Card.  Ask  for  details  at 
I   partrcipatmg  Canon  dealers  Available  only  in  U  S  t  1993  Canon  U  S  A  .  Inc 

iMowance  vanes  based  on  the  model  you  purchase  Otter  applies  to  our  Laser  Class  FAX-L700.  FAX-L775.  FAX-L785  and  FAX-L790only 
it?ie  through  participating  Canon  authorized  dealers  only,  from  January  4  through  June  30. 1993  Local  dealer  prices  may  vary 
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SECURITIES  FIRMS  I 


'HE  HAD  TO  TAKE  ONE  OF  'EM 
OUT  AND  SHOOT  HIM' 


Is  that  \vh\-  Golub  axed  Hill  at  Lehman 


there  more  to  it? 


ichard  S.  Fuld  Jr.  and  J. 
Tomil?on  Hill,  the  joint 
iheads  of  Lehman  Broth- 
ers, were  .*;omething  of  an  od<; 
couple.  Fuld.  46.  a  former  bon  : 
trader  whose  gruff  manne; 
earned  him  the  nickname  "Gori. 
la."  oversaw  Lehman's  capita, 
markets  operations.  Hill.  44.  : 
long-time  mergers-and-acquisi- 
tions  specialist  with  a  patriciar. 
air.  focused  on  the  firm's  invest- 
ment banking  relationships.  For 
the  past  three  years,  their  col- 
laboration has  boosted  Lehn■lan'^ 
underwriting  rankings  from 
eighth  to  third. 

So  folks  at  Lehman  were 
shocked  when  on  Mar.  29.  new 
American  Express  CEO  Haney 
Golub  summarily  and  very  pub-  ' 
licly  pushed  Hill.  Lehman's  most  promi- 
nent employee,  out  the  door.  Fuld  spent 
the  day  reassuring  clients,  receiving 
pledges  of  support  from  Lehman  invest- 
ment bankers,  and  talking  many  times 
to  a  shell-shocked  Hill.  "This  was  really 
a  test  of  wha:  '  '.  ■  'tnership 
is  all  about.  A  .;i  held." 

says  Fuld.  a  24-year  Leiimari  veteran. 

What  was  behind  Golub's  move'?  Go- 
lub said  he  v.'anted  a  "single  leader"  run- 


ning the  firm.  To  some  observers, 
though.  Golub  was  anxious  to  put  his 
own  personal  stamp  on  Lehman  and 
show  that  he.  not  predecessor  James  D. 
Robinson  HL  was  in  charge.  "To  get 
everyone's  attention  that  he  is  rtmning 
the  show,  he  had  to  take  one  of  'em  out 
and  shoot  him."  says  a  former  manager 
with  Shearson  Lehman  Brothers  Inc.. 
whose  retail  brokerage  division  Golub 
recently  sold  to  Primerica  Corp. 


Other  insiders  attributed  the  nx 
iiad  chemistry  between  Hill  and  ( 
And  it  didn't  help  that  Hill  had 
very  close  to  Robinson  and  his  wiff 
da.  Hill  could  not  be  reached  for 
ment.  but  BUSINESS  WEEK  has  le 
that  he  has  set  up  an  office  at  M 
drews  &  Forbes,  the  holding  con 
owned  by  Ronald  0.  Perelman. 
'BIG  STAR.'  Yet  the  best-infomied  s 
lation  is  that  Golub  wants  to  b 
Lehman's  management  as  a  fii-st 
toward  selling  the  firm.  Fuld  is  no\ 
president  of  Lehman,  but  not  CEO, 
that  has  been  vacant  since  Howa 
Clark  Jr.  was  shoved  out  by  Robini 
February.  Golub  then  hired  an  exe( 
search  firm  to  find  a  CEO.  An  eff 
manager.  Fuld  is  still  considered  ii 
Mr.  Inside  than  a  Mr.  Outside.  To 
tate  a  sale.  Golub  may  want  a 
prominent  name  at  the  top  of  the 
"I'm  sure  Han"ey  is  keeping  the  ( 
open  to  have  a  big  star  run  Lehi 
says  analyst  E.  Wilson  Davis  at  G 
Klauer  Mattison  &  Co.  While  Hil 
gi-eat  "deal"  person  and  Fuld  is  a 
capital-markets  person.  Davis  adds 
"the  company  desperately  craves  a 
broad-based  manager  such  as  Phil 
cell  at  Dean  Witter  Discover." 
Fuld:  "Han"ey  has  said  that  I  hav 
responsibility  for  running  the  fim 
I'm  comfortable  with  that." 

Whatever  Golub's  plans,  Fuld  hi 
hands  full.  He  needs  to  cut  cost 
strengthen  Lehman's  balance  she 
that  the  firm  can  get  a  stand-alon 
gle  A  rating.  "My  responsibility  ai 
cus  is:  How  does  the  firm  keep  m 
money'?,"  says  Fuld.  At  least  for 
Fuld  will  try  to  show  that  two 
aren't  necessarily  better  than  one. 
Bi/  Leah  Xathaus  Spiro  in  Xew 


MARKETS  &  INVESTMENTS! 


DAIMLER  BENZ 
OPENS  UP 

To  list  on  the  NYSE,  it's 
revealing  some  financial  secrets 

Soccer  may  be  closer  to  Gerhard 
Liener's  taste,  but  Daimler  Benz's 
CFG.  lapsed  into  baseball  lir  .:  ' 
Mar.  30  as  he  described  the  SGI 
German  auto  and  aerospace  gi'oup  ^  j  rc- 
cedent-setting  plan  to  list  its  shares  on 
the  New  York  Stock  Exchange  later  this 
year.  "Before  the  World  Series  begins,  a 
new  team  will  be  in  the  majors."  he 
smiled.  "We  have  hit  a  home  run." 
Daimler's  move  is  likely  to  spur  simi- 


lar decisions  by  other  big  Geniian  issu- 
ers. Since  1989.  more  than  200  companies 
from  Europe.  Asia,  and  other  regions 
have  obtained  U.  S.  listings  and  sold 
nearly  S76  billion  worth  of  stocks  and 
bonds.  But  German  issuers,  unwilling  to 
bring  their  secretive  accounting  prac- 
tices into  sync  with  the  Securities  &  Ex- 
change Commission's  more  open  stan- 
dards, refused  to  join.  Then,  last 
autumn,  as  currency  turmoil  and  worries 
over  the  cost  of  German  unification 
roiled  European  bourses.  Liener  contact- 
ed SEC  Chairman  Richard  C.  Breeden.  It 
was  time,  the  CEO  argued,  for  Daimler  to 
open  its  books  and  get  into  the  U.  S. 
More  and  more  a  global  manufacturer. 
Daimler,  says  Liener.  "can  no  longer  af- 
ford to  ignore  the  world's  most  promi- 
nent capital  market." 

Chemical  makers  Hoechst  and  Bayer 
Group  now  may  follow  Daimler's  lead. 
"It's  probable."  says  Liener,  that  Deut- 


sche Bank.  Germany's  Xo.  1  lende 
Daimler-Benz's  28^'   owner,  will 
seek  a  listing.  Chainnan  Hilmar  K 
long  has  wanted  one  but  object  ~ 
SEC  demand  that  he  consolidat- 
sche's  interests  in  Daimler  and  otii 
filiates  in  his  overall  accounts. 
Deutsche  is  increasing  disclosures, 
about  time,"  Kopper  said  in  Fran 
on  Mar.  31.  "to  see  more  of  a  Ge 
bank's  profit-and-loss  account." 

Daimler  has  already  revealed  S2.- 
lion  in  secret  resen  es.  will  soon  dij 
profits  more  frequently,  and  will 
inventories,  pension  obligations,  am 
eign-exchange  transactions  more  : 
U.  S.  lines.  Daimler  now  expects  t 
shares  in  Singapore  and  Shan 
speeding  plans  to  raise  .S1.2  billic 
global  markets  next  year.  Openin 
can  be  painful,  but  that's  the  pri 
playing  in  the  majors  these  days. 

Bi/  William  Glasgall  in  Xew 


82  BUSINESSWEEK  A?R:l  12  1993 


No  IRA  fee  this  yean 


No  IRA  fee  next  year. 


No  IRA  fee  for  a  lifetime. 


Guaranteed 


Only  Schwab  guarantees  your  No-Fee  IRA  for  life. 
Not  Merrill.  Not  Fidelity  Not  Citibank. 


Saving  for  retirement  shouldnt 
mean  spending  on  fees. 

Open  a  No-Fee  IRA  with  at 
least  $10,000  and  you'll  never 
pay  an  annual  fee  again,  for  the 
life  of  the  account!  Merrill, 
Fidelity  and  Citibank  don't 
make  this  promise.  Only  Schwab 
does  it. 

Only  Schwab  offers  the  single  best  way  to 
buy  mutual  funds. 

when  you  bring  your  IRA  to  Schwab 
/ou'll  also  be  able  to  buy  and  sell  over  90 


And  you  can  choose  from  over 
90  no-load  ftinds  from  lading 
frind  companies  including: 


lanus 
Founders 
Schwab 
INVESCO's 
Financial 


mutual  funds  from  well-known 
fund  families!'  Once  again, 
there's  only  one  place  to  find 
this  combination  of  convenience 
and  savings ...  at  Schwab. 

It's  time  to  make  the  move. 

Finally  regardless  of  how  many 
IRAs  you  have  at  banks,  mutual 
fund  companies  or  full-commis- 
sion brokers  you  can  bring  them  all  to  Schwab 
easily  and  quickly  We'll  take  care  of  the  details 
for  you.  It  leads  to  a  simple  conclusion.-  maybe 
it's  time  to  come  to  Schwab.  Visit  vour  local 


Dreyfus 
Berber 
StemRoe 
Neuberger 
&  Berman 


lo-load,  no-commission,  no-transaction-fee       Schwab  office  or  call|-300-442-5111  CXt.  427. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


most  te  510,1  in  asseis.  Lid  toe  offei,  t  d  pmJe  m  with  a  fee  pfospeiius  mmi  mt  Mm  km  M  avaiable  itaeti  Sctel).  Please  raew  piospecas  cailv  befe  iovesiin?, 

"Available  funds  may  change.  Fees  may  be  reinstated.  T^ansacfion  fees  may  apply  if  you  mafe  5  or  more  short-tetm  redemptions  (sales  of  funds  held  6  months  or  less)  wthin  12  months. 
Maintenance  fees  for  special  assets  such  as  limited  partnerships  and  promissory  notes  still  apply  Charles  Schwab  &  Co.,  Inc.  ©  1993  Member  SIPC/NYSE 


BY  GENE  G  MARCIAL 

RJR  STARTS 
SENDING  UP 
SMOKE  SIGNALS . 


Savvy  financier  Henry  Kravis  and 
partners  at  Kolilberg  Kravis 
Roberts  have  been  frantic  in  try- 
ing to  lift  the  soggy  stock  of  RJR  Na- 
bisco Holdings.  After  all,  KKR  invested 
$3.1  billion  of  its  own  money  in  the 
giant  food  and  tobacco  company,  which 
it  acciuired  in  1989  for  $2(5  billion.  KKR 
controls  47/;  of  RJR's  voting  stock. 

So  far,  the  KKR  boys  have  had  little 
reason  to  rejoice:  The  stock  has  stayed 
limp,  falling  from  13  a  share  in  early 
1991  to  as  low  as  7%  a  share  on  Feb. 
23 — several  days  before  R.JR  made 
known  its  plan  to  "reclassify"  its  stock. 

That  only  pushed  the  shares  up  to  8. 
Still,  some  smart-money  investors  have 
started  buying  into  R.JR.  The  reason: 
They  believe  Kravis  wants  to  sell  the 
tobacco  operation. 

These  pros  see  the  reclassification 
move,  which  includes  taking  public  25'  < 
of  R-JR's  Nabisco  food  unit,  as  a  step 
toward  setting  separate  values  on  the 
company's  food  and  tobacco  groups. 
They  note  that  the  R.  J.  Reynolds  To- 
bacco unit,  which  produces  "free"  cash 
flow  of  more  than  $1  billion  a  year, 
could  fetch  some  $10  billion,  or  $10  a 
share,  in  a  buyout.  Whispers  are  that  a 
Japanese  conglomerate  has  expressed 
interest  in  the  tobacco  division,  which 
makes  such  brand-name  cigarettes  as 
Camel,  Salem,  and  Winston. 

Apart  from  its  huge  cash  flow,  the 
Japanese  are  said  to  be  attracted  l>y 
Reynolds'  large  and  profitable  share  of 
the  cigarette  market  overseas.  It  pro- 
duces 55  brands  of  cigarettes  in  more 
than  160  countries.  In  the  U.  S.,  Rey- 
nolds accounts  for  30"'  of  the  market. 
'BIDDING  WAR.'  One  New  York  invest- 
ment manager  maintains  that  Britain's 
B.\T  Industries  is  also  interested  in 
rir's  tobacco  operations.  B.a.t's  Brown 
&  Williamson  Tobacco  unit  is  the  third- 
largest  U.  S.  tobacco  maker  behind 
Philip  Morris  and  R.JR.  Its  products  in- 
clude Kent  and  Kool. 

A  West  Coast  money  pro  thinks  Kra- 
vis will  engineer  the  sale  of  tlie  tobacco 
unit  later  this  year — after  completion 
of  the  stock  reclassification.  He  says 
the  pattern  in  KKR's  style  strongly  sug- 
gests that  the  sale  is  in  the  works.  "If 
KKR  isn't  getting  the  full  value  from  its 
investment,  it  looks  for  attractive  alter- 
natives." Kravis,  he  notes,  has  waited 


KRAVIS  OF  KKR:  WILL  THE  DEALMAKER  SELL 
THE  CASH-RICH  TOBACCO  UNIT? 


long  enough  and  predicts  that  once  it 
gets  out  that  Reynolds  is  for  sale, 
"we'll  see  an  interesting  bidding  war." 

Dean  Barr,  chief  investment  officer 
at  LBS  Capital  Management  in  Safe 
Harbor,  Fla.,  has  been  accumulating 
PJR  shares  because  he  believes  they 
have  hit  bottom  and  the  possibility  of  a 
Kravis  tobacco  deal  makes  the  stock 
very  enticing.  "Our  artificial-intelli- 
gence-based indicators  suggest  strong- 
ly that  R-JR's  stock  is  vastly  mispriced, 
and  could  go  to  12  over  the  next  six 
months  even  before  any  tobacco  deal." 
Kravis  and  KKR  declined  comment. 


...  AND  A  DRUG  MAY 
HELP  SMOKERS  QUIT 


Obviously,  widespread  health 
concerns  over  cigarette  smok- 
ing is  a  big  part  of  the  reason 
why  llJR's  stock  has  not  done  better.  It 
is  also  one  reason  why  DynaGen,  a 
small,  emerging  biotech  company,  has 
attracted  some  big  players.  The  compa- 
ny, which  has  yet  to  earn  a  nickel,  has 
developed  a  product  that  it  hopes  will 
enable  smokers  to  say  no  to  cigarettes 
without  having  to  use  nicotine-based 
antidotes,  such  as  the  patch. 

Like  other  biotechs,  DynaGen  shares 
have  been  clobbered,  from  TVa  in  Janu- 
ary to  5%  on  Mar.  31.  But  some  fund 
managers  have  taken  advantage  of  the 
drop  to  buy  into  DynaGen. 

Dr.  Daniel  Hamilton,  a  biotech  con- 
sultant to  R.\.S  Securities,  predicts  that 
the  company's  antisnioking  product, 
NicErase.  will  be  a  blockbuster  drug. 
He  expects  DynaGen  to  start  by  May 


the  final  clinical  test  for  NicEras 
non-nicotine  and  nonaddictive  smol 
cessation  product.  The  test  will  be 
ducted  by  Dr.  John  Hughes,  profe 
of  psychiatry  and  director  of  the  j 
hoi  &  Drug  Abuse  Clinic  at  the  Un 
sity  of  Vermont. 

In  the  phase-two  test,  NicE 
showed  no  adverse  effects  even  an 
patients  who  continued  to  smoke,  r 
Hamilton.  NicErase  is  administ 
through  weekly  injections  for 
weeks.  It  has  several  advantages 
says.  "Health-care  clinics  and  p' 
cians  will  prefer  the  NicErase  over 
otine-based  products,  particularly 
patients  with  coronary  and  arterial 
ease  problems  that  could  be  aggn 
ed  by  an  exposure  to  nicotine." 
Ei-ase,  he  says,  contains  an  ingrec 
that  binds  itself  to  the  brain's  nic( 
receptor,  which  eventually  suppre 
the  craving  for  nicotine. 


A  STOCK  WITH 
20/20  VISION 


One-time  member  of  the  1 
Olympic  fencing  team  Jim 
cher  is  mighty  proud  of 
sterling  sports  record.  But  these  c 
he's  walking  tall  about  another 
cord — as  a  money  manager.  Mek 
pr-esident  of  the  $100  million  Bale 
Capital,  posted  an  Olympian  69'' 
compounded  annually  over  the 
two  yeai's  vs.  the  S&p's  159^  gain 
far  this  year,  it's  up  13/^ — way  al 
of  the  major  market  averages, 
forte:  focusing  on  "unusual-situat 
stocks. 

That's  the  reason  he  has  been 
ing  shares  of  Benson  Eyecare,  a  : 
growing  company  that  owns  more  i 
200  ophthalmic  dispensaries  in 
states.  Benson  shares  have  been 
leaping  from  3 'A  a  share  in  late 
vember  to  7%  on  Mar.  30. 

The  company  was  called  Ehi 
Bober  Financial  before  it  acquired 
eye-care  companies,  Benson  Op 
and  Pembridge  Optical  Partners,  in 
tober,  1992.  Since  then,  it  has  agree 
accjuire  six  other  eye-care  compa 
with  combined  sales  of  $100  millioi 

Benson  posted  a  47$  loss  last  y 
But  Melcher  expects  the  compan; 
eai'n  40$  a  shar'e  this  year  and  al 
70$  next  year.  The  big  jump,  he  s 
will  come  from  more  acquisiti( 
which  will  enable  Benson  to  becon 
major  provider  of  eye-care  services 
Benson  is  able  to  maintain  its  curi 
rate  of  growth,  says  Melcher.  the  s1 
could  double  in  a  year. 
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During  the 
National  Minivan  Sale, 
the  more  options 

you  pick, 
the  more  savings 
you  pick  up. 


jet  $500  cash  back  on  America's  most  popular  minivan. 

It's  easy  to  tit  your  family  into  a  Caravan.  And  with  $500  cash 
:;k,  it's  easy  to  fit  a  Caravan  into  your  family's  budget.  During  the 
•dona!  Minivan  Sale,  the  cash  hack  is  just  for  starters. 

Save  up  to  $1,000  in  equipment  packages. 

America's  best  selling  minivan  is  also  available  with  all  kinds 
package  savings.  And  that  can  mean  from  $857  to  $1,000 
ised  on  MSRPs  of  items  if  sold  separately).  So  you're  way 
ead,  even  before  you've  heard  our  latest  eiffer. 

Now  save  even  more  on  luxury  and  safety  options. 

Now,  during  the  National  Minivan  Sale,  you  also  get  the  benefit 


1993  Dodge  Caravan  ES 


of  some  very  big  discounts  on  some  of  our  most  popular  options 
Our  integrated  child  safety'  seats,  quad  command  buckets  or 
leather  trim,  \ot  instance.  Add  anti- 
lock  brakes  and  a  CD  player.  Give 
yourself  a  luggage  rack  and 
sunscreen  gla.ss,  too. 

It  you've  been  waiting  to  buy  a 
Dodge  Caravan,  your  timing 
couldn't  be  better.  Whether  it's  our 
affordable  Family  Value  model. 
All' Wheel  Drive  model,  sporty  ES  or  Grand  Caravan.  TT~ie 
more  options  you  buy,  the  more  money  you  save. 


$500  Cash  Back 
+  Package  Savings 

up  to  $1,000 
+  Option  Savings 
up  to  $1,100 


Total  up  to  $2,600 


The  Minivan  Store^  M  Your  Dodge  Dealer 


See  limited  warranties  at  dealer,  exclusions 
-i^  and  restrictions  appl>.  tDependmg  on  model. 


We  know  how  to  help. 


To  buy  or  lease,  see  ymir  Dodge  dealer  RuckL-  up  jor  safety. 


nformation  Processinj 


INFORMATION  MANAGEMENT  I 


CONSULTANT, 
REENGINEER  THYSELF 


With  rivals  circling,  Andersen  widens  its  reach 


It's  the  kind  of  situation  that  Ander- 
sen Consulting  thrives  on:  A  com- 
pany is  a  leader  in  its  S41  billion 
market.  Competitors,  multiplying  and 
growing  tougher  by  the  day.  are  get- 
ting in  its  way.  Technology'  is  advancing 
and  customer  demand  shifting,  so  the 
entire  market  is  roiling  with  change. 
What  should  the  company  do? 

In  case  you  haven't  guessed,  the  com- 
pany at  the  crossroads  is  Andersen  Con- 
sulting itself.  This  is  by  no  means  a  cri- 
sis. Indeed,  if  the  consulting  group 
achieves  the  83.3  billion  in  revenues  it 
projects  for  this  year,  it  will  have  dou- 
bled since  splitting  off  from  the  accotmt- 
ing  firm  Aithitr  Andersen  &  Co.  in  1989. 
Its  enviable  reputation  and  client  list 
make  it  one  of  the  world's  premier  com- 
puter consultants.  And  Andersen  Con- 
sulting has  steadily  expanded  its  global 
reach,  now  garnering  54%  of  revenues 
overseas. 

'BREAK  AWAY.'  But  its  ascent  is  slow- 
ing. Last  year,  it  actually  lost  ground: 
Its  revenues  grew  16%,  while  the  overall 
market  expanded  by  about  19%.  accord- 
ing to  market  researcher  Dataquest  Inc. 
This  year,  the  company  should  just 
about  match  industry  growth.  The  prob- 


lem is  that  every- 
body's getting  into  An- 
dersen's act.  In  addi- 
tion to  its  usual  rivals, 
such  as  General  Mo- 
tors' Electronic  Data 
Sj^stems  subsidiary- 
and  France's  CAP  Gem- 
ini Sogeti.  computer 
makers  such  as  IBM 
and  Unisys  are  push- 
ing hard  into  systems 
integration  and  "out- 
sourcing," which  in- 
volves taking  over  a 
client's  information  systems. 

So  what  is  the  consultant's  ad\ice  to 
itself?  It's  pushing  into  more  abstract 
levels  of  service,  such  as  management 
consulting  and  business  process  reengi- 
neering.  By  mo\ing  into  these  areas— the 
stronghold  of  such  companies  as  McKin- 
sey  &  Co.  and  Boston  Consulting  Group 
Inc.— Andersen  hopes  to  achieve  greater 
influence  with  clients  as  they  plot  high- 
level  strategies.  That  in  itself  will  add 
revenue  and  will  also  lead  to  more  tradi- 
tional computer  consulting  jobs  I  chart  I. 
Andersen  will,  says  George  T.  Shaheen, 
the  firm's  48-year-old  managing  partner. 


THE  COMPUTER  SERVICES  SPEaRUM 


WHERE  THE  CONSULTANTS 
ARE  CONCENTRATING 


MANAGEMENT 
CONSULTING 


OPERATIONS 
STRATEGY 


TECHNOLOGY 
STRATEGY 


SYSTEMS 
INTEGRATION 


FACILITIES 
MANAGEMENT 


ANDERSEN  CONSULTING 


COMPUTER  SCIENCES 


McKINSEY 


BOSTON  CONSULTING 


BOOZ  ALLEN 


DIGITAL  EQUIPMENT 


CAP  GEMINI  SOGETI 


DffltBlKillESSWEEl' 


UNISYS^ 


"break  away  from  the  pack  of  com 
tors."  IBM  and  other  rivals  are  als( 
panding  their  ser\ices,  but  "Ande 
is  the  furthest  along,"  says  Robert 
big.  chief  information  officer  for  P 
Cola  USA. 

Shaheen  insists  Andersen's  all-ir 
approach  has  great  appeal  becausi 
ents  are  betting  i 
heavily  than  eve 
technology.  Scrap 
old  procedures  an 
engineering  a  bus 
is  often  necessary 
to  survive  in  to( 
global  markets.  A 
sumer-goods  com] 
for  instance,  ma 
forced  to  imp 
quality,  enhance 
tomer  service, 
-lash  costs— all  in 
:;'o.  The  technc 
makes  that  pos 
but  is  "not  a  sol 
in  and  of  itself,' 
serts  Shaheen. 
nolog}'  has  to  be  integrated  with  a 
pany's  strategy-,  people,  and  bus; 
processes." 

TWO  BREEDS.  He  points  to  the  gaii 
uc.AR  Carbon  Co..  based  in  Clarks 
Tenn.  Beset  by  cutthroat  pricing 
outmoded  production  methods,  the 
er  of  graphite  and  carbon  products 
Andersen  in  1991  to  help  it  reengi 
UCAR  got  rid  of  entire  assembly 
and  formed  new  worker  teams  in  n 
facturing.  order-processing,  and  ( 
areas— all  made  possible  by  inform 
systems  Andersen  designed.  Now, 
longer  takes  as  long  as  two  weeks 
input  from  a  half-dozen  departmen 
get  price  quotes;  one  employee  w 
computer  can  respond  within  min 
LCWR's  network  also  automatically 
the  W'heels  in  motion  to  refresh  cu5 
er  inventories  when  needed. 

The  payoff,  up  to  now:  Produ 
cjxles  ha\'e  been  halved,  to  45  days 
costs  reduced  by  20%.  Indeed,  th 
suiting  savings  paid  off  the  cos' 
the  whole  project,  including  Ander 
fee,  in  less  than  a  year.  Says  Willis 
Wiemels,  ucar's  \ice-president  for 
operations:  "The  results  are  not 
short  of  spectacular." 

Still.  Andersen's  success  is  har( 
given.  First,  there  may  be  frictioi 
tween  its  technology  and  managei 
consultants,  who  are  two  distinct  bi 
of  cat.  Management  consultants  bil 
at  twice  the  rate  or  more  of  the 
ies— as  much  as  S.500  an  hour.  vs.  £ 
S200— which  could  lead  to  disp 
among  Andersen  partners  over  p 
distributions.  Savs  Melv\Ti  E.  Bergs 
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INF0R//AT10N  PRO* 


\Vfe  can  getyou 

out  of  the 
worst  of  times 

in  the 
best  of  times. 


Introducing  the  "5-minute  AUa^  800 Assurance  Policy" 


iiid  we'll  stay  on  the  line  with  you 
w  hole  time  until  you're  back  in 
cii  with  your  customers.  AT&T's 
v  'S-minute  800  Assurance  Policy" 
ii  antees  that  if  a  problem  (even 
11]  )ment  trouble  or  an  XTXT 
ce  flood )  prevents  you  ^QQ 
11  getting  your  800  calls, 


t  R  V  I  C  F 


we'll  reroute  those  calls  to  a  working 
phone— or  to  a  personalized  an- 
nouncement—within 5  minutes.'-' 
And  we're  so  confident  thai  our  net- 
work is  the  most  reliable  that  if  the 
problem  is  ever  related  to  AT&T  we'll 
pay  for  ycuir  800  calls  and  monthly 
service  charge  while  calls  are  being 


rerouted.  It's  one  more  reason  this  is 
the  best  of  times  to  choose  the  best 
800  service.  AT&T.  For  more  info, 
call  1800 222-0400. 

The  "5-minute  AT&T  800  Assur-  ^ 
ance  Polic  y."  One  of  the  800  reasons 
to  choose  AT&T  800  Service. 

AT&T.  The  Best  in  the  Business. 


3  AT&T 

iT  MEGACOM*  800  Service  and 

800  Gold^  Ser  vice  -  Nodal  customers  will  need  to  preplan  rerouting  options 
not  apply  to  AT&T  Signature'"  800  Service  International  800.  MEGACOM  only. 


AT&T 


Proof  That  Some  Junk  May 
TUm  Out  Quite  Valuable 


spartan  High 
Jncome  Fiiad 


8.90° 

30-day  Yield'  (ended  2/8/93) 


Comfortable  with  tlie  greater  risks  of  low 
quiility  bonds?  Now  may  be  the  time  to  con- 
sider investing  in  Spartan®  High 
Income  Fund. 

•  Built-in  fund  diversification  can 
reduce  the  risk  of  owning  individual 
bonds. 

•  Fidelity's  Spartan  Approach®  is 
designed  to  maximize  yields  by  mini- 
mizing expenses.' 

Visit  a  Fidelity  Investor 
Center  or  Call  24  Hours 

1-800-544-8888 


21 .49"^ 

1-Yr  Total  Return' 
(12/31/91-12/31/92) 


% 


22.94 


Avg  Annual  Return' 
(8^^9/90-12/31/92) 


FMelity 


Inuestments' 


Minimum  investment:  $10,000.  For  more  cmiiplelf  mfomiation,  including  management  fees  and  transaction 

expenses,  call  or  wnle  for  a  free  prospeclus.  Read  il  carefully  before  vou  invest  or  send  money-  There  is  a  1% 
redempuon  fee  on  shares  held  less  than  2~0  days  'Total  returns  are  historical  and  include  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains.  Share  price,  yield  and  return  vary  so  you  may  have  a  gain  or  a  loss  when 
you  sell  vour  shares.  'If  your  account  tialance  is  less  than  $S0,0()(),  transactions  vou  make  reduce  your  yield,  Fidehty 
Distributors  Corporation  CODE:  ew/SPH/041293 


"I've  hnnii^lit  aloiii^  Dr.  Pitohiii.  He  always 
lhi\  a  more  opiiDiistic  seeoinl  opinion.'" 


HERE'S  OUR  ADVICE.  For  better,  long-term  findiicial  health, 
common  stocks  may  well  be  the  answer. 

For  long-term  growth  the  Berger  100  Fund  offers  an  ideal  vehicle 
to  clollar  cost  average  into  what  we  think  are  the  best  of  the  current, 
faster  growing  companies. 

The  Berger  101  Fund  tends  to  own  larger  companies  which  have 
reached  the  dividend-paymg  stage  and  is  quite  diversified  internationally. 

Please  call  for  a  prospectus  and  study  it  carefully  before  investing. 

Berger  Associates,  Inc.  •  (800)  333-1001 


a  former  Andersen  partner  who' 
vice-chairman  of  systems  intej 
Technology  Solutions  Co.:  "Getting 
people  to  work  together  is  impos 
Shaheen  denies  any  such  problem 

More  significant  is  the  dange 
clients  may  balk  at  the  one-stop 
ping  idea  and  use  several  top  s 
ists.  UCAR,  for  instance,  used  Am 
and  others  for  training.  "We  wouL 
to  gravitate  to  a  firm  with  experti; 
specific  area,"  Wiemels  says,  ' 
would  find  it  very  hard  for  any  c( 
ing  firm  to  have  expertise  in  all  £ 

Shaheen  concedes  that  Ander 
not  yet  tops  in  every  area,  partic 
in  management  consulting.  But  An 
has  plucked  several  hundred  se? 
consultants  from  McKinsey,  BC( 
other  top  finns  over  the  past  few 
That  in  itself  is  a  big  break  fro 
firm's  long  tradition  of  growing  tal 
house.  Andersen  is  renowned  f 
cruiting  eager  college  grads  eael 
and  luolding  them.  These  legions  i 
sultants,  using  the  same  practic( 
wielding  the  same  skills  arour 
world  are  "the  absolute  cornerst 
Andersen  Consulting,"  says  form( 
dersen  partner  Victor  E.  Millar,  - 
now  president  of  Unisys'  system; 
gration  group. 

BACK  TO  SQUARE  ONE.  Still,  it's  th 
hires  who  must  help  Andersen  w 
nificant  management  consulting  jo 
Merck  &  Co.,  Anderson  has  beer 
ing  to  create  a  new  stand-alone  co; 
built  around  anti-ulcer  and  high- 
pressure  drugs  licensed  from  Sw 
Astra.  Merck  hired  the  firm  in  19! 
to  develop  the  unit's  informatio 
tems.  "But  Andersen  wanted  to  g' 
and  start  at  the  beginning,"  i 
Wayne  Yetter,  general  manager  of 
Merck.  With  Andersen's  prodding 
ideas  Ijecame  much,  much  boldt 
broader  than  the  original." 

The  upshot:  Astra  Merck  won" 
itself  to  licensing  just  Astra  pre 
And  instead  of  organizing  arounc 
tional  areas,  such  as  marketing, 
and  finance,  the  company  is  strui 
around  six  core  "processes,"  si 
product  development.  "The  foun 
for  everything  we've  done  in  thi 
year  is  [Andersen's]  ability  to  h' 
crystallize  a  new,  very  strong  v 
says  Yetter. 

Can  Andersen  realize  its  own  n 
sion?  Rivals  regard  its  prospect' 
skepticism  and  admiration.  Says 
Bergstein:  "If  anyone  can  do  it,  I 
sen  Consulting  can."  About  all  th; 
dersen  can  lie  sure  of  is  that  if  i 
succeed,  there  will  be  plenty  ol 
[letitors  feverishly  drafting  one-sto 
suiting  plans  of  their  own. 

By  Lois  Therrien  in  C 
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INFORMATION  PRi 


FREE  INFORMATION 
FOR  READERS  OF 

Busines^eek 


Want  more  infornintion  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 
2*  For  quick  response  call  our  toll-free  number, 
24  hours  -  7  days  a  week: 
1-800-356-8855 

Order  code  #  BW0412R 
Or, 

3*  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 


FINANCIAL  PRODUCTS 
AND  SERVICES 

1.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

2.  Amoco  Chemical 
Company 

3.  Canon  Plain  Paper  Fax 

4.  Charles  Schwab  &  Co., 
Inc. 

5.  Consolidated 
Freightways 

6.  Equitrac  Corporation 

7.  Marriott  Corporation 

8.  Royal  Copystar 


9.  Sharp  Electronics  Corp. 

10.  Unisys 

AREA  DEVELOPMENT 

11.  Government  of  Quebec 

12.  Hydro  Quebec 
MUTUAL  FUND  UPDATE 

13.  GT  Global  Mutual 
Funds 

14.  Janus  Funds 

15.  The  Berger  100  Fund 
and  The  Berger  101 
Fund 

16.  T.  Rowe  Price  Tax-Free 
Insured  Intermediate 
Bond  Fund 


MATERIALS  I 


SUPERCONDUCTORS 
RUN  INTO  RESISTANCE 


Technical  snags  mean  it  will  be  years  before  they  hit  the  market 


Grant  C.  Bennett  knows  what  it's 
like  to  be  so  near  and  yet  so 
far.  His  company,  Ceramics  Pro- 
cess Systems  Corp.,  has  a  ground-break- 
in^  way  to  make  superconducting  wires 
that  carry  electricity  with  no  I'esistance. 
But  they  aren't  I'eady  for  market,  and 
Ceramics  Process  is  hvu^tiuK:  It  has  lost 
$6.3  million  since  VM),  and  its  $6  million 
federal  research  contract  has  ended.  So 
Bennett  has  halted  superconductor  work, 
laid  off  11  of  his  15  re- 
searchers, and  switched 
the  rest  to  conventional 
wires  with  ready  markets. 
"Either  you  can  affoi'd  to 
address  fundamental  ma- 
terials issues,"  he  says,  "or 
you  look  for  nearer-term 
commercial  ai)plications." 

That  about  sums  up 
prospects  for  the  fledgling 
high-temperature  super- 
conductor (HTS)  industry. 
The  1986  discovery  of 
superconducting  coppei- 
oxides  by  two  IBM  scien- 
tists set  off  a  wave  of  eu- 
phoria. The  new  ceramics 
work  at  a  balmy  -392F, 
which  is  41  degi'ees  higher 
than  their  preclecessors,  al- 
loys of  the  rare  metal  nio- 
bium. They  can  be  cooled 
by  cheap  licjuid  nitrogen 
instead  of  pricey  hydro- 
gen, a  key  to  commercial 
viability.  So  researchers 
envisioned  superefficienl 
transmission  lines  and 
electronic  products  by  the 
mid-1990s.  That  encour- 
aged investors  to  fund 
startups  and  Washington 
to  spend  $.534  million  over 
four  years  on  HTs  research 
and  development. 

The  forecasts  were  far 
too  optimistic,  though. 
"We  gave  it  five  years, 
and  it  still  looks  five  years 
out,"  says  James  N.  Hol- 
ienhor-st,  the  Hewlett- 
Packard  manager  who  in 
December  halted  the  larg- 


est U.  S.  corporate  HTs  effort.  IBM, 
American  Telephone  &  Telegraph,  AT&T 
Bell  Labs,  and  Bellcore  have  slashed  HTS 
spending.  Among  the  dozen  or  so  hts 
startups.  International  Superconductor 
Corp.  has  closed,  and  CPS  and  Xsirius 
Superconductor  were  folded  into  their 
parent  companies.  Others  "are  running 
out  of  steam,"  says  Frank  Patten,  direc- 
tor of  superconductor  research  at  the 
Advanced  Research  Projects  Agency 
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LEAPING  SUPERCOKDUaOR  STARTUPS 

Ifiese  companies  are  trying  to  hold  on  until  better  high-temperature 
superconductors  (HTS)  can  create  markets 


AMERICAN 
SUPERCONDUGOR 


Raised  $22.3  million  in  1991  IPO.  Has  sold  the 
European  rights  to  its  HTS  wire  technology 


CERAMICS 
PROCESS  SYSTEMS 


Shifting  HTS  wire  work  to  nonsuperconducting 
ceramic  fiber  used  used  in  ultrasound  machines 


CONDUaUS 


Developing  packaging  for  semiconductors 


ILLINOIS 

SUPERCONDUGOR 


Marketing  liquid-nitrogen  sensor  used  to  cool  mag- 
netic-resonance imaging  machines 


SUPERCONDUGOR 
TECHNOLOGIES 


Raised  $15  million  in  March,  1993,  IPO.  Using  HTS 
in  making  chip  packages 

DATA:  BUSINESS  WEEK 


(ARFA),  whose  $37.5  million  annua 
get  for  HTS  research  will  end  ir 
under  a  nine-year  program  limit 
it  up,  and  the  U.  S.  could  lose  it 
lead  to  the  Europeans  and  Japane 
MODEST  NICHES.  Technical  snags  a 
big  problem.  Researchers  can  mal 
wires  and  films  reliably.  But  the 
ability  to  carry  current  drops  i 
jjresence  of  magnetic  fields  such  as 
in  electric  motors:  The  be.st  HTS 
carry  66,000  amperes  per  square 
meter  vs.  the  100,000  that  are  n( 
HTS  wires  "are  not  long  enough,  fl 
enough,  or  cheap  enough,"  says 
W.  Bray,  manager  of  the  HTS  progi 
General  Electric  Research  Center  i 
kayuna,  N.Y.  Beyond  that,  the  c 
miniature  coolers  hinders  developn 
blazing-fast  HTS  computer  chips. 

With  their  two  best  potential 
kets  on  hold,  the  startups  are  de 
survival  strategies.  Despite  hts 
l)acks,  some  investo 
still  !)et  on  the  techr 
On  Mar.  9,  Superci 
tor  Technologies  In( 
in  Santa  Barbara, 
raised  $15  million  in 
itial  public  offerin< 
sold  27%  of  the  cor 
Conductus  Inc.  in  ^ 
vale,  Calif.,  is  also  c 
ering  a  puldic  off 
Both  were  l:)uoyed  I 
example  of  Am 
Superconductor 
which  raised  $22.3  i 
in  1991  and  today  ( 
a  $100  million  mark 
ue— despite  cumi 
losses  of  $17.5  millic 
These  companie 
counting  on  niche  m 
for  now.  STI  is  ex\ 
HTS  sensors  as  re 
ments  for  low-tempe 
superconductors  u; 
magnetic-resonance 
ing  (MRI)  machine: 
makers  such  as  Phili 
interested,  since  HI 
sors  could  help  pr 
sharper  images.  C( 
tus  plans  to  market 
sion  of  its  $2,000  ( 
educational  kit  to  te; 
searchers  al)out  sup 
ducting  and  ma 
fields.  Illinois  Sup 
ductor  Corp.,  a  spir 
Argonne  National  '. 
atory,  is  selling  a 
HTS  sensor  that  g 
the  level  of  liquid 
gen  in  the  tanks  r 
to  cool  supercondi 


SCIENCE  &  TEC 


;  ^inall  l)usine.ss,  hut  a  real  one," 

president,  Ora  E.  Smith, 
•iiitime,  Uu  Font  Co.,  a  rare  hi^ 
■Alum  that  still  likes  HTS  research, 
I  modest  cash  flow  soon  from 
I  inducting  "thin  films"  sold  to  mil- 
Icclronics  designers.  One  HTS  film 
ilistitute  foi'  numerous  metal  lay- 
;hc  guts  of  radar  systems,  for  in- 
i,  leading  to  cheaper  and  more 
ict  radar.  STI  and  Conductus  are 
,.ing  packaging  devices  instead  of 
These  are  sophisticated  versions  of 
terpillar-like  plastic  enclosures  that 
1  computer  chip  and  ferry  infor- 
a  to  and  from  it.  Superconductors 
speed  that  flow.  If  nothing  else, 
liches  may  help  HTS  companies  do 
R&D  until  advances  reignite  the 
Ceramics  Process  Systems'  four 
ning  scientists  are  applying  the 
d  (Mass.)  company's  wire-making 
)logy  to  piezoelectric  fibers  that 
rt  mechanical  energy  to  electrical 
s  in  ultrasound  machines.  If  HTS 
nds,  "we  could  again  pursue  it," 
;eo  Bennett. 

iNG  AWAY.  Abroad,  by  contrast, 
merates  such  as  Japan's  Sumitomo 
jshiba  are  still  plowing  money  into 

In  Germany,  powerhouses  BASF, 
ns,  and  Hoechst  are  tai'geting  util- 
id  electric-motor  uses.  These  gi- 
re  even  helping  fill  the  U.  S.  fund- 
acuum.  In  February,  American 
conductor  sold  European  wire-mak- 
id  marketing  rights  to  a  joint  ven- 
t  formed  with  Hoechst.  And  last 
BASF  began  an  HTS  wire  venture 
\rgonne  National  Lab. 
!  goal  of  these  efforts  and  those 
uing  in  the  U.  S.  is  to  chip  away  at 
;chnical  roadblocks.  Researchers 
eep  HTS  wires  from  "quenching," 
.  superconducting  in  the  presence 
jnetic  fields,  by  lowering  tempera- 

The  problem:  extra  refrigeration 

To  improve  the  wires'  current- 
ing  capacity,  researchers  at  Ar- 

Labs  are  learning  to  immobilize 
3tic  waves  called  vortices,  which 
srupt  superconductivity.  Scientists 
where  are  still  trying  to  figure 
as  well,  what  properties  make 
conducting  materials  work  in  the 
ilace.  Without  a  lucky  break,  in 

any  progress  will  be  grudging 
ard-won. 

/ernment  funders  are  trying  to 
'esearch  going— while  making  sui'e 
lone  as  efficiently  as  possible.  Be- 
g  this  year,  the  Energy  Dept.  will 
■se  a  total  of  $4.5  million  in  new 
to  superconductor  companies  that 
to  work  closely  with  federal  labs 
'S.  With  commercial  markets  far 
^en  this  modest  aid  could  be  a  re- 
!  for  some  of  the  industry's  belea- 
d  startups. 

By  Gary  McWilliarns  in  Boston 


For  the  long  term, 
think  Growth. 


Growth  Investors 


Value  on  December  31,  1992-^294,776 

Average  Annual  Total  Return 
20  Years  18.42% 
10  Years  16.35% 
5  Years  17.98% 
1  Year  (4.27%) 


If  you  had  invested  $10,000  in 
Twentieth  Century's  Growth 
Investors  fund  in  1972,  your 
investment  today  would  be 
worth  $294,776!  For  more 
complete  information  about 
Twentieth  Century,  including 
charges  and  expenses,  call  for 
a  free  prospectus.  Please  read 
the  prospectus  carefully 
before  investing. 


SlLlOOO  invfstinent  on  Decmeber  31  1972 


1-800-345-2021 

Data  quoted  represents  past  performance  and  assumes 
reinvestment  of  alf  distributions.  Investment  return  and  prin- 
cipal value  will  fluctuate,  and  redemption  value  may  be  more 
or  less  than  original  cost 


M  L  1  U  A  L     1-  L  N  1)  : 


P.O.  Box  419200,  Kansas  City.  MO  64141-6200 


No -Load  Family  of  Funds 


781  Fiftli  Avenue,  N.Y.,  NY  10022 
Reservations:  800-247-4377 
212-355-2800  •  Fax  212-319-4306 


.  TECHNOLOGY 


BUSINESS  WEEK/APRIL  12,  1993  91 


COMPLETE 
1386''"  SX 
33MHz  SYSTEM 


$999. 


NO,  IT'S  N01 
ATYPa 


SAVE  $200 


DELL  PERFORMANCE  SERIES  3335/L 
BUSINESS  LEASE  $37/MO 
Contrary  to  many  systems  you  see  advertised  for 
under  $1,000,  ours  comes  complete  with  a  VGA 
color  monitor  (14"  640  x  480,  31mm|.  Plus  an 
80MB  hard  drive  Plus  2MB  RAM  Plus  one  diskette 
drive  Plus  MSDOS,"  Microsoft"  Windows  31,  and 
a  mouse  Plus  3  ISA  expansion  slots.  Plus  256KB 
video  RAM,  Quite  a  few  pluses,  wouldn't  you  say2 


ULl  AND  ORDER  TODAY.  OFFER  EXPIRES  4/30/93. 


There's  no  mistake  ahi>ut  it.  For  a 
limited  time  yoii  can  ^et  the  fastest 
Deir  386SX  made  for  under  $1,000. 
(That's  a  savin|4s  ot  up  to  $200.) 
And  it  comes  tiilly  configured  with 
a  VGA  color  monitor. 


(SORRY  COMRAQ4 

Wliat's  more,  you  i^et  guaranteed  on- 
site  service,''  and  technical  support 
24  hours  a  day,  7  days  a  week- with 
.guaranteed  telephone  response  in 
imder  fi\e  minutes?  All  of  which 
sh(  >uldn't  surprise  you  since  we  were  the 
winner  of  the  Dataciuest'  Custt)mer 
Satisfaction  Sun'ey,  helping  us  hecome 
the  thin.1  largest  inelustry-standard  PC 
company  in  the  world. 

Speaking  of  fast,  take  aelvantage 
ot  our  (.|uick  shipment  program. 
Tliat  way  you  can  recei\'e  your  new 


system  within  three  days  of 
orderuig  it. 

So  call  and  order  today.  Offer 
expires  4/30/9  3.  Which  is  one 
thing  in  this  ad  Compac}  will  he 
happy  tti  hear. 


D0LL 

800-2254895 

WHEN  CALLING,  PLEASE  REFERENCE  #11119. 

HOURS  7AM-9PM  CT  MON-FRI, 
8AM-4PM  CT  SAT,  10AM-3PM  CT  SUN. 


'QuannUecs  available  in  VSA  unly  for  renistercd  mmiers  of  Oell  Performance  Seric-s  .svsteTn.s  purchased  after  7/1/92.  bor  a  cort\pletc  copy,  please  call  our 
TcchFax'"  line  at  1-H00'950'1329  m  tvrite  Dell  VSA  L.P..  9505  Arboretum  Bird..  Aw.s tin  TX  78759-7299.  Attention  Quarantees.  lu:,LKm^  arrarwd  hy  U-asin^ 
<  jhiN/',  Iru  H  )ri-\i(c'  ■service  fmividcd  hy  BancTec  \cr\ni:c  L\nptnaU(in.  t.Jn-siic  sfu'itc  7)uiv  run  he  avutluhlcin  Lcnain  rannic  luaiicins  The  Jmcl  imidc  hii^ii  is  n  rc^i\h-red 
nddanark  itnd  li^ti  (\  a  inuiemurk  of  IniA  L'.irrfyi)Uiu<iu  MS-/  K  )N  ii»ui  MuTfjso/r  arc  rcf^sicrcd  iradcmarks  nf  Mitrmd/r  (  mjxrtdtd/ii  i  \7/  Jni/ainis  innlmciary  interest  in  the 
inark\  and  names  nf  miters  })cH  ( 'innpuicr  ( 'i)r\>inauiin  All  nq/us  reserved 


elopments  to  Watc 


Ej  Y  WILLIAM  D.  MARBACH 

riMERS  MAY  KEEP 

f  MIC  CAR  ENGINES  REVVING 


The  ceramic  automo- 
bile engine  is  one  of 
those  advances  that  al- 
ways seems  five  years 
away.  Such  engines 
would  be  far  lighter 
than  today's  motors,  and 
the  ability  of  ceramics  to 
withstand  heat  means 
they  wouldn't  require 
power-robbing  cooling 
systems.  So  they  should 
produce  big  boosts  in 
performance  and  effi- 
ciency. But  development 
stalled  because  today's  oils  don't  work  effectively 
inics,  especially  given  the  engine's  high  operating 
ires— up  to  1,8'OOF. 

.'irginia  Polyt-^chnic  Institute  engineer  Michael  J. 
Polish  engineer  Czeslaw  Kajdas  have  developed 
molecules  that  may  overcome  this  problem.  In  a  pro- 
li  d  tribopolymerization,  high  temperatures,  combined 
riion  against  ceramic  surfaces,  cause  the  molecules  to 
.  iners,  creating  a  slippery  film  on  the  engine's  moving 
long  as  the  molecules  are  resupplied,  the  film,  which 
w  ay,  is  constantly  replenished.  In  experiments  at  Vir- 
■c!i,  the  polymers  reduced  wear  by  up  to  987',  compared 
i|  )re  conventional  lubricants. 


LITY:  WHAT  MOTIVATES 
f  RICAN  WORKERS? 


iiany  companies  have  learned,  managing  for  quality 
I  t  easy.  Now,  the  American  Quality  Foundation  in 
)i-k  City  is  kicking  off  a  program  to  help  industry.  The 
n,  dubbed  "The  Stuff  Americans  Are  Made  Of,"  is 
n  a  new  study  of  worker  attitudes  and  behavior  headed 
ihologist  G.  Clotaire  Rapaille.  Among  the  key  findings: 
ilike  Japanese  workers,  Americans  aren't  interested  in 
small  step-by-step  improvements  to  increase  quality, 
ant  to  achieve  the  breakthrough,  the  impossible  dream, 
y  to  motivate  them:  Ask  for  the  big  leap,  rather  than 
'  steps. 

hange  is  a  threat  to  Americans  when  imposed  from 
)ut  can  be  positive  if  workers  feel  they  can  control  it. 
)re,  managers  should  talk  to  employees  about  the  gen- 
al  and  get  them  to  suggest  the  changes  necessary  to 
it. 

hereas  the  Japanese  tend  to  be  methodical  and  rational 
relentless  drive  to  improve  things,  Americans  are  more 
lal.  To  improve  quality,  it's  necessary  to  get  U.  S.  work- 
'eel  they  have  a  personal  stake  or  are  achieving  things 
tally. 

•ight  rewards  are  important,  too.  Instead  of  presenting 
)ne-like  plaques  that  imply  the  work  is  over,  Rapaille 
es,  companies  should  reward  employees  with  a  new 
■it  will  help  them  do  their  jobs  better — a  laptop  comput- 
example.  Although  workers  say  they  would  prefer 
i,  rewarding  them  with  a  new  tool  results  in  better 
lance,  the  study  says. 

mericans  learn  by  making  mistakes.  So  it  doesn't  work 


when  managers  demand  that  workers  get  it  right  the  first 
time.  The  other  problem  with  perfection  is  that  Americans 
view  it  as  a  dead  end.  Consequently,  "zero-defects"  carries  a 
negative  connotation.  Instead,  there  has  to  be  a  mechanism  for 
spreading  news  of  mistakes  and  the  lessons  learned  from 
them,  so  that  everyone  benefits. 


TURNING  JUMBO  MOLECULES  INTO 
CHEMICAL  FACTORIES 


For  materials  science,  March  rolled  in  with  a  surprise  and 
went  out  with  an  even  bigger  one.  First,  a  team  headed  by 
Yale  University  chemist  Martin  Saunders  made  an  intriguing 
discovery  about  buckyballs.  When  the  soccer-ball-shaped  mole- 
cules are  heated  to  more  than  1,H2F,  a  door  opens.  Through 
it,  a  few  atoms  can  be  stuffed  inside  the  carbon  spheres, 
making  it  possible  to  combine  elements  that  cannot  be  joined 
by  chemical  bonding. 

Then,  at  the  end  of  March,  University  of  Michigan  scientists 
unveiled  the  world's  biggest  hydrocarbon  molecule  at  a  meet- 
ing of  the  American  Chemical  Society  (ACS).  Also  spherical  in 
shape,  its  diameter  is  five  times  that  of  a  buckyball,  giving  it 
100  times  more  internal  capacity.  This  jumbo  molecule  can 
gobble  up  1,000  or  more  atoms— enough  to  make  it  useful  for 
delivering  drugs  to  target  organs  within  the  body,  says  chem- 
ist Jeffrey  S.  Moore,  who  led  the  Michigan  research. 

More  important,  it  should  be  possible  to  tailor  the  stuffing 
so  that  the  molecules  would  act  as  microchemistry  factories. 
One  of  Moore's  goals  is  to  develop  a  system  that  would  mimic 
plants  and  turn  sunlight  into  chemical  energy. 

Other  researchers  are  also  trying  to  build  jumbo  molecules 
for  microchemistry.  At  the  ACS  meeting,  Cornell  University 
chemists  reported  on  a  technique  for  growing  so-called  den- 
dritic polymers  that  repeatedly  branch  until  they  form  a 
sphere.  In  one  potential  application,  such  a  ball  has  an  exterior 
that  attracts  water  and  an  interior  that  repels  water.  This  may 
be  a  different  way  to  combine  two  ingredients  that  normally 
won't  mix,  such  as  oil  and  water. 


FROM  WASTE  TO  FUEL 
WITH  THAT  OL'  ZAP  MAGIC 


To  chemists,  scrap 
tires,  used  plastics, 
and  old  dashboards 
aren't  junk.  They're  car- 
bon-based refuse  that 
can  be  converted  into 
fuel  and  chemical  feed- 
stocks. Spokane  (Wash.) 
startup  Montana  Preci- 
sion Mining  Ltd.  is  co- 
developing  a  new  way  to 
handle  such  wastes.  In 
the  patented  Skygas  pro- 
cess, invented  by  A.  C. 
Lewis  of  Libby,  Mont., 
refuse  is  fed  into  an  oxygen-free  chamber  above  a  pool  of 
water.  When  zapped  by  an  electric  arc,  the  water  molecules 
form  "free  radicals" — highly  reactive  compounds  that  rapidly 
decompose  the  wastes.  High  temperatures  aid  the  process. 

The  resulting  fuel  gas  can  be  burned  to  produce  electricity 
or  used  to  make  methanol  or  ammonia.  MPM  says  the  process 
is  less  costly  and  uses  one-fourth  the  energy  of  conventional 
electric-arc  refuse  reactors.  Co-developer  SpA  of  Milan,  Italy, 
is  conducting  the  first  large-scale  tests. 
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BY  AMY  DoN<;N 


Planning 


FINANCIAL  HOUSEKEEPERS 
FOR  THE  ELDERLY 
R 


trrr.errioer   '.vr.er.  you 
v.-ere  a  kid  and  got  ex- 
.ciied  vs'hen  something 
in  the  maii  was  addressed  to 
you?  Since  I  took  over  my 
grandfather's  affairs  more 
than  a  year  ago.  those  days 
have  seemed  far.  far  away. 
Today  the  mail- 
box    bulges,    not  S;;^ 
just  vrith  my  let- 
ters,    but  also 
Grandpa's  m.edical 
bills.  medicare 
I'onns,  junk  ma£. 
tax  documents, 
insurance  fonns. 
and  bank  state- 
ments. It  never 
ends.  Sometimes 
it     seems  I'm 
soending  m.ore 
time  m^anaging  m-y 
grandfather's  lire 
than  miy  ovvn. 

Unfortunately.  I 
found  that  Grandpa's 
business  acum.en  faded 
long  before  "2is  health,  '^"hen 
I  stepped  in.  his  finances 
were  a  mess.  And  he  is  not 
alone.  As  miany  as  lOS  of  ail 
senior  citizens  require  assis- 
tance in  performing  basic  fi- 
nancial tasks.  The  need  in- 
creases as  people  age.  A 
National  Institutes  of  Health 
study  shows  that  24't  of  peo- 
ple 85  and  older  need  help 
managing  their  money— and 
this  age  group  is  growing 
faster  than  any  other.  The 
burden  of  these  statistic-s  of- 
ten falls  on  adult  children, 
who  must  nr.d  scarc-e  free  mo- 
ments in  their  bus^"  lives  to 
balance  an  extra  check'oook. 
decipher  insurance  policies,  or 
negotiate  with  creditors.  It's 
difficult  to  do  all  this  vrell.  I 
confess  that  I  still  haven't 
iound  tim.e  to  understand  my 
91-year-old  grandfather's 
medicare  paperwork. 
Pwesponding  to  the  nee<is  of 
teoDle  "iice  me.  a  new  breed 


01  so- 
cial serTlces 
is  evohing.  Under 
the  rabric  "daily  m.oney  m^an- 
agem.ent."  or  Din.:,  a  vdde  va- 
riety of  agencies  is  trying  to 
help  families  handle  the  finan- 
cial affairs  of  their  elderly 
m.em/bers.  Tne  field  is  snll  de- 
veloping and  largely  unre^- 
lated.  But  advocates  say  v.ith 
a  little  careful  research.  DV.y. 
can  be  a  godsend:  It  eases 
the  'ourdens  of  the  elderly 


Hew  PROGRAMS 
HELP  THE  AGED  COPE 
DAffir-AND  SPARE 
THEreCHnJ)REN 


those  of 
adult  children  if  they  take 
over  their  parents'  affairs. 

Daily  money  management 
is  ground-breaking  in  two  r^ 
spects:  First,  it  is  available 
to  middleincom.e  elders  whcee 
estates  might  be  too  sm.aU  to 
interest  a  bank  trust  officer. 
Second,  its  day-to-day  focus 
contrasts  v,ith  financial  plan- 
ning services  that  seek  to  op- 
timize investments  over  the 
long  term..  Services  offered 
by  this  new  kind  of  m.oney 
m.anager  are  far  from  stan- 
dardized. DlOf  is  a  catchall  for 
a  v.ide  %'ariety  of  tasks. 

For  example,  someone  who 
can  assist  with  mundane  fi- 
p.ancial  matters  is  often  useful 
to  those  v,ith  failing  eyesight 
or  other  health  problems.  This 


nCipm; 
its  the  hoi 
ularly  to  help 
pay  bills.  m.ake  ba 
posits,  prepare  and  i 
returns,  balance  checl 
and  handle  medical  in; 
claim-s.  The  client  sti] 
all  the  checks  and  ma 
decisions. 

01ECK  SIGNING.  Repp 

ti\'e  payees  ;a.<e  more 
sibOity.  In  addition  to 
bills  and  budgeting.  :h 
ager  receives  the  clie' 
efit  checks  from.  Socl 
ity  or  \'eterans  .Atfa. 
m.oritored  by  those  . . 
Although  regularly  c 
the  client,  the  manage; 
over  check  signing  a: 
bursem.ents.  With 
povrer  of  attorney, 
managers  can  even  act 
client's  agent  lo  sell  r 
tate  and  make  and  o 
investm.ents. 

If  the  cient  is  incaoa 


able   to  understand 
fining  on,  there  are 
ers  who  will  act  as 
ans  or  conservators, 
r  as  agents  of  a  court 
mistering  fiscal  affairs, 
l  it'  already  balancing  a 
s  checklxjok  and  pay- 
liills,  it  may  not  be 
■ )  decide  whether  one 
.  i  iMM  services  is  right 
r  family.  It  gets  tricky 
(111  suspect  an  older 
,  independent  and  vital 
w  ays,  is  slipping  with 
■  money  matters.  "Fi- 
V  very  private,"  says 
opkin,  who  directs  a 
services  program 
i|  by  the  Pittsburgh 
cncy  on  Aging.  "It's 
getting  an  illness, 
lU  can  see  the  symp- 
No  one  tells  you,  'I 
pay  a  bill,'  or  'I  wrote 
id  checks  this  month.' " 
lO  ACf.  It  can  be  crucial 
1  a  helping  hand  at  the 
time.  In  Los  Angeles 
y.  money-management 
ms  trigger  one-third  of 
iferrals  to  the  public 
an's  office,  the  place  of 
sort  for  California's  eld- 
i  need  of  assistance, 
f  you  live  far  from  your 
e,  a  few  key  questions 
jlp  determine  whether 
(box). 

16  areas,  usually  those 
irge  retiree  populations, 
istablished  daily  money- 
:ement  services.  But  in 
:ommunities,  these  pro- 
are  just  emerging  and 
lot  be  well-publicized, 
administration  on  Ag- 
lew  Eldercare  Locator 
:e  (800  677-1116),  the 
can  Association  of  Re- 
Persons'  Legal  Counsel 
i  Elderly  (202  434-2120), 
3thesda  (Md.)-l)ased  Ag- 
etwork  Services  (301 
08)  make  referrals, 
addition,  most  commu- 
have  access  to  a  federal- 
ided  Area  Agency  on 
■.  While  they  cannot 
endorsements,  local  pro- 
curt  investigators  can 
od  resources.  An  attor- 
■)ecializing  in  the  emerg- 
Id  of  elder  law  may  also 
some  ideas.  Even  em- 
's are  getting  involved. 
!  context  of  the  Family 
idical  Leave  Act  just 


signed  by  President  Clinton, 
large  corporations  are  start- 
ing to  view  elder  care  with 
the  same  concern  as  child 
care.  Companies  are  hiring 
consultants  to  give  referrals 
and  help  employees  make  eld- 
er-care decisions.  Check  your 
human  resources  department. 
CHECK  IT  OUT.  Be  a  wary  shop- 
per. These  agencies  will  save 
you  time  in  the  long  run,  but 
it  pays  to  do  extra  research 
in  the  beginning.  The  DMM 
field  draws  people  from  a 
wide  variety  of  backgrounds. 
Some  services  are  for-profit 
and  charge  an  hourly  fee. 
Others  are  nonprofit  and 
funded  by  charitable  founda- 
tions or  public  monies.  Some 
have  a  stable  history;  some 
do  not.  And  while  most  mon- 
ey managers  are  honest  and 
well-intentioned,  there  have 
been  cases  of  embezzlement. 

Check  references  carefully. 
Call  referral  services,  the 
Chamber  of  Commerce,  or  the 
Better  Business  Bureau.  Look 
for  a  manager  with  some  pro- 
fessional financial  experience 
or  a  graduate  education:  a  re- 
tired stock  broker  or  bank  of- 
ficer, a  professional  with  an 
MBA  or  CPA  training. 

If  the  service  is  for-profit, 
make  sure  fees  are  spelled 
out.  An  hourly  rate  between 
$45  and  $60  is  typical,  though 
some  agencies  have  sliding 
scales  based  on  ability  to  pay. 
Managers  usually  spend  one 
to  six  hours  per  month  per 


SOME  MONEY  MANAGEMENT 
SERVICES  FOR  SENIORS 


THE  CATHEDRAL  PROJECT 
URBAN  JACKSONVILLE 

Jacksonville,  Fla., 
904  798-9500 

CINCINNATI  AREA  SENIOR 
SERVICES 

Cincinnati, 
513  721-4330 

COMING  HOME 

San  Francisco, 
415  296-0937 

DESERT  STATE  LIFE  MANAGE- 
MENT SERVICES 

Albuquerque, 
505  843-7535 

JEWISH  FAMILY  SERVICE  OF  LOS 
ANGELES 

Los  Angeles,  818  984-1380 


MASS  HOME  CARE  MONEY 
MANAGEMENT  PROGRAM 

Burlington,  Mass., 

508  750-4540  

PAYMASTER 

Washington,  D.C., 

800  234-4454  

RESOURCE  MANAGEMENT 
FOR  SENIORS 

Fairfax,  Va.,  703  352-4582 

SANTA  MONICA  DAILY  MONEY 
MANAGEMENT  PROGRAM 

Santa  Monica,  Calif., 

310  576-2550  

URSULINE  CENTER 

Subcontractor  for  Pittsburgh 
Area  Agency  on  Aging, 
Pittsburgh,  412  363-3100 
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client.  If  the  service  is  staffed 
by  volunteers,  ask  how  they 
are  trained. 

Also  determine  how  long 
the  service  has  been  opera- 
ting. Look  for  a  stable  history 
or  affiliation  with  a  long-es- 
tablished institution,  such  as 
AARP  or  a  charity.  What  sorts 
of  controls  does  the  program 
have?  Spot  checks  of  the 
books,  a  code  of  ethics,  and 
a  quality  assurance  commit- 
tee are  good  signs.  Does  the 
service  provide  reports  to  cli- 
ents? It  should.  Monthly  or 


HOW  TO  KNOW  IF  AN 
OLDER  RELATIVE  NEEDS  HELP 

►  is  the  person  over  75?  This  is  the  age  at  which  the  need 
for  financial  management  starts  to  increase  sharply. 

►  Is  the  person  a  widow  or  widower  or  recently  dis- 
charged from  a  hospital  or  nursing  home?  A  life  crisis  can 
throw  many  routines,  including  financial  ones,  off  balance. 

►  Does  the  person  have  trouble  getting  or  cashing  Social 
Security  checks? 

►  Is  the  person  unsure  how  many  bank  accounts  he  or  she 
has  and  with  which  banks? 

►  Does  the  person  complain  about  not  having  money? 

►  Is  there  a  pile  of  unpaid  bills  on  the  dining  room  table? 

►  Have  any  utilities  been  shut  off  in  the  last  12  months? 
Many  utility  companies  have  third-party  notification  pro- 
grams to  alert  relatives  before  shutting  off  power  or  water. 

DATA  DESERT  STATE  LITE  MANAGEMENT  SERVICES  INC 


quarterly  reports,  complete 
with  copies  of  bank  state- 
ments and  canceled  checks, 
are  typically  available  upon 
request.  Reviewing  them  can 
cut  your  financial  elder-care 
commitment  from  several 
hours  to  30  minutes  each 
month. 

As  with  any  service  in 
which  you  entrust  money  to 
someone  else,  there  is  risk. 
But  in  this  era  of  conflicting 
demands  and  mobile  families, 
adult  children  may  not  be 
able  to  watch  over  their  eld- 
erly parents  or  other  relatives 
as  closely  as  they  should.  I 
live  3,000  iniles  from  my 
grandfather  and  wish  I  had 
known  about  these  services  a 
few  years  ago.  If  I,  or  a  daily 
money  manager,  had  inter- 
vened earlier,  we  might  have 
presei'ved  $100,000  in  assets 
that  he  allowed  to  drift  away 
through  bad  investment  deci- 
sions. Then  Grandpa  could 
have  affoi'ded  a  private  nurse, 
and  I  wouldn't  have  had  to 
put  him  in  a  nursing  home. 

"Daily  money  management 
enhances  quality  of  life  for  the 
elderly,"  says  Kate  Wilber,  an 
associate  pi-ofessor  at  the  Eth- 
el Percy  Andrus  Gei'ontology 
Center  at  the  University  of 
Southern  California.  And  it 
keeps  the  mailbox  from 
bursting.         Heather  Millar 
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NIFTY  TOUCHES 
THAT  SPICE  UP 
TODAY'S  CARS 


One  of  the  pleasui'es  of 
owning  a  new  auto- 
mobile—surpassing 
even  the  clean  floor  mats  and 
new-car  smell— is  discovering 
the  ingenious  gadgets  that 
erase  your  pet  driving  peeves, 
help  you  avoid  mishaps,  and 
impress  your  friends.  The 
best  make  us  wonder:  Why 
didn't  someone  think  of  this 
before?  The  worst— well,  just 
think  of  them  as  i)arlor  tricks 
for  the  1990s.  In  that  spirit, 
we  offer  a  grab  bag  of  recent 
innovations. 

The  big  sliding  door  on  a 
minivan  provides  easy  ac- 
cess—once you  get  it  open. 
But  that's  not  easy  when 
you're  laden  with  packages  or 
toting  small  kids.  And  closing 
it  securely  can  he  a  chore  if 
you  can't  get  good  leverage 


on  the  handle.  Now,  for  $295, 
General  Motors  offers  power 
sliding  side  doors  activated 
by  switches  near  the  driver, 
the  door,  and  on  the  key  fob. 
Chimes  signal  that  the  dooi- 
is  closing,  and  a  sensor 
causes  it  to  reverse  if 
anything  is  in  its  path. 

Getting  in  and 
out  can  also  be 
a  challenge  in 
sport-utility  ve- 
hicles. The  big 
step  up  pos- 
es problems 
for  the  short, 
the  straight- 
skirted,  and  the  less  agile. 
Range  Rover  has  the  highest- 
tech  solution  to  this  humble 
problem.  Electronic  air  sus- 
pension drops  the  County  2.4 
inches  at  the  push  of  a  button 
to  make  it  easier  to  clamber 
in  and  out  or  load  cargo.  The 
special  suspension  is  part  of  a 
$1,700  option  package  on  the 
regular  County;  it's  standard 
on  long-wheell)ase  versions. 

Recent  German  innovations 
help  drivers  as  well.  On  some 
RMWs,  when  you  shift  into  re- 
verse, the  T)assenger-side  mir- 


ror  tilts  down  so  you  can  see 
the  curb.  On  the  S-class  Mer- 
cedes, standard  side  mirrors 
fold  in  so  the  car  can  fit  into 
tight  parking  spaces.  And  you 
can  automatically  fold  down 
rear  headrests  on  the  Mer- 
cedes S-class  300  series  to  get 
an  unol)structed  view. 
RIGHT  TURN.  Cadillac  has  some 
new  ways  to  avert  trouble. 
Some  1993s  are  equipped  with 
a  "limj)  home"  feature:  If  the 
car  loses  its  coolant,  the  en- 
gine will  fire  on  only  half  its 
cylinders  so  that  it  can  be 


driven  slowly  to  a  m( 
without  overheati 
^  you  leave  your  tu 
nal  on  for 
than  a  hal 
the  Eld 
warnin 
sage 
up,  ai 
Fleet 
turn- 
chime 
louder 
Some  ^ 
help  yoi 
with  min 
noyances,  s 
interiors  that 
heat  to  blast-furnace 
when  the  car  is  parked 
sun.  The  sunroof  on  ]\ 
929  uses  solar  panels  to 
a  fan  that  circulates  ai 
outside  to  cool  the  inte 
winter,  the  panel  rec 
the  battery.  And  Ford 
sure  that  when  you  st. 
ignition,  you'll  never  I 
worry  about  having  yo 
drums  blasted  by  a  rai 
turned  up  to  the  max. 
models  return  the  rad 
medium  setting  when 
gine  is  off.    Kathlten  i 


Looking  for  a  winner  in 
the  stock  market?  One 
of  the  best  clues  is  a 
company's  history  of  profit 
margins.  If  margins— a  meas- 
ure defined  as  earnings  di- 
vided by  sales  revenue— have 
risen  .steadily  for  the  past 
four  years,  odds  are  that 
they  will  continue  to  rise— 
and  so  will  the  stock  price. 

Profit-margin  analysis  is  a 
sound  point  of  departure  for 
stock-pickers.  Any  company 
that  has  been  able  to  main- 
tain consistently  higher  mar- 
gins during  the  economic 
slowdown  that  hit  in  1990 
has  to  be  in  strong  shape. 
Another  virtue  of  a  sev- 
eral-year margin  review 
is  that  this  weeds  out 
companies  with  flukey 
one-year  upward  bumps 
in  margins  that  occur, 
say,  from  the  lucrative 
sale  of  a  subsidiary. 

The  Outlook,  Stan- 
dard &  Poor's  invest- 
ment-advisory newslet- 
ter, has  a  list  of  31 
companies  that  have 


96  BUSINESS  WEEK 


Smart  Money 

MARGIN-WATCHERS  MAY  BE 
ON  TO  SOMETHING 


posted  steadily  rising  mar- 
gins since  1988— and  high- 
lights 19  that  it  feels  will  con- 
tinue to  perform  especially 
well;  five  of  them  are  in  the 
accompanying  table.  Why  is 
S&P,  a  subsidiary  of  McGraw- 
Hill,  publisher  of  business 
WEEK,  so  optimistic?  "As  the 
economy  picks  up  .strength, 
margins  overall  will  widen," 


HIGHER  MARGINS,  HIGHER 
STOCK  PRICES 


Aftertox  pr 
1988 

ofil  margin 
ht  qlr, 
1993  (eslj 

Price 
1988 

per  shore 
Moi  29, 
1993 

AIR  EXPRESS 

1.6% 

2.9% 

S5 

S23 

H.J.  HEINZ 

7.4 

9.9 

8 

39 

HOME  DEPOT 

3.8 

5.0 

4 

64 

MERCK 

20.3 

25.7 

17 

35 

MICROSOFT 

21.0 

25.0 

15 

88 

says  Arnold  Kaufman,  the 
newsletter's  editor. 

A  good  example  is  Home 
Depot,  the  home-improve- 
ment retailer.  The  company's 
profit  margin  was  3.8%  in 
1988  and  has  moved  up 
every  year  since  then.  Mean- 
while, Home  Depot's  share 
price  has  exploded  from  4  in 
1988  to  more  than  60  now. 
Home  fix-ups  seem  to 
be  recession-resistant, 
and  better  times  are 
expected  to  swell  de- 
mand further. 

True,  profit-margin 
analysis  has  all  the 
weaknesses  of  other 
trailing  indicators:  The 
future  won't  necessarily 
mirror  the  past.  For  in- 
stance, pharmaceutical 
giant  Merck  has  en- 
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joyed  a  spectacular  rui 
the  past  four  years  in  r 
and  stock-price  growth 
ertheless,  the  company 
Wall  Street  by  annoi 
recently  that  its  1993 
ings  growth  will  be  "mc 
ing."  One  reason:  Wa 
ton  may  impose  price 
on  pharmaceuticals.  / 
pating  this,  investors 
sent  Merck's  stock  sHd 
35,  from  47  in  Decemb 

Then,  there  are  new 
to  worry  about.  The  C 
Administration  wants  t< 
the  corpor-ate  tax  rate 
34%  to  36%.  Yet  s&p  th 
more  robust  economy  u 
set  even  that  hit  in  1991 
ticularly  for  top-fliers. 

Margin-analysis  bo( 
believe  that  even  fall 
heroes  such  as  Merck  v 
cover  their  footing  be 
the  drive  and  innovatio 
powered  them  in  the 
will  overcome  temp 
woes.  Given  margin-v 
ing's  solid  record  as  a 
nosticator,  its  fans  coi 
right.  Larry 
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You  want  First 
Class.  You  deserve 
First  Class.  So  why 
settle  for  regular  Business  Class  on  international  flights?  That's 
why  Continental  created  BusinessFirst'"-the  comfort  and  ser- 
vice of  International  First  Class  at  a  Business  Class  fare. 

We  started  with  a  new  custom-crafted  electronic  sleeper 
seat-the  only  true  Business  Class  sleeper  seat  of  any  major 
airline.  Our  55"  seat  pitch  provides  more  room  than  the  usual 
40"-42"  offered  by  other  major  airlines.  And  our  new 
BusinessFirst  cabin  features  a  spacious  two-abreast  seating  con- 
figuration so  you'll  never  have  more  than  one  neighbor  sitting 
next  to  you. 

Then  enioy  a  new  multi-channel  personal  entertainment 
system  witn  a  high  resolution  liquid  crystal  display  and  elec- 
tronic stereo  sound,  offering  a  virtually  continuous  selection  of 
movies,  sports,  news  and  music  programs. 

You'll  also  be  treated  to  a  tempting  selection  of  appetizers, 
entrees,  premium  wines,  liquors  and  non-alcoholic  beverages. 


And  our  Executive  Meal  Option  gives  you  the  choice  of  dining 
before  or  after  our  regular  meal  service. 

We've  also  increased  the  number  of  flight  attendants  on 
every  flight.  So  you  will  enjoy  the  same  attentive  service  asso- 
ciated with  International  First  Class. 

BusinessFirst  is  now  being  introduced  on  our  flights  to 
London  and  Paris,  with  .Madrid,  Munich  and  Frankfurt  starting 
soon.  And  we're  planning  service  to  the  South  Pacific  and  Tokyo 
in  Spring  1993. 

Call  your  travel  agent  or  Continental  at  1-800-231-0856 
for  more  information. 

And  discover  an  International  Business  Class  that's 
First  Class. 

Continental 

One  Airline  Can  Make  A  Difference.  " 


©  W}i  Continental  Airlines,  Inc 


ersonal  Business 


The  Aztecs,  who  used  ca- 
cao beans  to  make  thick, 
hot  drinks,  get  credit  for 
inventing  chocolate,  which 
they  called  xocoatl.  The  Swiss 
figured  out  that  the  beans 
could  be  roasted,  ground, 
melted,  and  mixed  with  cocoa 
butter  into  a  handy-to-eat  bar. 
But  it  was  the  Belgians  who 
came  up  with  the  praline,  a 
chocolate  stuffed  with  creme 
fraiche,  cocoa  butter,  mocha 
mousse,  and  other  delights. 
And  that  may  explain  why 
many  chocophiles  say  Belgian 
chocolates  are  the  finest. 

The  most  famous  Bel- 
gian chocolate 
maker  is  Godiva 
Chocolatier,  a  unit 
of  Campbell  Soup 
with  100  stores  in 
the  U.  S.  Since  I 
moved  to  Brussels, 
devotees  have  consis- 
tently told  me  that 
the  best  of  the  best 
is  to  be  found  right 
up  the  street  from  thf 
Brussels  palace  of  the 
Belgian  royal  family.  A  , 
sign  out  front  says  sim-  \f 
ply:  Mary.  But  there's 
nothing  plain  about  the 
mouth-watering  confec- 
tions inside— just  ask 
Belgium's  King  Baudouin 
or  Queen  Fabiola.  When 
a  royal  sweet  tooth 
throbs,  a  footman  is  dis- 
patched to  Mary.  For- 
eigners in  the  know  reg- 
ularly make  a  pilgrimage 
to  the  humble  little  shop. 
"When  President  Bush 
was  here  last,  we  filled  a 
lot  of  orders  for  the 
White  House,"  says  Fan- 
ny Lamberty,  store  man- 
ager and  wife  of  Jean, 
Mary's  chocolate  maker. 
PURISTS.  Madame  Lamberty 
notes  that  connoisseurs  pre- 
fer chocolat  fmidant,  or  dark 
chocolate.  "The  bitterer  the 
better,"  she  says.  While  Mon- 
sieur Lamberty  makes  about 
20%  of  his  delectables  with 
milk  chocolate,  "he  doesn't  do 


Food 


A  CHOCOHOLIC'S  TOUR 
OF  BELGIUM 


white,"  says  Mme.  Lamberty. 
"It's  not  really  chocolate.  It's 
cocoa  butter  and  sugar." 

Others  do  make  white  choc- 
olate and  even  lace  their  bon- 
bons with  champagne  cognac. 
My  local  chocolatier,  Manon, 
makes  one  called  a  bouchon, 


Royal,  down  the  street  from 
Manon.  But  for  novices,  the 
best  course  is  to  ask  for  an 
assortment  of  dark  and  milk 
chocolates,  plus  a  few  truffes 
(chocolate  mixed  with  crushed 
cacao  beans). 


which,  as  the 
French  indicates,  is  shaped 
like  a  champagne  cork. 

Each  chocolatier  has  special- 
ties, such  as  the  creme 
fraiche,  vanilla,  and  coffee-fla- 
vored "manons"  at  Corne  Port 


Mary  predictably  leads  the 
pack  in  price,  charging  $17.25 
for  a  half-kilo  hand-dipped  as- 
sortment (about  1.1  pounds). 
Godiva  and  another  premier 
maker,  Neuhaus,  get  $16.25 
and  $14.75,  respectively,  for 
the  same  amount.  Manon's 


and  Corne  Port  i( 
pound-plus  boxes  i 
$13.25.  The  budget-; 
turn  to  Leonidas,  whii 
tasty,  albeit  mass-pni 
chocolates  in  dozens  Oi 
throughout  Belgium  foi 
$5.75  a  half-kilo  box. 
BEING  THERE  HELPS.  If 
not  heading  for  Belg 
Western  Eui'ope,  Neuh 
outlets  in  300  U.S.  ( 
ment  stores.  Even  the 
of  tiny  Manon,  with  o; 
store  in  Belgium,  can  1 
pled  at  Nieman  Marcus 
dorf  Goodman,  ai 
cialty  food  stoi 
won't  be  exact 
same,  though, 
makes  its  U.  S.  cl 
in  Reading,  Pa.,  i 
flavors  to  suit  s 
North  American 
And  those  who 
usually  don't  si 
scrumptious 
fraiche  items  t 
they  have  a  shell 
10  days.  Plus,  pri 
generally  more 
twice  what  you 
pay  in  Belgium. 

If  you  can't  fi: 
gian  chocolates  i 
town,  consider  r 
iler.  Mary  will 
protected  750-gr 
(about  1.5  pour 
air  if  you  sen( 
quest  to  Rue  ' 
73,  1000  Bruss( 
gium,  and  enc 
international 
I  money  ord( 
1,800  Belgian 
($54).  Mane 
send  the  sai 
box  (Chaus 
Louvain,  9/ 
Brussels)  for  1,2^ 
gian  francs  ($37.5 
There  is  a  downside 
gian  chocolates— beside 
decay  and  fat.  After 
them  for  five  years, 
had  to  give  up  Snick( 
Hershey  bars,  two  ch 
favorites.  I  find  thi 
edible.  Patric 


Worth  Noting 


■  TAX  PLANNING.  Before  Clin- 
ton's proposed  tax  plan  clears 
Congress,  learn  how  your  fi- 
nances would  be  affected  in 


Shearson  Lehman  Brothers' 
10-page  report,  Clinton's  Tax 
Proposals  and  Your  Invest- 
ments. Call  800  233-7833,  ext. 
5353,  for  a  free  copy. 
■  TREASURY  TIPS.  Two  new 
booklets  from  the  Treasury 


Dept.  tell  all  you  need  to 
know  about  the  investments 
it  offers.  Information  About 
Marketable  Treasmij  Securities 
(Item  572Z)  explains  how  to 
buy  Treasury  bills,  notes,  and 
bonds.  Make  the  Smart  Ex- 


change (Item  575Z)  si 
that  holders  of  paper 
ury  securities  open  ele 
accounts.  For  copies,  v 
James,  Consumer  Infoi 
Center,  Pueblo,  Colo., 
and  include  the  item  n 
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Forlhecostofan 
average  meal  oul.you  can 
feed  10  hungry  people. 


Last  year,  United  Way  agencies  helped  serve  over  417,000 
nourishing  meals  to  our  area's  hungry  for  about  $2.60  a  plate.  This  year  the  need 
is  even  greater  and  your  contributions  more  crucial.  Please  help. 


The  United  Way 

Thousands  need  us.  We  need  you. 


PUBLIC  SERVICE  ANNOUNCEMENT  COURTESY  OF  BOZELL  AND  THIS  PUBLICATION 
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iFThE 

THOUGHT  Of 

Cancer 
Scares  You, 
Youto:  Not 
Alone. 

Tlie  Caiicer  Research  Institute  is  here,  witt 
^  ^,->o  help  —  and  hope.  Just  write  us  tor  your  ire 


copy  of  our  HelpBook. 


^    ^^^i^^  We\'e  written  it  so  millions  of  men 

and  women  like  you  can  ha\'e  the  inform; 
tion  vou  need  to  make  decisions  and  deal  wit 
the  disease. 

If  you,  or  perhafs  someone  you  love,  has  been  diagnosed  with  cancer,  th^ 
Cancer  Research  Imtitute  HelpBook  can  tell  you  about  your  choices,  how  to  set 
excellent  care,  and  how  to  continue  with  a  complete  and  productive  lite. 

Even  if  cancer  is  not  part  of  your  lite,  you'll  tmd  it  a  valuable  reterence  be 
to  have  on  hand  should  things  change.  ^  .  ^  j/^ 

Write  today.  Cancer  Research      A    ^  CAN  C  L  R 
Institute  tielpDOok,  hU.R.  btation,  -r)  t7  cr?  AU/^TLT 

Box  5199,  New^brk,  NY  10150ol99.  IV  Kll^)IlAKv^rl 


^  INSTITUTE 

$2  per  copy  for  postage  and  handling. 
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qives  the  starting  page  for  a  story  or  fea- 
significonf  reference  to  a  company.  Most 
,  are  indexed  under  their  own  names, 
listed  only  in  tables  ore  not  included. 
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National 
Stuttering 
Awareness 
Week 

MAY  10^  16 


Legendary  star  of  the 
Chicago  Bulls  Bob  Love, 
who  personally  overcame 
a  speech  impediment, 
leads  the  1993  campaign 
to  educate  the  public 
about  stuttering  with  a 
message  of  help  and  hope. 


1 


Fur  mure  intorniatain,  write: 

Stuttering 
foundation 
OF  America 


A  Non-Pro/it  Orgamzaunn 

Since  1947  — 

Htjlping  Those  V/hu  Stutter 


P.O.  Box  11749  •  Memphis,  TN  38111-0749 
1-800-992-9392 
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Great  Performance  Records 
Are  Built  DavBvDav 
One  Stock  At  A  Time 
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the  pundits  doubted  the 
( their  gains.  Then,  on 
bond  rally  come  to  a 
lerest  rates  nudged  up. 
two  days  of  March,  an 
old  shot  up  over  $5  to 
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STOCKS 

Mor.      Sept.      Mar.     Mor.  25-31 


BONDS 

Mar.      Sept.      Mar.    Mar.  25-31 


S4P 


52-week  change 
+ 1 1.7% 


THE  DOLLAR 

Mar      Sept.      Mar     Mar  24-31 


  440  12001 

1  -week  change  52-week  change 

+0.8%  +9.8% 


52-week  change 
+0.5% 


I  -week  change 
-0.6% 


IT  ANALYSIS 


i.   iCXS  latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

f  ES  INDUSTRIALS                     3435  1 
IS   OMPANIES  (S&P  MidCop  Index)     165  0 
U  MPANIES  (Russell  2000)             229  2 
C  AMIES  (Russell  3000)                258  6 

-03 
2  7 
1.9 
1.2 

5.7 
14.0 
13.3 
12  9 

40-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 

COD  CnA  DDI^C  / 1 A  DUIU/^C  DATI/\ 

S&r  300  rKKc/cAKNINb)  KAIIU 

2.95% 
6  93% 
2.74% 
23  4 

2.98% 
6.82% 
2.76% 
23  3 

4. 1  1  % 
7.90% 
3.02% 
25  2 

1   M  STOCKS  latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

Week 

52-weeK 

S&P  500  26-week  moving  overage 
Stocks  obove  26-week  moving  overage 
Speculolive  sentiment;  Put/coll  ratio 
Insider  sentiment;  Vickers  sell/buy  ratio 

433.2 

70. 1  % 
0  43 
2.48 

431  9 

71.0% 

0.45 

2.73 

Positive 
Neutral 
Positive 
Neutral 

ID  (FINANCIAL  TIMES  100)             2872  7 
!r  IKKEI  INDEX)  18,591.5 
IC    (TSE  COMPOSITE)                    3602  4 

0.4 
0.8 
0.0 

19  3 
0  1 
5  6 

■STRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

U  ft£K  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

I  MINING 

16.3 

27  2 

ECHO  BAY  MINES 

29  1 

-5  6 

6  Vs 

Hi  S  and  motels 

10.5 

54.1 

PROMUS 

21.5 

145.6 

36  Ve 

II  lES 

10.5 

-1 1.5 

USAIR  GROUP 

26  6 

1  1.3 

19  Ve 

1  ^D  GAS  DRILLING 

10.2 

54.7 

ROWAN 

12.9 

75.6 

9  % 

I  MARKET  AUTO  PARTS 

9  2 

20.0 

COOPER  TIRE  &  RUBBER 

20  1 

47.7 

38  % 

I  /EEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  In  group 

% 

4-week 

change 

52-week 

Price 

;  tUNICATIONS  EQUIPMENT 

-10.1 

-4.6 

NORTHERN  TELECOM 

-13.8 

-18.8 

36  Vs 

>  CONTAINERS 

-5.9 

-22.3 

STONE  CONTAINER 

-1 1.5 

-504 

13  '/2 

.  UTER  SYSTEMS 

-5.8 

-28.0 

AMDAHL 

-22.2 

-63.4 

6  '/e 

RETIME 

-4.8 

-2.8 

OUTBOARD  MARINE 

-15.4 

-21.0 

17% 

S 

-3.9 

-23.4 

MERCK 

-9.2 

-26.2 

35  % 

UAL  FUNDS 


MORNINGSTAR  INC 


ts 

k  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

IGTON  STRATEGIC  INVESTMENTS 
TONE  NIKKO  JAPAN 
APANESE  SMALL  COMPANY 

25  0 
15,1 
12  5 

SHEARSON  1990s  A 

FINANCIAL  STRATEGIC  HEALTH  SCIENCES 
PROGRESSIVE  AGGRESSIVE  GROWTH 

-5.5 
-5.3 
-4.1 

total  return 

% 

52-week  total  return 

% 

ITY  SELECT  HOME  FINANCE 
IFE-STATE  STREET  GLOBAL  ENERGY 
ITY  SELECT  FINANCIAL  SERVICES 

55  9 
52  0 
48  3 

PROGRESSIVE  AGGRESSIVE  GROWTH 
OPPENHEIMER  GLOBAL  BIO-TECH 
FINANCIAL  STRATEGIC  HEALTH  SCIENCES 

-33.3 
-30.1 
-28.5 

S&P  500 
4-week  (otol  return 


L         .  -.1    Average  fund 

52-week  totol  return 


TIVE  PORTIOLIOS 


DATA  RESOURCES  INC 


amounts 

ent  the  present 

jf  $10,000 

id  one  year  ago 

I  portfolio 

tages  indicate 
y  totol  returns 


Trea.sury  bonds 
$12,221 

-1.35% 


Foreign  stocks 
$12,061 

+  1.96% 


U.S. stocks 
$11,529 

+0.72% 


III! 


Money  mafket  fund 
$10,256 

+0.05% 


("■old 
$9,809 

+0.75% 


on  this  page  are  as  of  market  close  WednescJay,  Mar  31,  1993,  unless  ottierwise  indicated 
groups  inckide  S&P  500  companies  only,  performance  and  shore  prices  ore  as  of  market  close 


Mar  30  Mutual  fund  returns  ore  as  of  Mar  26  Relative  portfolios  are  valued  as  of  Mar  30.  A  more 
detailed  explanation  of  this  page  is  available  on  request 
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PRICE  CONTROLS: 
THE  WRONG  Rx 

Big  and  small  companies,  their  accounting  firms,  am 
pay  consultants— even  the  two  most  prominent  share 
advocacy  groups— oppose  charging  the  value  of  options 
ly  to  earnings.  They  argue  that  expensing  options,  by 
ing  reported  profits,  will  cut  into  stock  prices  and 
their  ability  to  raise  new  capital.  They  also  say  that  ] 
models  used  to  value  long-term  options  are  inaccura 
spite  their  seeming  precision.  So  whv  bother  to  valu( 
at  all? 

The  reason  is  simple:  Options  have  real  value.  We 
with  investor  WaiTen  E.  Buffett,  perhaps  the  most  voc 
ponent  of  an  accounting  charge:  "If  options  aren't  a  f 
compensation,  what  are  they?"  he  asks.  "If  comper 

1  cn  t   51  v»  AYTiAn GC»    \x7niif   ig  if^   Anri    if  tivT^on gog  aVim ilr 
loll  L   Clll   tTAjJCllot;,    WlldL   Ici    IL.    iillLi y    11   cA UtJIloco  oIlULllt 

into  the  calculation  of  earnings,  where  in  the  world 
they  go?"  Amen. 

■■|he  65  interest  groups  testifying  on  Mar.  29  at  the 
marathon  hearing  of  the  White  House  health-care-re- 
H  form  task  force  offered  a  confusing  babble  of  conflicting 
ideas.  But  the  message  radiating  from  the  meml)ers  of  the 
task  force  was  loud  and  clear.  From  one  end  of  the  dais  to 
the  other,  Clintonites  signed  on  to  price  controls  as  a  neces- 
sary step  in  stopping  the  double-digit  inflation  of  medical 
costs.  Even  Robert  E.  Rubin,  who  as  head  of  the  National 
Economic  Council  should  know  better,  suggested  that  maybe, 
just  maybe,  this  time  controls  would  work  and  not  fuel  a 
price  surge  in  the  long  run. 

It  can't  be  done,  and  any  attempt  to  impose  a  freeze  will 
actually  threaten  President  Clinton's  reform  plan.  The  very 
notion  of  setting  thousands  of  prices  in  the  $900  bilhon 
health-care  industry— one-seventh  of  the  economy— is  one 
that  could  only  have  been  dreamed  up  by  500  policy  wonks 
laboring  feverishly  in  isolation.  Detailed  information  on  pric- 
es paid  for  medical  services  lags  by  thi'ee  years.  Providers 
and  insurers  already  spend  24<r  out  of  every  health-care 
dollar  on  administration.  Controls  will  only  increase  the  paper 
work. 

The  gi'eatest  damage  price  controls  will  do  is  to  "managed 
competition"— Clinton's  hope  for  long-term  cost-containment. 
Managed  competition  depends  on  price  signals  to  draw  con- 
sumers toward  health  plans  that  offer  efficient,  high-quality 
care.  But  price  controls  freeze  the  good  with  the  l)ad. 

What  medicine  needs  is  not  price  controls,  but  price  infor- 
mation. Even  cost-conscious  patients  can't  figure  out  which 
doctors  offer  less-expensive  care.  The  American  Society  of 
Internal  Medicine  has  proposed  a  novel  system  that  uses 
medicare's  physician  charge  scale  to  peg  all  of  a  doctor's  fees 

LU  Ullt:  IlUIIIUt;! — Lilt;  Lllctl^t;  lUl    d  UctolL   UlllLt?   Vi;5il/.  r\  IlbL  Ul 

such  fees,  published  in  the  local  newspaper,  would  do  more 
than  an  anny  of  controllers  to  bring  down  excessive  charges. 

HELPING  BANKS  HELP 
THE  MOM-AND-POPS 

orporate  layoffs  show  no  sign  of  slowing  down,  ( 
the  recovery.  Delta  Air  Lines,  Merck,  and  G 
cently  joined  a  growing  list  of  companies  sli 
down  to  become  more  competitive.  IBM,  which  has  a 
shed  100,000  employees,  appears  poised  to  cut  tho 
more. 

These  corporate  refugees,  deprived  of  their  steady  s 
and  good  benefits,  face  difficult  times— but  don't 
quick  to  mourn  their  lot.  Many  are  transforming  then 
from  middle  managers  and  professionals  into  suc( 
small-business  owners.  With  their  skills,  education,  ai 
porate  backgrounds,  they  are  revitalizing  the  entire 
business  economy,  a  powei-ful  engine  of  American  job  g 
What  coi-porate  refugees  don't  have  is  capital.  The 
Administration  is  helping  by  eliminating  excessive 
work  for  bankers  making  loans  to  small-business  c 
ers.  In  particular,  regulations— which  took  effect  oi 
30— allow  banks  to  make  more  so-called  character  loans 
trepreneurs  who  otherwise  may  not  qualify  under  pre 
credit  standards. 

That's  great  for  the  short  term.  What's  needed  i 
long  term  is  for  Wall  Street  to  create  a  brand-new  sec 
market  for  small-business  loans.  Similar  markets  ha 
hanced  the  availability  of  credit  for  housing,  auto  finan 
credit-cai'd  debt.  But  the  task  of  securitizing  small-bi 
loans  is  daunting.  First,  the  loans,  which  tend  to  be 
mized  for  each  borrower,  have  to  be  standardized.  ' 
rocket  scientist  has  to  figure  out  the  mathematics  a 
risk  probabilities.  Finally,  the  loans  have  to  be  tiu'ned  i 
curities  that  are  traded. 

There  are  lawmakers  in  Congress  who  are  clamor 
create  a  new  government-sponsored  Freddie  Mac  or 
Mae  for  small-business  loans.  Doing  so  would  only 
more  jjotential  lial)ilities  for  taxpayers  and  lead  to  the 
socialization  of  the  credit  markets.  If  anyone  can  figu 
the  alchemy  of  transforming  loans  for  today  s  mom-a 
companies  into  securities  you  can  trade  in  Tokyo,  it' 
Street.  Got  any  ideas,  guys? 

LET  STOCK  OPTIONS 
STAND  AND  BE  COUNTED 

■■I  he  most  priceless  perk  in  the  bag  of  goodies  available 
^H^to  an  executive  is  the  stock  option.  To  some  corporate 
H  chieftains,  it  can  be  worth  tens  of  millions  of  dollars. 
Some  of  these  gains  are  richly  deserved  and  reflect  just 
rewards  for  a  job  well  done.  Many  of  them  are  the  result  of 
friendly  boards  being  overly  generous  with  option  grants  to 
CEOs  who  appointed  them. 

Ti'uth  is,  boards  would  hand  out  o])tions  more  wisely  and 
fairly  if  accounting  rules  assigned  a  value  to  them  that  was 
charged  to  a  company's  earnings.  The  Financial  Accounting 
Standards  Board  is  about  to  decide  whether  to  go  ahead  with 
!  a  proposal  that  does  just  that.  But  fasb  is  under  heavy 
!  pressure  to  ignore  the  fact  that  stock  options  have  real  val- 
1  ue.  It  should  be  strong  and  resist  that  pressure. 
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Getting  from  point  A  to  point  B 

Traveling  on  business  can  be  tougii.  So 
we  made  it  easy  to  get  AT&T  service. 
First,  check  the  sign  on  any  pubHc  phone 

isn't  always  easy 

to  make  sure  it's  AT&T.  If  it's  not  AT&T, 
or  you  dial  and  don't  hear  "AT&T"  after 
the  bong,  hang  up.  Then  dial  10  +  ATT+O. 

Gettir^  AIKT  is. 

You'll  get  the  service  you  depend  on.  At 
the  prices  you  expect.  Getting  an)und  on 
business  should  alwavs  be  that  easy. 

DiallO-ATT-0 

plus  the  area  code  and  number. 


1;  =  /kTK.T  (iir/ioniltf 


. -^.u. 

Cant  complete  your  call?                                      '  |-,^:  ■           i  /^a  / 

Call  1 800  321-0288.  '                   "  I 

{'i')'M  \m- 


.iU 


SSOfTIhe 

World's  Largest 
Telecommunications 
companie 


sa  i  he  1  hreats  io  bmall  Business 


J  WEEK 


What  With  Drought, 
Grasshoppers  And  The  Cost 
Of  Lumber,  Social  Security  Is 
The  Least  Of  Their  Worries, 


These  days,  Kim  and  Bruce  Butler  of  Aladdin, 
Wyoming  are  far  too  busy  making  ends  meet  to  be 
thmkmg  about  retirement. 

Fonunately  the  dedicated  people  at  Social  Security 
are  thinking  about  it.  And  they're  hard  at  work  getting 
ready  for  the  challenge  of  serving  a  population  that's 
growing  larger  and  living  longer — without  losing 
sight  ol  today's  ever-pressing  needs. 

Social  Security  sees  itself  becoming  a  "paperless" 
agency.  By  working  with  advanced  technologies  such 
as  optical  scannmg  and  artificial  intelUgence,  they'll 
speed  up  their  information  collection  and  processing 
activities.  This,  m  turn,  will  allow  them  to  double  the 
12  million  transactions  they  handle  each  day,  even  as 
they  improve  upon  their  high  level  of  service. 

As  an  information  services  partner,  Martin 
Marietta  is  proud  to  be  helping  Social  Security  find 
better  and  more  efficient  ways  to  meet  the  needs  of 
future  generations. 

So  that  retirement  can  continue  to  be  the  least 
of  Kim's  and  Bruce's  worries. 


6801  ROCKIEDCE  DRIVE.  BETHESDA,  MARYLAND  20817 


Mercury  SABI.E  is  a  car  with  ride  of  an  independent  suspension  a 

a  lot  of  followers.  How  else  do  you  ejcplain  all  ample  power  of  a  fuel- injected  V'6  i 
the  new  cars  that  are  so  Sable-like?  Inside,  Sable  has  all  the  ameniti 

Not  that  we  blame  them.  From  the  expect  in  a  Mercury,  plus  your  choic 

beginning.  Sable  was  a  design  worth  copying.  five  -  or  six-passenger  seating  config 
The  right  size.  "Fhe  right  shape.  With  the  sure  Sable  s  approach  to  occupant  s< 

handling  of  front- wheel  drive,  the  smooth  is  worth  copying,  too.  Sable  was  the 


It  Forced  Odii 


The  Copi 


Dual  air  bags  are  standard  on  the  1993  Sable. 


Standard  equipment 

Mercury  Sable.  Tlie  sedan  named  three 
times  to  Car  and  Drivers  Ten  Best  list,  and 
the  inspiration  for 
a  lot  of  copies 
For  more  info,  call 
1 800  446-8888. 


^MERCURY 

All  This  And  The  Qjjality 
Of  a  Mercury 


ar  Makers  Into 


iLOSiness 


—  logfiher  wc  can  savu  Iwdi-    'Exdudmi;  other  Ford  Moidr  Company  vehicles.  Drwer  and  right  front  passenger  Supplemental  RL-straini  System.  Alivays  wear  your'^ajsty  helf 
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BUILDING  A  FUTURE:  PRODUCTIVITY  AND  QUALITY  ARE  UP,  BUT  MEXICANS  OFTEN  CAN'T  AFFORD  TO  BUY  THE  PRODUCTS  THEY  TURN  OUT 


Cover  Story 


84  THE  MEXICAN  WORKER 

How  did  Mexico  become  a  new 
economic  powerhouse?  Thanks  to 
President  Salinas'  near-command 
economy  and  modernization  efforts, 
it  now  has  a  work  force  that's 
trained,  motivated,  young — and  able 
to  turn  out  world-class  products  at  a 
fraction  of  what  U.  S.  workers  earn. 
But  as  competition  for  jobs 
intensifies  on  both  sides  of  the 
border,  it  may  mean  an  explosive 
First  World-Third  World  marriage 
92  NAFTA'S  "SIDE  AGREEMENTS" 

Maybe  they'll  be  the  pact's  salvation 


Top  of  the  News 


26  WHAT'S  IN  A  NAME? 

Not  much.  E^ven  mighty  Marlboro 
feels  the  need  to  discount 


ON  THE  COVER—IBM  employees  in  Guadalajara, 
Mexico  (from  left);  Martin  Yenegas  Ayala,  Primitivo 
Barajas  Diaz.  Gonzalo  Vizcaino  Diaz,  Mireya  Ruiz. 


28  P&G  IS  WAVING  THE  AX 

h  aims  to  cut  costs  by  $750  million 

29  PUDGEBALL  NATION 

The  fitness  craze  is  giving  way  to  the 
let-it-sjjreaders 

30  WAREHOUSE  CLUBS  BUTT  HEADS 

Once-dizzying  growth  slows  as  the 
market  begins  to  get  crowded 

31  THE  LOPEZ  AFFAIR'S  AFTERSHOCK 

Colleagues  of  the  GM  rebel  followed 
him  to  VW.  Did  trade  secrets,  too'.' 

32  COMMENTARY 

l)oii't  be  spooked  by  inflation's  ghost 

34  WHAT  PEROT  REALLY  WANTS 

For  starters,  he  tells  BUSINESS 
WEEK,  he  won't  rule  out  another  run 

36  BIG  CUTS  OR  TALL  TALES? 

The  tricks  of  Texas  Comptroller 
•John  Sharp  may  not  play  in  D.  C. 

38  IN  SEARCH  OF  MBA  STUDENTS 

Suddenly,  B-schools  are  scrambling 

40  IN  BUSINESS  THIS  WEEK 

A  Russian  nuclear  mishap.  Turner 
and  Warner,  stock  options. 
Executive  Life,  Bud's  whale,  Boeing 


International  Busines 

44  JAPAN 

How  Tokyo  rescued  the  Nikkei 

45  EUROPE 

It's  IBM  Europe's  "year  of  truth 

46  RUSSIA 

Clinton  bets  his  aid  will  spur  the 
49  INTERNATIONAL  OUTLOOK 
Business  tries  to  cool  Hong  Kon 

Economic  Analysis 

18  ECONOMIC  VIEWPOINT 

Becker:  Flawed  studies  of  bank 

22  ECONOMIC  TRENDS 

M2,  "smog  futures,"  health  care 
taxes,  the  exiiansion  speaks  Enj 

23  BUSINESS  OUTLOOK 

The  Blizzard  of  '93  and  the  econ( 

Government 

43  WASHINGTON  OUTLOOK 

Clinton:  No  guts,  no  glory 

82  WHY  THEY  CALL  IT  A  TAX  <COO 

Simjjlifying  it  could  free  up  billic 
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BRANDS  ON  THE  RUN: 
ERODING  CONSUMER  LOYALTY 
HAS  MAJOR  MARKETERS  SUCH 
AS  PHILIP  MORRIS  RETHINKING 
THEIR  BASIC  STRATEGIES 


80    PULLING  TWA  FROM  A  TAILSPIN: 
TO  STEER  THE  AIRLINE  BACK  TO 
PROSPERITY,  ITS  NEW  CO-CEOs  MUST 
OVERCOME  $943  MILLION  IN  DEBT 
AND  A  TARNISHED  REPUTATION 


106    ROCKETS  ON  RAILS) 

NEW  YORK  TO  D.C.  IN  TWO  HOURS? 
MAYBE,  BUT  FIRST,  BILLIONS  MUST  BE 
RAISED  FOR  THE  200-MPH  TRAINS 
THAT  NOW  ZIP  THROUGH  EUROPE 


People 

iOE  MONTGOMERY:  ON  A  ROLL 

A  s  sales  of  his  Cannondale  l>ikes 
(/limb,  will  the  do-it-all  chief  relax? 

Media 

BERTELSMANN'S  U.S.  BONANZA 

Hits  in  publishing  and  music  help  the 
German  conglomerate  strike  pay  dirt 

The  Corporation 

A  "LABOR  OF  LOVE" 

TWA's  managers  chart  a  new  course 

Sports  Business 

THE  GLASS  FAIRWAY 

Women  still  find  it  almost  impossible 
to  land  jobs  as  golf  pros 

Finance 

A  GARDEN  FULL  OF  HEDGES 

How  companies  protect  their  global 
trade  from  volatile  currencies 

RISK  AVOIDANCE 

The  shakeout  in  reinsurance 

EXAMINING  THE  EXAMINERS 

Are  they  to  blame  for  bank  bias? 

BANC  ONE  IS  NOT  NO.  I 

In  minority  lending,  that  is 

INSIDE  WALL  STREET 

Pass  the  shorts  an  aspirin 
Bargains  in  the  basement 
Brush  up  on  this  stock 
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Marketing 

104  YOU  CAN'T  TALK  TO  THESE  KIDS 

With       t)illion  to  spend,  Japan's 
18-to-21-year-olds  resist  fads  in  favor 
of  individuality  and  practicality 

Science  &  Technology 

106  NEXT  STOP,  AMERICA? 

Faster  trains  may  finally  get  on 
track  in  the  U.  S. 
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Chewing  gum,  a  computer  chess 
master,  "think  tanks."  magnetic 
media,  an  electronic  brewmaster 
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simiile,  adaptable  software 
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startup  enterprises  face  new  woes 
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PRODUCTION 

change  from  last  week:  0.1% 
Change  from  last  yeor:  3.0% 


1967=100  (four-week  moving  average) 
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The  production  index  increased  slightly  during  the  week  ended  Mar  27. 
Seasonolly  adjusted  output  ol  coal  and  rail-freight  troffic  bounced  back  sharply  after 
the  mid-March  blizzard  retarded  activity.  Elsewhere,  truck  and  poperboord  production 
increased,  while  output  of  steel,  autos,  electric  power,  crude-oil  refining,  and  lumber 
declined.  Poper  output  wos  unchanged  Before  calculation  of  the  four-week  moving 
average,  the  index  rebounded  to  184.8  from  183  4  in  the  previous  week 
6W  production  index  copyright  1993  by  McGrow-Hill  Inc 


LEADING 

Change  from  last  week:  0.0% 
Change  from  last  year;  4.5% 


220.1 
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Mar.  20 
220.0r 


Mar 

1992 


Joly 
1992 


The  leading  index  wos  virtually  unchanged  during  the  week  ended  Mar,  27 
it  continues  to  show  slower  growth  m  the  economy's  future  Slightly  lower  s 
prices  and  slower  growth  rates  for  real  estate  loans  and  materials  prices  offsel 
positive  signs  of  lower  bond  yields  and  fewer  business  failures.  M2  growth 
unchanged.  Before  calculation  of  the  four-week  moving  average,  the  index  fe 
220  3  from  the  previous  week's  reading  of  221.7 

Leoding  index  copyright  t  993  by  Center  (or  Internotional  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (4/3|thous.  of  net  tons 

1,790 

1,812# 

-2.0 

AUTOS  (4/3|  units 

123,530 

138,993r# 

16.7 

TRUCKS  (4/3)  units 

105,579 

105,693r# 

26.2 

ELECTRIC  POWER  (4/3)  millions  of  kilowatt-hours 

52,659 

54,105# 

1.0 

CRUDE-OIL  REFINING  {4/3|thous  ofbbl./day 

NA 

13,181# 

NA 

COAL  (3/27)  thous.  of  net  tons 

19,928# 

16,310 

3.7 

PAPERBOARD  (3/27)  thous.  of  tons 

820.3# 

788. 3r 

1.5 

PAPER  (3/27)  thous.  of  tons 

800.0# 

799  Or 

1.5 

LUMBER  (3/27)  millions  of  ft. 

482  4# 

491  3 

-5.1 

RAIL  FREIGHT  (3/27)  billions  of  ton-miles 

21. 7# 

19  4 

2  4 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Amencon  Petroleum  Institute.  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  Americon  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/7) 

114 

115 

132 

GERMAN  MARK  (4/7) 

1  62 

161 

1  62 

BRITISH  POUND  (4/7) 

1.51 

1.50 

1  77 

FRENCH  FRANC  (4/7) 

5  46 

5  47 

5.50 

CANADIAN  DOLLAR  (4/7) 

1,26 

1.26 

1.19 

SWISS  FRANC  (4/7) 

1  49 

1.49 

1.49 

MEXICAN  PESO  (4/7i 

3  074 

3.074 

3.086 

Sources:  Ma|or  New  York  banks  Currencies  expressed  in  units  per  U  S,  dollar,  except  for  British 
pound  expressed  in  dollors 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (4/7)  $/troyoz 

336  750 

337  800 

-0  2 

STEEL  SCRAP  (4/6)  #1  heavy,  $/ton 

107.50 

108.50 

16.9 

FOODSTUFFS  (4/5)  index,  1967=100 

204  2 

203  5 

1.1 

COPPER  (4/3)  c/lb 

99  5 

101.0 

-6  7 

ALUMINUM  (4/3)c/ib. 

53  1 

54.1 

-12.2 

WHEAT  (4/3)  #2  hard,  S/bu. 

3.79 

3.81 

-10.4 

COTTON  (4/3)  strict  low  middling  1-1/16  in.,  C/lb. 

55  46 

55.70 

0.9 

Latest 
week 


Week 
ago 


%C 


STOCK  PRICES  (4/2)  S&P500 

449.22 

448.87 

CORPORATE  BOND  YIELD,  Ago  (4/2) 

7.64% 

759% 

INDUSTRIAL  MATERIALS  PRICES  (4/2) 

98.4 

100.0 

BUSINESS  FAILURES  (3/26) 

395 

403r 

REAL  ESTATE  LOANS  (3/24)  billions 

$394.1 

$395  2r 

MONEY  SUPPLY,  M2  (3/22)  billions 

$3,436.7 

$3,437.5r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/20)tho.js 


347 


351 


Sources:  Stondord  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  & 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  ( 
data  on  business  failures  and  real  estate  loons 


MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month     %  C 
ago  ye< 

EMPLOYMENT,  CIVILIAN  (Mar  )  millions 

1 18.6 

118.5 

UNEMPLOYMENT  RATE,  CIVILIAN  (Mar ) 

7.0% 

7.0% 

PURCHASING  MANAGERS'  INDEX  (Mar ) 

53.4% 

55.8% 

CONSTR.  SPENDING  (Feb  )  annual  rate,  billions 

$438  4 

$437.9r 

Sources:  BLS,  Notional  Association  of  Purchosing  Monogement,  Census  Bureau 

■,'.M!l^n:Vil!l>TTmT 


Latest 
week 


Week 
ago 


%  C 
ye< 


MONEY  SUPPLY,  Ml  (3/22) 

$1,036.8 

$l,031.9r 

BANKS'  BUSINESS  LOANS  (3/24) 

275.9 

278. 5r 

FREE  RESERVES  (3/31) 

1,181 

l,201r 

NONFINANCIAL  COMMERCIAL  PAPER  (3/24) 


150.5 


Sources:  Federol  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 


vhich  ore  expresse( 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Reseorch  Bureau,  Mefals 
Week,  Kansas  City  market,  Memphis  market 


1  MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

FEDERAL  FUNDS  (4/6) 

2.97% 

2.91% 

3 

PRIME  (4/7) 

6.00 

6.00 

6 

COMMERCIAL  PAPER  3-MONTH  (4/6) 

3.17 

3.19 

4 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/7) 

3.1 1 

3.12 

4 

EURODOLLAR  3-MONTH  (4/3) 

3.1 1 

3.13 

4 

Sources:  Federol  Reserve  Board,  First  Boston 


ttRow  doto  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equip 
1  ^Western  Wood  Products  Assn      2  ^Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  avoilable     r- revised     NM  =  Not  meaningful 
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WHY  JAPAN  DOESNT 
NEED  FIXING 


Regarding  "Fixing  Japan"  (Cover  Sto- 
ry, Mar.  29),  I  have  just  returned 
from  leading  my  third  study  mission  to 
Japan  for  senior  executives  in  the  past 
16  months.  We  have  listened  to  academ- 
ics, government  officials,  and  market  ex- 
perts; toured  major  corporate  facilities, 
including  those  of  Hitachi,  Mitsubishi, 
NEC,  NTT,  Nippon  Steel,  Nissan,  Toshiba, 
and  Toyota,  and  talked  with  these  com- 
panies' senior  executives.  The  conclu- 
sions I  reached  regarding  where  Japan 
stands  now  and  the  speed  with  which  it 
will  recover  are  different  from  yours. 

You  see  an  economy  "hitting  bottom." 
I  see  significant  investment  still  taking 
place,  an  infrastructure  of  highways, 
bridges,  and  public  transportation  far 
superior  to  that  in  the  U.  S. ,  low  (3%) 
unemployment,  and  few  of  the  educa- 
tion and  welfare  issues  that  confront  us. 

You  refer  to  "flagging"  capital  expen- 
ditures. Japan's  investments  in  property, 
plant  and  equipment,  new  products,  and 
its  people  have  outpaced  the  U.  S.  for 
years.  That  they  might  slow  during 
these  recessionary  times  is  only  natu- 
ral. Japanese  companies  are  much  better 
positioned,  when  the  recession  ends, 
than  any  others  in  the  world. 

Robert  A.  Howell 
Gunn  Howell  Markos  Partners  Inc. 

Wilton,  Conn. 

Your  editorial  "The  U.  S.  and  Japan: 
Toward  a  new  futLU-e"  (Mai'.  29)  indi- 
cates that  the  tables  have  been  turned 
in  reference  to  the  comparative  econom- 
ic situations  facing  the  U.  S.  and  Japan. 
Granted,  Japan  is  undergoing  a  substan- 
tial restructuring  due  in  part  to  the  si- 
multaneous collapse  of  its  real  estate 
and  securities  markets.  However,  it  still 
remains  the  world's  largest  creditor, 
with  the  highest  savings  and  investment 
rate  of  any  industrialized  country. 

The  U.  S.  is  now  entering  its  second 
decade  of  persistent  $80  billion-plus 
trade  deficits,  with  the  resulting  future 
claims  against  interest,  rents,  and  prof- 
its. Historically,  no  country  has  been 
able  to  sustain  indefinitely  deficit  and 
trade  imbalances  that  are  this  large 


without  eventually  risking  its  currency. 

Robert  N.  Royal 
Attleboro,  Mass. 

HOW  TEXAS  HAS  UPDATED 
ITS  PRODUg-UABILITY  lAWS 

Iapfjreciated  your  recent  article  "A  las- 
so around  liai^ility"  (Top  of  the  News, 
Mar.  29)  on  passage  of  new  product-li- 
ability reform  law  in  Texas,  but  your 
coverage  contained  an  error  and  omitted 
another  important  legislative  develop- 
ment in  the  Texas  tort  law. 

You  said  the  new  law  does  not  cap 
punitive  damages.  That's  because  Texas 
law  has,  since  1987,  capped  punitive 
damages  in  product-liability  cases  at  the 
greater  of  $20,000  or  four  times  actual 
damages,  which  must  be  more  than 
nominal  to  allow  any  award  of  punitive 
damages. 

Another  important  development  is  our 
legislature's  passage  of  a  bill  overturning 
the  Texas  Supreme  Court's  1990  Alfaro 
decision.  That  decision  held  that  a  1913 
statute  gives  anyone  an  absolute  right  to 
bring  a  personal-injury  suit  in  Texas, 
regardless  of  where  the  injury  occurred, 
if  the  plaintiff  can  get  jurisdiction  over 
the  defendant  in  Texas. 

Our  law  now  provides  that  Texas 
courts  may  invoke  the  doctrine  of  forum 
non  conveniens  to  dismiss  suits  in  favor 
of  those  causes  being  tried  in  a  more  ap- 
propriate jurisdiction.  This  new  legisla- 
tion will  bring  Texas  courts  into  the 
mainstream  of  U.  S.  jurisprudence  and 
allow  companies  to  do  business  in  Texas 
without  fear  of  suits  here  that  should  be 
brought  in  another  coimtry. 

"  Bob  Bullock 
Lieutenant  Governor 
Austin,  Tex. 

HERE'S  THE  MESSAGE:  MAKE 

THE  PENSION  SYSTEM  WORK  

Ji^he  crying  game  over  pensions"  (Fi- 
I  nance,  Apr.  5)  is  misleading.  I 
didn't  say  that  I  wanted  the  Pension 
Benefit  Guai'anty  Corp.  to  be  a  private- 
sector  company  but  that  it  should  be 
managed  like  one.  That  is  why  PBGC  has 
worked  hard  over  the  past  four  years  to 
achieve  proper  insurance  incentives  to 
reduce  losses,  plus  a  solvent  balance 
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Noining  cnanges  faster  than  the  woria  of  finance. 
So,  to  make  smarter  decisions  about  their  money, 
consumers  demand  24-hour  access  to  all  of  their 
bank's  services.  And,  to  stay  competitive,  banks 
need  to  deliver  those  services  without  fail.  That's 


why  WeiiS  hdiQu  put  Tandems  online  con 
soluti.ons  at  the  heart  of  its  electronic  b 
and  consumer  lending  operations.  No\a/ 
Fargo  processes  over  18  million  monthi 
transactions  and  more  than  80,000  daily 


We:is  Fatgo  Bank  ana  the  slagecoach  a'e  'egislered  Itademarto  of  Wells  Fargo  Bank  i  Co  Tandem  and  llie  Tandem  logo  are  trademarks  ot  landem  Cotnpulers  Incorporated  ©1993  landem  Computers  lncc'pj:a;ed  A 


■nsactions — all  with  unmatched  reliability, 
ult,  customers  come  to  the  bank  for  a  better 
f  service.  To  learn  how  we're  doing  it  for 
^argo,  call  800-959-2492,  ext.  610.  And 
r  what  Tandem  can  do  for  your  company. 


iMiiiiil 


TANDEM 


Shouldn't  you  be  computing  like  this? 


BREITLING 

1884 

Instruments  for  Professionals 


CHRONO  LONGITUDE 
Designed  tor  globe-circling  travellers,  this 
mechanical  selh%inding  chronograph  permanently 
displays  a  second  timezone  by  an  auxiliary  hour 
hand,  distinct  from  the  local-time  hand,  under 
which  It  can  b>e  retracted.  Pronounced  legibility  in 
the  dark.  Screw-locked  crow'n.  Water-resistant  to 
SO  m.  Rotating  l>ezcl  with  wind  rose. 


AUTHORIZED  BREITLING  AGENT: 

SUSAN  EISEN 

The  Promenade.  7500  N.  Mesa  -208.  El  Paso.  Texas  79912 
(915)  584-0022  •  (800)  562-6918 


sheet,  auditable  financial  accounts,  \ 
investment  strategj-,  and  better  cu] 
er  services.  i 


Apparently,  the  private-sector  i 
agement  approach  was  threateni 
some  of  the  "inside  the  Beltway"  c 
who  believe  in  the  status  quo  of 
subsidies  from  the  responsible  to  t 
responsible.  They  exaggerate  my  i 
the  savings  and  loan  association  an 
as  a  way  to  discredit  this  effort  1 
form  the  PBGC.  I  carefully  said 
PBGC's  problem  is  not  as  big  or  as  i 
diate  as  the  s&L  crisis.  The  point  ( 
analogy  is  that  Congress  should 
fromi  that  crisis  and  fix  PBGC's  flav 
fore  the  downward  spiral  accelera 

As  the  article  correctly  points 
the  real  issue  is  that  PBGC  needs 
reformed.  The  Clinton  Administi 
should  follow  the  lead  of  Repres 
tive  .J.  .J.  Pickle  ID-Tex.)  and  get  or 
strengthening  the  pension  net  tha 
ports  41  million  Americans. 

James  B.  Lockha 
Managing  Dii 
Smith  Barney,  Harris  Upham 
New 

Editor's  note:  The  writer  was  exe 
director  of  the  Pension  Benefit  Gvx 
Corp.  in  the  Bxish  Administration. 


CORREQIOHS  &  OARIFICATIO 

Because  of  incorrect  data  that 
supplied  by  Standard  &  Poor's  ' 
pustat  Services  Inc.,  the  tables  ac 
panying  the  BUSINESS  WTIEK  1000 
Bonus  Issue)  misstate  the  markei 
ue  of  Berkshire  Hathaway  Inc. 
correct  figure  is  $14,680  milhon,  \ 
lifts  the  company  to  No.  51 
No.  287.  Companies  listed  from  > 
to  No.  286  move  down  one  spot,  h 
copy  of  the  corrected  informati 
available  from:  BUSINESS  WEEK 
Reprints,  1221  Avenue  of  the  A 
cas.  New  York,  N.Y.  10020. 

"The  new  referee  at  CS  First  Bo 
(Finance,  Mar.  22)  incorrectly  qi 
an  estimate  of  how  sharply  eamir 
the  company's  London  operations 
fallen.  Goldman,  Sachs  Internat 
Ltd.  analyst  Susan  E.  Stemglas: 
ures  that  in  1992,  London  gene 
less  than  S20  million  in  earning 
much  as  80%  below  1991's  level. 

"Western  Union  banks  on  the 
banked'"  (Finance,  Apr.  5)  should 
said  that  the  company  reorganiz 
1989.  Debt  obligations  remained 
Western  Union  Corp.,  which  has 
been  renamed  New  Valley  Corp. 
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NOTEaiNGTHE  fORESTS 
1 1  BE  A  MISTAKE 

^  

In  gard  to  "Public-land  policy:  Bab- 
!  is  finding  the  balance"  (Top  of  the 
Mar.  29),  it  should  be  up  to  re- 
'iianagers  to  determine  the  way 
■!i  goals.  Clear-cutting,  in  itself, 
an  evil.  It  is  one  of  many  tools 
it-  to  timberland  managers.  Na- 
.  s  this  tool— in  the  form  of  fires, 
■es,  hurricanes,  and  other  appar- 
\  astating  occurrences— to  revital- 
-■rosystem.  The  result  is  almost 
a  more  vigorous  and  diverse  en- 

•  iit.  This  is  is  how  the  pine  spe- 
:  others  are  naturally  established, 
t -cutting  that  is  done  improperly 
atly  damage  the  residual  stand, 
il  not  be  seen  as  a  panacea  for 
st-management  problems.  If  you 
out  to  see  all  the  U.  S.  wilder- 

reas  that  will  never  see  active 
)r   management,  you  would  have  to 

•  over  6,500  acres  a  day  for  40 
'  .et's  not  too  severely  limit  what 
ilo  on  the  remaining  acres. 

David  E.  Anderton  Jr. 

Efland,  N.  C. 

U  IE  THAT  EUROPEAN  TRIP 

SI  $0  SMART  AFTER  AU  

y  ur  article  "A  stronger  dollar  has 
I  .mericans  dreaming  of  Europe"  (Ec- 
itj  c  Trends,  Mar.  29)  made  me  laugh. 
M  '  Value  of  the  Dollar,  published  by 
»  of  America  and  dated  Mar.  6,  1985, 
lie  that  I  got  10.47  French  fi'ancs 
W.  .  Now,  you  get  5.55.  The  German 
a  was  3.43,  now  1.63.  And  you  could 
iij  British  pound  for  $1.05.  Today,  it 
nj  -ost  you  $1.49.  So  where  is  the 
tr  J  dollar  now?  When  the  dollar  gets 
fl  1985  levels  again,  I'll  be  on  the 
plane,  and  you'll  have  to  send  my 
li>  ription  to  Europe! 
j  George  R.  Turpin 

Longboat  Key,  Fla. 

}  CRAZY  DIET 

(  IDS  PRETTY  lAMIUAR  

fL^arding  "The  Lopez  diet"  (Top  of 
lie  News,  Mar.  29):  For  several 
.  I  have  been  a  follower  of  the  fit- 
'  iliet,  and  nutrition  program  known 
'  il.  for  Life." 
J.  Ignacio  Lopez'  diet  is  not  pur- 
1  from  Fit  For  Life,  I'll  not  only 
!v  hat,  but  I  win  also  devour  an  en- 
tiawberry  shortcake. 

Martin  D.  Bier 
Woodmere,  N.Y. 


Sto  the  Editor  should  be  sent  to  Readers  Report, 
5s  Week,  1221  Avenue  of  the  Americas,  New 
.  Nl.  Y.  10020.  Fox  (212)  512-4464  All  letters 
ij  elude  on  address  and  daytime  and  evening  tele- 
»  numbers  We  reserve  the  right  to  edit  letters  for 
j  and  space. 


Northwestern 
University 


June  20-25, 
1993  and 
January  23-28, 
1994 


J-L.  Kellogg 

Graduate  School  of  Management 

Creating 

World-Class 

Quality 


Co-sponsored  by  (^) 


MOTOROLA  INC. 


Quality  is  tlie  corporate  concern  of  the  1990s.  Establishing  and  maintaining 
a  quality  improvement  process  is  the  subject  of  this  unique  program.  The  lead- 
ership of  a  company  must  define  quality  for  the  organization,  tailoring  the 
quality  improvement  process  to  the  company's  people,  culture  and  cus,tomers. 
The  program  is  for  corporate  management  and  their  key  associates  involved 
in  quality. 
Past  participants  have  said: 

"One  of  the  best  and  most  diverse  pfrograms  on  quality  mani^ement  dm  I  have  attended. 
The  course  organizers  have  created  a  superi)  mix  of  academe  and  indusvry." 

"This  course  not  ordy  trrovides  an  A-Z  o^'eniew  of  total  quality  management  but  also 
balances  the  potential  company-vAde  benefits  vith  realistic  assessment  of  what  it  wHl  take  to  get 
going  on  the  quality  journey . " 


For  a  brochure,  contact 

Executive  Programs  •  Kellogg  Graduate  School 
of  Management  •  Northwestern  Universiry 
James  L.  Allen  Center  •  Evanston,  IL  60208-2800 
Phone  708-866-1900  •  Fax  708-491-4323 


Kello 
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THE  OUTLAW  BANK:  A  WILD  RIDE  INTO 
THE  SECRET  HEART  OF  BCCI 

By  Jonathan  Beaty  and  S  C.  Gwynne 
Random  House  •  399pp  •  $25 


ROBBER 


FALSE  PROFITS:  THE  INSIDE  STORY  OF  BCCI,  THE 
WORLD'S  MOST  CORRUPT  FINANCIAL  EMPIRE 

By  Peter  Truell  and  Larry  Gurwin 
Houghton  Mifflin  •  522pp  •  $24.95 


The  shutdown  of  Bank  of  Credit  & 
Commerce  International  in  1991 
l)roduced  a  flood  of  sensational 
headlines.  The  reported  losses  were  $20 
billion  or  more.  The  bank  was  linked  to 
the  CIA  and  a  roster  of  world-class 
sleazeballs,  including  Manuel  Noriega 
and  Palestinian  terrorist  Abu  Nidal.  Yet 
the  BCV]  tale  was  so  complicated  that 
most  who  followed  it  were  left  with 
more  questions  than  answers. 

Now,  two  books  by  reporters  who  led 
the  pack  in  tracking  this  sly  beast  offer  a 
much  fuller  recounting  than  we've  had 
before.  They  are  of  particular  interest 
because  Washington  lawyei'  Robert  A. 
Altman  is  on  trial  in  New  York  for  his  al- 
leged role  in  the  affair.  His  partner  Clark 
M.  Clifford,  the  nonpareil  Washington 
insider,  would  be  in  the  dock,  too,  but  he 


won  a  delay  to  undergo  heart  surgery. 

Both  False  Profits  and  The  Outlaw 
Bank  are  solid  accounts  of  the  scandal. 
But  False  Profits,  by  Peter  Ti'uell  of  The 
Wall  Street  Journal  and  free-lancer  Lar- 
ry Gui'win,  has  a  piecemeal  structure 
that  makes  it  a  slog.  The  Outlaw  Bank  is 
a  fai'  better  read  because  Time's  Jona- 
than Beaty  and  S.  C.  Gwynne  crafted 
their  reporting  into  a  thriller.  Beaty, 
who  apparently  did  most  of  the  sleuth- 
ing, plunged  into  the  netherworld  of 
spies,  arms  dealers,  and  drug  traffickers 
where  BCCI  thrived,  and  the  book  evokes 
an  aura  of  paranoia  and  seaminess. 

Gwynne  and  Beaty  do  a  marvelous 
job  of  tracing  BCCl's  origins.  It  was  the 
brainchild  of  Agha  Hasan  Abedi,  a  sil- 
ver-tongued Pakistani  banker  who  real- 
ized in  the  mid-1960s  that  the  flyblown 


Arab  sheikdoms  across  the  gi 
soon  l)ecome  unspeakably  rich, 
uously  courted  Abu  Dhabi's  ui 
cated  Sheik  Zayed,  who  woulc 
one  of  the  world's  richest  pe 
won  Zayed's  heart  by  arrang 
orate  falconing  expeditions  in 
with  entertainment  "from  car 
to  trips  to  Lahore's  red-light  d 

In  1972,  Zayed  agreed  to 
Abedi's  grand  plan:  a  Middle 
trolled  multinational  bank  th 
l)reak  the  hold  of  Western  fin 
stitutions  on  the  developing  wo 
of  America  also  took  a  30%  s 
soon  sold  out,  apparently  smell 

Al)edi's  timing,  as  Gwynne  a 
write,  was  "nothing  short  of  mi 
When  the  1973  embargo  quadi 
prices,  BCCI  became  the  bank 
for  Arab  tycoons  but  also  for  r 
Third  World  expatriates  who  f 
the  gulf  to  work.  Abedi  expai 
some  70  countries. 

Gwynne  and  Beaty  depict 
less  interested  in  profits  than 
and  i^restige.  He  liked  flying  pe 
as  former  President  Jimm^ 
around  and  giving  to  their  i 
While  his  internal  memos  spok 
of  BCCI  as  God's  vehicle  for  doin 


ehind  a  pious 
acade,  world-class 
leazeballs  offered 
\  \  very  thing  from  girls 
9  money-laundering 


i 


C 


Third  World,  his  underlings  used  all 
ner  of  sleaze  to  win  over  clients— 
ery,  money  laundering,  even  procur- 
Beaty  and  Gwynne  allege  that  Zafar 
1,  BCCl's  last  CEO,  was  once  in  charge 
ispecting  girls  for  the  sheiks. 
Xl's  unscrupulousness  made  it  the 
i  of  choice  for  arms  dealers  and  the 
;  trade,  as  well  as  spy  agencies  such 
,he  CIA  and  Israel's  Mossad.  Both 
cs  detail  BCCl's  role  in  helping  Norie- 
:hannel  millions  out  of  Panama, 
/hen  Abedi  set  his  sights  on  the 


U.  S.,  New  York  regulators  spurned  two 
of  his  attempts  to  buy  banks  because 
they  thought  BCCI  was  "jerry-rigged," 
say  Gwynne  and  Beaty.  So,  in  timeless 
Middle  Eastern  fashion,  Abedi  sought  a 
fixer— and  found  Clifford.  Both  books  re- 
late how  Clifford  and  Altman  allegedly 
engineered  the  1982  takeover  of  the 
Washington  bank  later  known  as  First 
American  Bankshares  Inc.  In  essence, 
BCCI  hid  its  role  by  bankrolling  Arab 
frontmen.  Clifford  and  Altman  are 
charged  with  misleading  regulators 


about  who  the  real  owners  were  and 
receiving  bribes  in  the  form  of  millions 
in  legal  fees  and  stock  deals.  Both  deny 
the  charges.  The  key  Arab  figure,  Ka- 
mal  Adham,  once  chief  of  Saudi  intelli- 
gence, pleaded  guilty  to  conspiring  to 
conceal  First  American's  true  ownership 
and  agi-eed  to  pay  a  $105  million  fine. 

After  oil  prices  collapsed  in  the  early 
1980s,  bad  loans,  huge  trading  losses, 
and  outright  theft  encouraged  by  sloppy 
practices  made  the  bank  highly  illiquid. 
Still,  Abedi  and  his  aides  kept  theii"  Pon- 
zi  scheme  going.  To  dress  up  the  books, 
they  loaned  wealthy  Arabs  money  to 
buy  BCCI  stock,  took  deposits  without 
booking  them,  and  made  bilHons  in  non- 
performing  loans  seem  to  perform.  The 
bank's  complex  structure  helped  conceal 
the  scams.  Its  headquarters  were  in 
London,  but  it  was  chartered  in  Lux- 
embourg to  exploit  secrecy  laws  there, 
and  it  also  used  the  Cayman  Islands  and 
other  regulatory  dead  zones. 

But  auditors  and  regulators  were  lax, 
too.  Beaty  and  Gwynne  slam  Price  Wa- 
terhouse  for  certifying  the  bank's  l)ooks 
in  the  late  1980s  even  though  it  ob- 
served as  early  as  1985  that  the  bank's 
Cayman  Islands  practices  were  question- 
able. Price  Waterhouse  defended  its 
signing  off  on  the  1989  books  by  saying 
it  thought  Abu  Dhabi  "was  committed" 


MULTIMEDIA  COMMUNICATIONS  SYSTEMS 


If  Only  You  Spent  As  Much  Time  Managing  Your 
Global  Projects  As  You  Do  Getting  To  Them. 


Now  with  Northern  Telecoms  multimedia  communications  systems,  global  managers  can 
collaborate  face  to  face  from  opposite  ends  of  the  world.  Systems  that  make  desktop 
video  conferencing,  screen  sharing  and  high-speed  image  transmission  possible.  Systems  that 
will  ultimately  redefine  the  way  global  business  gets  done. 

Northern  Telecom.  Discovering  and  delivenng  the  best  solutions 
in  voice,  video  &  data  communications  systems  worldwide. 


ixt 


nurthcrii 
fciccom 


Nonhcrn  Tclctom 
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W^^ye  Installed  a  new  power  line. 

The  1994  Full-Sike  Dodge  Ram  ^n.  W6>e  not  just  talking  about  a  serious 
^ork  triicli  liere.  Wre  talking  a  whole  line  of  work  trucks  that's  like 
nothing  else  on  the  road  or  on  the  job. 


f3 


Ram  Van  109.6"  wheelbase 


Ram  Van  127.6"  wheelbase 


Ram  Uaxivan  127.6"  wheelbasm.- 


Ram^n  starts  off  with  more  standard  horsepower  than  vans  from 
Fordj^^phevy  or  GMC.  And  our  available  360  cubic  inch,  5.9  liter  Magnum  V 
out^^wers  their  comparable  V-8s  with  an  impressive  230  horsepower  and 
325  Ibs-ft  of  torque. 

But  Magnum  power  is  just  the  beginning.  With  up  to  304.5  culiic  feet  < 


f  go  capacity,  you  get  more  maximum  interior  cargo  ^^-^^^ 
|gth  and  volume  than  Ford  Econoline.  You  also  get  r^^^'V^ 
f  to-the-minute  styling.  And  improved  ride  and  H||^'    ^  3  \4 

ering  response  across  the  board.  Anti-lock  rear  B  /^^|H| 
kes  are  standard,  too,  or  you  can  choose  f ou^ 

Ram  Van  has  the  added  advantage  of  the  lowest  ^'^NljHH 
d  height  of  any  full  -size  van  on  the  market.  And  our  BKJiM^jjji^H 

ndard  Owner's  Choice  Protection  Plan  is  a  warranty  choice  no  other 
nufacturer  offers:  7-year/70,000-mile  powertrain  protection  or  3-year/ 
000-mile  bumper-to-bumper  coverage.^ 

Dodge  Ram  Van.  This  is  one  power  line  you'll  want  to  get  your  hands  on, 

1 1-800-WORK  RAM  for  a  brochure  and  commercial  buyer  incentive 

,         ■                                                      .   >,  • 
rmation.   ,  % 


Ram  Van 


The  New  Dodge 

«  Oiviiion  of  the  Chiysler  Coiporation 


'tSee  limited  warranties,  restrictions  &  details  at  your  dealer.  Excludes  normal  maintenance,  adjustments  &  wear  items.  Buckle  up  for  safety 


Fidelity's  Spartan 
Brings  Higher  Welds 
to  Giniiie  Maes 

Spartan®  Ginnie  Mae  Fund 

If  you're  looking  for  more  income,  you  probably  don't  want 
to  sacrifice  liigli  quality.  Now,  witli  Fidelity's  Spartan  Ginnie  Mae 
Fund,  you  can  pursue  liigli  current  yields  primarily  from  securi- 
ties backed  by  the  full  faith  and  credit  of  the  U.S.  government.' 

Fidelity's  Proven  Spartan  Approach® 
ToHi^erVields 

Our  Spartan  funds  are  designed 
to  maximize  vields  by  minimizing 
fimd  operating  expenses. '  At  its  incep- 
tion, this  common  sense  approach 
was  considered  groundbre-aldng.  We 
believe  it  sets  the  standu-d  to  help 
deliver  higlier  yields  to  investors. 


Spar^ 
Ginnie  Mae  Fund 


6.99' 

30-Day  Yield' 
(ended  2/16/93) 


6.49 


Total  Return/1  Year' 
(12/31/91-12/31/92) 


Average  Annual  Return/ 
Life  of  Fund' 
(12/27/90-12/31/92) 


It's  Easy  To  Transfer  Your 
Retirement  Savings 

Fidelitv  makes  it  eas\  to  transfer  your 
bank  savings  assets  or  your  retire- 
ment savings.  Just  call,  and  we'll 
assist  you.  There's  no  sales  charge. (Minimum 
iiwestment:  $10,000.)  As  with  any  bond  Hind,  yield, 
share  price,  and  return  will  fluctuate  and  you  may 
have  a  gain  or  loss  when  you  sell  your  shares. 

Visit  a  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-544-8888 


Fideiiiy 


Invesiments^ 

Common  sense.  I  'ncommon  results. 


For  more  complete  information,  including  management  fees  and  transaction  expenses,  calf  or 
write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  'The  Fund  itself 
is  not  guaranteed  by  the  L  .S.  government.  If \our  account  balance  is  below  $50,000,  transac- 
tions will  reduce  your  yield.  "Total  returns  are  historiciil  and  include  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains  and  the  effect  of  the  SS  closeout  fee.  If  Fidehty  had 
not  reimbursed  a  |)ortion  of  Fund  expenses,  the  yield  would  have  been  6.58%  and  returns 
would  have  been  lower.  The  expense  limitation  may  be  revised  at  any  time,  at  which  time  yield 
2r  and  returns  will  go  down.  Fidelitv  Distributors  Corporation.        CODE:  BW/SGM/041 993 


to  backing  BCCI.  (The  firm  later  die 
man  work  in  uncovering  the  fraud 

The  Bank  of  England,  both  book 
helped  hush  up  BCCl's  problems  foi 
of  hurting  depositors  in  BCCl's  B 
retail-bank  network.  Authorities  \ 
Zayed  would  bail  everyone  out.  H 
take  over  in  1990  and  pumped  sor 
billion  into  the  bank,  but  that  w 
enough.  U.  S.  officials  also  take 
lumps,  for  not  following  up  on  num 
tips  and  critical  reports  and  for  alk 
BCCI  to  keep  operating  after  bant 
cials  pleaded  guilty  in  1990  to  m 
laundering  charges  in  Florida. 

There's  no  one  reason  BCCI  sur 
so  long.  In  the  U.  S.,  Clifford  anc 
man  were  very  effective  v/ith  a 
phrase  here  and  a  campaign  dor 
there.  Reluctance  to  offend  key  M 
Easterners  seems  to  have  played  a 
Both  books  suggest  that  Abedi  anc 
were  useful  sources  and  conduits  f( 
CIA  projects,  especially  support  fc 
ghan  resistance  against  the  Soviet 

The  British  authorities  finally  n 
against  BCCI  in  1991  because  New 
District  Attorney  Robert  M.  Mo 
thau  was  about  to  hand  down  an  i 
ment.  Jack  Blum,  a  disgi'untled  S 
investigator,  had  gone  to  him  aft( 
coming  convinced  that  Clifford  wi 
structing  a  Senate  probe.  Beatj 
Gwynne  report  that  Morgenthau 
vestigators  believed  the  Bank  of 
land  and  the  U.  S.  Justice  Dept. 
"thwarting  them  at  every  turn." 

When  the  house  of  cards  fell  ( 
at  least  $9  billion  was  missing.  The 
in  places  such  as  Egypt,  whom  j 
claimed  to  champion,  got  htirt.  In  B] 
where  deposit  insurance  is  skimpy, 
Asian  immigrants  got  burned.  Zay( 
pears  to  have  lost  as  much  as  $8  b 
Beaty  and  Gwynne  report  that  di 
tors  in  London  have  tried  using  a 
board  to  divine  the  numbers  ol 
Swiss  bank  accounts  Abedi  may 
Bedridden  after  a  1988  heart  attac 
has  denied  responsibility  for  the  col 
blaming  it  on  "mismanagement." 

Both  books  leave  the  disturbin 
pression  that  another  BCCI  could 
pen.  The  offshore  banking  centers 
di  used  so  effectively  remain  in  bus 
More  troubling  is  what  BCCI  sh 
about  Western  mores.  As  Truel 
Gurwin  note,  Abedi  operated  ii 
U.  S.  as  he  would  have  in  Pakist 
Abu  Dhabi.  He  cozied  up  to  impc 
people,  and  when  he  got  in  troubl 
paid  heavy  legal  fees  and  made  big 
ical  contributions.  Were  it  not  fo 
prosecutors  who  bucked  the  sy; 
BCCI  might  still  be  in  business. 

BY  STANLEY 

Reed  lived  in  the  Middle  East  d 
BCCl's  heyday. 
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Economic  Viewpoint 


THE  EVIDENCE  AGAINST  BANKS 
DOESN'T  PROVE  BIAS 


BY  GARY  S.  BECKER 


There's  a  flaw  in  the 
Boston  Fed's  study 
of  whether  banks 
discriminate  on 
mortgages  to 
minorities:  Bad 
methodology  blurs 
prejudice  against 
minorities  with 
prejudice  against 
deadbeats 


GARY  S.  BECKER,  THE  1992  NOBEL 
LAUREATE  FOR  ECONOMICS,  IS 
PROFESSOR  OF  ECONOMICS  AT 
THE  UNIVERSITY  OF  CHICAGO 


A recent  Federal  Reserve  Bank  of  Boston 
study  says  that  banks  discriminate 
against  black  and  Hispanic  applicants 
foi'  mortgages.  Although  this  study  stimulated 
the  Comptroller  of  the  Currency  to  announce 
plans  U)  ferret  out  such  discrimination  against 
minorities,  it  is  flawed  and  does  not  provide 
Iiersuasive  evidence  of  bias  against  blacks  or 
other  groups  in  the  mortgage  market. 

Discrimination  in  the  marketplace  is  a  seri- 
ous problem  that  hurts  minorities,  but  the 
use  of  invalid  methodology  is  no  help  in  fight- 
ing it.  In  my  book  The  Ecmioniics  of  Discrim- 
ination, I  set  out  principles  for  determining 
whether  there  is  actual  discrimination  against 
minorities  in  labor,  housing,  or  consumer  mar- 
kets. In  essence,  discrimination  in  the  mar- 
ketplace consists  of  voluntarily  relinquishing 
profits,  wages,  or  income  in  order  to  cater  to 
prejudice.  An  employer  discriminates  when 
he  refuses  to  hire  applicants  from  a  group 
even  though  they  would  produce  more  profit 
than  those  who  are  hired.  Employees  discrim- 
inate if  they  refuse  to  work  alongside  mem- 
bers of  a  group  even  though  they  can  earn 
more  by  doing  that.  The  cor'ollary  here  is  that 
if  a  company  chooses  not  to  hire  members  of  a 
group,  its  decision  may  not  be  discriminatory 
if  hiring  others  who  are  cheaper  or  more  pro- 
ductive results  in  more  profits. 
HARD  TO  MEASURE.  The  flaw  in  all  studies  of 
discrimination  by  banks  in  applications  for 
mortgages  is  that  they  have  not  determined 
the  profitability  of  loans  to  different  groups. 
Instead,  they  examine  whether  rates  of  denial 
to  minority  applicants  for  mortgages  exceed 
those  to  whites  with  similar  incomes,  credit 
histories,  and  various  other  characteristics. 
These  studies  generally  conclude  that  there  is 
discrimination  against  black  and  Hispanic  appli- 
cants because  they  are  more  frequently  denied 
mortgages.  In  the  Boston  study,  for  example, 
17%  of  blacks  were  turned  down,  compared 
with  only  11%  of  whites  with  similar  character- 
istics. Yet  some  of  the  studies  find  that  Asian 
Americans  are  less  likely  to  be  turned  down 
than  whites,  which  is  difficult  to  reconcile  with 
discrimination  by  l)anks  against  minorities. 

The  conflicting  results  for  Asian  Americans 
and  other  minorities  are  probably  because  of 
the  methods  used.  Although  such  "comparabil- 
ity" studies  can  be  useful  in  finding  a  smoking 
gun  and  may  be  necessary  when  nothing  bet- 
ter is  possible,  they  are  never  decisive.  Many 
characteristics  unaddressed  in  these  studies- 
such  as  any  record  indicating  chronic  late  pay- 
ments—could explain  the  differences  in  lending 
rates  between  groups. 

A  valid  study  of  discrimination  in  lending 
would  calculate  default  rates,  late  payments. 


interest  rates,  and  other  determinants  c 
profitability  of  loans.  If  banks  do  discrin: 
against  blacks  and  other  groups,  they  \ 
impose  stricter  standards  on  loans  to 
than  to  whites  with  truly  comparable  ( 
backgrounds.  The  banks  would  be  willing 
nance  only  the  most  profitable  of  Afi 
American  applications.  Were  that  the 
the  mortgage  loans  approved  for  minorit 
plicants  should  be  more  profitable  than 
to  whites,  not  less  profitable  or  even  ec 
profitable. 

PARADOXICAL.  The  Boston  Fed's  is  the 
of  the  conventional  studies  of  mortgag( 
crimination.  But  since  it  chose  to  cor 
only  recent  applications,  it  did  not  have 
information  on  default  rates  and  other  del 
nants  of  profitability.  Apparently,  the  stuc 
examine  average  default  rates  in  diff 
census  tracts  in  the  Boston  area.  It  re 
that  it  did  not  find  greater  default  rat 
tracts  with  a  larger  percentage  of  black 
Hispanics. 

However,  the  theory  of  discriminatioi 
tains  the  paradox  that  the  rate  of  defai 
loans  approved  for  blacks  and  Hispani 
discriminatory  banks  should  be  lowei 
higher,  than  those  on  mortgage  loai 
whites.  The  reason  again  is  that  such  1 
only  accept  the  very  best  minority  candii 
Therefore,  rather  than  sujjporting  the  1: 
conclusion,  the  census-tract  default  data 
ally  raise  serious  doubts  about  whether 
in  the  Boston  area  have  been  di-scrimins 

I  am  not  claiming  this  proves  there 
discrimination  in  bank  lending  against  l 
and  Hispanics,  and  it  is  obvious  that 
are  many  examples  of  discrimination  aj 
these  groups  in  the  overall  economy, 
do  say  that  serious  methodological  flaws 
them  of  dubious  value  in  formulating 
policy. 

A  SIMPLE  APPROACH.  Moreover,  as  far 
know,  minority-owned  banks  and  other 
that  specialize  in  making  loans  to  blacks 
panics,  and  other  minorities  have  not  t( 
to  be  particularly  profitable.  If  this  cone 
is  correct,  it,  too,  raises  doubts  about  wh 
there  is  widespread  denial  of  profitable 
cations  from  minority  gi'oups,  since  the 
that  specialize  in  lending  to  them  shou 
very  well. 

Economics  all  too  seldom  provides  str 
forward  guidelines  for  designing  and  ana 
statistical  materials  on  subjects  of  great 
importance.  Since  the  economic  theory  ( 
crimination  does  provide  a  simple  appro£ 
is  too  bad  that  studies  of  whether  bank 
criminate  in  mortgage  lending  have  not  u 
these  insights. 
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NiMH  battery.  Not  to  mention  MS-DOS", 
Windows,  and  a  mouse.  Arid  if  you're  really 
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Once  This  National  Hamliuriier  Chain  Saw  What  Our  Sei 


Do  For  Them  Regionally,  They  Only  Hod  One  Question. 


Could  They  Get  Them  To  Go! 


when  a  Uamhurger  giant  gets  an  appetite  for  increasing  business  at 
thousands  of  franchises,  you  know  they're  not  thinking  small.  That's  why 
when  this  particular  fast  food  chain  went  looking  for  a  way  to  streamline 
their  telecommunications,  they  looked  for  the  telecommunications 
company  that  had 
the  higgest  ideas. 
BellSouth.  Tlien 
they  asked,  could 
they  get  them  to 

go?  It  was  a  hig  order.  But  we  were  rea  dy. 

First,  we  helped  set  up  a  voice-mail  system  that  allowed  them  to 
tie  their  locations  together  across  the  country.  Tijen,  we  coordinated 
cellula  r  service  for  their  field  managers  —  nationwide.  So  they  could 
have  a  single  point  of  contact  for  sales  and  service.  For  most,  it  would 
have  heen  a  special  order.  For  us,  it  was  husiness  as  usual. 

Tliey  came  to  BellSouth  hecause  we're  more  than  one  company. 
We  re  a  family  of  communications  companies  capable  of  providing  your 
husiness  with  the  same  combination  of  wireless  and  wireline  solutions 
we  provide  dfor  th  em. 

From  paging,  cellular,  mobile  data  and  information  services,  to 
sophisticated  telecommunications  networks,  BellSouth  has  the  depth 
of  resources  required  to  meet  your  communications  challenges  today. 
And  tomorrow. 

Wint  a  taste  of  what  BellSouth  can  do  for  you?  For  more  informa- 
tion, call  your  BellSouth  Rep  resentative,  or  1-800-726-BELL. 


Telecommunications 
Information  Services 
Mobile  Com  munications 
Advertising  Services 


(vl'J'J.^  BellSouth  Cotpinition 


BELLSOUTH' 
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Economic  Trends 


BY  GENE  KORETZ 


IF  M2  DROPS, 
CAN  A  SLOWDOWN 
BE  EAR  BEHIND? 


So  far.  nobody  is  selling  buttons  read- 
ing: "It's  the  money  supply,  stupid." 
But  economist  Paul  L.  Kasriel  of  Chica- 
go's Northern  Trust  Co.  thinks  it's  fast 
becoming  a  marketable  idea.  "For  the 
first  time  in  recent  memory,"  he  says, 
"all  of  the  key  monetary  indicators  are 
giving  off  negati\  e  signals." 

Both  M2,  the  most  closely  watched 
monetary  aggi-egate,  and  the  more  inclu- 
sive M-3  have  declined  for  four  straight 
months,  Kasriel  notes.  And  Ml,  the  nar- 
row money  suppl.w  flattened  out  in  Feb- 
ruary and  in  Majxh.  after  exploding  at  a 
14.5%  rate  last  year  (chart). 

At  least  on  the  surface,  the  Federal 
Reserve  Board  is  unperturbed.  Noting 
that  changes  in  the  financial  system  and 
in  savings  behavior  have  loosened  the 
relationship  between  the  money  supply 


MONETARY  INDICATORS 
ARE  FIASHING  RED 


M2  MONEY  SUPPLY 

Mi  +  SAVINGS  OEPOSrn,  SMAU  CIH 
MONETMARKH  ACCOUNTS  AND  FUNDS 


Ml  MONEY  SUPPLY 

CURRENO,  CHECKING  ACCOUNTS 
CHECKABLE  DEPOSITS 


and  economic  growth,  the  Fed  says  its 
policy  decisions  are  now  based  on  a 
broad  range  of  economic  and  financial 
indicators.  Even  the  bond  mai'ket,  which 
used  to  await  the  weekly  money-supply 
report  with  bated  breath,  has  shrugged 
off  the  latest  numbers  and  focused  in- 
stead on  inflationary  fears. 

Such  attitudes  may  prove  shortsight- 
ed. Not  only  are  M2  and  M3  far  below 
the  lower  target  ranges  set  by  the  Fed 
earlier  this  year,  but  the  sudden  drop  in 
Ml  growth  undermines  claims  that  its 
buoyancy  is  a  better  guide  to  underlj-ing 
economic  strength  than  wider  measures. 
"The  broad  weakness  in  the  monetary 
aggregates  is  definitely  clouding  the 
near-term  economic  outlook,"  warns  eco- 
nomic consultant  Robert  H.  Parks. 


More  important,  many  economists,  in- 
cluding monetarist  guru  Milton  Fried- 
man, believe  that  Fed  policy  has  been 
and  still  is  restrictive.  They  point  out 
that  over  long  periods— 10  years,  say— 
the  cumulative  growth  of  M2  and  nomi- 
nal gross  domestic  product  turn  out  to 
be  almost  identical.  And  over  short  peri- 
ods, such  as  three  months,  notes  Kasriel. 
"real  M2  growth  has  been  a  remarkably 
accurate  predictor  of  industrial  output- 
foreshadowing,  for  example,  both  the 
start  of  the  recovery  in  early  1991  and 
the  pause  that  followed." 

With  real  M2  down  sharply  in  recent 
months,  for  Kasriel  the  monetary  mes- 
sage is  unambiguous.  "Sometime  in  the 
second  quarter."  he  says.  "I  expect  a 
dramatic  slowing  in  economic  growth." 


'SMOG  FUTURES' 
RAISE  A  CLOUD 
OF  CONTROVERSY 


Economists  have  long  argued  that  the 
in\isible  hand  of  the  market  can  curb 
pollution  more  efficiently  than  rigid  con- 
trols. Now,  they're  getting  a  chance  to 
prove  their  case  in  the  real  world. 

In  line  with  federal  legislation,  the 
Chicago  Board  of  Trade  on  Mar.  30  held 
the  first-e\-er  auction  of  150.010  air-pollu- 
tion "allowances"  granted  by  the  Envi- 
ronmental Protection  Agency.  Each  al- 
lowance permits  a  utihty  to  spew  one 
ton  of  sulfur  dioxide  into  the  air.  Based 
on  their  past  records,  utilities  are  award- 
ed rights  to  pollute  the  atmosphere  at  a 
declining  rate  in  the  future,  with  total 
rights  keyed  to  the  target  of  cutting 
emissions  in  half  by  the  year  2000.  But 
utilities  whose  cleanup  efforts  exceed 
EPA  guidelines  can  sell  their  unused 
rights  to  utilities  who  need  more  time. 

"Smog  futures"  are  likely  to  remain 
controversial  for  some  time.  Some 
Northeastern  states  wracked  by  acid 
rain  fear  that  sales  will  simply  allow 
Midwest  utilities  to  keep  polluting.  And 
the  activist  group  Greenpeace  picketed 
the  Chicago  auction.  Selling  allowances, 
said  spokesman  Marvin  Golden,  "is  like 
giving  a  pack  of  cigarettes  to  a  person 
dying  of  lung  cancer."  Another  environ- 
mental group  chose  to  buy  up  some  al- 
lowances and  thus  retire  them  unused. 

The  biggest  surprise  at  the  initial  auc- 
tion, which  will  be  follow^ed  by  similar 
events  every  few  months,  was  the  clear- 
ing price  of  "smog  rights."  Although  the 
price  on  the  open  market  had  been  run- 
ning about  S450  a  unit,  successful  bid- 
ders in  Chicago  had  to  pony  up  just 
S143— proving,  says  the  CBOT,  that  "the 
auction  market  is  ti'uly  efficient." 

With  David  Greising  in  Chicago 


HOW  PRIVATE  MEDICAi 
COSTS  PUSH  UP 
THE  U.S.  TAX'  RATE 


Just  how  lightly  taxed  are  Amer 
Comparative  (lata  show  that  the 
tax  bite  is  just  32%  of  gi'oss  dor 
product,  a  bit  below  Japan's  34° 
far  below  the  41%-to-47%  levels  i 
five  other  Group  of  Seven  nations 
economist  David  D.  Hale  of  Kemp 
nancial  Services  Inc.  points  out  thj 
doesn't  reflect  the  fact  that  the  p: 
sector  in  the  U.  S.  picks  up  the  tj 
57%  of  health-care  expenditures- 
than  double  the  percentage  in  its 
industrial  rivals,  all  of  which  ha\ 
tional  health  systems. 

Since  private-sector  health-can 
lays  are  hardly  discretionary  foi 
people.  Hale  argues  that  such  ex] 
tures  should  be  regarded  as  an  in 
tax— an  adjustment  that  raises  th( 
U.  S.  "tax"  burden  to  40%  of  GDP. ' 
higher  than  Japan's  35.8%  and  clo 
the  43%-to-49%  ratios  found  in  the 
G-7  nations. 

Looked  at  this  way,  the  implicit 
tax  burden  is  not  only  far  larger 
first  appears  but  is  likely  to  get 
bigger  when  uninsured  Americar 
provided  with  health  coverage.  "Tl 
question  in  coming  years,"  says 
"will  be  whether  this  implicit  tax, 
has  been  growing  far  more  rapii 
the  U.  S.  than  overseas,  can  be  br 
under  control  bv  health-care  refor 


THIS  YEAR'S  UPTURNS 
SPEAK  ONLY  ONE 
LANGUAGE^ENGLISH 


Call  it  an  Anglo-Saxon  recov'ery. 
Japan  and  most  of  Europe  sti 
with  recession,  economist  William 
ling  of  Merrill  Lynch  &  Co.  note: 
all  the  major  English-speaking  n. 
apparently  have  turned  the  comer, 
the  U.  S.  expansion  on  a  Arm  fo 
Canada's  economy  has  grown  for 
straight  quarters,  bolstered  by  s( 
exports.  Britain's  economy  is  res 
ing  to  a  weaker  pound  and  mor 
and  fiscal  stimulus.  And  Australi 
benefited  from  a  sharp  housing  ui 
To  be  sure,  sluggish  growth  am 
unemplovTnent  continue  to  plague  j 
ica's  English-speaking  counterparts 
by  yearend,  according  to  Merrill  1 
&  Co.  projections,  Canada  and  Au; 
will  have  growm  by  2.8%  and  Briti 
1.6%— faster  than  virtually  all  nor 
lish-speaking  industrial  nations. 
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r  IE  BLIZIARD  OF  '93  CHILLED  THE  NUMBERS 
.  BUT  NOT  THE  ECONOMY 


IRIN6  LOOKS 
IIT  CTRONGER 
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atl  ^^hat  a  winter.  Floods  in  the  West  and  a  bliz- 
l^^v  zard  in  the  East— along  with  the  return  of 
1  Wr  normal  snowfalls  in  most  regions— have 
r  ed  havoc  across  the  U.  S.  And  it  isn't  just  nerves 
■c  frayed.  The  latest  data  are  also  showing  signs  of 
\vear  and  tear. 

■  of  the  numbers  look  ominous.  In  March,  employ- 
11  for  the  first  time  in  seven  months.  Manufactur- 
I  construction  seem  to  be  losing  momentum,  and 
1,  ners  are  more  downbeat.  At  the  same  time,  a  jump 
;  Illy  wages,  following  some  bad-looking  price  indexes, 
J:  sts  that  the  inflation  monster  is  waking  up. 

Not  to  worry,  though.  The 
first-quarter  data  are  more  jum- 
bled than  jarring.  In  particular, 
the  Blizzard  of  '93  has  clouded 
much  of  the  March  data,  from 
employment  to  industrial  output 
to  retail  sales.  Because  of  the 
storm-related  dips  and  stalls,  the 
economy's  picture  probably  won't 
come  into  sharper  focus  until 
May,  when  the  April  data  offer  a 
less  fuzzy  view, 
lat  is  clear  right  now  is  that  the  economy's  pace 
joled  off  from  its  consumer-led  4.7%  annual  rate  of 
r  th  in  the  fourth  quarter.  But  that  was  expected 
V  before  the  bad  weather  hit.  For  one  thing,  consumers 
K  :he  financial  power  to  lift  their  spending  at  a  5.1% 
a  for  the  second  quarter  in  a  row. 

t  that  doesn't  mean  the  expansion  is  in  trouble.  De- 
;  the  March  losses,  the  job  data  show  a  trend  of 
I  luit  steady  improvement  in  the  labor  markets  (chart). 
1  pattern  should  continue  this  spring,  and  more  jobs 
n  ;eep  consumer  spending  on  the  rise. 

'wer  gi-owth  should  allay  inflation  fears.  The  credit 
1  els  worry  that  recent  jumps  in  the  price  indexes  are 
'i:  ling  permanently  higher  inflation.  But  with  econom- 
■  iwth  only  moderate,  with  the  jobless  rate  still  high, 
I  vith  plenty  of  unused  capacity,  the  credit  markets  are 
1  i!)ly  seeing  ghosts  (page  32). 

H'T  BE  The  best  thing  the  economy  has  going 
OWED  BY  for  it  is  stronger  labor  markets.  Job 
E  MARCH  growth  is  far  from  robust,  but  it  is  clear- 
B  DATA  ly  ^  rising  trend.  Taken  by  themselves, 
1  'lai-ch  numbers  are  hardly  reassuring,  but  they  should 
»  iewed  in  the  context  of  the  month's  weather  and 
.urprising  strength  in  previous  months. 


Payrolls  of  nonfarm  businesses  showed  22,000  fewer 
workers  in  March.  However,  a  59,000  drop  in  construction 
employment,  reflecting  poor  weather  conditions  over  much 
of  the  country  in  late  February  and  early  March,  more 
than  accounted  for  the  decHne. 

In  addition,  the  East  Coast  snowstorm  occurred  in  the 
Labor  Dept.'s  survey  week,  resulting  in  a  shorter  work- 
week in  many  industries.  Weekly  hours  in  all  industries 
dipped  to  34.3  hours  from  34.4  hours  in  February.  That's 
a  clear  sign  that  the  storm  depressed  both  industrial  out- 
put and  personal  income  during  the  month. 

Moreover,  the  workweek  in  retail  trade  plunged  by  36 
minutes,  to  28.2  hours  from  28.8  hours.  That  was  the 
largest  monthly  decline  in  10  years,  suggesting  that  the 
blizzard  also  cut  into  the  month's  retail  activity. 


I QUALITY  The  most  striking  feature  of  the  job  re- 
JOBS  ARE  port,  though,  was  not  the  March  weak- 
ON  THE  ness,  but  the  strength  in  prior  months. 
REBOUHD  Contrary  to  general  expectations,  Labor 
did  not  revise  down  the  huge  employment  gain  it  had  pre- 
viously reported  for  February.  Instead,  it  revised  it  up 
slightly  to  show  an  increase  of  367,000  jobs,  the  largest  ad- 
vance in  four  years.  In  addition,  the  government  boosted 
the  January  gain  to  113,000  from  44,000. 

As  a  result,  the  economy  generated  153,000  jobs  a 
month,  on  average,  last  quarter.  That's  the  best  showing 
since  the  first  quarter  of  1990.  The  pace  was  only  half  of 
that  for  a  tyjiical  recovery,  but  the  speedup  since  mid- 1992 
means  that  job  markets  are  firming  up. 

The  economy  is  also  generat- 
ing better-quality  jobs.  Last 
quarter,  the  number  of  people 
working  part-time  because  they 
felt  they  could  not  find  full-time 
work  was  down  from  the  level  in 
the  first  quarter  of  1992.  That 
means  more  full-time  jobs  are 
opening  up.  This  pattern  is  in 
contrast  to  the  previous  year, 
when  the  rise  in  people  working 
part-time  involuntarily  account- 
ed for  nearly  all  of  the  economy's  job  growth. 

Given  the  better  tone  of  job  growth,  along  with  a 
sharp  rise  in  hourly  earnings  in  March,  the  credit  markets 
thought  they  saw  an  inflation  gi'emlin  in  the  March  job  re- 
port. Hourly  pay  jumped  0.5%,  to  $10.80,  but  the  trend 
during  the  past  year  looks  unexciting  (chart).  Neverthe- 
less, the  bond  market  proceeded  to  push  the  yield  on 
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30-year  Treasury  bonds  back  up  to  more  than  7%.  The 
rate  had  dipped  to  6.7%  in  early  March. 

Wage  growth  may  well  have  bottomed  out  for  this 
business  cycle,  but  it  shows  no  signs  of  accelerating.  Be- 
sides, even  if  pay  gains  do  pick  up,  productivity  advances 
are  likely  to  offset  their  inflationary  potential. 

I WHITE  The  main  reason  job  growth  continues  to 

COLLARS  lag  behind  the  pace  of  previous  expan- 
ARE  HARD-  sions  is  the  ongoing  downsizings  of  large 
PRESSED  corporations.  The  urge  to  be  lean  and 
mean  has  caused  permanent  job  cuts  among  middle  man- 
agement, even  as  employment  of  blue-collar  production 
workers  has  begim  to  pick  up. 

Since  this  upturn  began  in  March,  1991,  production 
jobs  have  risen  by  823,000.  But  white-collar  payrolls— 
mostly  management  and  administrative  positions— have 
fallen  by  290,000.  Even  after  two  years  of  expansion, 
nonfarm  jobs  are  still  below  their  prerecession  level. 

However,  the  latest  data  sug- 
gest that  hiring  is  beginning  to 
outpace  layoffs  among  white-col- 
lar workers.  In  February  and 
March,  white-collar  employment 
increased  by  81,000  jobs.  That 
two-month  advance  was  the  larg- 
est in  more  than  four  years.  If 
that  trend  continues,  it  would 
be  a  strong  signal  that  the  em- 
ployment impact  of  downsizing 
is  finally  waning. 
Nowhere  is  the  drag  from  white-collar  hiring  more  ev- 
ident than  in  manufacturing  (chart).  Since  October,  blue- 
collar  factory  jobs  have  risen  by  114,000,  but  nonproduc- 
tion,  mostly  white-collar  jobs  have  declined  by  57,000. 
Both  categories  fell  in  March,  for  a  total  drop  of  9,000 
manufacturing  jobs,  but  that  decline  was  more  a  result  of 
inclement  weather  than  economic  weakness. 
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INDUSTRY'S  PAi 
SLIPS  A  NOTCI 


MAR.  '92  MAI 
▲  PERCENT  REPORTING  IMPROVEME 
DATA:  NATIONAL  ASSOCIATION  C 
PURCHASING  MANAGEMENT 


Indeed,  the  Mar.  13-14  blizzard  is  distorting  most  o: 
factory  data.  A  shaip  falloff  in  production  in  March,  fc 
stance,  caused  the  National  Association  of  Purchc 
Management's  index  of  business  activity  to  slip  to  5c 
from  55.8%  in  February  (chart).  New  orders,  though, 
tinued  to  look  healthy,  suggesting  that  factories  wil 
output  this  spring  to  meet  rising  demand. 

However,  the  NAPM  also  re- 
ported a  worrisome  bit  of  news 
from  abroad.  Its  index  of  export 
orders  fell  to  49.9%,  the  lowest 
level  since  the  NAPM  started  to 
track  exports  in  1988.  If  this  in- 
dex remains  weak,  it  may  mean 
that  exports  will  not  grow  by 
the  7%-to-8%  clip  expected  for 
this  year.  That  would  deny  man- 
ufactiu"ers  an  increasingly  impor- 
tant source  of  customers. 

As  it  is,  auto  makers  may  miss  out  on  manufa 
ing's  spring  thaw.  Sales  of  U.  S.-made  cars  and 
trucks  increased  to  an  annual  rate  of  just  11  millic 
March  from  10.2  million  in  February.  While  vehicle 
chases  picked  up  after  the  big  snowstorm,  the  M 
sales  rate  isn't  strong  enough  to  suggest  that  carma 
will  bump  up  production  in  the  second  quarter. 

Manufacturing  isn't  the  only  sector  having  wes 
woes.  Winter  storms  also  played  havoc  with  the  bull 
industry.  Construction  spending  rose  by  0.1%  in  Febn 
after  bad  weather  contributed  to  a  0.5%  fall  in  Jam 
March  will  likely  show  another  decline,  as  suggeste 
the  month's  job  loss.  As  a  result,  construction  proh 
was  a  drag  on  economic  growth  last  quarter. 

The  first-quarter  boost  in  jobs  and  incomes,  how( 
means  that  homebuying  should  bounce  back  this  sp 
So,  too,  the  factory  and  employment  numbers  shouL 
bound  come  April.  In  fact,  the  entire  economy  will  Ic 
lot  healthier  when  warmer  weather  thaws  out  the  d 


THE  WEEK  AHEAD 


RETAIL  SALES 


Tuesday,  Apr.  13,  8:30  a.m. 
The  Blizzard  of  '93  kept  many  shoppers 
at  home  in  mid-March,  so  retail  sales 
likely  inched  up  by  just  0.1%  for  the 
month.  That's  the  median  forecast  of 
economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
Sales  rose  0.3%  in  Febmary  and  0.1%  in 
January.  Excluding  cars,  store  receipts 
probably  were  unchanged  in  March,  af- 
ter jumping  0.9%  in  February. 

BUSINESS  INVENTORIES  

Wednesday,  Apr:  U,  10  cum. 
Inventories  stored  by  manufacturers, 
wholesalers,  and  retailers  likely  rose  by 
0.1%  in  February,  after  no  change  in 


January.  Manufacturers  have  already  re- 
ported a  0.1%  gain  in  their  stock  lev- 
els. Business  sales  probably  rose  by  1% 
in  February,  after  falling  0.2%  in  Janu- 
ary. That's  suggested  by  increases  in 
factory  and  retail  sales. 

MERCHANDISE  TRADE  DEFICIT  

Friday,  Apr.  16,  8:30  am. 
The  foreign  trade  deficit  probably  to- 
taled $7.4  billion  in  February,  little 
changed  from  January's  level.  The  MMS 
economists  project  that  exports  rose 
slightly,  after  dropping  6.7%  in  January. 
Imports  also  increased  in  Febmary,  after 
they  fell  by  4.8%  in  the  preceding 
month.  The  foreign  trade  deficit  is  ex- 
pected to  widen  slightly  in  1993  for  the 
second  year  in  a  row. 


INDUSTRIAL  PRODUCTION 

Friday,  Apr.  16,  9:15  am. 
Output  at  U.  S.  factories,  mines, 
utilities  was  probably  flat  in  March, 
steep  decline  in  aggregate  factory  1 
worked  suggests  that  manufacturing 
put  dropped  last  month,  but  that 
offset  by  a  weather-related  surge  in 
ity  use.  Production  rose  by  0.4%  in 
ruary.  Even  with  its  poor  showir 
March,  however,  industrial  output  ] 
ably  still  grew  by  a  respectable  ar 
rate  of  4.9%  in  the  first  quarter. 
MMS  survey  shows  that  operating  i 
for  all  industry  likely  fell  to  79.7 
March,  from  79.9%.  Capacity  use 
mains  low  enough  to  keep  inflation 
on  the  back  burner. 


i 
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Canon  plain  paper  fax  is*l 
for  one  more  reason... 


Now  save  up  to  $1,000  when  you  trade  up  to 
the  leader  in  plain  paper  fax. 


Year  after  year,  Canon  has  been  the  leader  in 
plain  paper  fax  technology  Our  exclusive  image 
processing  and  laser  printing  technology  allow  you 
to  send  and  receive  better 
r  looking  faxes  while  a  supeF 

^J9Ai    fast  six  second  transmission 
/  speed  saves  you  money  on 
long-distance  phone  charges. 
And  Canons  recyclable, 
all-in-one  supply  cartridge  makes  changing  the 
supplies  a  breeze. 

Now  you  have  the  best  reason  to  trade  up 


to  a  Laser  Class™  fax  from  Canon.  From  now  until 
June  30, 1993,  you  can  trade  in  your  old  fax  and  receive 
up  to  $1,000  towards  a  Laser  Class  fax.*  Your  trade-in 
allowance  is  deducted  from  the  suggested  list  price 
of  the  model  you  select. 

We  also  make  choosing  the  right  Canon  FAX  easy 
Simply  call  1-800-OK-CANON  and  we'll  send  you 
a  Fax  Decision  Makers  Kit  plus  the  name  of  the  Canon 
dealer  nearest  you.  If  you  need  it  fast,  we'll  even  fax 
product  information  to  you. 

If  your  business  is  #1  to  you,  you  need  to  have  the 
#1  plain  paper  fax. 


I-AX-I.IHI 


SI 


Enjoy  easy  extended  payments  wrth  the  Canon  Credit  Card  Ask  tor  details  at 
^^^^   participating  Canon  dealers  Available  only  m  U  S  't'  1993  Canon  U  S  A  ,  Inc 

le  in  allowance  varies  based  on  the  model  you  purchase  Offer  applies  to  our  Laser  Class  FAX-L700.  FAX-L775.  FAX-L785  and  FAX-L790  only 
available  through  participating  Canon  authorized  dealers  only,  from  January  4  through  June  30, 1993  Local  dealer  prices  may  vary 


Canon 
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BRANDS 
ON  THE  RUN 

HOW  MARKETERS  DEAL  WITH  ERODING  lOYALTY 


Cheryl  Morrisey  is,  to  put  it  mildly, 
a  careful  shopper.  To  stick  to  her 
monthly  food  budget  of  $250,  the 
suburban  Dallas  mother  of  three  spends 
hours  each  week  clipping  coupons,  scan- 
ning ad  supplements,  and  making  lists 
before  heading  out  to  shop.  And  except 
for  a  handful  of  items,  such  as  Northern 
bath  tissue  and  Kraft  Miracle  Whip  sal- 
ad dressing,  Morrisey  buys  whatever 
brand  is  cheapest.  She  says:  "I  don't  see 
a  whole  lot  of  difference.  Soap  is 


soap.  If  I  have  a  coupon,  all  the  better." 

Shoppers  like  Morrisey — and  there  are 
growing  numbers  of  them — are  giving 
packaged-goods  makers  fits.  Jolted  by 
the  recession  and  its  aftershocks  and 
more  interested  in  thrift  than  in  the  con- 
spicuous consumption  that  defined  the 
1980s,  they  don't  have  much  use  for 
products  that  don't  give  them  value — 
that  mix  of  price,  quality,  and  image. 

No  event  could  have  been  more  em- 
blematic of  the  trend  than  the  news  on 


Apr.  2  from  consumer  goods  pc 
house  Philip  Morris  Cos.  Hoistir 
white  flag  of  sorts,  it  announced  i 
to  aggressively  discount  its  flaj 
Marlboro  cigarette  line — an  admi: 
that  smokers  are  deserting  the  Marl 
Man  for  a  slew  of  lower-priced  rivE 
BITTER  ASHES.  Wall  Street  was 
pleased.  Investors  stampeded  out  o; 
perennial  institutional  darling,  wi 
out  $13.2  billion  in  market  value  as 
stock  plunged  14%  points  that  da; 
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PHILIP  MORRIS 

Kraft  cheese  After  years  of 
price  increases,  Kraft  by 
1992  cfiarged  45%  more 
than  private-label  rivals.  It  lost 
3  points  of  market  share,  to 
43%.  Kraft  sliced  prices  8%, 
and  sales  volume  rose  5%. 


GERBER  PRODUCTS 

Baby  food  It  hiked  prices  5.5%  in 
September,  creating  up  to  a  28<t 
premium  over  jars  from  rivals. 
Orders  dropped  16%,  and  share 
tumbled  2  points.  Gerbercut 
prices  and  leaned  on  coupons. 
But  sales  didn't  pick  up  until  com- 
petitors raised  prices  5%  by  December. 


FRITO-UY 

Snack  foods  Its  market  share 
declined  2%  since  1988,  fol- 
lov/ing  3%  average  annual 
price  hikes.  Starting  in  late 
1 990,  it  cut  prices  as  much  as 
1 5%  and  improved  product  quality. 
The  result:  Last  year,  its  snacks  picked 
up  1 .2  points  of  share,  to  40% 


PHILIP  MORRIS 

Marlboro  cigarettes  It  raised  prices 
9.6%  a  year  for  a  decade  and  saw 
market  share  drop  from  26.3%  in 
1 989  to  22.2%  by  1 993.  Private-label 
products  grew  to  over  30%  of  the 
market.  Next  for  the  Marlboro  Man: 
A  flurry  of  promotions  that  may  cut 
prices  by  40<t  a  pock. 


.  The  news  triggered  a  broad  sell-off 
)bacco  stocks  and  other  consumer 
ucts  standard-bearers,  including 
ter  &  Gamble,  Quaker  Oats,  and 
Heinz. 

hat  a  turnabout  from  a  decade  ago, 
1  investors  couldn't  get  enough  of 
irand  makers.  Then,  a  faith  in  omni- 
at  brands  fueled  a  frenzy  of  nierg- 
ind  acquisitions.  By  the  late  1980s, 
annual  profits  spurting  ahead  15% 
nore,  packaged-food  stocks  traded 


for  a  30%  premium  to  the  Stan- 
dard &  Poor's  500-stock  index. 

Cigarettes  represented  a  final 
vestige  of  big-brand  power. 
Even  as  the  recession  took  hold, 
brassy  tobacco  marketers  hiked 
prices  10%  or  more,  year  after 
year.  Now,  price-conscious 
consumers  have  won.  And 
while  far  from  dead,  pack- 
aged-good brands  are  under  greater 
pressure  than  ever.  A  Roper  Organiza- 
tion survey  last  year  found  just  377'  of 
shoppers  judged  some  brands  in  premi- 
um categories  worth  paying  more 
for;  in  1988,  the  figure  was 
45%.  "Brand  equity  is  being 
challenged  like  never  be- 
fore," says  Stephen  J.  Li- 
guori,  vice-president  for 
marketing  at  PepsiCo  Inc.'s 
Frito-Lay  division. 
SHELF  RESPECT.  That's  why 
Frito-Lay,  P&G,  Philip  Mori-is, 
and  a  few  other  branded  manu- 
facturers have  begun  taking 
bold  steps  to  enhance  or  rebuild 
their  brands'  cache — often  with 
glowing  results.  P&G,  for  instance, 
is  restructuring  to  lower  costs 
(page  28).  But  many  more  need  to 
follow  their  lead.  "Companies  are 
really  dragging  their  heels, 
since  it's  so  painful  to  forgo 
\  short-term  profits  and  think 
\  strategically,"  notes  David 
^  ^  A.  Aaker,  a  professor  at  the 
University  of  California  at 
Berkeley. 

How  did  brands  fall 
from  grace  so  fast? 
Some  wounds  were 
self-inflicted.  Many 
manufacturers  have 
wrongly  assumed  they  could 
keep  hiking  prices  on  big  brands — 
without  improving  quality. 

Retailers  have  exacerbated  those  er- 
rors. As  products  proliferated  in  the 
1980s,  merchants  demanded  more  and 
bigger  discounts  from  manufacturers 
just  to  stock  their  goods.  Total  market- 
ing spending  shifted  noticeably,  with  ad- 
vertising now  accounting  for  just  25%  of 
the  total — down  from  70%   10  years 
ago — the  rest  going  to  retailer  and  con- 
sumer promotions.  While  marketers 
have  long  used  ads  to  build  long-term 
equity,  promotions,  such  as  cou- 
poning, may  do  the  opposite  by 
reinforcing  price  sensitivity. 

These  marketing  changes, 
coupled   with   the  economic 
slowdown,  changed  the  limits  of 
what  shoppers  are  willing  to  pay. 
"Over  the  last  couple  of  years,  consum- 
ers have  become  more  price-sensitive 
than  ever  before,"  notes  Philip  A.  Marin- 
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eau,  president  of  Quaker  Oats  Co.  At 
the  same  time,  private-label  items  have 
improved  even  as  the  premium  charged 
for  many  brands  has  widened.  Half  of 
the  consumers  surveyed  in  February  by 
The  Consumer  Network,  a  market  re- 
searcher, said  store  brands  e(iualed  na- 
tional products  in  quality,  up  from  31'^; 
in  1985.  "I  will  buy  brand-name  products 
only  if  it's  the  same  price  as  the  house 


brand,"  says  Allison  Wilmes,  a  mother 
of  three  from  Mundelein,  111. 

This  sentiment  among  more  and  more 
shoppers  finally  caught  up  with  even 
Marlboro.  Its  market  share  dropped 
from  a  1989  peak  of  26.3%  to  22. 17^  by 
January,  1993,  as  discounters  undercut 
its  price  by  as  much  as  507< .  Since  1982, 
discount  brands  such  as  Monarch,  Ra- 
leigh, and  Philip  Morris'   Basic  have 


grabbed  a  307  share,  up  from  aboui 
So  Philip  Morris  bit  the  bullet.  It  j: 
to  launch  aggressive  promotions,  w 
may  include  coupons  and  buy-one, 
one-free  offers,  that  effectively 
slash  consumer  prices.  Although  co: 
ny  executives  refused  to  quantify 
aimed-for  decrease,  they  point  to  a 
cember  test  in  Portland,  Ore.,  whe 
40(t-per-pack  price  drop  boosted  I 


A  NERVOUS  P&G  PICKS  UP  THE  COST-CUTTING  AX 


Procter  &  Gamble  Chairman  Ed- 
win L.  Artzt  didn't  need  Philip 
Morris'  dramatic  bargain  pricing 
of  Marlboros  and  the  ensuing  6.47'  hit 
to  his  own  company's  stock  to  know 
that  consumers  are  paying  more  atten- 
tion to  prices  these  days. 

Artzt  has  been  preaching  good  value 
since  1991,  and  P&G  has  launched 
sweeping  changes  in  how  it  markets  its 
brands.  Now,  P&G  is  in  the  middle  of  a 
far-ranging  self-appraisal  aimed  at 
streamlining  itself. 
Artzt's  goal:  to  slash 
overhead  costs  over 
three  years  to  just 
127'  of  sales,  down 
from  14.57  now.  For 
$30  billion  P&G,  that 
works  out  to  a  $750 
million  chop,  though 
rising  sales  could 
make  it  less. 

UNDER  SIEGE.  To  help 

with  the  job,  P&G 
brought  in  consul- 
tants Booz  Allen  & 
Hamilton  Inc.,  telling 
employees  in  Decem- 
ber that  the  streamlin- 
ing is  necessary  be- 
cause a  decade  of 
acquisitions  and  for- 
eign expansion  had 
created  an  unwieldy 
organization.  But  it's 
also  plain  that  the  consumer-products 
giant's  costs  are  rising  too  fast:  Three 
years  ago,  its  overhead  was  12.8' 
nearly  two  points  lower  than  now. 
With  |)ressure  growing  on  prices,  a 
continued  rise  is  untenable.  "The  old 
theory  of  high-()uality,  premium-price 
[products]  doesn't  work  anymore,"  ex- 
plains one  P&G  watcher. 

That's  for  sure.  Take  P&g's  experi- 
ence with  disposable  diapers,  its  big- 
gest business.  Last  year,  private-label 
producers  increased  their  supermarket 
sales  by  307,  according  to  researchers 
Information  Resources.  Partly  as  a  re- 
sult, the  market  share  of  P&G's  Pam- 


pers and  Luvs,  says  PaineWebber  Inc. 
analyst  Andrew  Shore,  dropped  to  a 
new  low  of  447  .  So  P&G  has  been  doing 
what  once  was  almost  unthinkable: 
lowering  diaper  prices  by  127  last 
year.  It's  also  adopting  low  pricing  for 
some  new  products,  such  as  a  version 
of  Crest  with  baking  soda,  which  has 
the  same  price  as  older  versions. 

Price  pressure  aside,  P&G's  profits 
are  lagging.  True,  its  returns  are  re- 
spectable, with  $1  billion  in  earnings  on 


R&D  ON  THE  LINE:  P&G'S  GIGANTIC  RESEARCH  BUDGET  IS  LIKELY  TO  BE  CULLED 


sales  of  $15.7  billion  in  the  six  months 
ended  Dec.  31.  But  P&G's  stable  of 
well-known  brand  names  hasn't  been 
producing  the  high  double-digit  annual 
profit  growth  of  the  late  1980s.  And 
even  before  its  recent  slump,  investors 
rewarded  P&G  with  a  price-earnings  ra- 
tio of  about  17,  vs.  21  on  average  for 
the  Standard  &  Poor's  500-stock  index. 

P&g's  solution  to  the  lag  is  a  bottom- 
up  reengineering  effort  to  cut  costs  in 
sales,  research,  and  administration. 
Ten  teams,  with  a  variety  of  members, 
are  spending  three  to  five  months 
studying  ways  to  streamline  the  com- 
pany's work  methods.  They  are  looking 


at  everything  from  how  P&G  can 
new  products  to  market  faster  to  1 
the  company  is  configured  in  Euro] 
The  teams  won't  finish  their  eva! 
tion  until  June.  But  the  compar 
103,000-person  work  force  likely 
have  to  be  trimmed.  "You've  got  f 
pie  checking  people  checking  peop 
says  one  team  member.  P&G  says  t 
any  staff  cuts  can  be  done  by  attrit: 
But  some  insiders  worry  the  cuts 
have  to  go  deeper.  One  ex-P&' 
quotes  Artzt  as  s 
ing  "real  contribut 
don't  have  to  won 
But,  he  adds,  " 
question  of  the  da; 
Cincinnati  is,  what 
real  contributor?" 

Former  P&G  mar 
ers  and  other  out 
ers  say  that  the  c 
pany  may  target 
huge  research  eff( 
and  cull  out  the  ] 

/jects  with  the  least 
.  ^  tential.  Overlapp 
staffs  in  the  U. 
where  the  bureaus 
cy  is  thickest,  will  ? 
probably  be  pared. 
OVERHAUL.  P&G  1 
been  trying  to  be 
performance  for  f 
eral  years  by  c 
hauling  its  marketi 
.sales,  and  logistics.  It  also  has  cut  b 
on  some  marketing  expenses,  includ 
coupons.  Most  dramatically,  Artzt 
slashed  retailer  and  wholesaler 
counts,  and  lowered  list  prices, 
hopes  lower,  more  stable  prices  ' 
reinforce  loyalty  to  P&G  brands. 

That  effort  is  succeeding  in  m; 
ways,  notes  PaineWebber's  Shore, 
it  cut  into  P&G's  market  share  1 
year.  Meanwhile,  Wall  Street  s 
wants  a  return  to  faster  pre 
growth — which  will  depend  on  cost-( 
ting.  And  as  the  Marlboro  Man's  r 
shows,  there's  no  time  for  dallying 
By  Zaduiry  Schiller  in  Cincim 
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;  share  by  four  points.  The  compa- 
\s  lower  prices  will  shave  $2  bil- 
10%,  from  its  U.  S.  tobacco  unit's 
M  ratin}?  profits.  The  brand's  price 
;is  not  justified,"  says  Patrick  A. 

president  of  Richmond  Master 
iilors  Inc.,  a  cij^arette  distributor, 
up  Morris  says  the  price  sensitivity 
■arettes  is  temporary.  Smokers 
J  to  discount  brands  are  "moti- 
iiore  by  economic  conditions  than 
riboro  [brand]  equity  issue,"  says 
Laurence  S. 
Wexler,  senior  mar- 
keting vice-presi- 
dent   for  Philip 
Morris  USA.  Since 
■""^p^^       the  company  fig- 
RO  ures    a  stronger 

^^AU  economy  will  re- 

turn  its  pricing 
flexibility,  it  is  us- 
ing promotions 
rather  than  price- 
chopping,  he  says. 

Some  have  their 
('oubts.  "I  think  it 
will  be  harder  than 
link  to  get  the  price  up"  from 
dited  levels,  says  Michael  Kenne- 

i  analyst  for  IDS  Financial  Services, 
iias  dumped  at  least  3  million  Phil- 

rris  shares  in  a  year  and  now  holds 
2  million.  Moreover,  the  price  cut 
encourage  the  Clinton  Administra- 
I)  impose  hefty  new  cigarette  excise 
.  Says  Kennedy:  "They  may  have 
hanged  the  rules  of  the  game." 
('  it  or  not,  the  rules  have  changed 
any  big  brands.  Last  year,  another 
Alorris  line,  Kraft  cheese,  had  to 
jsrice  premium  over  store  brands 
1  to  stem  market-share  declines. 
I.ay,  too,  took  strong  measures  af- 
ising  2  share  points  in  the  $13  bil- 
alty-snack  market  in  the  late  1980s, 
•ed  prices  up  to  15%,  reduced  the 
n  r  of  burnt  and  broken  chips  and 
iVL'd  the  taste — all  while  hacking 
mo  million  in  costs.  The  payoff:  In 
I'rito-Lay  picked  up  1.2  points,  giv- 
t  a  40%'  share,  as  U.  S.  operating 
s  vaulted  26%,  to  $776  million. 

ii  companies  that  earnestly  strive 
'it  better  brand  value  face  a  tough 
isition.  With  demand  for  packaged 
-  closely  tracking  creeping  U.  S. 
lation  increases,  manufacturers 

urow  by  taking  share  from  com- 
D's.  So  product  and  marketing  inno- 
ns  are  quickly  copied.  "Diapers  are 
As  soon  as  one  brings  out  a  new 
t'r,  the  others  follow,"  notes  shop- 
Vluirisey.  First  diapers,  now  ciga- 

:  Shoppers  are  figuring  out  that 
things  in  life — even  the  Marlboro 
-are  worth  paying  a  premium  for. 

Lais  Therrien  in  Chicago,  with  Maria 
■nj  in  Atlanta  and  Zachart/  Schiller 
I  irland 


LIFESTYLES  I 


MOVE  OVER,  JANE  FONDA, 
HERE  COMES  PUDGEBALL  NATION 


Holy  Haagen-Dazs!  Statistics  show  that  gain  is  in,  pain  is  out 


Ei 


lizabeth  G.  Lof  would  like  to  shed  a 
few  pounds,  but  this  time,  she 
won't  sweat  it.  In  the  past,  Lof,  45, 
a  secretary  in  a  Denver  museum,  com- 
bined water  aerobics  and  strenuous  diet- 
ing to  lose  weight.  Now,  she  says,  she 
plans  to  eat  sensibly  and  go  for  long 
walks.  Her  goal  is 
more  modest,  too:  A 
size  14  now,  she'll  set- 
tle for  a  12,  not  the  8 
she  once  dreamed  of. 
"I  don't  see  my.self  as 
a  hard  body,"  she 
says.  "It's  0.  K.  to  be 
a  little  fluffy." 

Lof  may  be  at  the 
cutting  edge  of  a 
trend.  America's  fit- 
ness craze,  which 
dates  back  to  John  F. 
Kennedy's  fabled 
1960s  touch  football 
games  on  the  White 
House  lawn,  finally 
may  have  peaked.  The 
signs  are  everywhere, 
from  the  latest  polls 
and  government  statis- 
tics to  famed  yo-yo  di- 
eters— such  as  Oprah 
Winfrey — who  seem  to 
have  given  in  to  girth. 
FRIED  VICE.  Celebrities 
aren't  the  only  Ameri- 
cans putting  on  the 
pounds.  A  March  poll 
by  Louis  Harris  &  As- 
sociates Inc.  found 
that  66%  of  Americans 
were  overweight  last 
year,  up  from  63%  in 
1991.  That's  no  sur- 
prise: The  poll  also 
showed  a  four-point 
drop  in  the  percentage 
of  Americans  who  ex- 
ercise strenuously  and 
a  six-point  decline  in  the  percentage  who 
avoid  cholesterol  and  fatty  foods  (table). 
More  people  are  giving  up  carrot  sticks 
for  salty  snacks  and  rich  new  Haagen- 
Dazs  Extraas  ice  creams,  marketers  con- 
firm. And  fatty  meats  are  back  in,  too: 
In  1992,  pork  consumption  rose  8%  over 
1991,  says  the  American  Meat  Institute. 
The  industry  group  also  projects  a  rise 
in  beef  buying. 

Oh  yes,  that  nasty  cigarette  price  war 
is  having  its  effect,  too.  The  Centers  for 


IS  THE  HEALTH 
CRAZE  OVER? 

EXERCISE  Only  33%  of  Ameri- 
cans now  get  strenuous  exercise, 
down  4  points  since  1991. 

DIET  Pork  consumption  was  up 
8%,  to  53.1  pounds  per  person, 
in  1992.  And  just  44%  of  Ameri- 
cans said  they  tried  to  avoid  cho- 
lesterol last  year,  from  50%  in 
1991.  Only  51  %  said  they  avoid 
fat,  down  from  57%. . 

SMOKING  After  26  years,  the 
decline  in  smoking  has  reversed. 
In  1991  25.7%  of  the  population 
smoked,  up  0.2%  from  1990. 

DATA:  BUSINESS  WEEK 


GRAND  OPRAH:  EXHIBIT  A  IN 
THE  DIETS-ARE-DEAD  TREND 


Disease  Control  says  that  in  1991,  the 
latest  year  for  which  statistics  are  avail- 
able, 25.7%'  of  adults  smoked.  That's 
about  the  same  as  in  1990,  ending  a  26- 
year  decline  in  puffing.  Health  officials 
blame  the  rise  of  discount  smokes  and 
heavy  advertising. 

Lower  prices  aside, 
why  all  the  backslid- 
ing? Maybe  it's  that 
baby  boomers,  who 
were  always  the  big- 
gest fitness  freaks 
anyway,  are  finding 
exercise  isn't  much 
fun  when  combined 
with  the  aches  and 
pains  of  middle  age. 
What's  more,  with 
kids,  there  isn't  time 
to  run  marathons  or 
work  out  daily. 

Lingering  economic 
uncertainty  may  also 
have  something  to  do 
with  the  uptick  in  bad 
habits.  "When  people 
are  worried,  they  don't 
go  out  and  take  a  good 
fitness  walk,"  says 
Charles  M.  Berger, 
chairman  of  Weight 
Watchers  Internation- 
al Inc.  "They  tend  to 
sit  down  in  front  of  a 
television  set."  The 
publicized  flip-flops  on 
nutrition  aren't  help- 
ing, either.  "One  week 
the  experts  say  one 
thing,  and  the  next 
week  it  turns  out  ev- 
erything you've  been 
so  religious  about  is 
disproved,"  complains 
Susan  Sussman,  au- 
thor of  the  The  Dieter, 
a  novel. 

The  end  of  America's  fitness  obses- 
sion could  be  healthy  for  those  trying  to 
shed  a  neurotic  compulsion  for  perfect 
bodies.  Joanie  Tuleya,  23,  a  Miami  teach- 
er, gained  25  pounds  in  two  years  after 
abandoning  a  four-hour-a-day  exercise 
regimen.  Says  Tuleya,  who  now  weighs 
in  at  a  fluffy  155:  "I'd  rather  be  a  few 
pounds  heavier  and  that  much  happier." 
She  should  have  plenty  of  company  if 
she  doesn't  want  to  chow  down  alone. 

Bi/  Sandra  D.  Atchison  in  Denver 
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RETAILING  I 


PACE,  AN  INDUSTRY  LEADER,  MAY  HAVE  TO  STEP  UP  MARKETING  AND  MERCHANDISING 


WAREHOUSE  CLUBS  BUTT  HEADS 
— AHD  REACH  FOR  THE  ICE  PACK 


Once  dizzying  growth  slows  as  the  market  begins  to  get  crowded 


When  Wal-Mart  Stores  Inc. 
stumbles,  the  retailing  world 
holds  its  breath  and  braces 
for  the  worst.  So  when  analysts  spotted 
recent  declines  in  same-store  sales  for 
the  company's  warehouse  club  division, 
some  scrambled  to  shave  heady  earnings 
estimates.  Their  worry:  Had  the  15-year- 
old  club  phenomenon  finally  peaked?  In 
answer,  Wal-Mart  shares  tumbled  &/>  on 
Mar.  30,  to  31  Vs.  By  Apr.  7,  they  had 
dropped  another  $4,  along  with  other 
consumer-goods  stocks. 

Bad  news  is  rare  at  the  nation's  No.  1 
retailer — which  may  account  in  part  for 
Wall  Street's  harsh  reaction.  But  recent 
results  at  Sam's  Clubs,  the  warehouse 
division,  have  been  genuinely  disappoint- 
ing: Same-store  sales  dropped  17'  in  Feb- 
ruary and  37'  in  March,  estimates  asso- 
ciate analyst  Maria  L.  Medaris  at  Alex. 
Brown  &  Sons  Inc.  Growth  is  slowing 
for  rivals,  too,  after  years  of  double-digit 
surges  (chart).  "We  figure  1993  is  going 
to  be  another  difficult  year,"  predicts 
Herbert  J.  Zarkin,  president  of  BJ's 
Wholesale  Club  in  Natick,  Mass. 

Certainly,  warehouse  clubs — 
which  snare  consumers  with 
low  prices  on  huge  packages 
of  staple  goods,  plus  every- 
thing from  tires  to  orchid  cor- 
sages— aren't  collapsing.  An- 
alyst George  C.  Strachan  of 
Goldman,  Sachs  &  Co. 
predicts  the  $34  billion 
industry  will  see  sales 


growth  of  167'  annually  over  the  next 
five  years.  That's  down  from  a  217  aver- 
age since  1988,  but  still  more  than  dou- 
ble the  expected  rate  for  retailers  over- 
all. Club  chains  are  just  "taking  a 
breather,"  says  Steven  G.  Fraser,  execu- 
tive vice-president  for  housewares  at  Re- 
gal Ware  Inc.,  a  Wisconsin  supplier. 
"Maybe  they've  reached  adolescence." 

But  those  teen  years  are  likely  to  be  a 
period  of  awkward,  perhaps  wrenching, 
adjustment.  After  years  of  rapid  expan- 
sion, leaders  such  as  Sam's,  Pace.  Price 
Club,  and  Costco  suddenly  are  squaring 


WAREHOUSE 
SALES  HIT 
A  SHAG  ^^^^ 
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YEAR-TO-YEAR 
INDUSTRY  GROWTH 
IN  SAME-STORE  SALES 

PERCENT 


DATA  GOLDMAN,  SACHS  8  CO 


off  in  many  of  the  same  markets.  A 
same  time,  nonclub  retailers  are  figl 
to  regain  lost  sales:  Some  supermar 
for  instance,  now  offer  "warehc 
sections  and  club-size  packaging. 

As  clubs  meet  head-on,  they  will 
to  differentiate  themselves  through 
chandising  and  marketing.  For  most 
fits,  those  aren't  well-developed  s 
Even  industry  goliath  Sam's,  with 
billion  in  sales  last  year,  has  "a 
chandising  problem  that  goes  be 
just  increased  competition,"  says  an 
Wayne  Hood  of  Prudential  Secu 
Inc.  Hood  recently  cut  his  estimai 
Wal-Mart's  1993  earnings  per  shar 
2<t,  to  $1.04,  based  in  part  on  the 
sales  at  Sam's.  Profits  in  1992  wen 
per  share. 

Clubs  face  increasing  pressure  t 
pand  their  services  and  limited  ass( 
merchandise  to  appeal  to  a  brc 
range  of  customers.  Gregory  M. 
zynski,  director  of  retail  marketir 
Nielsen  Household  Services,  figure: 
chains  already  are  selling  to  nearly 
of  their  most  likely  customers — far 
with  two  or  more  children  with 
hold  incomes  of  more  than  $40,000 
tracting  new  consumers  will  add  i 
customed  costs  to  operations  thai 
built  around  high  inventory  tun 
and  narrow  selection. 
GOING  LOCAL.  Tliat  doesn't  mean  ( 
won't  try  to  win  the  business.  Sam 
tends  to  add  a  record  60  to  65  new 
this  year  to  its  base  of  272  clubs 
rolling  out  such  "extras"  as  in-store 
eries  and  optical  departments.  To 
greater  sales  from  its  business  cus 
ers,  who  account  for  nearly  757^  ol 
ume,  Sam's  buyers  are  holding  1 
groups  and  visiting  executives. 

Likewise,  rival  Costco  Whoh 
Corp.  will  grow  to  110  stores  in  thi 
cal  year  ending  in  August,  from 
year  earlier,  with  plans  to  open  25 
next  year.  It  also  is  experimei 
with  new  products — an  exj 
ed  home-improvement 
tion  and  nurseries,  fc 
stance — and  develo 
clubs  for  smaller  marl 
Given  the  industry's  ca 
ty  for  cjuick  action  and  it 
phisticated  information  syst 
few  doubt  its  ability  to  reir 
itself  to  meet  new  challei 
"This  is  the  most  flexible  fo 
for  change,"  says  consultant 
iel  W.  O'Connor  at  Manage: 
Ventures  Inc.  "They  can  ch 
their  merchandise  mix  faster 
anyone."  Speed  counts  for  a 
But  more  and  more,  it's  mark( 
genius  that's  going  to  win 
price-club  war. 

By  Wetidi/  Zellner  in  D 
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IVE  SUITE  I 


ri  AFTERSHOCK 
lOMTHE  lOPEZ  AFFAIR 


.igues  of  the  GM  rebel  followed  him  to  VW.  Did  trade  secrets,  too? 


I  [K^^^  former  General  Motors 
WnM  Corp.  purchasing  czar  Jose  Ig- 
M^m  nacio  Lopez  de  Arriortua 
a  I  into  Volkswagen's  research  and 
;\  pment  center  in  Wolfsburg,  Ger- 
;V  Mar.  31,  you  would  have  thought 
:  ma  was  arriving.  Flash  guns  fired. 
,    iieras  whirred.  Reporters  popped 

!(ns.  Lopez,  though,  kept  silent.  He 

V  would  make  no  public  comment 

;  his  first  100  days  as  VW's  new 

irchasing  executive. 

ping  mum  may  have  seemed  the 

part  of  valor,  given  the  brouhaha 

had  stirred  up  with  his  will-he-or- 

he  departure  from  GM.  Back  in  the 

.  the  repercussions  are  still  being 

M  CEQ  John  F.  Smith  Jr.  on  Apr.  5 

nted  G.  Richard 

ner  Jr.,  GM's  chief 

iai  officer,  to  re- 
Lopez  as  head  of 

huge  purchasing 
P''  tion.  Then,  two 
a;  later,  Smith  said 
m'  luld  put  top  offi- 
;i  mder  formal  con- 
•;  — something  L6- 
e  conspicuously 
li  ;.  Under  the  new 
e  xecutives  won't 
wed  to  work  for 
for  three  years 
il   leaving  the  De- 
roi  luto  maker. 

it  got  GM  so  flus- 
ei  :  The  company 
a;  that  it  is  worried 
hi  Lopez  may  have 

(mI  its  confidence. 

I  days  of  his  de- 

•e,  GM  asked  L6- 

)  confirm  in  writ- 

that  he  had  not 
any  documents" 

lim  "pertaining  to 
>'    present  and  fu- 
I  nrporate  plans." 
»i  'S  OFF.   At  the 

of  GM's  concerns: 
attended  a  key 

lational  strategy 

:ig  held  at  GM's 
Opel  subsidiary 

juarters  in  Rus- 

'im,  Germany,  and 

pel's  Dudenhofen 

•ack  on  Mar.  8  and 

it  gave  him  an  in- 

Dok  at  some  of  GM 


Europe's  deepest  secrets  in  the  two  days 
before  he  first  resigned  (table).  "Noth- 
ing was  hidden  at  these  sessions,"  says 
one  attendee.  BUSINESS  WEEK  has 
learned  that  at  the  meeting  GM  officials 
laid  out  medium-term  financial  forecasts 
and  sales  projections  as  well  as  model 
plans  to  the  turn  of  the  century.  And 
some  Opel  prototypes  were  driven  on 
the  Dudenhofen  track. 

By  the  time  Lopez  was  watching  those 
prototypes  drive  by,  VW  CEO  Ferdinand 
Piech  had  already  bagged  two  senior  GM 
executives  for  his  Audi  unit  and  was 
close  to  persuading  Lopez  to  leave. 
On  Mar.  12,  Smith  temporarily  convinced 
Lopez  to  stay  with  a  personal  appeal 
and  a  promised  promotion.  Three  days 


LOPEZ  AND  PIECH  ARE  UNDER  COURT  ORDER  TO  STOP  RAIDING  GM 

ACHRONOIOGYOF 
lOPEr  COMIHGS  AND  GOINGS 


FEB.  24  German  press  reports  say 
that  VW  CEO  Ferdinand  Piech  has  re- 
cruited General  Motors'  purchasing 
czar  Ignacio  Lopez. 

MAR.  8-9  Lopez  attends  GM's  inter- 
national strategy  sessions  in  Germany, 
at  which  planned  new  models  and  oth- 
er sensitive  information  about  GM's 
European  strategy  are  discussed. 

MAR.  10  Lopez  resigns  from  GM. 
MAR.  12  GM  CEO  Jock  Smith  per- 
suades Lopez  to  stay  at  GM — or  so  he 

thinks.   

MAR.  1 3  Smith  firms  up  a  counter- 
offer to  Lopez,  who  tells  VW  he  won't 
be  coming  and  asks  to  be  released 
from  the  contract  he  signed. 


MAR.  15  At  10a.m.,  GM's  board  ap- 
proves Lopez's  new  appointment.  At  1 
p.m.,  Lopez  has  a  friend  deliver  a 
handwritten  note  of  resignation  to 
Smith's  office.  He  then  re-accepts  the 
VW  job. 

MAR.  22  GM  demands  that  Lopez 
affirm  in  writing  that  he  didn't  leave 
GM  with  confidential  documents. 

APR.  2  GM  obtains  a  temporary  in- 
junction from  a  Frankfurt  district  court 
to  keep  VW  and  Lopez  from  "system- 
atically" recruiting  GM  employees. 

APR.  7  Smith  announces  that  GM's 
top  officers  will  have  formal  contracts 
barring  them  from  working  for  rivals 
for  three  years. 


later,  however,  Lopez  resigned  again. 

GM's  problems  didn't  end  with  Lopez' 
departure.  Once  that  deal  was  done,  GM 
says  VW  stepped  up  efforts  to  raid  key 
GM  employees — with  Lopez'  aid,  once  he 
quit.  To  try  to  stop  the  recruiting,  GM's 
lawyers  on  Apr.  2  won  a  temporary  in- 
junction from  a  Frankfurt  court  forbid- 
ding VW  from  recruiting  any  more  em- 
ployees. Opel  Chairman  David  J.  Her- 
man alleges  that  vw  has  targeted  "more 
than  40  managers  at  Opel  and  GM"  offer- 
ing to  as  much  as  double  their  salaries. 
GM  says  it  has  sworn  affidavits  covering 
29  employees  alleging  they  were  ap- 
proached by  Lopez,  Lopez'  VW  co-work- 
ers, or  a  Frankfurt  headhunter  acting 
for  VW.  Since  Lopez  joined  VW,  GM  says, 
seven  GMers  have  joined  the  VW  group. 
'SIMPLY  UNFAIR.'  Lopez  and  Piech  were 
not  available  for  comment,  says  a 
spokesman  for  vw,  Karl-Giinter  Hornig. 
However,  Hornig  says,  "we  have  not 
systematically  hired  people  away,  and 
we  won't  in  the  future."  GM  says  that 
VW  has  replied  to  its  letters  about  confi- 
dentiality, but  that  neither  company  will 
release  the  texts  of  the  letters  that  went 
to  Lopez  and  Piech  or 
vw's  replies.  A  senior 
GM  Europe  executive 
gripes,  however,  that 
vw's  reply  was  "very 
general." 

In  the  previously  gen- 
teel European  auto 
market,  GM  isn't  the 
only  one  that's  beefing. 
Mercedes-Benz  GEO 
Werner  Niefer  says 
that  Lopez'  recruiting 
"is  simply  unfair.  His 
methods  are  like  the 
Wild  West."  Mercedes 
liasn't  lost  any  senior 
employees  to  the  VW 
group  since  Lopez 
joined  up.  But  last  year, 
when  Piech  was  run- 
ning vw's  Audi  unit, 
Audi  hired  away  a  Mer- 
cedes exec — and  four 
more  followed. 

Hornig  says  vw  does 
not  presently  plan  to 
contest  GM's  injunction 
in  court:  "We  want  to 
work  [any  differences] 
out  in  the  market." 
Moving  the  spat  into 
dealers'  showrooms 
may  save  on  lawyers' 
bills.  But  GM  remains 
suspicious  that  its  Ger- 
man rival  gained  an  un- 
fair edge  when  it  lured 
Lopez  away. 

By  John  Templeman 
in  Bonn,  with  David 
Woodruff  in  Detroit 
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Commentary/by  Karen  Pennar 


THE  GHOSTS  OF  INFLATION  PAST  WON'T  BE  BACK 


What  do  anchovies  and  lumber 
have  in  common? 
A  shortage  of  anchovies, 
which  were  killed  off  by  the  warm  cur- 
rents of  El  Nirio  that  swept  past  the 
Peruvian  coastline,  was  one  of  the  in- 
flation signposts  of  the  early  1970s. 
Now,  some  people  worry  that  a  short- 
age of  lumber,  prompted  in  part  by 
injunctions  against  logging  on  federal 
lands,  could  herald  a  series  of  price 
increases  in  the  1990s.  In  fact,  rising 
prices  roiled  the  bond  mar- 
kets in  early  April  and 
sparked  visions  of  inflation 
past.  Last  year's  inflation 
of  'i'/r  is  now  widely  re- 
garded as  the  trough,  and 
economists  figure  that 
prices  will  rise  8.5^'''  or  so 
in  1993. 

This  year,  though,  high- 
er prices  won't  be  spinning 
the  same  tale  they  have  in 
the  past.  The  similarities 
between  the  global  econo- 
my of  today  and  that  of  20 
years  ago  are  few  and  far 
between,  and  the  ghosts  of 
the  1970s  are  just  that— 
ghosts. 

FIRM  BANKERS.  In  coming 
months,  rising  demand  will 
doubtless  push  some 
prices  higher.  Heavy  de- 
mand and  short  supply 
doubled  the  price  of  lum- 
ber on  commodity  markets 
between  October  and 
March,  though  prices  have 
since  dropped  back  about 
W/<.  And  the  Clinton  Ad- 
ministration may  induce 
inflation  by  imposing  an  energy  tax, 
mandating  new  health-care  benefits, 
and,  in  taking  a  more  protectionist 
stance,  removing  some  cost  competi- 
tion that  foreign  producers  impose  on 
U.  S.  producers.  Still,  not  all  prices  are 
headed  u{3 — witness  Philip  Morris  Cos.' 
recent  move  to  cut  cigarette  prices. 

The  economic  fundamentals  of  the 
1990s  suggest  that  the  double-digit  in- 
flation of  the  1970s  that  robbed  sav- 
ings, battered  stocks,  and  chipped 
away  at  real  earnings  is  truly  a  thing 
of  the  past.  "We  don't  have  any  infla- 
tion, and  I  don't  know  where  we're 
going  to  get  it,"  says  economist  Albert 
T.  Sommers  of  the  Conference  Board. 


The  fire-breathing  inflation  of  the 
1970s  involved  more  than  rising  prices. 
Monetary  aggregates  and  credit  grew 
rapidly,  and  wages  and  benefits 
climbed.  Strong  demand  for  goods  and 
services  pulled  prices  up,  while  supply 
constraints  pushed  costs  higher.  To- 
day, none  of  these  things  is  happening. 

While  the  U.  S.  is  slowly  recovering, 
the  rest  of  the  industrialized  world  re- 
mains stuck  in  recession.  So  demand  is 
unlikely  to  heat  up  anytime  soon,  and 


wlien  it  does,  there  is  substantial  in- 
dustrial capacity  to  meet  it.  Central 
bankers  appear  to  be  maintaining  a 
firm  stance,  and  global  money  supply 
is  growing  at  a  modest  rate. 

Then,  too,  worldwide  supplies  of 
commodities  are  ample,  barring  any 
major  climactic  events  or  global  war- 
fare. Sources  of  supply  are  diverse, 
and  now  Russia  is  flooding  the  mar- 
kets with  nickel,  aluminum,  copper, 
and  other  commodities,  driving  prices 
down  further.  And  OPEC  has  lost  much 
of  its  price-setting  clout. 

Besides,  the  world's  economy  is  a 
changed  place.  The  U.  S.  is  no  longer 
head  and  shoulders  above  the  rest  of 


the  world  in  economic  performa 
but  more  of  a  first  among  equals, 
pan  and  Germany,  siotwithstanc 
current  economic  strains,  are  sti 
competitors.  And  dozens  of  develo 
nations  have  leapfrogged  ahead  in 
world-growth  charts,  thanks  to  t 
own  strong  performance  and  the  v 
showing  by  former  communist  nati 
Power  has  shifted  among  econc 
actors  as  well.  Financial  markets, 
instance,  have  developed  muscle 
now  regularly  judge 
behavior  of  corporat 
and  governments.  Po 
makers,  meanwhile, 
that  fiscal  and  mone 
actions  are  less  effe( 
because  they  are  e; 
diffused  throughout  \ 
ly  diversified  econon 
Unions,  too,  have  t 
sidelined,  unable  to  se 
large  wage  increases 
their  workers.  Big  em{ 
ers  now  have  the  u] 
hand  in  the  cost-cut 
environment  of 
1990s — an  environn 
spurred  in  large  part 
the  intensification  of  ^ 
al  competition. 
SHOCK  ABSORBERS.  I 
exports  and  imports  ( 
bined  now  account  for 
of  U.  S.  output,  comp; 
with  a  13%  share  20  y 
ago.  Technological  ch£ 
has  spawned  a  numbe 
new  products,  while 
producers  are  glut 
world  markets  with 
cost  goods  and  indus 
capacity.  Risks  are  more  diversi 
resources  more  available,  and  we 
more  widely  spread  than  ever. 

This  doesn't  make  the  world  ec 
my  immune  from  supply  or  den 
shocks  that  can  boost  prices  and 
strain  output — only  better  able  to 
sorb  them.  It's  foolish  to  say  s( 
thing  can't  happen  again.  But 
evidence  thus  far  in  the  1990s  sugg 
that  it  would  be  premature  indeei 
draw  parallels  between  timber  yielc 
the  Pacific  Northwest  and  ancF 
catches  off  the  coast  of  Peru. 

Pennar  is  BUSINESS  WEEK'S  se 
writer  on  economics. 
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Over  Seventy  Percent  Of 
Thefeth's  Surface  Is  Covered  By  Water. 
Jeep  Covers  The  Rest. 


There  are  still  a  few  places 
the  planet  that  you  won't 
id  a  Jeep.  But  barring  the 
u  expanse  of  oceans  and 
dless  miles  of  seas,  a  Jeep 
licle  will  take  you  virtually 
ywhere  you  want  to  go. 

At  the  heart  of  this  in- 
edible range  is  four-wheel 
ive.  Jeep  defined  it.  Jeep 


refined  it.  To  set  these  vehi- 
cles apart  from  everything 
else  on  the  face  of  the  earth. 
And  you  apart  from  the 
rest  of  the  world.  Jeep  makes 
4WD  available  to  you  on  the 
legendary  Jeep  Wrangler. 
The  classic  Jeep  Cherokee. 
And  the  award-winning 
Jeep  Grand  Cherokee. 


Of  course,  the  only  way 
to  truly  appreciate  the  capa- 
bility of  a  Jeep  is  to  experi- 
ence it  firsthand.  Please  call 
1-800-JEEP-EAGLE  for  test 
drive  information.  Then  let 
your  sense  of  adventure  take 
you  to  the  ends  of  the  earth. 

There's  Only  One  Jeep!.  1™ 

A  Division  of  the  Chrysler  Corporation.  ESS 


is  a  registered  trademark  of  Chrysler  Corporation. 


Buckle  up  for  safety. 


GOVERNMENT  I 


WHAT  DOES 

ROSS  PEROT  WANT? 


For  starters,  he  tells  BUSINESS  WEEK  he  won't  rule  out  another  run 


on't  look  for  Ross  Perot  and  Bill 
I  Clinton  to  kiss  and  make  up.  In 
pointed  barbs  exchanged  through 
the  press  on  Apr.  1,  the  two  men  tussled 
over  reports  of  a  Clinton  staffer's  al- 
leged mistreatment  of  a  top  military  of- 
ficial. But  that  could  look  like  kid's  stuff 
as  Perot  prepares  to  blitz  the  airwaves 
with  programs  critiquing  Clinton's  eco- 
nomic program.  And  as  Clinton  readies 
his  health-care  plan,  Perot  tells  BUSINESS 
WEEK  in  an  Apr.  7  interview  that  he's 
lining  up  "a  quick-response  team"  of 
"people  who  really  know  health  care"  to 
scrutinize  the  plan. 

Perot  is  unlikely  to  find  much  to 
praise  in  any  Clinton  initiative.  Less  than 
two  months  after  lauding  the  new  Presi- 
dent's deficit-reduction  blueprint,  Perot 
now  says  he  sees  more  hot  air  than  sub- 
stance in  Clinton's  reforms.  "You  realize 
there's  a  giant  credibility  gap  coming 
out  there,"  Perot  says.  "The  most  con- 
structive thing  we  can  do  is  keep  tap- 
ping everybody  on  the  shoulder  and  say- 
ing, 'That's  not  what  we  want.'  " 

The  White  House  can  hardly  brush 
aside  the  Texas  billionaire's  pique.  Per- 
ot's grass-roots  citizens'  group.  United 
We  Stand  America,  is  more  than  a  mil- 
lion strong  and  growing.  Congress  clear- 
ly understands  Perot's  power:  Lawmak- 
ers on  both  sides  of  the  aisle  are  seeking 


WORKING  THE  CROWD:  PEROT  WISHES 
CLINTON  WELL— WHILE  SKEWERING  HIM 


his  blessing.  One  reformist  senator,  Da- 
vid L.  Boren  (D-Okla.)  is  consulting 
Perot  about  legislation  to  close  the  "re- 
volving door"  through  which  former 
government  officials  become  lobbyists. 

Back  home  in  Texas,  the  billionaire 
gadfly  has  spawned  a  veritable  army  of 
Perot  political  spin-offs.  At  a  recent  for- 
um for  candidates  in  a  special  Senate 
election,  two  Republicans  boasted  of 
their  United  We  Stand  membership. 
"This  man  is  having  an  extraordinary 
impact  on   the   political   process  this 


PEROrS  WEEKEND  JAUNTS 

Cities  where 
Perot  has  made 
appearances 
since  early 

February  ^PRlL2 
SALT  ■ 


i  1! 


f  1  CO 


SAHIA  BARBARA 
IRVmt,  CAllf. 
SAN  DltGO 
LOS  ANGEUS 
FRESNO,  CAllf. 
CONCORD,  CAUE 
SACRAWIHTO  _ 


'^'^"CH  5-6 

^°"C0H|NS,  COIO. 


FEBRUARY  27-28  ' 
SAN  ANTONIO 
AUSTIN 
HOUSTON 
RICHARDSON,  TEX. 


FEBRUARY  19-21 
PENSACOIA,  FIA. 
JACKSONVILLE,  fLA. 
WINTER  PARK,  FLA. 
MIAMI 

fORT  MYERS,  FLA. 
ST.  PETERSBURG 
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year,  '  says  a  top  GOP  strategist. 

The  big  question  is:  What  does  1 
want  to  do  with  his  influence?  "I 
think  he  has  any  big  agenda.  I  thir 
likes  the  attention,"  says  former 
porter  Melvin  Weiss,  a  New  York  ; 
ney.  Others  say  Perot  is  prepping 
second  run  for  the  White  House, 
weeks,  he  has  been  comparing  am 
run  to  undergoing  surgery  without 
thesia.  But  in  his  BUSINESS  week  : 
view,  he  wouldn't  rule  out  a  seconc 
"As  unpleasant  as  the  thought  is 
have  to  leave  the  leverage  [of  am 
campaign]  there  to  keep  everybody 
tention  in  Washington,"  he  says. 
LONG  FUSE.  Such  comments  make  it 
tliat  Clinton's  strategy  for  dealing 
the  feisty  Texan  has  failed.  First 
White  House  sought  to  co-opt  Pen 
adopting  his  populist  rhetoric  and  b; 
ing  him  an  early  preview  of  the  eco 
ic  plan.  Later,  the  White  House  de 
to  ignore  Perot's  occasional  jabs  ar 
stead  appeal  directly  to  the  19  ra 
Americans  who  voted  for  the  ind 
dent.  Though  Clinton  has  lately 
out  swinging,  some  wish  he  woul 
more  aggressive.  "All  the  Clinton  p 
are  afraid  of  him,"  says  Democratk 
sultant  Bob  Beckel. 

Before  long,  however,  anger 
overwhelm  fear,  as  the  White  fl 
gets  set  to  pitch  its  health-care 
Perot  is  particularly  critical  of  H 
Rodham  Clinton's  health-care  cor 
sion,  which  he  considers  too  seen 
"This  is  not  a  nuclear-bomb  progi 
he  says.  "It  does  not  have  to  be  c 
oped  in  secret  with  a  secret  team.' 

On  most  issues,  Perot  sounds  a  lo 
Clinton's  Republican  critics.  He  dd 
the  Administration's  pending  jobs  b 
"pork."  And  he  praises  the  budget 
posal  of  Representative  John  R.  K 
(R-Ohio),  which  would  have  reduce( 
deficit  without  raising  taxes. 

Scrapping  with  the  President  is 
way  for  Perot  to  keep  himself  ir 
public  eye.  But  he's  not  taking 
chances.  Since  the  election,  he  ha; 
peared  at  nearly  40  rallies  (map).  H( 
flooded  the  airwaves  with  hoke 
pitches  for  $15  United  We  S 
memberships.  And  he's  creatii 
"Pork  of  the  Month  Club"  of  w 
ful  government  spending. 
Perot  insists  he  intends  no  ( 
spect  to  Clinton.   "I  wish 
well,"  Perot  declares.  "I  wani 
to  be  remembered  as  the  gre 
President  we  ever  had  because 
would  mean  the  problems  are  sol' 
With  friends  like  Ross,  Clinton  n 
wind  up  longing  for  an  old-fashi 
fight  with  the  Republicans. 

By  Wendy  Zellner  in  Dallas  and  Ric 
S.  Dunham  in  Washington 


irybody  has  his  or  her  favorite  sky.  Swissair  can  match  yours, 
erever  It  is.  The  sky  over  Berlin?  The  sky  over  Yaounde?  Hong 
ng?  At  any  moment  in  time,  Svi^issair  planes  are  flying  from  one 
t  to  another.  So  Swissair  will  take  you  there,  any  time  you  need 
>e  there.  And  to  1 1 0  cities  all  over  the  world.  With  or  without 
douds.  For  reservations,  call  your  travel  agent  or  Swissair  at 
)-221-4750.  Swissair.  Time  is  everything:" 
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"Sky  Mirror" 
by  Gary  Beydler. 
Part  of  Swissair's 
Time  A  Motion 
Series. 
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BUDGETS  I 


SHARP:  REPLICATING  CORPORATE  METHODS  TO  WRING  OUT  GOVERNMENT  INEFFICIENCY 


THEM'S  PRETTY  FANCY 
ACCOUNTING  TRICKS,  PARDNER 


Texan  John  Sharp's  budget-twisting  ways  are  influencing  Washington 


Texas  Comptroller  John  Sharp  has 
won  plenty  of  accolades  for  his 
two-year  crusade  against  waste 
and  inefficiency  in  his  home  state.  That 
includes  plaudits  from  President  Clinton, 
who  has  launched  a  "searing"  audit  of 
the  federal  government,  a  strategy 
closely  modeled  on  Shar|)'s  Texas  Per- 
formance Review.  Now,  Sharp  and  some 
aides  have  begun  shuttling  to  Washing- 
ton to  help  Vice-President  Al  Gore  for- 
mulate Clinton's  audit  program. 

Mayl)e,  though,  the  Administration 
should  take  a  closer  look  at  Sharp's  re- 
sults. Yes,  his  staff  of  100-plus  auditors 
has  struck  fear  in  the  hearts  of  state 
bureaucrats.  And  legislators  in  1991  did 
adopt  more  than  half  of  his  $4.2  billion  in 
!)Uflget-cutting  reconuiiendations,  allow- 
ing Democratic  Governor  Ann  W.  Rich- 
ards to  escape  Texas'  biennial  budget 
crunch  without  imposing  an  income  tax. 
LEDGER-DEMAIN.  But  a  closer  look  at 
Sharp's  reviews  should  shake  the  faith 
of  anyone  counting  on  Clinton's  budget 
bulldogs.  Most  of  Sharp's  savings  in  the 
name  of  government  reform  are  really 
accounting  sleights  of  hand  and  revenue 
increases  from  higher  fees,  tuitions,  de- 
layed tax  credits,  and  the  like. 

Of  the  $2.4  billion  in  savings  and  other 
measures  eventually  approved  by  legis- 
lators from  Sharp's  first  plan,  $700  mil- 
lion at  most  will  come  from  spending 
reductions,  says  Jared  E.  Hazleton  at 
the  Center  for  Business  &  Economic 
Analysis  at  Texas  A&M  University.  And 
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one  study  by  the  state  auditor's  office 
says  lawmakers  had  achieved  just  $99 
million  in  actual  cuts  as  of  last  Septem- 
ber, halfway  through  the  budget  cycle. 

Sharp  himself  claims  cuts  of  more 
than  $400  million  for  the  year.  Surely, 
his  efforts  have  brought  results,  from 
consolidating  the  state's  dozen  or  so 
health  and  human  service  agencies  to 
eliminating  $500,000  worth  of  decorative 
plants.  More  important,  the  audit  may 
have  changed  the  way  government  mon- 
itors itself.  Sharp's  team,  staffed  by  mid- 
level  CPAs  and  bureaucrats,  replicated 
the  "reengineering"  approach  that  many 
corporations  have  employed  to  wring  out 
inefficiencies. 

But  many  reckon  the  process,  even  if 
comprehensive,  will  at  best  delay  the 
state's  day  of  financial  reckoning.  "Most 


SMOKE  'N'  MIRRORS 


John  Sharp's  1994-95  Texas  budget 
plan  relies  more  on  accounting  devices 
and  taxes  than  on  spending  cuts: 


BILLIONS 

Postponed  expenditures  

$1.0 

Accelerated  revenue  collection 

.  0.3 

Taxes/other  new  revenue  

0.2 

One-time  revenue  increases  .  . 

.  0.6 

Additional  federal  funds  

1.4 

Spending  cuts  

1.0 

TOTAL  IMPACT: 

S4.5 

DATA:  CENTER  FOR  BUSINESS 
1  ECONOMIC  ANALYSIS,  TEXAS  ASM  UNIVERSITY 


of  the  big-money  items  start  with 
words  'defer  payment'  or  'accelerate 
lection,'  "  says  James  P.  Oliver,  e? 
tive  director  of  the  bi})artisan  Legisl; 
Budget  Board,  which  draws  up  the 
draft  of  the  state  budget.  For  inst; 
Sharp's  1991  recomiuendations  incl 
delaying  a  payment  of  $234  millio 
the  teachers'  retirement  fund  by  a 
to  knock  it  into  the  next  budget  c 
Legislators  "who  know  anything  a 
finance  should  know  they're  buildir 
prol;)lems  for  the  future,"  warns  01 
'lEAST  RESISTANCE.'  Texas  repres( 
tives  already  are  wrestling  with  an 
luated  $3  billion-to-$5  billion  deficit 
the  two-year  budget  cycle  startin, 
1!)94.  To  help  close  the  gap,  a  se 
Sharp  audit  released  in  January  tu 
up  an  additional  $4.5  billion  in  spen 
cuts,  fee  increases,  and  accounting 
neuvers  (table).  Again,  he's  castir 
wide  net:  The  4G0  proposals  include 
turing  additional  federal  matching  fi 
($1.4  billion)  and  cutting  out  free  n 
for  prison  guards  ($11  million). 

Sharp  confirms  that  about  half 
recommendations  involve  accoun 
changes  or  added  revenue  collection 
fleeting  in  part  an  effort  to  win 
lawmakers  by  proposing  more  palat 
measures  early  on.  'Legislatures  a 
lot  like  rivers,"  he  says.  "They  take 
path  of  least  resistance."  He  pre( 
legislators  will  adopt  more  of  the 
posed  cuts  and  consolidations  in 
rather  than  resort  to  a  state  income 

Not  everyone  is  convinced.  "Shai 
camouflaging  major  increases  in  s 
expenditures  by  talking  about  efficii 
improvements,"  snipes  Texas  Republ 
Party  Chairman  Fred  Meyer,  who  n 
that  the  state  budget  has  jumped  f 
$48  billion  in  1989  to  a  proposed  $67 
lion  in  1993. 

Not  that  folks  don't  apprec 
Sharp's  thinking.  "Even  with  the  sn 
and  mirrors,  it's  an  effort  worth  r 
ing,"  says  state  Representative 
madge  Heflin,  a  Houston  Republ 
who  acknowledges  Sharp  could  ; 
Texas  $1  billion  in  two  years.  Says  1 
mond  C.  Scheppach,  executive  dire 
of  the  National  Governors'  Assn.:  "' 
as  has  done  a  much  more  comprehen 
job"  than  the  other  30  states  involve 
performance  reviews. 

So  far.  Sharp's  act  is  playing  we 
Washington.  (Jore's  team,  under 
day-to-day  care  of  Sharp  deputy  1 
Hamilton,  is  shacked  up  a  block  f 
the  White  House  and  plans  to  unvei 
proposals  this  fall.  But  in  a  town  so 
customed  to  budgetary  tricks,  Sha 
model  is  likely  to  be  judged  once  aj 
more  for  the  savings  it  promises  t 
for  lidw  it  proposes  to  get  there. 

Bi/  Peter  Biirroivs  in  Dc 


"We  ship  up  to  100  packages 
a  day  to  ballet  companies  and 
specialty  dance  stores  all 
around  the  world.  And  it's  very 
important  that  they  arrive  on 
time  or  the  show  won't  go  on." 

"Before  we  had  the  Pitney 
Bowes  shipping  system, 
everything  had  to  be  done  the 
old-fashioned  way.  We  typed 
labels  manually  and  recorded 
shipments  by  hand,  so  it  was 
very  tense.  1  had  to  rush,  just 
to  get  my  packages  out  on  time." 

"It  used  to  take  two  and  a  half 
hours  a  day  to  process  orders. 
That  same  amount  of  work  can 
now  be  done  in  45  minutes. ..at  a 
lower  cost  and  more  accurately. 
Plus,  we  have  computerized 
records  of  our  shipments,  so 
we  can  easily  track  packages. 
Which  means  we  can  give  faster 
answers  and  better  service  to 
our  customers.  It's  changed 
our  whole  image." 

"I've  found  that  our  business 
is  important  to  Pitney  Bowes. 
Pitney  Bowes  cares  about  our 
success.  They  make  my  life 
much  easier." 

At  Pitney  Bowes,  customer 
satisfaction  is  a  commitment 
that's  at  the  vety  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actitms  of  our 
people.  And  it 's  reflected  in 
the  quality  and  reliability  of 
our  products.  What  s  more,  we 
hack  it  up  with  our  Customer 
Satisfaction  Gua rem tee^.'^ 
For  more  infonnation,  call 
1-800- MR  BOWES  e.xt.  3844. 
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With  our  Pitney  Bowes  shipping 
system,  we  can  give  our  customers 
better  service  and  faster 


answers.  I  am 
100%  satisfied." 


Raymond  Rodriguez 
Shipping  and  Receiving  Manager 
New  York  Branch  Office 
FREED  OF  LONDON,  LTD. 
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BUSINESS  SCHOOLS  I 


B-SCHOOLS  ARE  TAKING 
A  CRASH  COURSE  IN  HOOPLA 


Applications  ai'e  down,  so  even  the  best  are  scrambling  to  lure  students 


I 


t  seemed  like  just  another  New 
York  cocktail  party.  Business  cards 
floated.  Cocktails  flowed.  White- 
suited  waiters  served  fancy  hors 
d'oeuvres.  But  beneath  the  chatter  in 
the  high-ceilinged  room,  a  handful  of 
anxious  people  were  doing  some  hard 
selling. 

The  dean  of  Dartmouth  College's 
Amos  Tuck  School  of  Business,  Edward 
A.  Fox,  faculty,  and  alums  were  out  in 
full  force  at  Manhattan's  Explorers 
Club  on  April  Fool's  Day,  talking  up 
their  school  and  glad-handing  prospec- 
tive students.  Dartmouth  dubs  these 
events  "yield  parties,"  meant  to  per- 
suade Tuck's  accepted  applicants  to  en- 
roll. "This  is  where  you  can  really  get 
down  and  dirty,"  says  Paul  A.  Argenti, 
a  Tuck  professor.  It's  where  Tuck  aims 
"to  close  the  deal." 

Tough  M&.A  talk  from 
a  B-school  prof?  Wel- 
come to  Reality  101, 
master's  level.  Begin- 
ning Apr.  15,  MBA  wan- 
nabes will  decide  which 
schools  they'll  attend 
come  autumn.  That  has 
touched  off  an  unusual- 
ly fierce  competition 
between  normally 
straitlaced  universities. 
Faced  with  declining  in- 
terest in  MBA  programs 
and  demographic 
changes,  even  the  top 
schools  are  embracing 
marketing  ploys  and 
gimmicks  to  woo  the 
best  and  brightest. 

Many  are  hiring  pub- 
lic-relations firms  to 
tout  their  merits.  The 
University  of  Chicago, 
for  example,  tapped  the 
high-powered  former 
chief  executive  of  Hill 
&  Knowlton  Inc.,  Rob- 
ert L.  Dilenschneider, 
to  flack  its  MBA  pro- 
gram. Some  schools  are 
dangling  more  scholar- 
ship money.  At  the 
Dartmouth  get-togeth- 
er, applicant  Kevin 
Vassily  notes  that 
Duke  University's  J.  B. 
Fucjua  School  of  Busi- 
ness even  trumpeted 


the  first-dibs  he'd  have  on  season  tick- 
ets for  the  school's  basketball  team,  the 
Blue  Devils. 

Such  frenzy  is  a  far  cry  from  the 
halcyon  days  of  a  few  short  years  ago, 
when  B-schools  sat  back  and  waited  for 
applications  to  flow  in.  However,  the 
number  of  people  taking  the  Graduate 
Management  Admission  Test  (GMAT)  has 
dropped  20''f  in  the  past  two  years.  In- 
terest is  declining  even  in  elite  schools, 
such  as  Northwestern  University's  J.  L. 
Kellogg  Graduate  School  of  Manage- 
ment, where  applications  have  plum- 
meted by  127<  since  its  1991  peak. 

The  bad  news  has  business  schools 
nervous:  An  admissions  drop  could  cut 
into  the  big  revenues  that  many  pro- 
grams generate.  That's  why  admissions 
officers  are  scurrying  to  adopt  market- 


GET  A  CLOSE-UP  OF  THAT  REGRESSION  ANALYSIS! 

Business  schools  are  making  videos  to  lure  exceptional  students.  Here  are  reviews 
from  this  year's  crop: 

MIT 

The  Charles  River  set  to  Van  Morrison,  with  Dean  Lester  Thurow  at  his 
quotable  best.  Emphasizes  the  school's  international  focus. 

DUKE 

Fall  foliage  and  the  North  Carolina  hills  are  enough  to  sway  even  Ivy 
League  snobs.  Plays  up  Duke's  cooperative  culture  and  teamwork, 
but  could  have  used  more  details  about  the  program. 

use 

★ 

Fluff  City.  This  slick  production  features  dizzying  graphics  set  to  up- 
lifting classical  music.  But  a  little  too  much  sun,  surf,  and  fun — not 
much  on  what  mokes  this  school  strong. 

DATA:  BUSINESS  WEEK 


ing  strategies  to  differentiate 
schools  from  among  the  1,000  in; 
tions  now  offering  MBAs  around 
world.  "In  the  1980s,  the  attitude 
'Our  applications  are  up,  and  yi 
lucky  to  get  in,'  "  says  Ethan  l 
bury,  admissions  director  of  Colu 
University's  Graduate  School  of 
ness.  "We've  completely  changed  r 
TAPES  AND  DISKS.  Schools  are  tui 
to  increasingly  high-powered,  high 
tactics.  At  least  10  of  busine.ss  wi 
top  40  schools  dispatch  videotaj 
costing  $30,000  to  $60,000  to  prodi 
to  prospective  students  (table).  The 
versity  of  Pennsylvania's  Wha 
School,  where  applications 
dropped  more  than  207'  in  the 
three  years,  sends  accepted  appli( 
interactive  floppy  disks,  in  an  att 
to  hook  students  by  providing  detai 
everything  from  Philadelphia  to  sti 
profiles.  Kellogg  has  put  its  applic 
on  computer  disks  to  make  it  easi 
apply,  and  offers  Saturday  inten 
and  extended  phone  hours  to  accoi 
date  applicants. 

Other  schools  prefer  the  per: 
touch.  Wharton  boasts  offices  in  . 
and  Tokyo  and  for  the  first  time  is 
ing  receptions  at 
for  admitted  stud 
Cornell  Univers 
Graduate  Schoo 
Management  1 
Alan  G.  Merten 
aside  7  to  10  night 
ery  spring  to  telep 
the  best  applici 
"Only  a  few  years 
people  would  have 
you  were  crazy 
spending  so  r 
time,"  he  says.  Cc 
also  has  establish 
toll-free  phone  nu: 
so  applicants  can  e 
lish  a  "personal 
tionship"  with  a( 
sions  staff.  & 
schools  ask  curreni 
dents,  alumni,  and 
ulty  to  badger  acc( 
applicants  as  well. 

Does  all  the  pit( 
have  any  effect?  K 
M.  Rasmussen,  a 
nell  applicant,  was 
tered  by  Merten's 
"Definitely  that  w: 
a  major  factor  in 
decision,"  she  t 
Look  at  it  this  wa; 
the  least,  applic 
get  a  free  lesso 
high-powered  sales 
tics  even  before 
hit  campus. 

By  Lori  Bongiort 
Neic  York 
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HANE  PETERSON 

STAR  GAZING  ^ 


If  you're  mystified  by  tfie  gyra- 
tions of  tfie  stock  market  lately, 
why  not  look  to  tfie  stars  for 
some  tips?  Astrologers,  it  ^ 
turns  out,  are  beorisfi.  Henry 
Weingarten,  wfio  is  helping 
to  organize  a  conference  on 
astrjology  and  the  stock  market 
in  May,  says  astrological 
readings  foretell  a  market  cor- 
rection in  late  April  or  early 
May.  To  avoid  the  fall,  he  re- 
commends shorting  some 
strong  performers  and  betting 
on  gold  and  British  stocks. 
Here  are  his  picks:     *  'tl^ 
SHORTS  SHARE  PRICE* 


BETHLEHEM  * 
STEEL 


CHRYSLER 


CISCO  SYSTEMS 


MERRILL  LYNCH 


CITIBANK 


BUYS 


ECHO  BAY  ^ 
MINES 


LAC  MINERALS 


UNITED  i 
KINGDOM  FUND 


'Apr.  6  (lose 

*       DATA:  ASTROLOGER'S  fUHO 
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HUCLEAR  WASTE 
ClOUDS  SIBERIA'S  SKIES 


►  In  the  worst  nuclear  acci- 
dent since  the  1986  Cherno- 
byl disaster,  a  tankful  of 
spent  radioactive  fuel  explod- 
ed and  burned  on  Apr.  6  at 
Tomsk-7,  a  fornnerly  secret 
Siberian  city  where  nuclear 
weapons  were  once  built.  A 
large  radioactive  cloud  was 
spotted  over  the  site,  and 
several  thousand  acres  of 
land  were  probably  contami- 
nated. Tomsk-7  has  a  popula- 
tion of  500,000.  The  accident 
is  eerily  reminiscent  of  one 
that  contaminated  a  vast 
area  of  Siberia  in  1957.  But 
both  Russian  and  Western 
experts  agree  that  the  disas- 
ter is  nowhere  near  the  size 


of  Chernobyl,  which  has 
claimed  8,000  lives  so  far. 
The  Tomsk-7  accident  is  al- 
ready refocusing  Western  ef- 
forts to  make  the  former  So- 
viet Union's  nuclear  program 
safer. 


TURNER'S  ASSETS  MAY 
HAVE  TO  STAY  PUT 


►  A  proposal  to  carve  up  Ted 
Turner's  media  empire  is  al- 
ready drawing  criticism.  The 
Wall  Street  Jourual  reported 
on  Apr.  6  that  Turner  sup- 
ports selling  off  his  assets  to 
two  cable  giants  that  are  his 
top  shareholders.  But  Stan- 
dard &  Poor's  said  a  day  lat- 
er that  one  of  them.  Time 
Warner,  has  too  much  debt 
to  start  buying.  The  ratings 
agency  lowered  its  outlook 
for  Time  Warner  from  stable 
to  negative  out  of  fear  that 
buying  ('NN  or  other  Turner 
properties  would  reduce 
Warner's  interest  coverage. 
And  an  activist  Federal  Com- 
munications Commission  may 
object,  since  such  a  move 
would  concentrate  too  much 
power  in  the  hands  of  huge 
cable  companies. 


TAKING  STOCK 
OF  STOCK  OPTIONS 


►  An  intensive  lobbying  ef- 
fort by  business  interests 
failed  to  stop  the  Financial 
Accounting  Standards  Board 
from  moving  forward  with  a 


THIS  BUD'S  FOR  SHAMU.  NOT 


August  Busch  III  may  be  wish- 
ing his  company  had  stuck  to 
beer.  On  Apr.  2,  a  coalition  of 
animal-rights  groups  plunked 
down  $14,000  for  a  full-page  ad 
in  The  New  York  Times  de- 
manding that  Anheuser-Busch, 
brewer  of  Budweiser,  release 
Corky.  What's  a  Corky?  It's  the 
killer  whale  at  Anheuser's  Sea 
World  theme  park  in  San  Diego. 
The  group  says  the  28-year-old 
orca,  better  known  as  Shamu,  suffers  in  captivity.  If  ( 
isn't  freed,  "she  will  drop  dead  in  the  bottom  of  a  tank," 
the  group's  development  director,  Raymond  Chavez.  Bu 
World  vet  James  McBain  says  Corky  is  in  good  health, 
could  be  sentencing  her  to  death  if  we  let  her  go,"  he  says 
whale's  partisans  don't  buy  that.  To  force  the  issue,  tl 
calling  for  a  Bud  boycott.  And  they  dragged  a  "Free  Ci 
banner  above  the  St.  Louis  Cardinals  baseball  game  on  A 
The  Cardinals,  of  course,  play  at  Busch  Stadium. 


proposal  to  charge  stock  op- 
tions against  earnings.  The 
board  voted  Apr.  7  to  formal- 
ly propose  the  new  standard. 
It  will  likely  receive  public 
comments  for  six  months  be- 
fore requiring  companies  to 
disclose  the  impact  of  option 
grants  on  corporate  earnings 
for  three  years.  Stock-option 
grants  made  after  Dec.  31, 
1996,  would  then  have  to  be 
expensed  on  the  books. 


ANOTHER  PLAN 
FOR  EXECUTIVE  LIFE 


►  California  Insurance  Com- 
missioner John  Garamendi  is 
in  talks  to  sell  the  insurance 


THAN/ 

gA^EBALL'S 
FINMLY 
BE5UN,,, 


fmE  A  CHANCE 
lOCOfAPLAlN 


operation  of  Executive 
Insurance  to  Pacific  M 
Life  Insurance  in  Ne) 
Beach,  Calif.,  sources  ck 
the  discussions  say.  The 
week-old  negotiations 
Pacific  Mutual  come  af 
recent  court  ruling  s 
down  Garamendi's  ori 
plan  to  sell  the  failed  E 
tive  Life.  Garamendi  pu 
says  he  hopes  to  salvag( 
deal,  which  is  with  Mu 
Assurance  Artisinak 
France  and  a  subsidiai 
France's  Credit  Lyonnai 


UNITED  BACKS  OUT 
OF  A  BOEING  DEAL 


►  Boeing  is  hoping  this 
last  measure  of  bad  new 
a  while.  On  Apr.  7,  U 
Airlines  announced  th 
had  annulled  orders  f( 
Boeing  planes  worth  $2. 
lion.  That  will  hurt  Be 
but  not  as  much  as  it  i 
have.  United,  Boeing's 
gest  customer,  had  also 
pressing  to  defer  takini 
livery  of  the  new  777,  d 
May,  1995,  or  to  switc 
order  to  a  longer-range 
sion  of  the  plane.  Boein 
fused  the  request.  It  ah 
sisted  that  if  United  dc 
reinstate  the  49  cancella 
by  2000,  the  airline  will 
to  forfeit  big  deposits. 
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How  well  can  your  800  service 
control  heavy  traffic? 


WTien  too  many  customers  call  your  business 
Tiultaneously,  they  can  turn  your  smoothly-flowing 
10  traffic  into  gridlock.  Callers  can't  get  Uirough. 
id  rather  than  stay  on  hold  indefinitely,  they  could 
loose  to  take  their  business  elsewhere. 
Fortunately,  Sprint  has  devised  a  number  of  alter- 
ite  routes  to  make  sure  you  get  every  call  in  the 
idst  of  busy  800  traffic.  Fbr  instance,  our  800  Call 
rector*  features  a  unique  graphic  interface  that 
:s  you  redirect  your  800  traffic  with  point-and-click 
)nvenience.This  makes  it  easy  to  reroute  calls, 
en  as  your  call  center  is  reacting  to  its  own  version 
rush  hour. 


Another  Sprint  solution  allows  you  to  have  your 
incoming  calls  routed  automatically,  not  only  to  the 
nearest  call  center,  but  to  the  next  available  agent. 
The  result  is  maximized  productivity  and  mini- 
mized customer  disconnects. 

So  if  you're  in  an  800  jam,  give  us  a  call.  We'll  show 
you  how  Sprint's  800  solutions  can  drive  up  your 
sales  and  profitability.  And  reduce  the  time  your 
customers  spend  in  traffic. 


For  the  perfect  800 
service,  ^ai'anteed, 
foUow  Sprint.'"  CaU 
i-800-827-4800. 


800  Call  Director™  available  4/93.  Call  for  details  of  guarantee.  New  800  customers  only.  ©  1993  Sprint  Communications  Company  L.R 
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these  securities.  This  offering  is  made  only  by  the  Prospectus. 
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10,000,000  Shares 


National 
Steel 


Class  B  Common  Stock 
Price  $l-t  Per  Share 

The  New  York  Stock  Exchcmge  syjiibol  is  NS 

C  'opies  of  the  Prosfjectus  may  be  obtained  in  (my  State  from  the 
undersigned  and  such  other  dealers  as  may  laufully  offer 
these  securities  in  such  State. 

8,000.000  Shares 
United  States  Offering 

J.  P  Morgan  Securities  Inc. 

Goldman,  Sachs  &c  Co. 

Salomon  Brothers  Inc 
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J.R  MoigcUi  Securities  Ltd. 

(^oldmmi  Sachs  Internation^il  Limited 
iNomuia  Inter  national 

Siilomon  Brothers  International  Limited 

ABN  /\MRO  Bank  N.V  Credit  Lyonnais  Securities  Dresdner  Bank 

Hoh(Mt  Fleming^  Co.  Limited     Swiss  Bank  Corj^orat ion     Yamaichi  International  (Fnrope)  Limited 
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I  KNEW  RONALD  REAGAN, 

i  ND  YOU'RE  NO  RONALD  REAGAN— YET 


Hy  the  time  Congress  returns  from  its  Easter  vacation. 
Bill  Clinton  will  almost  certainly  have  cut  a  deal  to 
t^et  his  stalled  economic-stimulus  package  back  on  track 
Senate.  While  deriding  Repul)lican  critics  of  the  "jobs" 
"senators  who  all  have  jobs,"  the  President  said  on  Apr. 
lie  was  recasting  the  plan  to  "address  some  of  the  legit- 
ii  I  expressed  objections." 
R-h  willingness  to  meet  the  opposition  half-way,  combined 
killful  maneuvering,  has  brought  Clinton  early  victories, 
^  congressional  approval  of  the  outline  of  his  budget  plan 
icfore  lawmakers  had  seen  the  de- 
Uut  while  Clinton  has  brought  a 
<■  m  to  the  job  not  seen  since  the  ear- 
1;  ays  of  Ronald  Reagan,  many  won- 
d  whether  the  President  has  a  Reaga- 
r  lie  core  of  beliefs  that  he's  willing  to 
-   I  and  fight  for.  And  that  raises  big 
q  tions  about  just  how  tough  he'll  be 
ii  le  tax  and  budget  fights  to  come. 

bat  had  looked  like  the  Clinton  Ex- 
j  -  was  sidetracked  by  determined  GOP 
c  isition  in  the  Senate.  On  Apr.  5,  Sen- 
a  Majority  Leader  George  J.  Mitchell 
I  Iv.)  failed  in  his  third  attempt  to  end 
;.  'lublican  filibuster  against  Clinton's 
i  omic  stimulus  package.  Ridiculing 
I  1  (if  the  spending  as  pork-as-usual,  a  solid  GOP  denied  Clin- 
t  the  60  votes  needed  to  end  debate. 

I  salvage  the  measure,  the  White  House  may  have  to 
:  idon  nearly  half  of  the  proposed  $19.3  billion  in  spending. 

lit  $4  billion  to  extend  unemployment  benefits  is  safe,  as 
'  !  nillion  in  highway  funds,  $500  million  for  summer  youth 
I  .  and  $300  million  for  immunization.  But  $2.5  billion  for 
'  munity  development  block  grants— largely  unrestricted 
:  ey  coveted  by  mayors  and  a  major  Clinton  sop  to  the 
1  i.dcratic  left— will  take  a  big  hit. 

oiicessions  to  the  GOP  will  come  on  top  of  earlier  cave-ins 
t  ey  Democrats.  At  Mitchell's  insistence,  for  example,  the 


White  House  agreed  to  exempt  home  heating  oil  from  a  high- 
er energy  tax  to  be  levied  on  refined  petroleum  products. 
Coal-state  senators,  lead  by  Appropriations  Committee  Chair- 
man Robert  C.  Byrd  (D-W.Va.),  won  a  redesign  of  the  tax  so 
that  it  would  be  collected  from  electric  utilities  rather  than 
mines.  And  Western  Democrats  forced  retreat  on  a  plan  to 
jack  up  fees  for  grazing,  mining,  and  logging  on  federal  land. 

If  the  Hill  comes  to  see  Clinton  as  the  host  of  a  new  version 
of  Let's  Make  a  Deed,  he'll  be  in  big  trouble  in  the  tax  and 
spending  fights  ahead.  Already,  Republicans  suspect  that 
Clinton's  flexibility  on  the  budget  means 
the  Administration  will  give  in  to  Demo- 
cratic interest  groups.  The  Clintonites 
"needed  a  stronger  result  than  this  on 
the  spending  package  to  steel  themselves 
for  the  already  unpopular  tax  votes," 
says  former  Representative  Vin  Weber 
(R-Minn.). 

DRAWING  A  UNE.  Indeed,  Democrats  loom 
as  the  main  threat  to  key  Clinton  tax 
proposals.  Many  Democrats  dislike  the 
proposed  two-year,  7%  investment  tax 
credit.  Both  House  Ways  &  Means  Chair- 
man Dan  Rostenkowski  (D-Ill.)  and  Sen- 
ate Finance  Committee  Chairman  Daniel 
P.  Moynihan  (D-N.Y.)  are  unenthusiastic 
about  the  ITC  and  the  proposed  two-percentage-point  increase 
in  the  corporate  tax  rate.  Unlike  the  grab  bag  of  spending  in 
the  stimulus  bill,  the  iTC  and  other  measures  to  spur  invest- 
ment are  central  to  Clinton's  vision  of  a  more  productive 
economy. 

But  no  one  yet  knows  whether  Clinton  will  draw  a  line  in 
the  sand  to  defend  the  iTC— or  any  other  part  of  his  pro- 
gram. In  fairness,  Clinton  is  determined  to  avoid  the  inflexibil- 
ity that  got  Jimmy  Carter  into  so  much  trouble.  Yet  in  his 
study  of  the  Reagan  script,  he  may  have  missed  the  fight 
scenes  that  made  the  Gipper  so  formidable  in  his  first  term. 

By  Paul  Magnusson  anel  Richeuel  S.  Dunham  in  Weushington 


>ITALWRAPUPI 


RPORATE  GOVERNANCE 


I  epresentative  Edward  J.  Markey 
L;D-Mass.)  wants  to  make  sure  that 
■porate  boards  keep  up  the  asser- 
eness  that  has  toppled  lackluster 
nagement  at  American  Express, 
I.  GM,  and  other  big  companies.  He's 
likely  to  get  very  far  with  his  push 
legislation  that  would  require  direc- 
s  to  disclose  all  professional  com- 
Lments,  limit  the  number  of  boards 
ectors  can  serve  on,  and  require 
mal  reviews  of  board  performance, 
t  Markey  plans  to  keep  the  issue 
y/e  with  a  series  of  hearings  before 
Telecommunication  &  Finance  sub- 
nmittee  beginning  on  Apr.  21.  Like- 


ly witnesses  for  the  lead-off  session  in- 
clude Compaq  Computer  Chairman 
Benjamin  M.  Rosen,  who  played  a  key 
role  in  ousting  CEO  Rod  Canion  in  1991, 
and  John  Pound,  a  corporate-govern- 
ance expert  at  Harvard's  John  F.  Ken- 
nedy School  of  Government. 

POLLSTERS  

Republican  pollster  Frank  I.  Luntz, 
who  iiTitated  many  of  his  potential 
GOP  clients  last  year  by  working  for 
the  independent  Pi'esidential  campaign 
of  Ross  Perot,  is  trying  to  make  it  up. 
He's  offered  to  do  free  consulting  for 
any  Republican  candidates  who  are 
looking  for  advice  on  how  to  attract 
Perot  voters.  Luntz  is  also  serving  as 


an  unofficial  adviser  to  the  reform- 
minded  class  of  47  freshmen  Republi- 
can House  members. 

DISSIDENTS  

Senator  Richard  Shelby's  high-profile 
feud  with  President  Clinton  has 
made  the  Alabama  Democrat  a  pariah 
in  Washington,  but  it  may  help  him 
back  home.  Many  newspapers  in  the 
state  have  praised  Shelby  for  branding 
the  President  the  "tax  man";  even  Re- 
publicans are  saying  kind  things.  And 
while  the  White  House  wants  to  punish 
Shelby,  it  can't  do  much  that  would 
hurt  Alabama.  Clinton  doesn't  want  to 
alienate  the  state's  Democratic— and 
loyal— senior  senator,  Howell  Heflin. 
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JAPAN  I 


HOW  THE  NIKKEI 
WAS  RESCUED 


The  operation  looks  like  a  victory  for  the  forces  of  government' 


With  Japan's  Nikkei  stock  aver- 
age climbing  again,  you  might 
think  that  Mario  Takeno 
would  be  basking  in  glory.  As  deputy 
director  of  the  Finance  Ministry's  Securi- 
ties Market  Div.,  he's  one  of  the  key 
figures  behind  a  remarkable  effort  that 
has  lifted  stocks  S97r  since  their  nadir 
last  year  (chart).  But  Takeno  won't  con- 
cede that  the  "price-keeping  opera- 
tion"— generally  called  the  PKO — even 
exists.  "There  is  no  such  thing,"  he  in- 
sists. "It  is  an  illusion." 

Eager  to  avoid  renewed  foreign  criti- 
cism of  Tokyo's  meddling  in  the  mar- 
kets, Takeno  and  other  bureaucrats  are 
going  to  great  lengths  these  days  to 
downplay  their  role  in  propping  up  the 
beleaguered  Nikkei.  But  the  rescue  is 
anything  but  illusory.  Written  off  just 
months  ago  as  impotent  and  anachronis- 
tic, the  bureaucrats  have  reasserted 
their  power  and  redeemed  themselves 
with  a  vengeance.  Says  Paul  Migliorato, 
senior  institutional  salesman  at  Jardine 
Fleming  Securities  Ltd.:  "It  looks  like  a 
victory  for  the  forces  of  government." 

Pieced  together  from  interviews  with 
bureaucrats,  politicians,  and  money  man- 
agers, here  is  the  tale  of  how  Japan's 
power  players   have   used  everything 

TOKYO  ORCHESTRATES 
A  NIKKEI  RECOVERY 


from  quiet  jawboning  to  pumping  tens 
of  billions  of  dollars  of  public  funds  into 
the  market  to  do  the  impossible — re- 
verse the  Nikkei's  slide. 

Although  the  average  had  been  erod- 
ing ever  since  it  peaked  at  38,916  at  the 
end  of  1989,  the  government-led  salvage 
operation  didn't  start  to  jell  until  the 
Nikkei  dived  to  15,596  last  April.  Amid 
predictions  that  it  would 
sink  to  10,000  or  even 
lower,  a  new  shock  wave 
hit  Japan's  troubled 
banks,  which  stood  to 
lose  what  little  unrealized 
profits  remained  on  their 
vast  portfolios  of  stocks. 
With  property  values  also 
sinking  fast,  they  might 
not  be  able  to  meet  the 
new  international  bank- 
capital  standards  taking 
effect  in  1993. 

At  the  last  moment,  a 
boomlet  lifted  the  Nikkei  back  to  18,804. 
But  then,  stocks  began  falling  again.  De- 
spite pleas  by  businessmen  and  Liberal 
Democratic  Party  leaders  to  halt  the 
slide,  the  Finance  Ministry  seemed  more 
intent  on  continuing  to  squeeze  specula- 
tors and  purge  the  economy  of  the  ex- 
cesses of  Japan's  so-called  Bubble 


Officials 
downplay 
any  meddling 
in  the  market. 
"It  is  an 
illusion" 


Years, 

'VERY, 

scenes, 
ing.  By 


VERY  WORRIED.'   Behind  the 
however,  the  mood  was  chang- 
early  summer,  as  he  made  his 
normal  rounds  of  study  groups,  break- 


fasts, and  drinking  sessions  with  fe 
politicians  and  businessmen,  Yuji  Tsi 
ma,  a  former  Finance  bureaucrat 
influential  LDP  Diet  member,  sense 
consensus  for  forceful  action  develop 
"These  people  were  very,  very  wor 
that  something  terrible  would  happ 
he  recalls.  Those  fears  hardly  dii 
ished,  as  the  Nikkei  skidded  to  14,301 
Aug.  18,  the  lowest  closing  level  in 
years.  On  that  day,  the  PKO  was  bo 
To  stanch  the  flow  of  blood.  Pi 
Minister  Kiichi  Miyazawa  unveiled 
$87  billion  economic-stimulus  plan 
had  been  hammered  out  by  Finance 
reaucrats  and  LDP  politicians.  Then, 
Ministry's  Banking  Bureau  finally 
fund  managers  what  they  had  \ 
waiting  to  hear.  Delivered  as  "adm 
trative  guidance" — a  semiofficial  i 
gestion  that  no  one  ever  ignores- 
Ministry  moved  to  keep  investors  f 
dumping  their  stock  as  the  end  of 
fiscal  first  half,  on  S 
30,  approached.  Said 
Ministry:  "We  reques 
nancia!  institutions  to 
ercise  utmost  restraii 
The  moves  worked 
least  briefly.  Wi 
three  weeks,  the  Ni 
had  bounced  up  to  18, 
But  with  the  econ 
weakening,  the  mai 
started  declining  ai 
So  Tsushima,  a  wire 
former  Health  &  Wei 
Minister  and  membe: 
the  LDP's  elite  General  Council,  .sta 
pushing  buttons.  The  Finance  Mini 
and  LDP  had  already  persuaded  Ban 
Japan  Governor  Yasushi  Mieno  to 
interest  rates  aggressively.  But  by 
September,  Tsushima  had  also  he 
forge  an  agreement  among  the  M 
tries  of  Finance,  Health  &  Welfare, 
Posts  &  Telecommunications  to  pi 
$25  billion  in  government  pension,  in 
ance,  and  postal-savings  funds 
stocks. 

At  the  same  time,  the  regulators 
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Government 
gets  postal  and 
social  security 
systems  to  inject 
$25  billion 


JANUARY,  '93 

Finance  Ministry 
gets  banks  to  set 
up  system  to  6i 
pose  of  billion  . 
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I  iiilo  place  an  even  in(jre  durable 
\   told  the  private  institutions 
ml;  these  funds  to  start  investing 
five-year  horizon.  "We  made  clear 
1  such  a  volatile  market,  they 
i  t  evaluate  investments  from  the 
i  iii  perspective,"  says  Tsushima, 
i  lped  very  much."  The  rule 
nade  many  players  in  the  mar- 
|i  and  take  notice.  "In  October," 
!,il)anese  equities  manager  for  a 
S.  insurance  company,  "I  saw 
Ministry  of  Finance  was  deter- 
!  wrote  a  memo  to  my  headquar- 
iig:  'Do  not  underestimate  the 

iiient.'  " 

»  END?  The  market  hasn't.  Ana- 
ow  think  the  Nikkei  will  head  to- 
21,000  before  long.  That  would 
the  market's  average  price-earn- 
iiio  back  to  a  lofty  70,  compared 
'  at  its  bottom  last  year.  Yet 
iickers  seem  unworried  by  that 
ct.  With  the  market  moving  up- 
lianks  have  been  able  to  meet  in- 
iinal  capital  rules.  Dramatic  cost- 
is  expected  to  buoy  corporate 
,  later  this  year.  And  the  LDP's 
Policy  Affairs  Research  Coun- 
tnl)bling  together  a  $105  billion 
I  lift  the  economy  by  spending 
ly  on  public  works.  "There's  a 
1  feeling,"  concludes  Eisuke  Saka- 
a  Finance  Ministry  deputy  direc- 
'.vva.\  for  international  finance, 
he  worst  is  over." 
Iiey  look  back  on  their  achieve- 
Sakakibara  and  Takeno,  his  ju- 
■ague,  maintain  that  they  have 
Had  a  more  noble  end  in  mind 
i-t  pumping  up  the  Nikkei.  The 
ai  task,  they  say,  was  to  shore  up 
->  shaky  financial  underpinnings 
the  economy  suffered  lasting 
Whatever  the  rationale,  few 
:!eny  that  the  operation  resonates 
ipanese-style  managed  capitalism. 
>rs  in  the  Tokyo  stock 
I  can  be  thankful  ^  20,000 

It. 

Robert  Neff 
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sees  economic 
recovery  by  win 
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IBM'S  HAVANT,  BRITAIN  CHIP  FACTORY  WILL  HAVE  TO  SEEK  ITS  OWN  CUSTOMERS 


FOR  IBM  EUROPE, 

'THIS  IS  THE  YEAR  OF  TRUTH' 


Will  its  experiment  in  decentralization  prevent  wholesale  layoffs? 


ig  Blue's  investors  and  rivals  got 
,a  clear  signal  that  IBM  Europe, 
like  its  American  counterpart,  is 
looking  for  dramatic  ways  to  change  its 
business.  The  sign:  IBM  France's  $466 
million  bid  for  software  specialist  CGI 
Informatique.  Buying  CGI  would  further 
reduce  IBM  Europe's  dependence  on  com- 
puter hardware  sales  and  move  the  com- 
pany into  the  fast-growing  area  of  soft- 
ware and  services. 

But  the  CGI  deal  is  just  part  of  a  strat- 
egy to  shake  up  the  $25  billion  division. 
In  late  March,  IBM  Europe  Chairman 
Renato  Riverso  finished  a  yearlong  ef- 
fort to  slice  the  Continent  into  some  200 
autonomous  business  units,  each  with  its 
own  profit  plan,  employee  incentives, 
and  customer  focus,  such  as  air-traffic 
control  systems  across  Europe  or  bank- 
ing in  Germany.  "We  used  to  manage 
from  the  top,  like  an  army,"  says  Ri- 
verso. "Now,  we're  trying  to  create  enti- 
ties that  drive  themselves."  If  Riverso 
succeeds,  IBM  Europe  could  become  a 
model  of  change  for  IBM  worldwide. 
'SINK  OR  SWIM.'  Riverso's  drive  for  au- 
tonomy is  causing  its  share  of  pain. 
Some  10,000  jobs  will  be  gone  in  a  year, 
thanks  to  cutbacks  at  once-thriving  fac- 
tories such  as  the  mainframe  facility  in 
Montpellier,  France.  Of  the  2,000  jobs 
there,  500  will  be  gone  by  1994.  Another 
500  workers  will  be  set  loose  in  an  au- 
tonomous unit  that  will  seek  new  cus- 
tomers for  its  microchip  packaging  ser- 
vices— although  they,  too,  may  face  the 


ax  if  the  new  business  doesn't  turn  prof- 
itable within  a  year. 

Top  management  feels  it  has  little 
choice.  "This  is  the  year  of  truth,"  says 
Christian  Nivoix,  marketing  vice-presi- 
dent for  IBM  Europe.  "We  sink  or  swim." 
With  IBM  Europe's  profits  dropping 
steadily,  the  pressure  is  unlikely  to  let 
up.  IBM's  problem  in  Europe,  as  else- 
where, is  that  its  mainframe  sales  are 
falling  faster  than  its  sales  of  personal 
computers,  workstations,  software,  and 
services  are  growing.  European  sales  of 
IBM's  top-end  mainframes,  estimates  In- 
ternational Data  Corp.,  fell  15%'  last 
year,  to  $4  billion — nearly  twice  the  mar- 
ket decline — as  aggressive  rivals  Am- 
dahl, Hitachi,  and  Germany's  Comparex 
all  took  away  business. 

Early  results  of  Riverso's  reforms  are 
promising.  A  half-dozen  pilot  groups  av- 
eraged 3%  higher  profit  margins  in  1992 
than  before,  for  example.  And  shipments 
of  PCs,  the  first  line  to  be  managed  un- 
der an  independent  Europewide  team, 
shot  up  about  35%  in  the  first  quarter  of 
1993  over  that  of  1992. 

Still,  the  new  plan  carries  plenty  of 
risks.  Because  the  new  marketing  units 
are  free  to  negotiate  for  products  and 
services  from  other  IBM  entities  and  can 
even  seek  outside  suppliers,  they  could 
waste  tmie  haggling  over  prices  instead 
of  swiftly  meeting  customers'  needs,  ad- 
mits Nivoix.  And  just  when  most  compa- 
nies are  building  up  planning  operations 
that  span  the  entire  European  market. 
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IBM  dointr  ju-St  the  opposite.  "Tliey 
may  focus  so  narrowly  that  they'll  lose 
sight  of  the  bigger  trends."  warns 
Charles  P.  White.  European  analyst  for 
market  researcher  Gartner  Group  Inc. 

The  most  novel  plans  are  in  store  for 
Montpellier  and  three  other  European 
factories  in  England,  Sweden,  and  Spain. 
All  four  will  whip  up  their  own  designs 
and  seek  new  markets  as  independent 
businesses.  The  IBM  printer  plant  in  Jar- 
falla.  Sweden,  for  instance,  is  working 
with  a  British  design  firm  and  a  Japa- 


nese manufacturer  to  pruduce  ink-jet 
printers  suitablt^  for  fax  machines,  bar- 
code scanners,  and  other  equipment  out- 
side of  IBM's  traditional  office  systems. 
After  cutting  40^c  of  his  1,000  jobs  since 
1990,  plant  director  Bo  Alerfeldt  is  ener- 
gized by  these  prospects  but  isn't  fooled 
by  all  the  pep  talk  about  entrepreneur- 
ship.  "If  we  fail,"  he  says,  "the  danger 
of  far  deeper  cuts  is  very  serious."  So  is 
the  likelihood  of  further  drastic  change 
at  IBM  Europe. 

By  Jonathan  B.  Lerine  in  Paris 


RUSSIA  I 


REFINING  IN  SIBERIA:  "MASSIVE  BUREAUCRACY  AND  UNCERTAINTY"  HAVE  STYMIED  INVESTMENT 


TO  RUSSIA 
WITH  HOPE 


Clinton  bets  his  aid      spur  the  G-7  to  do  more  to  help  stabilize  Russia 


Conoco  Oil  Coi-p.  spent  18  an.xious 
months  dickering  with  federal  and 
local  Russian  officials  to  win  ap- 
proval in  1991  for  its  Polar  Lights  oil 
project  near  the  Arctic  Circle.  By  con- 
trast, it  turned  out  to  be  an  unexpected 
snap  to  win  loan  guarantees  and  invest- 
ment insurance  from  the  U.  S.  Overseas 
Private  Investment  Coi-p.  In  a  welcome 
sui-prise  to  Conoco  officials.  President 
Clinton  included  8150  million  in  OPIC 
funds  for  the  oil  giant  in  the  SI. 6  billion 
aid  package  he  offered  embattled  Rus- 
sian leader  Boris  Yeltsin  at  their 
Apr.  3-4  "\'ancouver  summit. 

Clinton's  aid  wasn't  much,  considering 
Russia's  economic  morass.  But  that 
wasn't  the  point.  The  summit's  chief  val- 
ue was  to  prime  the  pump  for  a  package 
of  multilatei-al  suppoit,  perhaps  as  much 


as  .S30  billion,  that  may  be  hammered 
out  at  a  meeting  of  the  Group  of  Seven's 
foreign  and  finance  ministers  in  Tokyo 
on  Apr.  14-15.  Washington  also  is  ready- 
ing 82  billion  in  financing  from  the  Ex- 
port-Import Bank  of  the  U.  S.  to  help 
Russians  buy  U.  S.  oil  equipment  and  to 
nurture  Russian  startups. 

But  Western  investoi-s  aren't  going  to 
flock  to  the  fornier  communist  super- 
power until  the  political  stalemate  in 
Moscow  is  resolved.  That's  why  one  aim 
of  the  Clinton  aid  package  is  to  boost 
Yeltsin's  prospects  in  a  crucial  Apr.  25 
referendum  on  whether  he  or  Russia's 
conservative  legislature  should  have 
more  say  in  government.  Should  Yeltsin 
win  a  sizable  mandate,  the  way  would  be 
paved  for  changes  in  Russia's  constitu- 
tion and  Parliament,  making  it  easier  to 


create  a  modern  set  of  laws.  That  ; 
stem  the  chaos  and  create  a  more  s 
business  climate. 

Currently,  bureaucratic  and  tax  o 
cles  hobble  most  attempts  by  We: 
companies,  especially  oil  companie 
do  business  in  Russia.  "There's  plen 
private  money  available,  but  it's  no 
ing  to  go  in  when  conditions  chang 
en-  week,"  says  Gilles  Labbe,  pres 
of  Anglo-Suisse  in  Houston,  a  partn 
the  White  Nights  oil  project  in  Sil 
That  operation  has  been  hamstrun 
the  chief  woe  of  U.  S.  oil  execu! 
^  Russia's  stiff  85.50-per-barrel  oil-e: 
tax  above  royalties. 
CRITICAL  START.  Western  leaders 
that  their  financial  sweeteners 
produce  at  least  some  short-term  s 
ity  in  Russia.  The  G-7  multilateral  ] 
age  is  a  critical  start.  That  pac 
could  also  free  up  a  86  billion  fui 
stabilize  the  ruble,  which  so  far  has 
blocked  because  Russia  can't  meet 
etan"  requii'ements  set  by  the  Int 
tional  Monetary  Fund.  "IMF  money 
have  to  be  on  conditions  that  are  n 
rigorous  as  normal  because  the 
^ians  can't  go  that  far,"  argues  R( 
Hormats,  vice-chairman  of  Gold 
Sachs  International. 

Clinton's  Vancouver  pledge  is  like 
loosen  up  additional  bilateral  aid 
Europe  and  Japan.  "This  is  a  new 
^  .me."  says  a  senior  European  ( 
at.  "Europe  won't  want  to  let 
Americans  get  too  far  out  ahead" 
matter  so  close  to  home.  U.  S.  off 
think  Japan,  which  had  been  drag 
its  heels  because  of  a  territorial  dis 
with  the  Russians,  may  be  next. 

Aid  that  promotes  political  stal 
can't  come  too  soon  for  U.  S.  oil  e: 
tives.  who  see  big  opportunities  in 
sia's  bountiful  oil  patch.  "There  do 
seem  to  be  malice — ^just  massive  bui 
cracy  and  uncertainty  as  to  who  ha; 
final  say,"  notes  Conoco  President 
stantine  S.  Xicandros.  His  company 
already  been  burned.  Last  year,  Co 
had  a  preliminaiT  agi'eement  from 
Russian  government  to  help  develoj 
huge  Shtokman  oil  field  east  of  Arc 
gel.  After  Conoco  and  its  partner 
vested  820  million,  the  governr 
awarded  the  rights  to  a  Russian  coi 
tium  that  includes  military  Industrie 
To  help  break  the  petroleum  grid 
Clinton  won  Moscow's  agreemen 
Vancouver  to  set  up  a  joint  commii 
headed  by  Vice-President  Al  Gore 
Russian  Prime  Minister  Viktor  Ch< 
myrdin.  That — and  aid — will  help  Ru 
But  in  the  end,  only  the  Russians 
sort  out  their  problems. 

By  Amy  Borriis  in  Vancouver,  icith 
Brady  in  Moscow.  Bill  Javctski  in  f 
and  Peter  Burrows  in  Dallas 
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JOEING  ON  TIME 

IN  OMAHA 
IS  CHILD'S  PLAY. 
^RY  BEING  ON  TIME 
IN  16TH  CENTURY 
EUROPE. 


Sending  your  package  to 
Omaha  is  a  breeze  compared 
TO  destinations  like  Venice, 
Budapest  or  Minsk. Places 
where  the  whole  idea  of  relia- 
bility CAN  BE  TOTALLY  FOREIGN. 

That's  why  at  DHL.  we  have 

OUR  OWN  LOCAL  PEOPLE  WHO 
PRE-CLEAR  PACKAGES  THROUGH 
CUSTOMS  ELECTRONICALLY.  AN 
INNOVATION  THAT'S  WELCOME  IN 
ANY  CENTURY.   1  -  800-C  A  L  L- D  H  L . 


WORLOWlOe  EXPRESS  ^ 


WE'LL   TAKE  IT  FROM  HERE 


R 


K 


N 
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The  Best  American 
Car  Value. 

For  the  second  year  in  a  row, 
the  experts  at  IntelliChoice, 
publisher  of  The  Complete  Car 
Cost  Guide,  have  named  the 
Buick  Parle  Avenue  the  best 
American  luxury  car  value* 

IntelliChoice  came  to  this  solid 
conclusion  after  considering 
not  just  purchase  price,  but  the 


Just  because 
you've  earned  it, 
doesn't  mean 
you  have  to 
spend  it. 


costs  of  depreciation,  financing 
insurance,  taxes,  fuel, 
maintenance  and  repairs  over  a 
five-year  period. 

Reward  your  success  with  the 
quality,  luxury,  safety  and  lasting 
value  of  the  1993  Buick  Park 
Avenue.  You've  earned  it. 

Call  l-80(MA-BUlCKtofind 
out  more.  Or  see  your  Buick 
dealer  for  a  test  drive  today. 


BUICK 


The  New  Symbol  For  Quality 
in  America. 


ternational  Outloo 


EDITED  BY  STANLEY  REED 


E  JSINESS  PLAYS  PEACEMAKER 

I 


early  April,  a  gi'oup  of  Ron^  Kong  tyc(K)ns,  including  bil- 
maires  Li  Ka-Shing  and  Cheng  Yu-Tnng,  flew  to  Beijing 
r  consultations.  Along  with  the  usual  pleasantries,  these 
iers"  delivered  a  pointed  message  to  the  Chinese  leader- 
Don't  let  your  feud  with  Hong  Kong  Governor  Chris  Pat- 
iterfere  with  important  economic  matters, 
leed,  as  the  dispute  over  Patten's  attempt  to  introduce  an 
;nt  of  democracy  to  Hong  Kong  drags  on.  the  colony's 
3SS  community  is  telling  both  sides  to  wise  up.  It  worries 
the  fight  is  jeopardizing  major  infrastructure  projects, 
as  the  $21  billion  new  airport  and  re- 
public works  and  the  $1  billion  Kwun 
port  expansion  that  Hong  Kong  needs 
■npete  with  such  ambitious  neighbors 
iwan  and  Singapore. 
;ause  China  is  scheduled  to  take  over 
)7,  lenders  won't  advance  money  for 
Kong  projects  without  Beijing's  bless- 
'Once  you  fall  behind  in  infrastruc- 
it's  really  hard  to  catch  up,"  says 
len  Clark,  director  of  the  Hong  Kong- 
1  Anglo  Chinese  Investment  Co. 
lether  the  message  is  getting  through 
)e  seen  when  the  harried  Patten  re- 
to  Hong  Kong  after  two  weeks  of 
/ows  in  London.  Hoping  to  engage 
ig  in  talks,  Patten  is  waiting  until  af- 
laster  to  formally  present  his  contro- 
al  plan  for  broadening  voter  participation  in  choosing 
ators.  Those  elections  are  scheduled  for  199.5.  Patten's 
»sals  were  wildly  popular  when  he  first  made  them  in  Oc- 
,  but  now  support  is  slipping  as  fear  of  the  consequences 
ijing's  anger  sets  in. 

his  London  trip  Patten  has  been  trying  to  boost  his  sag- 
image  in  Britain  with  speeches  explaining  his  policies.  His 
)rters  have  moved  to  squelch  rumors  that  he  may  be  re- 
d.  "There  will  be  no  changing  of  governors,"  says  David 
^ll,  chairman  of  the  House  of  Commons  Select  Committee 


CAN  PATTEN  AND  BEIJING  GET  ALONG? 


on  Foreign  Affairs.  "The  Chinese  can't  have  their  way  on 
everything." 

Indeed,  Beijing  may  have  overplayed  its  hand  in  its  all-out 
bid  to  oust  Patten,  whom  it  has  insulted  as  everything  from  a 
"criminal"  to  a  "prostitute."  Chinese  leaders  are  making  some 
conciliatory  gestures.  As  Hong  Kong's  business  leaders  have 
advised,  China  is  l)acking  away  from  its  earlier  threats  to  set 
up  a  shadow  government  and  to  abrogate  its  international 
agreements  on  Hong  Kong's  autonomy  after  1997. 

A  new  awareness  may  just  be  dawning  in  Beijing  that  if 
business  confidence  in  Hong  Kong  is  dam- 
aged, it  will  be  China's  interests— not 
Britain's— that  suffer  most.  After  all,  as  a 
trade  and  financial  hub.  Hong  Kong  is  crit- 
ical to  .sustaining  China's  economic  boom, 
and  mainland  companies  are  now  the 
colony's  l)iggest  foreign  investors. 

In  that  spirit.  Hong  Kong  business  lead- 
ers are  pushing  Beijing  to  at  least  resume 
talks  so  that  China  can  sign  off  on  urgent 
projects.  Many  are  also  hoping  for  a  sce- 
nario in  which  Patten  submits  his  proposals 
and  the  legislature,  which  includes  China 
supporters,  works  out  a  compromise  ac- 
ceptable to  Beijing.  Patten,  though  wound- 
ed, would  be  able  to  declare  that  democra- 
cy had  been  served. 

But  even  if  London  and  Beijing  can 
somehow  find  a  way  to  break  the  deadlock  on  the  immediate 
issues,  one  wonders  whether  Patten  will  be  able  to  over- 
come Beijing's  scorn.  As  1997  nears,  the  business  of  transition 
will  only  get  stickier.  If  Patten  stays  and  Beijing  refuses  to 
deal  with  him,  "the  only  choice  will  be  for  us  to  take  a  mini- 
malist approach  to  planning,"  says  a  Hong  Kong  official.  In  a 
highly  competitive  region,  not  spending  the  money  to  stay  at 
the  cutting  edge  could  be  a  huge  setback  for  Hong  Kong. 

By  Pete  Engardio  in  Hong  Kong,  with  Paula  Divyer  in 
London 


0!  BALWRAPUPI 


J  RN;  KEW  REFORM  PARTY? 

I rime  Minister  Kiichi  Miyazawa's 
failure  to  persuade  former  Finance 
I  ister  Tsutomu  Hata  to  take  over 
t   Foreign  Minister's  job  from  the 
i  g  Michio  Watanabe  could  presage  a 
'  III'  shift  in  Japanese  politics.  Hata  is 
co-leader  of  a  rebellious  faction  in 
ruling  Liberal  Democratic  Party 
could  soon  create  a  reformist  par- 
1  ind  end  the  LDP's  lock  on  power. 

ilysts  believe  Miyazawa  offered  the 
'  inet  spot  to  co-opt  Hata.  The  turn- 
»  m  bolsters  speculation  that  a  new 
1  ty  is  in  the  offing.  It  was  also  a 
1  V  to  Miyazawa,  who  held  two  meet- 
i  5  with  Hata.  Miyazawa  finally 


tapped  Kabun  Muto,  a  veteran  politi- 
cian not  expected  to  make  waves. 

MAO  JACKETS  ARE  OUT  

One  item  that's  definitely  not  in 
vogue  in  the  new  China  is  the 
Mao  jacket.  The  jackets,  once  the  most 
popular  men's  wear,  are  currently  con- 
sidered "dull,  solemn"  threads,  accord- 
ing to  a  local  newspaper.  Sales  of  the 
$12  jackets  are  so  bad  that  the  Chinese 
are  shutting  production  lines  across 
the  country.  One  big  maker,  the  Meidu 
Garments  Factory,  stopped  producing 
the  jackets  when  it  found  that  only 
huge  discounts  could  begin  to  move 
the  tens  of  thousands  of  finished  gar- 
ments piling  up. 


SONY'S  EURO-TV  DREAMS  

In  a  move  that  could  rattle  European 
electronics  companies,  Sony  Corp. 
plans  to  double  its  production  of  tele- 
visions in  Europe  to  4  million  by  1997. 
That  could  make  it  Europe's  leading 
TV  maker.  At  present.  Philips  Elec- 
tronics leads  with  3  million  of  the  22 
million  units  sold  in  Europe  each  year. 
The  pi'oduction  increases  will  be  spread 
among  Sony's  plants  in  Wales,  Ger- 
many, and  Spain.  Sony  is  responding  to 
European  efforts  to  curb  imports  of 
televisions.  It  also  wants  to  ship  units 
produced  by  the  European  Community 
to  the  former  Soviet  Union  and  East- 
ern Europe. 


i  TIONAL  OUTLOOK 
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ENTREPRENEURS! 


JOE  MONTGOMERY'S 
WILD  RIDE 


As  sales  climb,  will  Cannondale's  do-it-all  founder  switch  gears: 


It's  7:30  a.m.,  and  what  began  as  a 
light  rain  at  Danbury  Airport  in  Con- 
necticut has  turned  into  a  thunder- 
storm. That  doesn't  faze  the  man  in  the 
Indiana  .Jones  hat  and  aviator  sunglass- 
es. With  five  jittery  employees  in  tow, 
Joseph  S.  Montgomery  hunches  up  his 
shoulders  and  scurries  into  the  down- 
pour to  board  his  twin-engine  Cessna 
Concjuest.  Destination:  Cannondale 
Corp.'s  bicycle  factory  in  Bedford,  Pa. 

At  16,000  feet,  the  ride  is  like  a 
Whirlpool  wash  cycle.  But  for  Cannon- 
dale's  53-year-old  founder  and  CEO,  it 
might  as  well  be  a  drive  through  the 
park.  As  he  fiddles  with  the  controls  to 
ease  his  Cessna  above  the  clouds,  Mont- 
gomery calmly  slides  a  thermos  from 
under  his  seat  and  glances  at  the  ruffled 
passengers  around  him.  "How  about  a 
cup  of  tea?"  he  offers  softly. 

Joe  Montgomery  seems  to  thrive  on 
turbulence.  It  has  been  a  bumpy  ride 
ever  since  he  left  the  Ohio  fruit  farm 
where  he  grew  up.  Since  1971,  when  he 
launched  Cannondale  with  no  college  de- 


gree and  little  business  experience,  his 
desire  wasn't  necessarily  to  provide  the 
world  with  more  bicycles  but  to  chart 
new  territory.  The  results  speak  for 
themselves:  Cannondale  has  blossomed 
from  a  tiny,  cash-stai'ved  maker  of  nylon 
bicycle  bags  and  steel  bike  trailers  into  a 
profitable,  $95  million  manufacturer  of 
high-tech  bikes.  It  dominates  the  high 
end  of  a  hot  market  and  has  become  an 
exemplary  exporter.  Over  30%  of  Can- 
nondale's U.  S.-made  bikes  are  sold  in 
Europe  and  Japan. 

Montgomery's  coup  de  grace  is  a  bike 
designed  to  smooth  out  the  bumps  for 
off-road  cycli.sts.  The 
new  Super  V  features 
front  and  rear  shock 
absorbers  and  a  flexible 
aluminum  frame  to  im- 
prove comfort  and  con- 
trol on  rocky  trails.  De- 
spite its  $3,500  price 
tag— it's  among  the 
priciest  mountain  bikes 
out  there— the  Super  V 


THE  SUPER  V:  CANNOHDALE'S 
$3,500  WONDER 


O  FRONT  SUSPENSION 

Eases  steering  and 
smooths  ride.  It 
adjusts  to  various 
terrains  with  the  turn 
of  a  knob  [Q 


is  drawing  raves  from  cyclists.  Say/' 
cycling  magazine's  editor  and  publi.'i 
Chuck  McCuUagh:  "It's  sort  of  a  Lair; 
ghini  that  advances  the  category." 

For  Montgomery,  though,  all  the; 
cess  adds  up  to  a  funny  sort  of  wis 
ness.  Like  many  an  entrepreneur  b( 
him,  he  finds  himself  at  an  uncom 
able  crossroad.  With  his  company  c 
roll,  the  pressure  is  on  to  take  Can 
dale  public.  And  as  he  interviewf 
vestment  banks,  he's  skittish  about 
many  potential  demands  imposed 
shareholders.  Already,  a  phalanx  of  ( 
neers,  accountants,  and  designers 
doing  tasks  he  used  to  perform.  Muc 
his  dismay,  he  often  spends  his  day  ; 
fling  paper.  "Things  aren't  as  wild 
woolly  as  they  used  to  be,"  he  say 
consider  my  role  now  as  more  of  a  g 
fied  personnel  manager." 
'ARCHAIC  Montgomery  likes  thini 
little  wild.  Fruit  farming  never  appt 
to  him,  nor  did  the  glove  factory  w 
his  father  worked.  After  boun 
around  three  colleges,  marrying,  ha 
a  son,  and  then  divorcing,  he  gave  u 
the  mainstream 
took  a  job  workinj 
charter  sailboats  ir 
Caribbean. 

He  had  been  w 
ing  sporadically 
three  years— he 
flying  lessons  in 
spare  time— before 
fi-iending  an  investi 
banker  from  the  > 
while  Bache  &  Co. 
banker  offered  M 
gomery  a  job  as  i 
searcher,  and  by  ' 
he  was  on  Wall  Si 
analyzing  stocks, 
main  discovery 
this:  Leisure  st 
were  heating  uf 
Americans  begai 
spend  more  on  re^ 
tion.  Bicycles  were 
ular,  but  "the  tech 
gy  was  pretty  arcl 
Montgomery  recal 
By  1971,  he  dec 
to  follow  his  nose 
business.  His  ultii 
goal  was  to  mass 
duce  aluminum 
frames.  But  with 
investment  capital, 
nondale  had  to  coi 
itself  with  making 
accessories  abov< 
old  pickle  factor 
Georgetown,  Com 
those  days,  Mont 
ery    did  everyt 


Big  Bertha  at  Pebble  Beach. 

Driver  Brands  used  by  all  Amateurs  in  the  AT&T  Pebble  Beach  Pro -Am  Tournament** 

February  4-7, 1993 


54  OTHER  DRIVERS 

(30%) 
(23  BRANDS) 


9  MIZUNO 
DRJVERS 

(5%) 


Total  Number 
of  Drivers  used: 
182 

(Amateurs  Only) 


9  YONEX 
DRIVERS 

(5%) 


63 

Big  Bertha 

Drivers*^ 
(34%) 


o 

% 


% 


16  TAYLOR 
MADE  DRIVERS 
(9%) 


On 


IP 


12  COBRA 
DRIVERS 

(7%) 


*  0(  these,  62  were  Big 
Bertha'*  Drivers,  and  1  was  an 
S2H2*  Driver  by  Callaway. 

**  Source:  Darrell  Survey  Company. 
This  is  not  an  endorsement  by  Darrell, 
which  is  a  survey  and  reportmg  company  only. 


Several  of  our  competitors  have  been  running  ads  compar- 
ing their  new  drivers  with  Big  Bertha®. 
Anybody  can  rig  a  robot. 

But  we  don't  sell  Big  Bertha  to  robots,  and  no  robot 
made  can  experience  the  feel,  good  looks  and  confidence 
inspired  by  Big  Bertha  -  The  World's  Friendliest  Driver ". 

The  chart  above  shows  that  Big  Bertha  was  the  preferred 
driver  among  amateurs  at  golf's  preeminent  Pro-Am  -  the 
AT&T  at  Pebble  Beach. 

And  it's  one  more  reason  Big  Bertha  is  the  best  selling 
driver  in  the  world. 


GOLF  ^ 

YOU  CANT  ARGUE  WITH  PHYSICS® 

2285  Rutherford  Road,  Carlsbad,  CA  92008 

(800)  228-2767 

In  California,  call  (619)  931-1771 
In  Canada,  call  (604)  598-41 14 

Call  us.  We'll  tell  you  who  carries 
Callaway  golf  clubs  in  your  area. 


from  selling  to  bill  collecting.  "I  kept  a 
sock  in  my  desk  drawer  that  I'd  pull 
over  the  phone  to  disguise  my  voice  for 
collecting  bills,"  he  says.  "They'd  say: 
'But  Joe  said  I  don't  have  to  pay  now.' 
I'd  tell  'em:  'Joe  doesn't  know  what  he's 
talking  about.' " 

When  Montgomery  finally  rolled  out 
his  bike  frame  in  1983,  it  caused  a  stir. 
To  cyclists  reared  on  the  English-style 
racer,  Cannondale's  new  fi-ame  was  ugly. 
Aluminum  made  it  light,  but  its  strength 
came  from  fat  tubes.  Nevertheless,  the 
frame  caught  on,  and  by  1984,  Cannon- 
dale  was  plowing  into  the  growing 
mountain-bike  segment.  Good  thing,  too: 
Mountain  bikes  now  make  up  60%  of 
the  $3  l)illion  U.  S.  bike  market. 
MADE  IN  AMERICA.  Montgomery  focuses 
squarely  on  upscale  customers.  While 
rival  bikemakers,  such  as  $230  million 
Ti-ek  Bicycle  Corp.  and  $150  million  Spe- 
cialized Bicycle  Components,  eater  to  a 
broad  range  of  cyclists,  they  do  so  by 
building  lower-priced  bikes  offshore.  "We 
give  our  consumers  more  options,"  says 
Trek  CEO  Dick  Burke.  Montgomery  fa- 
vors control.  Because  it  builds  all  of  its 
bikes  in  Bedford,  Cannondale  has  high 
labor  costs.  But  it  can  also  adjust  to 
production  mistakes  and  market  changes 
sooner— a  benefit  when  dealing  with  fick- 
le buyers  of  expensive  bikes. 

Even  when  selling  overseas,  Mont- 
gomery keeps  the  reins  tight.  Cannon- 
dale's  hot  designs  inspire  lots  of  demand 
abroad.  But  instead  of  signing  up  a  slew 
of  local  distributors,  like  most  U.  S.  ex- 
porters, Montgomery  sent  his  31-year-old 
son  Scott  to  Europe  and  Japan  to  set  up 
a  system  that  allows  Cannondale  to  sell 
directly  to  bike  shops.  "We  didn't  want 
too  many  layers  of  people  touching  our 
product,"  says  Joe  Montgomery. 

The  question  is  whether  Montgom- 
ery—a micromanager  from  Day  One- 
can  ever  downshift.  He  decides  on 
everything  from  catalog  covers  to  what 
kind  of  desks  to  buy.  Often,  it  pays  off: 
A  recent  decision  to  ride  herd  on  the 
cost  of  bike  decals  will  save  the  compa- 
ny $900,000  annually.  But  Scott,  who 
will  return  from  Japan  to  become  mar- 
keting vice-president  this  summer,  thinks 
his  dad  will  have  to  slow  down:  "He  has 
to  realize  his  own  capacities  and  get 
used  to  delegating  more  authority." 

Even  Montgomery  says  he'd  like  to 
spend  more  time  with  his  family.  (Be- 
sides Scott,  he  has  four  younger  kids 
from  his  second  marriage.)  He  wants  to 
ski,  fish,  and  play  tennis— things  he 
hasn't  had  time  for  in  a  decade.  But  re- 
linquishing control  will  be  difficult.  "In 
the  middle  of  the  night,  or  when  I'm 
shaving,  or  spending  time  with  my  chil- 
dren, I'm  always  obsessed  with  reaching 
the  next  plateau,"  Montgomery  says.  No 
matter  how  hard  it  is  to  get  there. 

By  Ron  SlodghiU  II  in  Bedford,  Pcl 


ENTERTAINMENT  1 


AN  OVERNIGHT  SUCCESS 
—AFTER  SIX  YEARS 


Capitalizing  on  hits,  Bertelsmann  finally  strikes  pay  dirt  in  the  I 


What  do  Whitney  Houston  and 
John  Grisham  have  in  com- 
mon? Not  much,  except  you 
can  hardly  walk  a  city  block  these  days 
without  hearing  a  song  by  one  or  seeing 
a  book  by  the  other.  But  the  pop  diva 
from  New  Jersey  and  the  suspense  writ- 
er fi'om  Mississippi  also  have  a  common 
backer:  Bertelsmann.  And  that's  more 
than  a  happy  coincidence  for  this  Ger- 
man media  colossus. 

The  one-two  punch  of 
Houston  and  Grisham  is 
helping  Bertelsmann 
find  its  gi'ip  in  the  U.  S., 
six  turbulent  years  af- 
ter it  became  a  major 
player  here  by  buying 
RCA  Records  and  Dou- 
bleday.  Houston's  full- 
throated  voice  has  sold 
a  staggering  20  million 
copies  of  the  soundtrack 
of  The  Bodyguard  for 
Bertelsmann's  Arista  la- 
bel. And  Grisham  has 
managed  to  make  law- 
yers thrilling— so  much 
so  that  Bertelsmann's 
Doubleday  and  Dell 
have  printed  an  amaz- 
ing 22  million  copies  of 
The  Finn  and  his  three 
other  books. 
AX-HAPPY.  Most  media 
barons  would  thank  the 
pop-culture  gods  for  one 
such  hit.  But  together, 
Houston  and  Grisham 
are  powerful  enough  to 
energize  the  $3  billion 
U.  S.  arm  of  a  $9.6  bil- 
lion conglomerate.  Until 
now,  Bertelsmann  Mu- 
sic Group  and  Bantam 
Doubleday  Dell  Publish- 
ing Group  Inc.  were 
better  known  for  boot- 
ing executives  than 
buffing  stars.  But  bmg 
expects  to  be  Bertels- 
mann's fastest-growing 
division  this  year,  with 
revenues  of  $2.8  billion. 
Bantam  Doubleday  Dell 


won't  disclose  results,  but  it  also 
pects  to  have  a  record  year  after 
years  of  tepid  earnings. 

Even  rivals  are  impressed:  "Thej 
doing  very  well.  Doubleday  espec 
is  a  big  turnaround  story,"  says  Alt 
Vitale,  chairman  of  Random  House 
He  should  know:  Vitale  ran  the  com 
fromi  1987  to  1989,  when  Doubleday 
losing  money  from  an  ill-advised  ( 
expansion.  He  resigned  in  1989  to 


BERTELSMANN  BREAKS  OUT 

Big  hits  are  reviving  its  American  properties 

BERTELSMANN  MUSIC  GROUP  Owns  RCA  and  Ari 
labels.  1992  Revenue:  $2.44  billion.  Arista  artists 
Whitney  Houston  and  Kenny  G  reached  No.l  and  2 
on  the  Billboard  album  chart.  Houston's  soundtrack  c 
The  Bodyguard  has  sold  20  million  copies  and  is  one 
of  the  top-selling  albums  of  all  time. 

BANTAM  DOUBLEDAY  DELL  Second  largest  trade 
publisher  in  the  U.S.  1992  Revenue:  $640  million.* 
Doubleday  author  John  Grisham  has  22  million  bool 
in  print.  His  latest,  The  Client,  is  one  of  the  fastest  sell 
ers  in  publishing  history.  Doubleday  author  Bill  Moyc 
also  has  the  No.  1  nonriction  bestseller. 


'Estimole. 


DATA:  COMPANY  REPORTS,  TOl/SHfW  W 
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DURING  THE  RECESSION 
lANY  COMPAMES  HAVE  TAKEN  A  BATH. 
FORTUNATELY,  WE'VE  GOT  JACUZZI. 


At  Hanson,  we've  always  sought  to  own  companies  that 
r  the  highest  possible  comfort  level,  even  in  the  most 
isful  fmancial  times.  And  what  could  be  more  in  keeping 
I  our  philosophy  than  a  company  whose  products  actually 
ice  stress? 

Which  is  why  in  1987  we  added  Jacuzzi  to  our  holdmgs 
also  include  Farberware,  Peabody  Coal  and  Tommy 
lour  golf  equipment. 

And  while  we  may  not  be  as  well-known  as  some  of  the 
nesses  we  own,  our  investors  are  quite  familiar  with  our 
k  record.  Which  is  among  the  most  enviable  in  modem 
ncial  history. 

For  excimple,  over  the  Icist  28  years  our  ecimings  per  share 


have  grown  at  an  aimualized  rate  of  19%.  While  our  gross 
dividend  yield  at  year-end  was  6.3%. 

And  since  being  listed  on  the  New  York  Stock  Exchange  in 
1986,  our  revenues  have  soared  to  $15  billion  and  net  income  has 
nearly  tripled. 

We  attribute  our  success  to  a  management  philosophy 
steeped  in  common  sense.  Which  is  why  so  many  of  our  busi- 
nesses provide  essential  services  and  basic  goods. 

Of  course,  we  realize  that  a  lot  of  people  may  not  consider 
a  Jacuzzi  whirlpool  bath  particularly  basic  or  essential.  But  in 
these  stressful  times,  it's  becoming  almost  as  basic  as  water. 

For  a  copy  of  Hanson's  Annual  Report,  call  1-800-8- 
HAJVSON. 


HANSON 


GREGATES     CHEMICALS     COAL     CONSTRUCTION  &  RUILDING  PRODUCTS     FOREST  PRODUCTS  ■  TOBACCO 
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Random  House.  As  for  Arista,  "it  is  hav- 
ing an  extraordinary  year,"  .says  Danny 
Goldberg,  a  senior  vice-president  at 
Time  Warner's  Atlantic  Records. 

The  challenge  for  Bertelsmann's  top 
U.  S.  executives  is  to  build  on  their  suc- 
cess. BMG  Chairman  Michael  Dornemann 
is  still  struggling  to  revive  Arista's  big 
brother,  RCA  Records,  which  has  been  in 
a  long  swoon  ever  since  its  heyday  as 
the  label  of  Elvis  Presley.  And  .Jack 
Hoeft,  president  of  Bantam  Doul)leday 
Dell,  is  trimming  costs  by  modernizing 
the  company's  antiquated  editing  meth- 
ods. Even  with  Grisham,  Bantam  still 
has  an  estimated  profit  margin  of  only 
6%,  behind  that  of  other  foreign-owned 
rivals  such  as  Matsushita's  Putnam 
Berkley  Publishing  Group. 
UNBELIEVABLE  PLOT.  Such  economies  are 
vital  because  Bertelsmann  knows  that 
public  tastes  are  fickle  and  monster  hits 
are  rare.  Who  could  have  guessed  that  a 
pop  star  in  a  movie  widely 
scorned  by  the  critics  would  pro- 
duce the  best-selling  soundtrack 
of  all  time?  Or  that  a  country 
lawyer-turned-novelist  would  be- 
come a  publishing  sensation? 
What  Bertelsmann  did  right  was 
show  patience  and  capitalize  on 
its  unexpected  success. 

Doubleday,  for  example,  knew 
it  had  a  hit  in  1991  when  it 
shipped  .560,000  copies  of  The 
Firm  and  bookstores  still  couldn't 
keep  it  in  stock.  Yet  Stephen  Ru- 
bin, president  of  Doubleday 
fused  to  flood  stores 
with  Grisham's 
next  book,  The  Pel- 
ican Brief.  Instead, 
he  shipped  out  just 
enough     books  to 
keep  them  from  run- 
ning out.  As  a  result, 
the  return  rate  was  a 
minuscule  2%  to  .'3%, 
vs.  the  industry  aver- 
age of  30%.  That  boost- 
ed Doubleday's  profit, 
since  publishers  must  ab- 
sorb the  costs  of  any  book 
that  doesn't  sell. 

Rubin  kept  whetting  the 
public  appetite  by  cooperat 
ing  with  paperback  house  Dell  to  roll 
out  one  Grisham  book  after  another.  In 
February,  1992,  a  month  after  Dell  pub- 
lished The  Firm  in  softcover.  Double- 
day  followed  with  The  Pelican  Brief  in 
hardcover.  Then  Dell  struck  three 
months  later,  publishing  Grisham's  first 
novel,  A  Time  to  Kill,  in  softcover.  Each 
paperback  hawked  an  upcoming  novel 
on  the  inside  of  its  back  cover.  Grisham's 
books  are  now  first,  second,  and  third  on 
The  New  York  Times  paperback  best- 


seller list.  And  his  new  novel.  The 
Client,  is  the  No.  1  hardcover. 

The  weird  arithmetic  of  publishing 
makes  it  hard  to  figure  out  exactly  what 
Grisham  is  worth  to  Bertelsmann.  But 
subtracting  for  returns  and  the  book- 
stores' share.  The  Pelican  Brief  hard- 
cover alone  could  have  earned  $14  mil- 
lion. Not  bad,  considering  that  all  of 
Bantam  Doubleday  Dell  earned  about 
$38  million  on  sales  of  $640  million  in 
1992,  according  to  Jim  Milliot,  business 
editor  of  Publishers  Weekly.  Bertels- 
mann's two  U.  S.  book  clubs  also  benefit: 
The  Literary  Guild  and  Doubleday  Book 
Club  both  promote  Grisham  as  a  main 
selection,  which  has  helped  boost 
their  membership  by  33%  in  the 
past  three  years. 

Arista  Records  displayed  a 
similar  mixture  of  patience  and 
shrewdness  with  Whitney  Hous- 
ton. The  singer  exploded  into 


B 


ERTELSMANN 
HAS  EXCELLED  IN 


MAKING  THE  MOST  OF  ITS 
BEST-SELLING  BOOKS  AND 
RECORDS  BY  FOLLOWING  UP  WITH 


SHREWD 
MARKETING 


stardom  in  1985  with 
a  debut  album  that 
sold  20  million  copies. 
After  a  second  smash 
record,  though.  Aris- 
ta Pre.sident  Clive  Da- 
vis feared  that  some 
•ritics  were  pigeonhol- 
ing her  as  a  purely  pop 
act:  "They  were  asking: 
she  a  pretender  to 
the  throne  of  the  queen 
of  soul?"  he  says.  So  Davis  encouraged 
her  to  make  an  album  that  affirmed  her 
soul  roots.  Fm  Your  Baby  Tonight  sold  a 
much  humbler  8  million  copies.  Some  ri- 
vals whispered  that  her  career  had 
stalled.  But  Davis  insists  she  won  valu- 
able credibility. 

When  Kevin  Costner  persuaded  Hous- 
ton to  star  with  him  in  The  Bodyguard, 
Davis  saw  a  chance  to  relaunch  his  star. 
In  the  Warner  Brothers  film,  she  plays 
an  assassin-stalked  pop  star  who  needs  a 
bodyguard.  Houston  also  happens  to  sing 


several  catchy  pop  tunes,  including 
cappella  version  of  /  Will  Always  j 
You,  which  has  Vjecome  one  of  the  \ 
selling  singles  of  all  time.  Davis 
used  the  soundtrack  to  promote  o 
Arista  artists  such  as  Kenny  G, 
has  sold  5  million  copies  of  his  owi 
bum  Breathless.  All  these  hits  have  ( 
en  Arista's  market  share  up  to  1 
behind  the  Warner  Bros.,  MCA, 
Columbia  record  labels. 
FLACCID  ROCK.  Davis  says  Arista  c 
have  $300  million  in  domestic  sales 
year.  The  Bodyguard  soundtrack  a 
could  generate  $60  million  in  world' 
profits.  Unfortunately,  the  hot  st 
doesn't    extend  to 
Records.  The  flag 
label  still  has  an  an 
roster  of  pop  and 
musicians,  and  it 
barely  break  even 
year,  says  Dornem 
BMG  is  spending  freel 
lure  some  big  names: 
signed  a  controversial 
million  deal  with  aging 
as  rockers  ZZ  Top.  And 
President  Joe  Galante 
he  is  seeking  other  big 
But  rivals  say  the  label  c 
take  10  years  to  turn  arc 
"They're  still  waiting  for  the 
Elvis  album  to  come  out,"  si 
one. 

Dornemann  knows  he  i 
burnish  RCA's  reputation  if 
telsmann  is  to  break  out  fron 
pack.  So  he  is  searching  f 
heavy-hitting  American  recon 
ecutive  to  run  BMO's  U.  S.  oj 
tions.  That  would  fi-ee  him  i 
plot  broader  strategj'.  Domer 
badly  wants  to  break  into  movies, 
he  hasn't  been  able  to  strike  any 
deals.  Now,  he  is  focusing  on  buyinj 
uity  stakes  in  production  compa: 
And  he  has  other  worries:  BMG  miss 
chance  to  boost  market  share  last 
when  its  parent  company  balked  at 
ing  Virgin  Records;  Britain's  Thorr 
then  bought  it.  And  industry  execu 
say  he  may  lose  a  lucrative  deal  to 
tribute  Geffen  Records  overseas. 

Dornemann  is  clearly  eager  to  i 
Bertelsmann's  profile.  He  just  m^ 
the  music  and  book  divisions  in 
gleaming  office  tower  in  New  Y( 
Times  Square.  The  lavish  bulk 
topped  by  a  spectacular  two-story 
ference  room,  is  emblematic  of  Bei 
mann's  newfound  U.  S.  flash.  Sue' 
image  could  help  attract  new  artists 
authors.  Now,  if  only  two  of  them  w 
turn  out  to  be  the  next  Whitney  h 
ton  and  John  CJrisham. 

By  Mark  handler  in  New  York, 
bureau  reports 
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SPECIAL  ADVERTISING  SECTION 


In  Seven  Days, 

This  Satellite  Could  Go  From  The  US.  To  Italy 
274  Times  Without  Stopping. 


Even  Alitalia  Doesri t  Have  That  Many  Nonstops 
Each  Week  To  Italy 


Alitalia  is  a  participant  in  the 
mileage  programs  of 
Continental,  United  and  USAir. 


But  Alitalia  does  fly  the  most  nonstops 
from  New  York,  Boston,  Miami,  Chicago  and  Los  Angeles 

to  Rome  and  Milan 
So  getting  to  Italy  is  easier  on  Alitalia 
because  you  get  so  many  more  choices  of  departure  times 

With  every  flight  on  a  widebody 
Unsurpassed  Spaciousness  And 
Freedom  Of  Movement, 
Alitalia  has  a  most  exclusive  First  Class  and  a  Business  Class 
unsurpassed  in  spaciousness.  The  food 
wine  and  service  in  every  class 
turn  your  plane  into  a  pleasure  craft, 
No-Hcissle  Connections 
To  115  Cities  In  57  Countries. 
So,  if  Italy  is  your  final  destination,  or  your  connection 
to  one  of  the  115  cities  in  the  57 countries  we  serve,  and  you 
want  the  easiest  nonstops,  start  by  calling  Alitalia. 

Alitalia's  nonstops  to  Italy  Frequent,  fast  and 
a  vast  amount  of  inner  space  to  roam  around  in. 
For  information  or  reservations,  call  your  travel  agent  or 

Alitalia  at  1-800-223-5730. 


ifllital 


Alitalia  first.  The  rest  is  easy 


WHERE  TOP  EXECUTIVES  LIKE  TO  STAY 


T 


he  best  business  hotels  are  recession-proof. 


Not  long  from  now,  the 
world's  most  expensively 
built  business  hotel  —  the 
I^Our  Seasons  at  57  East 
57th  Street  in  Manhattan  — 
will  welcome  its  first  CElOs, 
lesser  corporate  luminaries, 
and  other  global  travelers. 
Among  its  blue-chip  ameni- 
ties: fax  caddies  in  each 
guest  room,  bedside  push 
buttons  to  close  curtains, 
baths  that  fill  in  60  seconds, 
tiny  night  lights,  huge  600- 
sq.-  ft.  guest  rooms,  and  stun- 
ning views  of  Central  Park 
and  New  York's  skyscrap- 
ers. And  don't  forget  the  23 
terraces  in  the  upper  reaches 
of  the  52-story  palace.  All  of 
this,  of  course,  for  the  corpo- 
rate rate  of  $265. 

The  opening  of  the  million- 
doliar-a-room  Four  Seasons 
($367  million  total  cost)  will 
come  at  just  the  right  time: 
Business  travel  is  again  on 
the  uptick,  reflecting  the  bet- 
ter times  that  many  corpora- 
tions see  ahead. 

But  the  best  business  hotels 
are  as  timeless  as  a  Brooks 
Brothers  suit  and  generally 


survive  fashions  —  or  business 
cycles  —  with  aplomb. 

"To  a  large  extent  they're 
recession-proof,"  says  Mark 
Lomanno,  executive  director  ot 
Smith  Travel  Research,  which 
analyzes  the  ups  and  downs  of 
the  nation's  28,000  hotels  (and 
3.1  million  guest  rooms).  "The 
best  business  hotels  outperform 
the  market.  They've  kept  their 
occupancy  rates  around  66%  — 
well  above  the  national  average 
—  and  in  very  good  months  they 


The  Roof  Garden 
atop  The  Peninsula 
Beverly  Hills. 


may  get  close  to  80%. 

"Top  hotels  attract  a  fair 
number  of  leisure  travelers, 
but  the  customers  are  mostly 
high-end  executives,  "  he 
says.  "Are  the  hotels  prof- 
itable? Hardly." 

If  nothing  else,  the  pact 
between  unprofitable  show- 
case hotels  and  ambitious 
corporate  clientele  is  a  love- 
in  that's  longlasting. 

There's  a  smattering,  for 
sure,  of  pads  that  are  beloved 
because  they  are  as  much 
clubs,  with  a  members-only 
ambience,  as  they  are  hotels. 
La  (^olombe  d'Or  in 
Houston,  once  the  home  of 
an  Exxon  executive,  fits  that 
mold.   So  does  San 
Francisco's  Sherman  House, 
an  1876  mansion  where 
Johnny  Carson  and  Lee 
lacocca  have  stayed. 

But  the  elite  among  busi- 
ness hotels  boast  a  common 
denominator:  service  with 
more  than  a  smile.  They  are 
usually  terrific  at  tending  to 
your  every  need  as  though 
the  process  were  effortless. 
It  could  be  a  special  cham- 


pa{«ne  —  a  Veiive  Cliqiiot  — 
delivered  to  your  room  along 
with  (jodiva  chocolates,  all 
hecause  the  compiiteri/,ed 
guest  profile  says,  that  when 
your  spouse  is  along  on  the 
trip,  that's  exactly  what  he  or 
she  wants. 

Some  workaholic  guests 
would  he  just  as  thrilled  to 
have  an  exercise  hic>  cle  or 
486  laptop  sent  up  to  their 
rooms. 

Herewith,  a  quick  catalog 
of  some  of  the  husiness 
hotels  that  keep  the  upper 
echelons  returning.  (Prices 
are  single  corporate  rates. 
Some  hotels  charge  ahout  $30 
more  for  douhle  occupancy.) 


sa,mpli\(;the 
III 

I:  In  the  elegant  escape 
hatch  called  Huckhead,  sev- 
eral miles  north  of  Atlanta's 
hustling  husiness  center, 
><)u'll  find  the  Ritz-(Uiilt()H, 
Biuklu'tul  800-241- 
33.^"^).  Not  all  magnolias 
and  peach  trees,  it  comhines 
southern  comfort  with  north- 
ern efficiency,  (niest  rooms 
are  ritzy  with  antiques  and 
ha\  windows.  l^Or  additional 
panache,  h(K>k  the  Ritz- 
Carlton  C^luh,  whicli  has  its 
own  concierge. 

BIISTOV:  In  Heantown  the 
Boston  Harbor  HoteH%m) 
city  view,  $26S  harhor  view, 
800-323-7.S00)  makes  the 
most  of  w  hat  was  once 


A  water-view  of  the 
Boston  Harbor  Hotel. 
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the  wharf  district  — with  a 
superior  seafood  restaurant  and 
well-equipped  guest  rooms  over- 
looking the  harhor. 

Among  the  hest  features  of 
the  well-run  Four  Seasons  ($190, 
800-332-3442)  is  its  conservato- 
ry-style pool  where  you  can 
swim  and  have  breakfast  with  a 
view  of  the  Public  CJardens. 
Nearby  is  the  Ritz-(Uirlton 
($255,  800-241-3333),  a  venera- 
ble charmer  that  now  offers 
executi\e  rooms  in  the  "new" 
(13-year-old)  wing. 

(IIH  Kill:  At  Water  Tower  Square 
along  the  "Magnificent  Mile"  — 
Michigan  Avenue  —  the  Park 
Hyatt  ($195,  800-228-9000)  pam- 
pers guests  with  white-glove  ser- 
vice, sumptuous  room  furnish- 
ings, a  profusion  of  flowers,  and 
a  pianist  pla>  ing  (jershwin  at  tea 
time.  La  Tour  continues  to  earn 


rave  reviews  for  its  French 
cusine. 

TheNikko  Chicago  (%195, 
800-645-5687)  is  as  sleek  and 
luxurious  as  a  sports  car  — 
proof  that  minimalist  design 
can  work.  Between  The 
Celebrity  Cafe's  American 
cuisine  and  the  delectable 
Japanese  offerings  of  Benkay, 
you'll  eat  well  while  doing 
business. 


The  Mansion  on  Turtle 
Creek  ($220,  800-527-5432), 
set  in  a  residential  area,  is 
like  a  resort  rather  than  a 
hotel.  Fluffy  pillows  and 
antique  furniture  warm  the 
rooms,  most  of  which  have 
French  windows  opening  on 
decorative  balconies.  The 
Mansion's  restaurant  is  still 
such  a  hot  number  for  busi- 
ness deals  and  social  get- 
togethers  that  the  high-class 
southwestern  cuisine  can 
slide  past  you,  almost  unno- 
ticed. The  bar,  wallpapered 
with  hunting  portraits,  is  for 
low-ke\  wheeling  and  deal- 
ing. The  dress  code  is,  as  the 
British  say,  smart  casual. 
Downtown,  close  to  offices, 


"SOME  BUSINESS 
TRAVELERS 
TAKE  THE  TROUBLE 
TO  CALL  US  IN 
ADVANCE.  THAT'S 
WORTH  SOMETHING 
IN  MY  BOOK." 


"^ave  up  to  30%  off  our  regular  corporate  rate  I)y  purchasing  your  room 
7, 14  or  21  clays  in  advance.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 


HOTELS  RESORTS  SUITES 


WE  MAKE  rr  HAPPEN  FOR  YOU: 


M-l  unil.ililr  nc.lit  I  ,11  (I  |.iii  cTiavi-  loi  tin-  i-nlir .  i  -  i  i  ii.  \..  i  lijii;;.-^  i.r  i  mm.  (■II.iIi..ms  .n  ,-  |m  ririillcil  on  I  1  or  J  I  .lin  rati-s.  (  7  ila\  l  air  is  'M' t  n-liinilalil.' 

||  I  cuiH'clli'il. )  Soiiir  Mark  oul  .1  ilr^  ariil  iiii|M>i'laiil  n-^lr  r.  Iion^  .r|i|il\  \i.iilalili-  rii  liiiiiti'd  i|iiantiti<'s  at  |>arti<'i|ialin^  |ii-o|ii  i  tirs.  ^ot  availal>li'  with  oIIiit  olji-i  s  ami 
1  liscoriiils  or  to  };idir|.s  ol  1(1  inv  or"  niori-.  Katri  ,irr  n,,!  a\  arlal.ii-  at  ( :..ir  r  I  \  ,rr  .1  \t\  Marriott.  Ri-siilcrii  i-  Inn  liy  Marriott  or  Kairlifid  inn.  »Jl '»').!  MariintI  ( ;oi|i. 


is  the  estimable  Adolphus 
(S156.  N0()-221-y083).  origi- 
nally built  b\  the  Busch  beer 
f  amih  .  \\  ith  largt.  creati\  ely 
done  ijiiest  rooms  and  a  lobby 
and  lounge  area  as  woody  as 
a  I  nion  League  Club. 

\U;STL(IS  \M.Kl.tS:  Thetop-of- 

the-line  hangout  tor  o\er- 
nighting  in  L.A.  is  the  Bel- 
Air  (S275.  no  corporate  rate 
offered.  S0()-64S-4097 1,  a 
tropica!  hideawax  tucked 
aw  a\  so  discreeth  that  \ou 
can  hardh  distinguish  it  from 
the  surrounding  homes  of  the 
rich  and  tamous  i  including 
the  Reagansi.  It  is  as  private 
as  a  personal  residence,  as 
gorgeous  as  an  exotic  garden. 
Its  restaurant  is  an  "in"  spot 
tor  business  breakfasts. 

H\ecuti\es  licap  praise  on 
the  mansion-like  I'l'uiiisiiUi 
(S225.  single  or  double.  800- 
32.v7?()()),  the  BeNeriN  Hills 
branch  of  the  Far  Hast  chain 
\\  ith  Rolls  Ro\  ce  chauffeur 
ser\  ice.  sumptuous  guest 
rooms,  and  a  cabana- 
enhanced  "pool  scene" in  the 
Roof  Garden.  Adding  luster 
to  the  hotel  is  the  adjoining 
Creati\  e  Artists  Agenc\  . 
\\  hose  executix  es  —  like 
Michael  ()\itz  —  carrx  on 
business  in  The  Bar  and 
Li\  ing  R( K )m. 

llll\\UII\ni,(IS\M,ELKS: 
Downtoun  L.A.  is  talking 
about  the  Inter-Contincntdl 
UjsAmeles  (S165.  800-.^^27- 
0200).  the  first  all-ne\x  hotel 
since  the  business  district 
dcN  eloped  a  sk\ scraper-higli 
profile  that  stands  out  tVom 
the  cit\ 's  sprawl.  The  back- 
to-basics  Inter-(  ^intinental 
does  ha\e  some  beaut\  spots. 
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Its  complex  of  lounges,  bars, 
and  restaurants  on  the  third 
floor  with  top  artwork  adorning; 
the  w  alls  —  is  irresistible  for 
business  discussions  and  relax- 
ation. And  as  a  piece  ot  the 
S1.2  billion  (California  Plaza 
project  on  Bunker  Hill,  the 
Inter-Contincntid  lias  some 
comeh  neighbors:  the  knock- 
out Museum  of  Contemporar\ 
Art.  a  Spiral  Court  tor  outdour 
concerts,  and  a  one-acre-plus 
W  ater  Court. 

Sta\  at  the  Checkers 
Kewpiuski  m()5,  800-647-4007). 
a  boutique-sized  winner.  Its 
restaurant  is  a  great  platform  for 
earh  -morning  pow  w  ow  s. 

Across  the  street  is  the 
Biltmore  (Si  70.  800-245-8673). 
a  spacious  grand  dame  w  ith  an 


The  Millenium, 
near  \\  all  Street,  boasts 
breathtaking  aerial  \  iews. 


incredibly  restored  pool 
and  spa. 

n\l.lMlll.i:T:  New h  minted, 
but  already  a  classic,  the 
MiUenium\%22i.  800-835- 
2220  I  near  W  all  Street  has 
incomparable  aerial  view  s  of 
traffic  skittering  along  on  the 
Hudson  Ri\  er.  the  majestic 
Statue  ot  Libertx  .  the  gilded 
Woolworth  Tower,  and  the 
spiderv  BrookK  n  Bridge. 
Room  serv  ice  is  quick, 
friendly,  and  respectful.  The 
hotel's  art  deco  restaurant 
has  already  made  its  mark 
\Nith  lighth  done  dishes,  from 
seatood  to  meats. 

M|[lTlln^MA\lllrTl^:  Asa  guest 
at  the  54-ston,  Rihsa  Royal 
1  S235.  S295  for  Pinnacle 
Suites  800-937-5454),  you're 
ne\  er  out  of  touch.  L  pon 
checking  in.  you  automati- 
calh  recei\e  a  cellular-phone 
and  tax  number.  \  our  \ery 
own  tor  contldentialir> .  as 
w  ell  as  a  direct-line  number 
—  if  \  ou  book  one  of  the 
higher-priced  Pinnacle 
Suites.  All  Rhiga  units  are 
all-suite,  w  ith  a  true  li\  ing 
room  separated  by  double 
doors  from  a  commodious 
bathroom. 

At  the  St.  Regis  Sheraton 
(S295.  SOO-325-3535).  a 
heautifulU  restored  Beaux 
Arts  landmark  (1904).  the 
\\hite-glo\  e  staff  coddles 
blue-chip  guests  —  with  but- 
lers on  every  floor.  Rooms 
are  jewels,  with  Louis  X\ 
and  X\  I  reproductions  plus 
late  2(lth  century  electronics. 
The  scene  stealers  are  the 
hotel's  public  spaces:  the 
inimitable  King  Cole  Bar.  the 
three-star  Lespinasse  for 


TAKE  OF  WTTH  THESE  CARDS 
AND  LAND  MORE  FREE  TRAVEL. 

You'll  always  land  more  rewards  with  Continental's  OnePass!"  Because  no  other  frequent  flyer  program 
lets  you  earn  free  travel  faster 

And  that's  only  one  reason  OnePass  was  voted  best  5  years  in  a  row  by  the  readers  of  InsideFlyer 
Magazine.  Those  that  fly  the  most  know  that  OnePass  is  the  only  program  that  offers  more  for  new 
members.  And  even  more  as  you  reach  Gold  and  Infinite  Elite. 

With  over  2,000  flights  every  day  to  more  than  195  destinations  worldwide,  you  can  enjoy  all  the  extra 
benefits  OnePass  offers  through  our  airline,  hotel,  and  car  rental  partners.  It's  a  global  network  of  reward 
opportunities. 

If  you're  not  already  a  OnePass  member,  call  your  travel  agent  or  Continental  today  at  1-800-525-0280. 
And  take  off"  with  the  only  cards  that  will  land  you  more  travel. 

Continental  pi 

One  Airline       Make  A  Difference." 

©  1993  Continental  Airlines,  Inc. 


French-Asian  cuisine,  and 
the  retro  Starlight  Root,  one 
ofNe\N     ork"s  handsomest 
rooms  I  superh  tor  meetings, 
celehrations.  and  soirees). 

The  h  u  N i  n  e  N  s  of  the 
superhh  equipped  MacklozL'e 
Hotel     Conference  Center 
(S190.  800-622-556^1.  just  off 
Times  Square,  is  husiness, 
with  posh  rooms,  state-of- 
the-art  audio  \  isuals.  and 
tlrst-rate  catering  —  all  in  all 
one  ot  the  hest  in-cit>  meet- 
ing hotels  in  the  L  .S. 

For  a  retreat  from  midtown 
madness,  head  tor  I  he  Mark 
iS250.  SOO-223-1588).  on  the 
affluent  I  pper  East  Side. 
\%hcre  upper-echelon  execu- 
ti\es  like  to  gather  and  dine. 
The  kitchen  can  e\  en  turn 
out  delicious  escargots  just 
as  cocktail  appetizers.  The 
cheerful  decor  in  rooms  and 
suites  is  a  pleasant  break 
from  the  neutral  colors  in 
mo->t  hotels. 

MIIMI:  EnjoN  the  elegant 
kookiness  ot  Coconut 
Gro\  e  at  the  Grand  Bay 
Hotel  (S2()0.  S00-32  7-27S8). 
/igurrat  in  shape.  \%ith 
room  terraces  stacked  up  a 
slope  and  looking  out  on 
Bisca\  ne  Ba\  ,  the  hotel 
mixes  (iriental  ostentation 
\N  ith  a  kind  of  Italian 
panache,  all  as  meticuluush 
executed  as  the  harp  music 
in  the  lohb\ .  The  big  dra\N  is 
the  Grand  Cafe,  a  razzma- 
tazz brasserie  that  dispenses 
oodles  of  delicious  seafood. 

Ten  miles  north  of  dow  n- 
town  is  a  business  oasis  with 
great  fairways,  a  commodi- 
ous clubhouse,  a  beach  with 
chic  appointments,  and  even 
\  achts  (small  or  large)  for 


rent  —  it's  Turnberry  Isle 
Yacht  &  Country  Club  iS195, 
800-223-1588).  Plentx  ofhi-h- 
level  executives  use  it  as  a 
springboard  for  doing  business  in 
-Miami  or  along  the  Gold  Coast 
—  or  simph  as  a  meeting  site. 

MW  IIRLLUS:  \\  hen  corporate 
chieftains  \  isit  the  Tennessee 
\Mlliams  cit\  on  the  Mississippi, 
their  hotel  ot  choice  is  the 
Windsor  Court  i'ilbS.  800-262- 
2662  ).  \\  h\  r  It  is  solidly  aristo- 
cratic. do%%n  to  its  British  trap- 
pings. The  hotel  s  builder  spent 
some  time  at  Oxford  I  ni\ersit\  . 
leading  to  an  appreciation  of 


The  elegant  kookiness 
of  the  Grand  Ba>  Hotel 
in  Coconut  Gro\e.  Fla. 


English  art  and  other  master- 
pieces —  and  a  S5-million  col- 
lection now  displa>  ed  on 
the  \S  indsor  Court's  walls. 
In  a  cit>  asw  arm  w  ith 
abo\  e-a\  erage  restaurants, 
it's  quite  an  achie\  ement  for 
the  Grill  Room  to  be  rated 
among  the  best  in  tow  n. 

Some  business  tra\  elers 
wt)uld  sa\  you're  crazy  if 
\()u  don't  sta>  in  the  French 
Quarter,  and  their  candidate 
for  high  honors  w  ould  be  the 
Maiso?i  de  Ville  (SI 75.  S305 
cottages.  SOO-634-1600).  a 
coz\  inn  witli  16  rooms. 
se\en  one-bedroom 
Audubon  Cottages,  and  Le 
Bistro,  one  of  New  Orleans' 
best  restaurants. 

SWFRiMlSMI:  Inns  used  to  be 
at  roadside  to  ease  w  a\farers 
through  the  transition  from 
carriage  to  crackling  fire- 
place, but  in  the  1990s  a  hotel 
like  the  Mandarin  Oriental 
(S225.  800-622-04041  can  sit 
atop  a  sk\  scraper  smack 
do\%ntow  n  in  the  financial 
district.  The  public  rooms, 
including  Silks,  one  of  the 
cit\  s  most  praised  Chinese 
restaurants,  are  on  the  first 
two  floors.  L  pstairs.  on  the 
3'Sth  through  4Sth  floors, 
xou'll  tin  J  pListcl-colored 
guest  rooms  nniiIi  panoramic 
\  iew  s.  Some  bathrooms 
ha\e  picture  windows  that 
begin  right  at  the  gunwales  of 
\oLir  bathtub,  so  you  can 
gaze  w  hile  >  ou  bathe. 

U\SHI\f-TflVII.(.:  The  consis- 
tent star  in  the  capital's  exec- 
uti\e  orbit  is  the  Four 
Seasons  (S245.  800-332- 
3442  1.    BellboN  s  w  hisk  \ ou 
to  \our  room  without  front- 
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desk  red  tape.  The  most 
favored  guest  rooms  face  the 
old  C&O  Canal.  Dining  at 
Aux  Beaux  Champs  is  a  culi- 
nary treat.  And  there  are 
state-of-the-art  fitness  facili- 
ties to  work  off  the  desserts. 

A  mere  three  blocks  from 
the  White  House,  the 
Sheraton  Carlton  ($200, 
800-325-3535)  is  a  power 
player  patronized  by  execu- 
tives in  the  know.  The 
members-only  Carlton  Club 
(inhabited  by  CEOs, 
Senators,  and  other  VIPs) 
enhances  the  hotel's  mys- 
tique, and  so  does  the  fact 
that  various  Presidents 
have  used  the  Carlton's 
barber. 

Right  on  Pennsylvania 
Avenue,  appropriately 
close  to  the  White  House, 
is  the  former  "residence  of 
presidents,"  the  grand  and 
gilded  re  stored  Willard 
I nt e r  - C  ont in e nt  a  I 
($245,  800-327-0200).  It's 
as  efficient  as  it  is  elegant 
—  with  breakfast  guaran- 
teed within  10  minutes  of 
ordering.  And  to  wrap  up 
the  day's  political  and 
business  gossip,  drop  in  at 
the  Eagle's  Nest,  a  water- 
inghole  where  you'll  meet 
some  of  Washington's 
finest  lobbyists  —  and 
occasionally  spot  a 
Clinton  appointee  in  the 
crowd. 


Lower  fares.  I\lew  non-stop  schedules. 
Convenient  connections. 

Royal  treatment  in  New  York  -  Royal  Business  Class  now  replaces 
First  Class  in  New  York  with  a  42%  savings  over  the  previous  First  Class 
fare  with  no  compromise  in 
quality  or  service.  It  provides 


NEW  FARES 


PREVIOUS  FARES 


Royal  Business  Class:  S2872  First  Class:  $4914 
Business  Class;  $2072 


Business  Class:  $2684 


the  same  fully  reclining, 
62"  pitch  luxury  seats  for 
maximum  comfort. 

Sabena  has  also  added  to  the  value  of  its  high  quality  Business  Class 
in  New  York.  Now  a  round  trip  ticket  has  a  price  savings  of  23%  over 
the  previous  fare. 

New  Business  Class  Savings  -  Sabena  has  done  the  only  thing  it 
could  to  improve  its  esteemed  Business  Class  -  and  that  is  to  make  it 
more  affordable.  Cost  savings  of  20%  and  more  means  you  can  now 
travel  Business  Class  on  Sabena  from  New  York,  Chicago  and  Boston 
for  what  it  used  to  cost  to  fly 


New  Fare  NY  &  Boston 

Business  Class:  $2072 


Previous  Fare  NY  &  Boston 

Business  Class:  $2684 


New  Fare  Chicago 

Business  Class:  $2394 


Previous  Fare  Chicago 

Business  Class:  $2994" 


Economy  Class.  In  Chicago, 
five  new  Early  Birds  fly  non- 
stop to  Brussels  and  land  up 
to  5  hours  earlier  than  any 
other  airline. 

AM  Royal  Business  Class  and  Business  Class  tickets  include  the  helpful 
advantages  of  separate  check-in,  prioritized  luggage,  personalized 
attention,  special  airport  lounges,  outstanding  cuisine  and  other 
complimentary  extras.  Flights  land  in  Brussels  in  plenty  of  time  to 
make  early  morning  meetings  or  catch  connecting  flights  from 
Brussels  to  some  of  the  80  other  destinations  served  by  Sabena. 

For  information  or  reservations,  call  your  travel  professional,  or 
call  Sabena  at  1-800-955-2000. 


sabena 
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s  a  tropical  blend  of  work  and  play. 


For  thousands  of  executives 
and  managers,  Puerto  Rico 
has  heen  a  frequent  com- 
mute e\er  since  "Operation 
Bootstrap"  industrialized  the 
once-sleepy  island.  It's  been 
a  painless  commute  as  well, 
with  tropical  diversions,  from 
golf  to  gambling,  to  u  ring  out 
the  stress  of  business  travel. 

From  the  New  York  area 
alone,  Puerto  Rico  is  a  mere 
l,()()0-mile,  one-meal  (or 
snack)  flight.  New  .fersey- 
based  Warner-Lambert,  for 
example,  has  a  stead\  stream 
of  emplo\ees  round-tripping 
it  to  San  .luan  all  \  ear  l(»ng. 

"Almost  every  pill  nou 
swallow  now  comes  from 
the  island's  pharmaceutical 
plants,"  sa>  s  l^duardo 
Perez- Vizcarrondo  of  the 
Puerto  Rico  Industries  and 
Service  Association. 
There's  no  end  in  sight  to 
the  Puerto  Rican  business- 
travel  boom,  and  Dr.  Pedro 
Rosello,  the  new  governor, 
wants  to  keep  it  that  way: 
He's  intent  on  putting 
Puerto  Rico  on  the  national 
map  as  the  .SIst  state. 


(;ETTI\(;  TIIKKK  American  Airiines 
is  the  big  player  with  some  30 
flights  daily  between  mainland 
cities  and  Puerto  Rico.  San 
Juan,  in  fact,  is  a  major  AA  hub. 
Delta,  United,  and  llSAir  also 
service  the  island. 


If  you're  sent  to 
Puerto  Rico  on  business,  what  are 
your  best  options  for  overnight- 
ing? (The  following  rates  are  for 
the  lowest  priced  singles/doubles.) 


The  Homed  Dorset 
Primavera  hosts  an 
array  of  corporate 
clients. 


The  hotel  that  veteran  visi- 
tors prefer  is  the  Condado 
Plaza  Hotel  &  Casino  ($205 
spring/fall,  $260  winter, 
800-468-8588).  It's  both  a 
sophisticated  resort  and  an 
efficient  business  hotel.  In 
the  Isia  Verde  area  near  the 
airport.  El  San  Juan  Hotel  & 
Casino  ($235  spring/fall, 
$295  winter,  800-468-8588), 
glitzy  as  its  gaming  tables, 
continues  to  wow  guests  with 
its  potpourri  of  top  facilities. 

Many  long-time  business 
travelers  to  Puerto  Rico  con- 
tinue to  opt  for  the  Carihe 
Hilton  ($160,  800  HILTONS), 
believe  it  or  not,  the  first 
resort  Conrad  Hilton  ever 
built  (in  1948).  Neatly  locat- 
ed close  to  Old  San  Juan,  it 
has  had  a  succession  of  well- 
done  refurbishings  over  the 
>  ears  to  keep  it  youthful. 

(Iflli  \m\m  Some  45  min- 
utes  west  of  San  Juan  is  the 
two-in-one  resort  complex 
that  the  Rockefellers 
launched  decades  ago.  The 
spiffier  of  the  two  is  the 
Hyatt  Dorado  Beach  ($225 


Now  our  rates 
are  just  as  inviting 
as  our  hotels. 

Thanks  to  our  SureSaver  program, 
we  can  welcome  you  with  more  than  just 
a  billion  dollars  worth  of  new  rooms, 
lobbies  and  restaurants.  You'll  also  find  a 
simpler  and  more  affordable  pricing 
structure. 

Sure  ^!  Saver  Business 
Rates  5%-30%  off 

The  business  traveler  finally  gets  a 
break.  This  option  is  available  Sunday 
through  Thursday  with  no  advance 
reservations  or  purchase  requirement. 


SureSaper    SureSuiier  SureStiver 
Business       H-Day  Weekend 
Location                                   Kales         Rates  Rate.' 

Los  Angeles,  CA 

Sheraton  Grande 

$166 

$140 

$  95 

Los  Angeles,  CA 

Sheraton  Universal 

$135 

$125 

$109 

Los  Angeles,  CA 

Sheraton 
Los  Angeles  Airport 

$109 

$  79 

$  65 

Long  Beach,  CA 

Sheraton  Long  Beach 

$122 

$  90 

$  90 

Santa  Monica,  CA 

Sheraton  Miramar 

$165 

$140 

$130 

City  of  Industry,  CA 

Sheraton  Industry  Hills 

$105 

$  85 

$  89 

Anaheim,  CA 

Sheraton  Anaheim 

$  91 

$  76 

$  79 

Cerritos,  CA 

Sheraton  Cerritos 

$110 

$  90 

$  79 

Norwalk,  CA 

Sheraton  Norwalk 

$  91 

$  69 

$  59 

Kancho  Cordova,  CA 

Sheraton  Rancho  Cordova 

$  85 

S  79 

$  59 

LaJolla,  CA 

Sheraton  Grande 
Torrey  Pines 

$145 

$135 

$135 

San  Diego,  CA 

Sheraton  Harbor  Island 

$129 

$119 

$129 

For  reservations,  call  your  travel 
professional  or  800-325-3535. 

SureSaver  rates  are  available  in  the  continental  US,  the  Bahamas 
and  Canada  No\  applicable  to  groups  Subject  to  change  without 
notice  and  based  upon  availability  at  participating  properties.  Rates 
do  not  include  taxes  and  gratuities  Some  restrictions  apply.  Kids  17 
and  under  stay  free  when  sharing  room  with  an  adult  using  existing 
bedding  c  1993  ITT  Sheraton  Corporation  C 


ITT 


Sheraton 


U    n    1    t    c    (.1      States  Europe  Latin  America 


C    a    n  a 


b    b    c    a  n 


Mexico  Japan 


AmericanAirlines 


spring/fall,  $441  winter  dou- 
ble occupancy,  800-233- 
1234).  Its  lodges  are  set  at 
waterside  with  fruit  planta- 
tions and  golf  courses  in  their 
backyard,  while  the  Hyatt 
Regency  Cerroniar  Beach 
($2 IS  spring/fall,  $325  win- 
ter), a  seven-story  conven- 
tion hotel,  boasts  "the 
longest  freshwater  swim- 
ming pool  in  the  world" 
( 1,776-ft.  long).  You  have 
four  golf  courses  in  all  for 
booking  a  tee  time. 

In  October  comes  the  debut 
of  one  of  the  Caribbean's 
biggest  extravaganzas  —  the 
950-room  El  Conquistador 
Resort  and  Country  Club 
($265  lowest  priced  sin- 
gle/double, 800-468-8588). 
With  concierge-style  service 
from  airport  to  front  door, 
more  than  two  acres  of  ball- 
room and  meeting  space, 
championship  golf,  five  pools, 
and  a  private  island  of  its 
own,  the  hilltop  hotel,  set 
above  the  fishing  village  of 
Las  Croabas,  will  make  a 
sun-and-fun  splash  like 
you've  rarely  seen  before. 

I\\SF\I{FR0\1SI\.IIA\  When 
you're  in  San  Juan,  you're 
not  likely  to  be  more  than  45 
to  90  minutes  from  any  plant 
or  office  on  the  island.  Still, 
location  can  mean  every- 
thing if  you're  zipping  in  and 
out  of  Puerto  Rico. 

On  the  west  coast,  more 
than  an  hour  from  San 
Juan  but  near  companies 
located  in  the  Mayaguez 
area,  is  the  Horned  Dorset 
Primavera  ($245,  809 -823- 
4030),  a  tasteful  Spanish 
colonial  hacienda  named  (it 
does  need  explaining)  after  an 


FREQUENT  1 
TRAVELER 


inn  in  Leonardsville,  N.Y.  run 
by  the  same  owners.  Co-man- 
ager Harold  Davies  says,  "some 
30%  of  our  business  is  corpt)rate." 

In  Ponce,  Puerto  Rico's  second 
largest  city,  75  minutes  from  San 
Juan,  on  the  south  coast,  the  just- 
opened  Ponce  Hilton  and  Casino 
($140, 8(K)-HILTONS)  is  an  every- 
thing-you-need  pacesetter.  It's  4 
miles  outside  town  and  4  miles 
from  Ponce's  airport. 


(i  (HIT  Beyond  hotel  dining, 
some  of  it  superior,  two  of  the 
best  restaurants  in  Old  San  Juan 
(a  10-minute  cab  ride  away  from 
beach  hotels)  are  //  Perufiiuo 
(722-5481),  a  small  Italian  bistro 


patronized  by  top  San 
Juaneros,  and  La  Zaragozana 
(723-5103),  with  flambe 
Cuban  dishes  and  violin 
music  in  a  warm,  dark  setting. 

MEETING  AND  (IREETIW;  For 

board  meetings  and  corpo- 
rate bashes  over  lunch  or 
dinner,  the  best  —  and  high- 
est —  place  in  Old  San  Juan 
town  is  The  Gallery  Inn  (also 
called  La  Cueva  del  Indio, 
$85,  722-1808).  Built 
around  1 750  as  the  officers' 
quarters  for  the  Spanish 
artillery,  it's  now  the  ram- 
bling home  (eight  bedrooms, 
seven  inner  courtyards)  of 
art  patron  Jan  D'Esopo. 


The  Hyatt  Dorado 
Beach  —  a  golfer's 
paradise. 


INSIDE  TRACK 

Tips  for  business  visitors: 

•  Phoning  Puerto  Rico  is 
as  easy  as  dialing  "809," 
the  island  area  code,  plus 
a  seven-digit  number. 

•  American  Airlines  and 
other  carriers  are  adding 
direct  flights  between  places 
like  Miami  and  Ponce. 

•  Traffic  to  and  from  the 
airport  between  4  p.m.  and 
6:30  p.m.  is  close  to  grid- 
lock, so  allow  time. 

•  Gambling  is  legal  every- 
where. 

•  Credit  cards  are  accept- 
ed almost  everywhere,  but 
commercial  establishments 
tend  to  look  askance  at 
personal  checks. 

•  Que  Pasa  is  a  fact-filled 
guide  to  "Whats  Going 
On,"  as  the  title  says. 
It's  free  at  airports  and 
hotels. 


HAWAII? 


With  150  white  sand  beaches, 
blossoms  and  fruit  in  abundance, 
high  tropical  rain  forests,  constant 
trade  winds  and  an  average  year 
round  temperature  of  78  degrees, 
no  wonder  you  thought  this  was 
an  island  paradise.  It  is.  Only  this 
one  also  has  16th  century  forts  and 
sunken  pirate  ships  among  miles 
and  miles  of  coral  reef,  romantic 
night  life  plus  seeing-the-sights-life, 
and  a  history  that  long  preceded 
Columbus.  Oh,  and  this  island 
paradise  lies  right  in  your  own 
turquoise  Caribbean.  Hawaii, 
eat  your  heart  out. 


DISCOVER  THE  NEW  OLD  WORLD. 
PUERTO  RICO. 

The  Shining  Star  Of  The  Caribbean* 

For  a  free  color  brochure  call  1  -800-866-STAR,  Ext.  64043 


inn. 
FREQUENT 


TRAVEL  IPDATES 


ews  &  tips  to  help  make  your  travel  easier. 


GFTTIVG  FAXES 
OMUERIA 

If  \ ou're  on  a  fast  track. 
s\%  itching  from  cit>  to  city 
hut  tr\  ing  to  keep  in  touch 
uith  your  office  or  business 
contacts,  sign  up  for  the 
h  r  a  n  d  -  n  e  \%  .4  Ti^  T  Fa  x 
Mailbox  m^A^b-2^S2). 
People  can  send  nou  a  fax 
siniph  h\  calling  a  central 
phone  nuniher  (314-298- 
8010).  dialiiii;  in  the  10-digit 
I.D.  number  \  ou\e  chosen, 
and  sending  what  the\  want 
to  \  ()ur  mail  drop.  The\  can 
also  leave  a  Noice  message. 
To  pick  up  \  ()ur  messages, 
\  (tu  use  \  our  AT&T 
C ' a II i n g  Oa r d  —  or  a 
14- digit  Mastercard.  \  isa. 
or  similar  card  —  w  hen  \ou 
phone  the  retrie\al  number 
(8U0-624-5126). 


(iii(k(HF;(k-i\ 

If  (800-445-8667). 
I     Hyatt  ( 800-228-9000 )  and 
I      Marriott  ( 800-228-9290 )  are 


I 


among  the  leaders  in  setting 


up  check-in  systems  that 
b\  pass  the  front  desk.  And 
now  Sheraton  (800-325-3535), 
another  fast  check-in  chain, 
adds  a  tw  ist  on  the  trend  at  its 
hotel  near  Cleveland's  Hopkins 
International  Airport.  At  Exit 
6  on  the  baggage-claim  level, 
there's  a  Sheraton  courtesy 
desk  that  signs  \ou  in.    I  hen. 
upon  arrival,  you  pick  up  the 
key  from  the  concierge  inside  the 
hotel's  front  door.  Sherat{)n 
claims  it  takes  onh  "4  minutes. 
37  seconds"  from  the  time  you 
board  the  van  to  the  point  w  here 
vou  turn  the  ke\  in  \  (tur  room. 


PLV\-\HK\1I  (\RRh\T\LS 

It  \  ou're  ott  on  a  foreign  trip, 
bew  are  ot  last-minute  reserva- 
tions for  rental  cars.  Esen  top 
companies  like  Hert:  (800-654- 
3131)  and  ( 800-52  7- 

0700)  require  bookings  24  to  72 
hours  in  ad\  ance  in  %  arious 
overseas  locations.  It  s  also 
smart  to  choose  on  the  exact 
model  \  ()u  w  ant  and  lock  in  the 
rate  before  \ou  head  out  on 
\  ()ur  trip.   In  some  cases. 


upgrading  or  otherwise 
changing  \  ()ur  rental  over- 
seas can  turn  into  a  costly 
hassle. 


BIDGETROOKIVGS 

It  \our  boss  is  holding 
you  tt)  a  tight  tra\  el  budget, 
consider  overnighting  at  a 
limited-trills  Holiday  Inn 
Express  (S35  to  $99.  800- 
465-4329).  There  are  no 
meeting  rooms  or  restau- 
rants on  the  premises, 
though  \  ()u  can  usually  find 
a  good  restaurant  nearb>  . 
The  rate  includes  a  free 
breakfast  and  local  calls  —  a 
relief  from  the  usual  phone 
surcharges.  Frills  and  rates 
depend  on  the  location,  even 
w  ithin  an  area.    In  C^Iando, 
for  instance,  the  new  Express 
on  International  Drive  ($99 
for  two  double  beds)  has 
T\  s,  \  CRs,  sates  in  guest 
rooms,  an  o\  ersized  pool,  and 
charges  top-of-the-line  budget 
rates.  Another.  less-trilK 
Express  on  Colonial  Drive 
($35).  has  rooms  for  less. 


THE 
FREQUENT 
TRAVELER 


The  Homestead  ($210  to 
$285,  double,  European 
plan,  800-533-1747),  a  mag- 
net for  top-level  corporate 
meetings,  is  looking  spright- 
lier  than  ever  after  a  massive 
svintertime  paint  job  and 
remodeling.  The  patrician 
resort,  famous  for  its 
(ieorgian  (or  Kentuckian) 
brick  look,  panoramic  views 
of  Virginia's  Allegheny 
Mountains,  and  three  golf 
courses,  has  given  all  600 
jiisest  rooms  and  28  meeting 
rooms  a  fresh  coat  of  colors. 
And  its  classic  Great  Hall 
now  has  two  delightful  off- 
spring: an  oppulent  Formal 
Bar  with  live  piano  music 
and  a  jazzier  Sports  Bar 
loaded  with  TV  screens, 
\  ideo  games,  and  good 
cheer.  If  you  tire  of  the 
indoor  diversions,  you'll 
find  a  new  and  tricky  one 
outdoors  —  sporting  clays, 
along  with  skeet  and  trap 
shooting.  For  fishing  buffs, 
there's  a  4-mile-long  stream 
on  the  15,000-acre 
1  lomestead  spread  well- 
stocked  with  trout. 

Thomas  Jefferson  and 
10  other  presidents  found  the 
resort  a  stress  reliever  in  their 
(Jays,  and  today's  executives 
find  the  warm  waters  of 
nearby  Hot  Springs  just  as 
soothing  now. 


VCfc  believe  travel  should  refresh  your  spirit. 


From  tranquil  Oriental  gardens  to  invigorating  ocean  views,  our  hotels 
offer  a  refreshing  change. That's  because  we  embrace  the  local  culture.  And 
offer  only  the  highest  standards.  To  experience  the  difference,  call  your 
travel  planner  or  800-327-8585  and  ask  for  our  Pacific  Business  Rates. 

Pan  Pacific  Hotels  mid  Resorts 


NORTH  AMERICA:  VANCOUVER,  SAN  FRANCISCO.  SAN  DIEGO.  ANAHEIM.  HAWAII  PACIFIC:  AUCKLAND,  CX3LD  COAST. 
VANUATU  PALAU   ASIA:  SINGAPORE,  KUALA  LUMPUR,  JOHOR  BAHRU.  PANGKOR.  JAKARTA.  DHAKA:  WUXI.  NARITA 


SOlTHAFRIf/VS 
f^STHILEKT 

Flying  from  New  \  ork  to 
Johannesburg,  South 
Africa's  business  hub,  is  one  of 
the  world's  longest  trips.  But 
that's  not  stopping  American 
executives  who  are  commut- 
ing there  in  record  numbers. 
The  government  is  trying  to 
abolish  apartheid  and  put  the 
economy,  Africa's  largest,  on  a 
new  track  in  sync  with  other 
semi-industrialized  countries. 
Ihitil  recently,  getting  to  South 
Africa  was  a  two-stage  journey 
with  a  layover  in  Gape  Verde, 
off  the  West  African  coast. 
Now  the  well-run  South 
African  Airways  (800-722- 
9675)  is  providing  nonstop  ser- 
vice aboard  high-tech,  long-dis- 
tance 747-400s  on  Monday, 
Wednesday,  and  Friday,  cutting 


flying  time  from  16  to  14 
hours.  There's  also  a  12 
hour  Sunday  flight  each 
week  on  a  747-400  out  of 
Miami  to  Capetown  and  on 
to  Johannesburg.  \'ou  might 
think  you  have  to  own  a 
South  African  diamond  mine 
to  pay  the  fare,  but  at  $7,554 
round  trip  in  —  yes  —  SAA's 
Diamond  Class  and  $5,414  in 
Silver  Class  (business  class), 
the  fares  aren't  out  of  line  for 
the  7,000  miles  traveled. 

Ironically,  the  74 7- 400s  do 
touch  down  in  Cape  Verde 
on  the  return  to  the  U.  S., 
because  to  get  off  the  ground 
at  Johannesburg  the  fuel 
load  has  to  be  lightened.  But 
the  Portuguese  wines  and 
other  goodies  at  the  duty- 
free shop  at  (]ape  Verde 
help  solve  your  return-home 
gift  problem. 


The  inspiration  fore 


i 


3  V  ClubW)rld  seat. 


li^  you're  flying  on  cloud  nine.  Its  the  way  we  make  you  feel  that  makes  us  the  worlds  tavourite  airline. 

 BRITISH  AIRWAYS  

The  worlds  favourite  airline  ".^^ 


tOMMllTIIVG  ACROSS  THE  ATLANTK] 

.B)ritish  Airways  offers  a  breakthrough  sleeper  service. 

Wh^ii  Jo  I     (  (.lives  ixally 
v.  ant  Utr  then  money  on  a 
first -t-lfis^)  lickel  K-  I  omlon? 
li'  'fnh  /\t>  ivuys  (S(»()-247- 
)  pill  (liis  qiicslion  -  - 
and  A  lol  ol  others  as  well  — 
to  I'egiilni  s  on  tiic  Iransat- 
laniic  1  tiii,  and  found,  not 
entirely  l(»  its  sui  prise,  that 
passengers  want  to  be  nias- 
tei  s  ot  tht  ir  ow  n  little  iini- 
\ei  se  aloft,  w  ithout  the  has- 
sle ol  cabin  atlendants  con- 
stf  illy  pai<i(»enny  them. 
I  Ik-u  f<,iulesi  desiie:  some- 
thing a-  ■.liiiple  as  sleep, 
ui  idisiurbed. 

Wf.  wani  lo  arrive  in 
1  '  'clon  relri  shtil.  read\  to 
liil  llic  >;round  ruiinmg,"  was 
ihe  most  common  response. 

15 A  s  own  response 
amounts  to  tlie  most  origi- 
nal, imaginative  reconfigu- 
ration of  cabin  service  ever 
attempted  since  prop  planes 
turned  into  jumbo  jets.  On 
some  .SO  llights  weekK  out 
of  l\ev\  ^Ork's.lb  k  and 
Bc.sixn  s  I  oj^aii,  s  ou  can 
dine  in  the  w  hitc-lineii-and- 
eandlclil  anihience  of  tlie 
aii  iinc  s  i  cd(.nc  lirst-class 


lounge  —  with  drinks,  a  live- 
course  meal  and  liqueurs — 
before  boarding,  and  then  go 
to  bed  almost  immediatelv 
after  takeoff. 
Bed?  Well,  it's  as  close  as  BA 


Passengers  on 
British  Airways' 
sleeper  service  are 
treated  to  the  luxury 
of  undisturbed  sleep. 


can  come  to  the  actual  berths 
that  once  upon  a  time  were 
av  ailable  on  l*an  Am  (Clipper 
and  a  few  other  flights  in  the 
retro  days  of  aristocratic  fly- 
ing. ^  our  first-class  seat 
reclines  to  near-horizontal. 
^ Oil  take  a  set  of  smartly 
designed  —  two-piece,  off- 
the-shoulder,  running  suit- 
like combo  —  royal-blue 
"jim-jains"  (British  for  paja- 
mas) to  the  commodious 
first-class  rest  room  and 
change.  The  cabin  attendant 
stores  the  clothing  that  you 
don't  want  to  lake  to  your 
seat.  And  then  vou  settle  in 
with  face  mask  and  a  mar- 
velous white  duvet  of  just  the 
right  w  armth  and  texture 
comforting  your  stretch-out 
body  ,  (ioodnight,  guys! 
Don't  bother  me. 

If  vou  prefer  the  f  ull  treat- 
ment —  a  banquet  at  7,000 
feet,  a  mov  ie  of  your  choice 
(such  as  Prince  of  Tides  or 
Pro  (Jolf  Tour  1992)  at  your 
personalized  seat  v  ideo  — 
it's  yours  for  the  asking, 
.lust  don't  w  ake  your  z-z-z- 
z-z  neighbors. 


^222-TREE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
Kuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
id  again.  And  it  begins  die  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  die  great  restaurants,  swimming  pools,  and  healdi  clubs  diat  make  business  trips 
larable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 


When  your  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


THE  "ANYWHERE  REmi" 
FOR  REAL  ROAD  WARRIORS 

.^^vis  has  an  answer  for  the  frequent  car  user. 


Tiike  the  back  of  an  envelope 
—  <  )r  your  calculator  —  iuid  cai- 
culate  whether  you're  on  the 
road  more  diiui  10  out  of  20 
work  days  each  month  and  how 
much  you  la\  out  for  rental  cars 
in  various  cities.  Don't  forget 
factors  such  as  rates  for  differ- 
ent car  models,  unlimited  or 
restricted  mileage,  and  drop-oflF 
charges.  If  y<  )u're  clearly  a  road 
warrior,  away  for  more  than 
half  the  month  and  a  heavv  car 
user,  consider  the  "Anywhere 
/?<'»/^//"/li7.s  (800-331-1212) 
has  dreamed  up.  ¥or  a  flat 
monthly  rate  of  $900  ($1,200  in 
high-cost  metropolitan  New 
^  ork),  based  on  a  three-month 
contract,  you're  guaranteed  a 
car  in  l)es  Moines  or  Palo  Alto 
or  Durham  at  any  time  —  even 
if  an  Avis  outlet  is  technically 
"sold  out"  —  if  you  resei've  in 
advance.  And  there's  a  separate 
"800"number  f<  »r  b(  m  »kin^. 

Avis  sees  the  concept  as  "revo- 
lutionan ."  Hut  Actually,  it  is  a 
simplified  payment  system  like 
your  monthly  railroad  com- 
muter pass.  \  ou  pay  a  flat  fee, 
whetlier  you  travel  every  day  or 
only  a  few  days  each  month. 


"Traditionally  we'x  e  had  daily, 
weekly,  and  monthly  rate  pnjgrams, 
all  founded  on  the  premise  of  the 
renter  keeping  the  same  car  in  die 
same  kx^ation,"  says  Robert  Cardillo, 
vice-president  of  1 1.  S.  sales  and  mar- 
keting*.   "Anywhere  Rental  is  a 
completely  new  way  of  offering  the 
discount  of  a  monthly  rental  pro- 
gram without  geographic,  avail- 
ability, or  rate  restrictions,"  he  says. 

\ Our  savings  come  fn)m  maximum 
usage,  including  those  expensix  e 
taxis  to  and  from  airports  (for 


"Anywhere  Rental" 
provides  savings  for 
maximum  usage. 


instance,  $30  from  LAX  to 
downtown  L.  A.,  $25  from  The 
L^M)p  to  Chicago's  O'Hare)  and 
high  short-term  parking  rates 
($48  daily  at  Newark,  $16 
San  Jose). 

Here's  a  typical  scenerio  of  a 
business  traveler  who  may  rent 
four  cars  a  day  with  the  "Any- 
where" program: 

Pick  up  car  in  morning  at  any 
Avis  outlet  in  Manhattan, 
drive  to  LaGuardia  and  drop- 
off car.  Take  the  shuttle  to 
Washington,  D.C.,  pick  up  car 
at  National  Aiiport,  drive  to  an 
appointment  in  F'alls  Church, 
Va.  and  drop  off  car  at  Dulles 
International.  Fly  to  Atlanta, 
pick  up  a  third  Avis  car  at 
Hartsfield  International,  drive 
downtown  to  an  appointment 
and  drop  off  car  at  aiiport.  Fly 
late  in  day  to  Phoenix,  pick 
up  car  at  Sky  Harbor 
International  Aiiport  and  dnve 
to  Scottsdale  to  attend  a  seminar. 

Says  Ray  Noble,  an  Avis 
spokesman,  "We  have  people 
who  live  like  that." 

7///.V  text  was  written  hy  Paid 
Bnrnham  Finney  ofFinlyn 
Enterprises  Inc. 


The  difference  between  worldwide  and  worldwise. 


What  difference  does  it  make  that  Lufthansa 
flies  to  more  countries  worldwide  than  any 
other  airline?  Or  that  every  60  seconds  a 
Lufthansa  plane  is  taking  off  for  yet  another  one 
of  our  182  destinations  around  the  world?  The 
point  is  that,  over  the  years,  every  experience 
with  every  traveler  from  every  corner  of  the 
world  has  helped  us  to  understand  you.  We've 
grown  accustomed  to  differences  in  custom.  All 
the  better  to  help  you  feel  at  home  everywhere. 
And  that  makes  all  the  difference  in  the  world. 


A  passion  for  perfection 


® 


Lufthansa 


For  more  information  and  reservations  call  1  -800-645-3880  or 
see  your  Travel  Agent  Luttliansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir 
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CAN  A  'LABOR  OF  lOYE' 
END  TWA'S  TAILSPIN? 


Its  eager  new  managers  face  huge  debts  and  a  tarnished  image 


all  it  the  new  Spirit  of  St.  Louis. 
No,  it's  not  a  copy  of  Charles 
Lindbergh's  plane.  It's  the  new  at- 
titude at  Ti'ans  World  Airlines  Inc.  In 
recent  years,  the  carrier  had  so  deteri- 
orated that  it  became  known  as  a  back- 
packer's airline— tickets  were  cheap  but 
flights  were  often  late  and  service  typi- 
cally lousy.  But  last  December,  TWA's 
owner  and  chairman  of  seven  years,  Carl 
C.  Icahn,  left.  The 
very  next  month,  TWA 
posted  the  nation's 
best  on-time  perfor- 
mance. And  employ- 
ees, long  alienated  by 
Icahn's  imperious 
manner,  changed  their 
tune.  TWA's  pilots  do- 
nated $18,000  to  buy 
billboard  ads.  Another 
5,000  or  so  union  em- 
ployees plunked  down 
$30,000  to  buy  ads  in 
a  major  newspaper. 
TWA's  management. 
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too,  is  charting  a  new  course.  A  new 
group  of  professional  airline  managers 
led  by  Co-Chief  Executives  Robin  Wilson 
and  Glenn  R.  Zander  has  devised  a  plan 
to  steer  TWA  out  of  bankruptcy  by  June. 
Labor  has  already  agreed  to  swap  $660 
million  in  concessions  for  45%  of  the  air- 
line. Creditors  will  exchange  $1  billion  in 
debt  for  the  remaining  equity.  The  can'i- 
er  may  move  its  headquarters  from 


A  SMALLER,  HUMBLER  TWA 


1988* 

1993 

REVENUES 
PROFITS 

$4.9  billion 
$249.7  million  profit 

$3.6  billion*' 
$318  million  loss" 

FLEET 

Size:  214  jets 

Average  age:  1 4.3  years 

Size:  1 68  jets 
Average  age:  1 7.8  years 

EMPLOYEES 

30,800 

25,000 

ROUTES 

31  3  daily  flights  from  St.  Louis 
hub;  23  destinations  in  Europe 
and  the  Middle  East,  including 
10  daily  flights  to  London 

300  daily  flights  from 
domestic  hubs;  serves  20 
destinations  in  Europe 
and  the  Middle  East 

'The  year  Carl  Icahn 

took  TWA  private    **  1  992  figures 

DATA:  COMPANY  RfPORIS 

Mount  Kisco,  N.Y.— near  Icahn's  hd 
to  St.  Louis,  its  domestic  base  of  cj 
tions.  It  has  launched  a  new  marl^ 
push.  Not  long  ago,  Wilson  admi 
seemed  TWA  might  go  the  way  ol 
American  World  Airlines  Inc.  Noi 
says,  "the  airline  is  here  to  stay." 

If  enthusiasm  were  the  key,  th 
be  no  doubt.  But  the  carrier  has 
lems  that  could  foil  the  best  mana 
Despite  a  restructuring  since  ent 
bankruptcy  in  January,  1992,  TWA 
has  $943  million  in  debt  supported 
paltry  $81  million  in  equity.  Its 
hovers  around  $150  million,  a  thin 
ion  against  an  industry  fare  war. 
access  to  capital  is  severely  limited 
banker  calls  TWA  "rotten  to  the  bo 
'A  STRUGGLE.'  TWA's  route  structi 
no  gi"eat  asset  either.  Its  St.  Loui; 
competes  with  United  Airlines  Ir 
Chicago  and  American  Airlines  Ii 
Dallas.  And  while  it  still  has  some 
routes  to  Europe,  Icahn  sold  o: 
crown  jewel,  the  hub  in  London.  1 
one  reason  industry  wags  now  ca 
downsized  TWA  "Teeny-Weeny."  Th 
line  is  also  saddled  with  a  costly, 
guzzling  fleet.  Its  reputation  for 
service  lingers,  while  frequent-fliei 
grams  bind  travelers  to  the  stn 
carriers.  "It's  going  to  be  a  stru| 
says  George  Pearson,  vice-presidei 
information  services  at  Avitas  Inc. 

But  Wilson  and  Zander  were  '. 
picked  by  employees  and  credito 
take  on  that  struggle.  Wilson,  a  r 
of  Ireland  and  gi'aduate  of  Camb 
University,  rose  to  senior  vice-pres 
for  operations  at  TWA  before  leavi 
run  the  Long  Island  Rail  Road  in 
There,  he  earned  a  reputation  as  a 
around  expert  after  forging  close 
with  labor  and  overhauling  opera 
Zander,  a  career  twa  finance  execi 
is  the  money  man.  Together,  they') 
hired  eight  former  TWA  senior  e 
fives.  Turning  TWA  around,  says  Za 
will  be  "a  labor  of  love." 

Central  to  that  labor  is  upgr; 
TWA's  image.  Recognizing  that  i 
travelers  have 
faith  in  the  ai: 
Wilson  and  Ze 
are  aiming  their 
keting  at  leisure 
elers  and  busine; 
ecutives  lookinj 
more  comfort 
trips.  The  airline 
removed  seats  ( 
168  TWA  jets  to 
passengers  30% 
legroom,  while  s 
ing  big  to  adv€ 
that  fact.  The  tw 
also  going  after  t 


THE  CORPi 


Consider  something  as  basic  as  de- 
preciation. The  law  changed  so  often  in 
the  '80s  that  similar  pieces  of  equipment 
have  to  be  depreciated  under  six  differ- 
ent schedules.  "We  have  to  keep  four 
sets  of  books,"  complains  Alcoa's  tax 
chief,  Linda  B.  Burke. 

The  AMT  requires  its  own  depreciation 
Ration.  More  than  60%  of  compa- 
suliject  to  the  tax,  which 
■1  ont  ' 
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CANNING  POWER.  GET 


POWER  TO  PUT  ON 
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THE  POWER  OF  COLOR  IS  YOURS. 


Canon 


agents.  Senior  Vice-President  for  Mar- 
keting Robert  Cozzi  has  boosted  com- 
mission rates  to  18%,  two  points  above 
the  industry  average  and  far  above 
Icahn's  miserly  10%  rate. 

Keeping  labor  on  board  is  anotheij 
key.  Icahn's  union  relations  were  dis/ 
mal,  says  William  Compton,  the  Air  Linf 
Pilots  Assn.'s  representative  at  TWA* 
Now,  ALPA  committees  are  examinin; 
ways  to  cut  costs.  And  pilots,  along  with 
flight  attendants,  have  begun  making 
calls  on  travel  agents  with  executives 
to  show  their  support. 
RENTERS'  MARKET.  The  co-CEOs  also  be- 
lieve they  have  an  easy  remedy  for  their 
aged  fleet.  As  many  airlines  have  be- 
gun downsizing,  more  than  800  aircraft 
are  grounded  worldwide.  Roughly  25% 
of  those  are  fuel-efficient  models  that 
meet  noise  standards  set  to  take  effect 
in  1999.  Leasing  companies  are  scram- 
bling to  get  the  planes  in  the  sky.  Man- 
ufacturers Boeing,  Airbus,  and  McDon- 
nell Douglas  are  also  eager  to  strike 
deals  at  attractive  rates.  So  twa  won't 
have  to  commit  huge  capital  for  planes. 
It  can  simply  lease.  "We're  in  the  right 
place  at  the  right  time,"  says  Zander. 

The  duo  claims  it  can  keep  TWA  run- 
ning indefinitely  without  a  cash  infusion. 
TWA  is  taking  in  10%  to  1.5%  mor-e  per 
ticket  domestically  than  last  year,  when 
fare  wars  hit.  Along  with  fuller  [ilanes, 
that  puts  the  company  on  firmer  gi'ound. 
TWA  will  also  sell  part  of  its  interest  in 
its  computer-reservations  system.  And 
with  cost  cuts,  that  should  "more  than 
satisfy  the  cash  recjuired  to  be  an  ongo- 
ing entity,"  Zander  says. 

But  TWA  can't  survive  long  term  witli- 
out  a  major  investment,  experts  say. 
Earlier,  usAir  Inc.  had  made  noises 
about  buying  all  or  part  of  TWA  after 
concluding  its  deal  with  British  Airways 
PLC,  but  those  plans  have  apparently 
been  dropped.  Analyst  Robert  Mann  at 
consultant  Simat  Heliiesen  &  Eichner 
Inc.  figures  the  airline  needs  $1  billion  in 
fresh  capital  to  train  personnel  and  uj)- 
grade  its  systems.  Wilson  counters  that 
the  airline  can  run  on  its  own  for  now 
but  adds  that  once  TWA  restores  confi- 
dence, "we'll  be  looking  for  alliances  on  a 
strategic  basis." 

Confidence  may  be  building.  .Jean  Ep- 
ping,  president  of  Santa  Cruz  Travel 
Inc.  in  California,  says  bookings  on  TWA 
are  up  30%  so  far  this  year  and  i)re- 
dicts  a  "revitalization  of  TWA."  And  twa 
has  one  expert  betting  on  its  survival: 
Robert  L.  Crandall.  In  February,  1992,  at 
his  annual  press  dinner,  the  chairman 
of  American  Airlines  l)et  a  Miami  Herald 
reporter  $50  that  TWA  would  endure. 
Crandall  won.  This  February,  he  l)et 
double  or  nothing  on  at  least  another 
year. 

By  Kevin  Kelly  in  Chicaijo,  with  An- 
drea Rothman  in  New  York 


^LL  IT 

A  lAA^TuTi'  FOR  NOTHING 


Streamlining  compliance  could  pump  billions  into  the  economy 


For  years,  such  lofty  issues  as  fair- 
ness and  flatness  have  dominated 
the  debate  over  the  nation's  tax 
law.  This  year,  as  Apr.  15  approaches, 
it's  clear  that  another  issue— the  revenue 
code's  infernal  complexity— should  grab 
the  spotlight.  The  staggering  cost  of 
comi)lying,  with  constantly  shifting  rules 
is  hurting  the  competitiveness  of  Amer- 
ican business,  acting  as  an  aerodynamic 
drag  on  the  nation's  econom- 
ic efficiency. 

A  soon-to-be-pul)lished 
study  by  University  of  Mich- 
igan economist  Joel  Slemrod 
suggests  that,  on  average, 
big  U.  S.  companies  spend 
nearly  $1.5  million  a  year  on 
corporate  income-tax  com- 
pliance. Add  excise,  payroll, 
and  other  taxes,  and  the  to- 
tal tab  for  business  could 
approach  $100  billion,  ac- 
cording to  economists  famil- 
iar with  Slemrod's  data. 
That's  20  times  what  the  nation's  Inisi- 
nesses  spent  last  year  for  computer  soft- 
ware. Meanwhile,  individuals  spend  $5 
liillion  a  year  for  professional  tax  assis- 
tance and  an  additional  $30  billion  of 
their  own  time  to  wade  thi'ough  their 
1040s,  Slemrod  found  in  an  earlier  study. 
"The  complexity  and  administrative  bur- 
den is  overwhelming,"  says  Alvin  Royse, 
a  tax  partner  in  the  San  Jose  (Calif.) 
office  of  Deloitte  &  Touche. 
CREEPING  COMPLEXITY.  The  code's  im- 
penetrability has  riled  even  those  who 
make  their  living  interpreting  it.  That's 
one  reason  why  pressure  is  l)uilding  for 
vast  streamlining.  Says  Fi'ed  T.  Gold- 
Ijerg  Jr.,  who  has  served  as  both  com- 
missioner of  the  Internal  Revenue  Ser- 
vice and  Assistant  Treasury  Secretary 
for  Tax  Policy:  "The  tax  system  ought 
to  be  smashed.  We  need  radical  sim- 


OUGHT  TO  BE 
SMASHED.  WE  NEED 
RADICAL 
SimiFICATION/' 
SAYS  A  FORMER 
IRS  COMMISSIONER 


plification."  That,  of  course,  was  a 
goal  of  the  1986  Tax  Reform  Act. 
two  years  of  political  trade-offs  oblit 
ed  that  aim:  The  returns  of  compt 
and  high-income  individuals  got  ( 
more  convoluted. 

Pi-esident  Clinton  is  not  even  prel 
ing  to  simplify  the  code  as  he  rew 
the  nation's  economic  policy.  He  has 
posed  making  life  a  bit  easier  for 
panics  that  are  subjec 
the  Alternative  Minii 
Tax  (AMT).  But  his  prop 
investment  tax  credit 
his  plans  to  raise  taxe 
U.  S.  businesses  opera 
overseas  will  make 
nightmai'ish  code  even  i 
complicated. 

This  complexity  has 
creeping  into  the  law 
years.  In  part,  that's 
cause  poHticians  have 
the  tax  code  as  a  sourc 
revenue  and  a  form  of  1 
ness  and  social  engineering.  Every 
Washington  changes  a  tax  provi; 
lawyers  and  accountants  find  a  techi 
ity  to  avoid  the  trap.  The  IRS  trie 
close  the  loophole,  either  through  r 
lation  or  litigation.  Eventually,  th^ 
sue  gets  back  to  Congress,  where  cc 
rate  lobbyists  and  government 
lawyers  start  their  duel  all  over  ag 
Most  of  America's  major  trading  ] 
ners  have  enormously  complex  tax 
tems,  too:  Companies  must  cope  wi 
value-added  tax  as  well  as  an  inc 
tax,  which  can  be  subject  to  poll 
negotiation.  But  none  have  overha 
their  tax  laws  a  half-dozen  times  s 
1981.  And  their  income-tax  systems 
based  largely  on  book  income,  ra 
than  on  the  separate  tax  accounting 
tem  I'equired  in  the  U.  S.  Says  Ro 
Perlman,  who  heads  the  tax  departr 


WHERE  THE  NASTIEST 
GOBLINS  DWELL 
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FOREIGN  TAXES 


Companies  that  do  business  overs 
compliance  and  record-keeping  he 
The  worst:  Figuring  the  foreign  ta 
and  properly  pricing  transfers  bet\ 
U.S.  companies  and  offshore  affili; 


52  BUSINESSWEEK/APRIL  19,  1993 


COVER 


Ji\  n'l  Corp.:  "It's  just  thai  ihcirs  isn't 
H  !'s  work  for  100  people  in  every 
X  )rati()n." 

f  e  outcome  can  be  measured  by  a 
|t  y  of  depressing  statistics.  Major 
|[  anies  file  as  many  as  800  separate 
1^  eturns  every  year.  And  last  year, 
|i|  ess  sent  the  iRS  more  than  1  billion 
|(j  ments  reporting  wages,  interest, 
iri  he  like. 

;  ]  jividuals  fare  no  better.  Although 
spent  some  $72  million  on  tax-prep- 
on  software  last  year,  about  half  of 
ixpayers  just  gave  up  and  turned 
their  1040.S  over' 


1040 


Consider  something  as  basic  as  de- 
preciation. The  law  changed  so  often  in 
the  '8()s  that  similar  pieces  of  equipment 
have  to  be  depreciated  under  six  differ- 
ent schedules.  "We  have  to  keep  four 
sets  of  books,"  complains  Alcoa's  tax 
chief,  Linda  B.  Burke. 

The  AMT  requires  its  own  depreciation 
calculation.  More  than  60%  of  compa- 
nies are  subject  to  the  tax,  which  was 
enacted  to  prevent  businesses  from 
avoiding  all  lial)ility.  But  the  AMT  has 
evolved  into  a  parallel  tax  system,  with 
its  own  set  of  rules  and  regulations. 

For  Corporate  America,  the  biggest 
cost  may  be  in  business 


I'aul  R.  Huard,  chief  tax  loliljyist  at  the 
National  Association  of  Manufacturers. 

For  the  past  few  years,  the  IRS  has 
been  trying  to  ease  administrative  costs. 
For  instance,  it  has  written  some  broad 
regulations  that  avoid  the  old  trap  of 
trying  to  anticipate  and  close  every  pos- 
sible loophole.  And  it  has  been  trying  to 
smooth  relations  with  the  nation's  1,300 
biggest  comi)anies  under  continuous  aud- 
it by  explaining  up  front  the  auditors' 
specific  concerns.  "The  IRS  is  working 
very  hard  to  make  this  process  less  of  a 
burden,"  says  Alcoa's  Burke. 

The  IRS  seems  eager  to  continue  its 
efforts.  But  dramatic  cuts  in  the  compli- 
ance burden  can  come 
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irofessionals— at  an  average  cost  of 
it  $150.  But  when  matters  get  tricki- 
fees  can  explode.  Deloitte's  Royse 
;  one  client  this  year  had  an  adjusted 
js  income  of  about  $150,000,  mostly 
n  partnership  investments.  But  it 
cost  $12,000  to  have  his  return  done. 
I  is  businesses,  however,  that  are 
]y  drowning  in  paper.  Aluminum  Co. 
\merica  has  a  tax  staff  of  43  and 
nds  nearly  $7  million  a  year  on  com- 
nce,  tax  planning,  and  paperwork— 
rly  30%  of  its  profits.  It  spends 
,000  a  year  just  for  a  computer  pro- 
m  to  help  keep  things  straight.  Hew- 
-Packard  Co.  spends  as  much  as  $30 
lion  for  compliance.  Small  outfits  are 
5  able  to  cope.  "I  don't  think  any 
ill  company  can  comply  on  its  own 
ess  we  have  full-time,  in-house  tax 
istance,"  says  Paul  R.  McCusty,  treas- 
r  of  Ohio  Art  Co.  in  Bryan,  Ohio. 


decisions  that 
are  skewed  by  the  tax  laws.  Some- 
times companies  will  engage  in  Houdini- 
like  contortions  simply  to  avoid  tax.  But 
often,  they  will  pass  up  opportunities 
just  to  dodge  compliance  headaches. 
CONTINUOUS  AUDITS.  One  example:  the 
taxation  of  comi)anies  doing  business 
abroad.  "Complexity  deters  a  lot  of  com- 
panies from  even  getting  into  interna- 
tional trade,"  observes  Tom  Ochsen- 
schlager,  a  partner  at  the  accounting 
firm  Grant  Thornton.  "The  minimum 
sales  will  never  justify  the  tax  complex- 
ity you're  going  to  get  initially."  So, 
he  says,  companies  avoid  foreign  mar- 
kets or  do  their  l)usiness  through  costly 
middlemen. 

Foreign  taxes  are  a  huge  problem  at 
the  biggest  multinationals  as  well.  At 
Hewlett-Packard,  17  staffers  do  nothing 
but  foreign  tax  issues,  vs.  four  a  decade 
ago.  "The  system  just  breaks  down 
when  you  have  foreign  operations,"  says 


only  from  Congress  and  the  President. 
Business  executives  are  increasingly 
coming  to  support  a  national  consump- 
tion-based tax  system.  Some  support  a 
European-style  value-added  tax.  Others 
prefer  a  consumed-income  tax,  much  like 
the  so-called  "flat  tax."  Each  could  be 
far  simpler  than  the  current  income-tax 
system.  But,  in  the  end,  that  will  dejiend 
on  the  politicians.  For  instance,  a  multi- 
rate,  multi-exemption  VAT  could  end  up 
being  as  much  of  a  headache  as  the  cur- 
rent system. 

President  Clinton  has  shown  a  flicker 
of  interest  in  a  VAT.  But  given  his  other 
distractions,  a  code  overhaul  seems  far 
off.  Yet  if  Clinton  did  simplify  the  code 
enough  to  cut  the  compliance  burden  in 
half,  he  would  pump  at  least  $50  billion 
into  the  soggy  economy.  That's  three 
times  more  than  the  stimulus  package 
that  is  the  centerpiece  of  his  young 
Presidency. 

By  Howard  Glecknian  in  Wtishington, 
ivith  Nancy  Peacock  in  Cleveland 


DEPRECIATION 


s  have  changed  so  often  over 
15  years  that  identical  pieces  of 
nt  may  be  depreciated  in  any 
dozen  different  ways,  depending 
they  were  bought. 


ALTERNATIVE  MINIMUM  TAX' 


The  AMT  has  its  own  depreciation 
schedule.  Companies  must  keep  three 
complete  sets  of  books — one  for  financial 
accounting,  one  for  the  regular  tax,  and 
a  third  for  the  AIVIT. 


PENSIONS 


These  rules  are  so  complex  that  many 
accountants  won't  tackle  them.  They're 
especially  complicated  for  businesses  with 
multiple  plans.  Penalties  for  mistakes  are 
severe  and  can  mean  dissolving  the  plan. 


RNMENT 
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SMART,  MOTIVATED,  CHEAP- 
AMD  A  POTENT  NEW  ECONOMIC  FORCE 
TO  BE  RECKONED  WITH 


MEXICAN  PRODUCTIVITY 
LEAPS  AHEAD... 

PRODUCTIVITY  GROWTH  IN  MANUFAaURING 
f  IVE-YUR  ANNUAL  AVERAGE 


.AND  WAGES  ARE 
MOVING  UP... 

WAGES  AND  BENEFITS 
OF  INDUSTRIAL  WORKERS 


.BUT  MEXICANS  Ei 
LESS  THAN  ASIA 

WAGES  AND  BENEFITS 
OF  INDUSTRIAL  WORKER 


MEXICO  $2.17 


HONG  KONG 


ONLY  A  FRACTION 
MERICAN  WAGES 

WAGES  AND  BENEFITS 
OF  INDUSTRIAL  WORKERS 

DOLLARS  PER  HOUR,  1990 


TOBACCO 

•NIC 
ENT 

tlAL  & 
MACHINERY 

US 

i  PARTS 
STEEL 


MEXICO 
$1.94 

U.S.  1 
$10.31 

W 

1.67 

13.42 

1.54 

13.96 

2.02 
2.61 

15.97 
18.96 

2.75 
3.20 

21.93 
24.26 

BETTING  ON  THE 
FUTURE  AND 
STAYING  PUT: 

ARTURO  ARRIAGA, 

A  STEEIWORKER 

AT  CALVAK,  IS 

MAKING  LESS  THAN 

HE  WOULD  ASA 

NONSKILLED 

LABORER 

IN  THE  U.S., 

BUT  HE  WOULDN'T 

THINK  OF  LEAVING 

MONTERREY 


Arturo  Arriaga  closes  the  sheet  of  steel  he 
uses  for  a  door,  fastens  a  chain,  and  snaps 
shut  the  padlock.  The  23-year-old  Monter- 
rey worker  can't  afford  much  more  than  a  spare 
cinder-block  house  with  no  phone.  Still,  he  consid- 
ers himself  on  the  fast  track.  Since  beginning  a 
new  training  program  at  Galvak,  a  specialty  steel 
company,  he  and  his  co-workers  have  seen  pro- 
ductivity skyrocket  and  their  pay  nearly  double, 
to  $13.38  a  day.  If  Arriaga  passes  his  next  test, 
he'll  get  another  promotion.  Sure,  Arriaga  says, 
Mexican  dishwashers  and  farm  workers  earn 
more  in  the  U.  S.  "But  here  I  have  a  real  career." 

As  Arriaga  and  millions  of  other  Mexican  work- 
ers pursue  their  careers,  few  realize  how  closely 
their  progress  is  monitored — and  controlled — by 
government  officials.  Every  Thursday  morning 
for  the  past  six  years,  a  cadre  of  economists, 
including  six  Cabinet  members  and  top  business 
leaders  and  union  offi- 
cials, has  gathered 
around  a  large  table  in 
the  Labor  Secretariat  oi' 
fices  in  Mexico  City 
There  they  thrash  oui 
agreements  that  control 
prices  and  wages  ami 
brainstorm  on  ways  to 
boost  productivity.  It's 
the  kind  of  social  pact 
that  has  been  tried  in 
many  other  Latin  Ameri- 
can countries.  But  only 
in  Mexico,  with  its  one- 
party  rule,  have  such 
agreements  stuck.  Man- 
dated by  the  country's 
leading  economist,  Presi- 
dent Carlos  Salinas  de 
Gortari,  the  goal  is  to  lift 
the  productivity  of  Arriaga  and  his  fellow  work- 
ers to  First  World  levels. 

In  their  drive  to  modernize  Mexico,  Salinas  and 
his  planners  command  nearly  every  variable  of 
the  economy.  To  smother  inflation  and  preserve 
Mexico's  huge  labor  cost  gap  with  U.  S.  and  other 
producers,  Salinas  fixes  salaries  through  a  com- 
plex business-labor  agreement  that's  known  as  el 


Salinas  runs  an 
economy  closer 
to  the  Asian 
model  than  any 
in  the  West 
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overSto 


pacto.  He  anoints — and  boots  out — labor 
union  bosses  and  state  governors  alike. 
A  few  years  ago,  he  quietly  banished  an 
obstreperous  American  president  of 
Chrysler  de  Mexico,  who  was  quickly 
replaced  by  a  Mexican.  Salinas'  techno- 
crats juggle  import  duties  and  steer  in- 
vestment from  one  region  to  another. 

In  short,  Salinas  and  his  number- 
crunchers  run  a  near-command  economy, 
much  closer  to  the  Asian  model  than  any 
other  country  in  the  West.  It  has  pro- 
duced an  astounding  success.  Today, 
Mexican  workers  are  reaching  for  better 
and  better  industrial  jobs.  But  to  clinch 
Mexico's  modernization,  Salinas  wants 
to  link  his  small,  top-down  economy  to 
the  freewheeling  giant  to  his  north 


THE  lOPSIDED 
NAFTA  TRADE 
BlOC 

The  U.S.  economy 
towers  over  North 
America,  but  4  in  1 0 
new  job  seekers 
come  from  Mexico 


OAIt:  U  S.  COMMtta  KPT.  STAmiKS  OUUDA,  MfXKAII  fVUKl  StOflUUI 


through  the  North  American  Free  Trade 
Agreement. 

It's  an  unprecedented,  politically  ex- 
plosive First  World-Third  World  mar- 
riage. As  Mexicans  climb  up  the  job  lad- 
der, they  in  essence  fight,  mauo  a 
mano.  for  U.S.  jobs.  As  hundreds  of 
thousands  of  unemployed  U.  S.  workers 
have  discovered,  "the  jobs  in  the  U.  S. 
that  are  vulnerable  are  not  the  S6-an- 
hour  jobs,  but  the  S18-an-hour  ones," 
says  Harley  Shaiken,  labor  economist  at 
Universitv  of  California,  San  Diego.  "It 


goes  to  the  core  of  the  U.  S.  industrial 
base."  And  Mexico's  overarching  gov- 
ernment raises  the  question  whether  it 
is  possible  to  integrate  work  forces  man- 
aged under  such  different  rules. 

Indeed,  Northern  eyes  are  opening  to 
the  powerful  advantage  Mexico  has  in 
its  young,  rapidly  growing,  low-cost  la- 
bor pool.  Nearly  four  out  of  ten  18-year- 
olds  entering  the  continental  labor  mar- 
ket are  Mexicans — this  in  a  country  with 
a  mere  5'  ^  of  U.  S.  gross  national  prod- 
uct. Strengthening  Mexico's  hand  are 
low  wages  and  high  productivity.  Pay  in 
Mexico  remains  about  one-sixth  the  U.  S. 
level,  while  productivity  has  grown  at 
twice  the  U.  S.  rate  in  the  past  five  years 
(charts,  page  84).  The  most  dramatic 
gains  are  at  corporations  such  as 
Ford,  General  Electric,  and  IBM, 
whose  Mexican  plants  match  and  of- 
ten surpass  their  U.  S.  counterparts 
in  productivity  and  quality.  Since  Sa- 
linas' term  started  in  1988,  S26  bil- 
lion has  flowed  into  Mexico  in  part 
for  new  plants  and  to  upgrade  exist- 
ing ones,  helping  to  create  2  million 
new  jobs,  as  the  U.  S.  has  shed  them 
by  the  thousands. 

ONE-WAY  FLOW.  Salinas  has  man- 
aged Mexico  almost  too  well.  Its 
quick  climb  is  now  shaking  the 
philosophical  underpinnings  of  a 
North  America  Inc.  Traditional  free- 
market  thinking,  embodied  in 
X.-\FT.\,  maintains  that  job  growth  in 
Mexico  makes  for  a  more  prosper- 
ous region  while  slowing  migration 
to  the  north.  That  prosperity  will 
increase  the  appetite  for  U.  S.  ex- 
ports, thus  preserving  high-wage 
jobs  in  the  U.  S.  But  now  a  growing 
chorus  of  XAFT.A  opponents  argues 
that  Mexico's  industrial  policy  cre- 
ates an  unlevel  playing  field.  With 
the  government  holding  down  sala- 
ries and  keeping  a  tight  grip  on 
unions,  critics  say,  Mexico  will  suck 
in  the  jobs,  all  right.  But  with  wages 
held  down,  Mexicans  can  afford  to 
buy  little  of  what  they  make.  That 
could  spell  delayed  gratification  for 
Mexicans  and  the  U.  S.  exporters 
who  await  their  prosperity. 
The  stage  is  set  for  a  bruising 
battle  over  xafta  in  Washington.  De- 
bate is  focused  on  two  side  agree- 
ments— on  labor  rights  and  environmen- 
tal regulations,  xafta  foes  from  Ralph 
Nader  to  Lane  Kirkland  seek  to  weaken 
Salinas'  .grip  on  the  economy,  treating 
Mexican  labor  as  an  unfair  trade  advan- 
tage needing  to  be  offset  by  a  "social" 
tariff  in  some  cases.  But  Salinas,  who 
chooses  a  successor  this  fall  and  bows 
out  in  late  1994,  needs  to  broker  a 
smooth  transition.  He  can  be  expected  to 
resist,  with  diplomatic  pressure  and  a 


lobbying  barrage,  any  side  deals 
would  crimp  his  power  (box,  page  ' 

Who  are  these  formidable  neigl 
of  the  U.  S.?  They're  some  10  m 
skilled  and  semiskilled  workers,  thi 
third  of  Me.xico's  work  force.  From 
ico's  dusty  Silicon  Valley  outside  Gi 
lajara  to  the  Pacific  canyons  soul 
San  Diego,  they're  adapting  quick 
the  latest  Japanese  production  sys1 
They're  taking  the  controls  of  mi 
dollar  machines  and  are  churning 
world-class  autos,  TVs,  and  compi 
"People  who  live  in  little  villages 
dirt  roads  can  handle  any  job  we 
them,"  says  Charles  Parks,  preside 
Guadalajara  circuit-board  maker  Ad 
tos  de  Tecnologia,  a  subsidiary'  o 
Systems  Inc.  in  Huntsville,  Ala. 

And  how  do  they  turn  out  such 
quality  work"?  Mexicans  are  not  onl 
ger  for  work  and  cheap  to  hire  but 
are  also  a  cinch  to  train.  Paying  a  ra 
S2  to  S3  an  hour,  companies  can  a: 
months  of  training,  indoctrinating  \ 
ers  with  the  latest  quality  and  lean- 
ufacturing  systems.  The  workers 
also  young  and  open  to  new  metl 
After  a  decade  of  economic  crisis 
the  halving  of  their  buying  power,  I 
cans  are  also  hungry,  willing  to  ' 
hard  and  long.  Top  talents  hone 
skills  at  the  many  branches  of  Mo 
rey's  Institute  of  Technology'.  B 
them,  a  vast  fix-it  society,  bon 
years  of  scraping  by,  is  putting  it 
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tlie  bottom  tier  of  worker 

\<>m  with  Httle  schoohng, 
^  pre-industrial  world 
knives  on  grindstones 
'•  lo  bicycles  and  hitch 
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A  s  that  he  must  speed 
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OUT  OF  LINE, 
OUT  OF  A  JOB: 
INDUSTRIAL 
CNCiNEER  ELIGIO 
RODRIGUEZ  ClAIMS 
HE  WAS  f  IRED 
FOR  TRYING 
TO  ORGANIZE 
A  UNION 


HIGH-TECH 
TYROS:  MIREYA 

RUIZ  DEVELOPS 
SOFTWARE 
FOR  IBM  IN 
GUADALAJARA, 
WHERE  SKILLS  ARE 
AS  HIGH  AS  IN 
THE  U.  S. 

for  Mexican  duty. 
Friends  treated 
him  as  a  turncoat 
as  Cummins  laid 
off  100  workers  in 
Fastoria.  "I  lost  a 
lot  of  friends  up 
there,  but  I  gained 
a  lot  down  here," 
he  says. 

The  San  Luis  op- 
eration is  one  of 
Cummins'  best-rat- 
ed in  the  world.  Its 
work  force  is 
young — the  aver- 
age age  is  25 — and 
highly  educated. 
In  fact,  the  local 
university  pumps 
out  so  many  engi- 
neers that  many 
of  them  accept  work  on  the  factory  floor 
just  to  get  a  foot  in  the  door.  The  compa- 
ny sends  workers  for  training  to  the 
U.  S.,  and  it  organizes  them  in  self-man- 
aged teams,  where  they  learn  a  broad 
range  of  jobs.  Pay  is  low,  with 
most  workers  earning  about 
$80  a  week,  plus  another  $50 
in  government-mandated  bene- 
fits. But  in  a  country  with  no 
unemployment  benefits,  the 
union  doesn't  press  hard  for 
higher  pay.  "They're  more  in- 
terested in  job  creation,"  says 
Norman  Brown,  the  plant 
manager.  And  more  jobs  are 
coming,   thanks   to  the  fac- 


tory's high  quality  and  low  costs.  Cum- 
mins is  everything  Salinas  is  after:  It's 
modern,  international,  and  strongly  inte- 
grated into  Mexico's  economy,  buying 
307'  of  its  parts  locally. 

Plants  such  as  Cummins'  are  the  cul- 
mination of  Mexico's  long  march  up 
from  the  maquiladora,  or  border  as- 
sembly plant.  A  decade  ago,  when  Mexi- 
co still  ran  a  protected  economy,  it  rent- 
ed its  excess  cheap  labor  to  U.  S. 
companies.  The  result  was  clusters  of 
maqiiiladoras  along  the  U.  S. -Mexico 
border.  Hundreds  of  thousands  of  work- 
ers handled  piecework  for  U.  S.  industry, 
assembling  imported  parts  and  sending 
them  back  across  the  Rio  Grande. 

It  was  with  that  simple  exchange  of 
labor  that  Salinas  sold  free  trade  and 
Americans  embraced  it.  Instead  of  send- 
ing offshore  work  to  Asia,  the  thinking 
went,  send  it  to  Mexico.  But  a  funny 
thing  happened  on  the  way  to  North 
American  unity.  Far  from  Salinas'  whiz 
kids  in  Mexico  City,  in  the  vast  deserts 
of  Mexico's  north,  U.  S.  auto  makers  un- 
covered the  potential  of  young,  semi- 
skilled Mexican  workers.  By  the  late 
1980s,  Buick  Centuries  and  Mercury 
Tracers  made  in  Mexico  were  winning 
quality  awards;  Mercedes-Benz  and  Nis- 
san Motor  Co.  were  setting  up  plants; 
and  Salinas'  chief  asset,  his  vast  labor 
pool,  was  suddenly  enhanced  by  the  new 
mantra  "(luality." 

UPGRADE  OR  ELSE.  The  carmakers  re- 
main the  showcases  for  Mexican  quality. 
But  other  manufacturers  are  taking  the 
time  to  train  young  Mexicans — and  reap- 
ing rewards.  The  turnaround  began  sev- 
en years  ago,  when  Mexico  joined  the 
General  Agreement  on  Tariffs  &  Trade 
and  tore  down  its  trade  barriers.  Sud- 
denly, companies  that  were  producing 
overpriced  goods  for  Mexico's  closed 
economy  had  to  upgrade  operations  to 
world-quality  levels.  Otherwise,  they 
would  be  buried  by  cheap  imports.  That 
spurred  an  industrial  revolution  in  Mexi- 
co. For  the  first  time  ever,  companies 
demanded  quality  from  Mexico's  indus- 
trial workers.  And  they 
delivered. 

Now,  an  industrial 
elite  led  by  companies 
such  as  GE,  Kodak, 
Goodyear,  Nissan,  and 
a  handful  of  Mexican 
blue-chips  is  doing  the 
heavy  lifting  for  Sali- 
nas' modernization.  The 
President  personally  co- 
ordinates this  invest- 
ment, wining  and  dining 
executives,  often  bend- 
ing his  schedule  to  ac- 
commodate them.  One 
time,  even  as  he  was 
heading  abroad,  Salinas 
squeezed   in   time  for 
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Microsoft  is  com- 
mitted to  pro- 
viding the  fastest, 
most  reliable 


technical  support 
in  the  industry. 


EVER  WONDER  WHAT  HAPPENED  TO 
THAT  BRAINY  KID  WITH  ALL  THE 
RIGHT  ANSWERS?  WE  HIRED  HER. 


In  fact,  we've  hired  1500  other 
smart  people  just  like  her. 

Why?  So  you  can  have  access  to 
the  very  best  technical  support 
in  the  industry. 

So  whenever  you  call  us  with  a 
question,  you'll  get  the  right  an- 
swer, right  away. 

And  so  you  can  get  your  job 
done  easier.  Faster.  Better.  Whether 
you're  discovering  the  magic  of 
spreadsheet  formulas  for  the  first 
time.  Or  you're  just  looking  for 
the  smoothest,  simplest  way  to  zip 
around  the  Microsoft  Wmdows" 
operating  system. 

The  way  we  see  it,  as  people  ex- 
plore the  limits  of  today's  more 
powerful  products,  the  job  of  pro- 
viding support  becomes  critical. 

So  at  Microsoft,we're  doing  the 
most  we  can  to  help. 

It's  like  having  1500  good 
friends  in  the  software  business.  Or 
like  you're  sitting  conveniently 
close  to  the  smartest  kids  in  class. 
And  you  get  to  copy  their  notes. 

Making  it  easier 


©  1993  Microsoft  Corp.  All  rights  rcscr\'cd,  Pnntt  d  in  ihv  USA,  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corp. 


General  Electric  Chairman  John  F. 
Welch  Jr.,  picking  up  Welch  in  his  limou- 
sine and  chatting  with  him  on  the  way  to 
the  airport.  The  personal  attention  didn't 
hurt.  In  the  past  three  years,  Welch  has 
invested  $400  million  to  build  refrigera- 
tors and  ranges  in  Mexico. 

To  be  sure,  Mexico  still  has  plenty  of 
problems.  Roads  are  cratered  and  crowd- 
ed border  cities  are  chaotic.  And  Salinas 
has  yet  to  root  out  much  of  the  corrup- 
tion, from  traffic  cops  to  customs  offi- 
cials on  the  take.  Plenty  of  U.  S.  busi- 
nesses are  happy  to  stay  north. 

But  for  those  who  head  south,  Salinas 
has  helped  clear  the  way  with  industrial 
policies  like  el  pacto,  Mexico's  national 
wage  and  prices  contract.  First  unveiled 
as  an  anti-inflation  pro- 
gram in  1987,  el  pacto  es- 
tablished guidelines  on 
prices  and  wages  endorsed 
by  business  and  labor.  It 
gave  Salinas  control  over 
Mexico's  transition  from  a 
closed  to  an  open  economy. 
Answering  critics  who 
complain  about  squelched 
wages,  Salinas  and  his 
team  stress  the  war  on  in- 
flation. Says  Treasury  Sec- 
retary Pedro  Aspe:  "Infla- 
tion is  the  cruelest  tax  on 
the  poor." 

Over  the  years,  Salinas 
shifted  the  focus  from 
prices  to  productivity. 
When  the  usually  submis- 


Low  wages  at 
maquiladoras 
allow 

companies  to 
introduce 
state-of-the-art 
equipment  and 
techniques 


sive  unions  strike  for  higher 
wages,  Salinas  and  his  econo- 
mists look  at  production.  If 
the  workers  meet  world  stan- 
dards— as  do  the  Ford  Motor 
Co.  workers  who  struck  at 
Hermosillo  earlier  this  year — 
Salinas  often  lets  the  strike 
run  its  course.  Ford  workers 
in  March  won  a  wage  hike 
that  has  been  hushed  up  but  is 
widely  suspected  of  surpass- 
ing ('/  pacta's  limits.  Ford  officials  deny 
this.  Indeed,  wages  could  eventually  inch 
up,  as  they  have  in  Korea  and  Taiwan, 
eating  into  Mexico's  advantage.  But 
when  workers  do  not  pass  muster  on 
productivity,  the  government  can  deem 
the  strike  "political"  and 
declare  it  "nonexistent." 
That  forces  workers  to 
give  up  either  the  strike  or 
their  jobs. 

Salinas  established  the 
new  rules  for  labor  last 
summer  in  what  became  a 
battle  for  the  country's  in- 
dustrial future.  While  Sali- 
nas has  never  hesitated  to 
hammer  union  bosses  who 
crossed  him  politically,  the 
President  drew  a  new  eco- 
nomic line  with  a  strike  at 
Volkswagen  de  Mexico. 
The  battle  erupted  when 
the  government-controlled 
union  at  VW,  based  in 
Puebla,   signed   on   to  a 


POTOSI 

POWERHOUSE: 

GENERAL  ELECTRIC 
HAS  INVESTED 
$400  MILLION  TO 
BUILD  APPLIANCES 
IN  MEXICO  OVER 
THE  PAST 
THREE  YEARS 


massive  restructuring  p 
raise  productivity.  VW  mi 
ment  insisted  the  new 
ment  was  vital  for  globa 
petitiveness.  This  was  1 
idle  talk,  since  VW  suppli 
entire  North  American  n 
from  Puebla.  But  a  grc 
dissidents,  fearing  layof: 
posed  the  plan.  After  we 
a  bitter  strike,  Salinas 
VW  permission  to  rip  u 
union  contract.  The  company  pre 
fired  14,000  workers  and  rehired 
them,  minus  some  300  dissidents, 
a  new  contract.  Within  days,  v 
vamped  its  entire  Mexico  operatioi 
German  carmaker's  first  such  e 
ment  anywhere.  Out  is  the  old  ser 
system.  Training,  lots  of  it,  is  a 
Workers  are  now  promoted  accord 
skills  and  performance. 

The  dispute  redefined  the  str 
role  of  Mexican  labor.  For  50 
workers  have  been  a  pillar  of  th< 
party  system — strikebreakers,  pr 
leaders,  gofers,  and  above  all,  Ii 
tional  Revolutionary  Party  (PRI)  ley 
The  longtime  union  leader,  93-ye 
Fidel  Velazquez,  had  workers  in  lo( 
behind  the  PRI  for  decades.  Now  t 
vored  union  leaders  are  like  Fra 
Hernandez  Juarez,  head  of  the  tele 
workers'  union,  who  has  jumped  oi 
nas'  productivity  bandwagon.  T 
workers  are  economic  soldiers  mar 
Mexico  into  the  global  economy. 
Leading  this  army  of  workers  1: 
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;|  is  a  cadre  of  internationally 
iiiana{?ers  and  engineers.  Take 
I  londo,  a  44-year-old  Mexico  City 

.  v\  ho  went  to  high  school  in  Pitts- 

!  :ind  later  got  an  MBA  from  the 
ly  of  San   Francisco.  Fifteen 
uo,  when  Berrondo  began  his  ca- 

j  Mabe,  a  Mexican  appliance  man- 
r,  his  international  experience 
1  little.  But  in  1989,  with  Mexi- 
nomy  opening,  GE  teamed  up 
;!ie  to  make  gas  stoves  in  San 
(isi  for  North  America.  Next,  GE 
into  Mabe's  refrigerator  manu- 
'  in  Queretaro.  Suddenly,  Ber- 
vho  runs  both  plants,  has  a 
'  lit  to  build  world-class  facilities, 
once-in-a-lifetime  chance  to  de- 
'jwn  manufacturing  system.  So 
I  is  borrowing  pieces  from  all 
world — some  from  a  trip  to  Ko- 
rs  from  his  dog- 
1  loks  on  Toyota 
liey-Davidson.  In 
iidly  expanding 
n  plant,  he  has 
(1    kanban,  or 
aie  systems,  bor- 
year  ago  from 

L.  Mexican  work- 
also  doing  jobs 

re  once  exclusive 
lerica's  high-tech 
)r.s.  Mireya  Ruiz, 
leveloping  software 
in  Guadalajara. 

band,  Jorge  Ra- 
ise >  a  programmer, 
there,  too.  Jobs  like 
ay  high  wages  for 
up  to  $1,600  a 

And  despite  IBM's 

in  the  U.  S.,  its 

I  iperation  saw  a 
in  sales  last  year 
liled  T/o  more  jobs 

l)ayroll.  The  head 
even  decided  to  move  a  big  soft- 
noject  from  Rochester,  N.  Y.,  to 
iajara,  where  software  engineers 
;  proficient  as  they  are  in  the 
and  half  as  cheap.  The  plant  is 

II'.m's  bright  spots  worldwide.  It 
M  tures  140,000  PS/2  personal 

!  s  and  4,400  AS-400  intermedi- 
iiputers  each  year — nearly  all  for 

e  typical,  though,  are  Mexicans 
vrturo  Arriaga,  the  Monterrey 
orker.  Two  years  ago,  the  high 
graduate  passed  a  battery  of  psy- 
ical  and  aptitude  tests  and  was 
in  an  elite  "multiskills  program" 
'Imaker  Galvak.  He  and  129  others 
t'd  night  classes  and  learned  how 
k  in  Japanese-style  groups.  Since 
productivity  has  jumped,  and  Ar- 
;  pay  has  risen  from  $47.75  to  $67 
"ek,  plus  overtime.  While  that  still 


doesn't  give  Arriaga  a  lot  of  money,  he's 
not  even  thinking  of  joining  his  mother, 
a  legal  immigrant  in  the  U.  S.  Screwing 
a  bulb  into  a  dangling  light  socket,  he 
explains:  "It's  rare  for  companies  to  in- 
vest so  much  in  training." 

They  sure  don't  along  the  2,000-mile 
border  with  the  U.  S.,  where  multination- 
als operate  in  a  sort  of  no-man's  land, 
with  one  foot  on  each  side  of 
the  border.  Originally,  no  one 
in  Mexico  City  or  Washington 
paid  much  attention.  Since  the 
maqui ladoras  bought  and 
sold  next  to  nothing  in  Mexico, 
government  economists  didn't 
even  consider  them  a  part  of 
domestic  industry.  But  while 
Mexico  was  preoccupied  with 
its  debt  crisis  in  the  1980s,  the 
maquiladoras  quietly  devel- 
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NO  RANGE  AT 
THE  HOME: 

IRONICALLY, 
MANY  MEXICAN 
WORKERS  STILL 
CAN'T  AFFORD 
TO  BUY  THE 
PRODUCTS  THAT 
THEY  TURN  OUT 


oped  from  simple,  labor-intensive  assem- 
bly into  sophisticated,  world-class  manu- 
facturing. 

Mexico's  junior-high-school  dropouts 
are  now  learning  the  skills  of  plastic 
injection,  manufacturing  TV  sets,  and  as- 
sembling refrigerators.  Companies 
benchmark  the  niaqiiiladoras  against 
competitors  in  Malaysia,  Taiwan,  and 
Korea.  "Now,  we  run  our  Mexican  fac- 
tories with  basically  the  same  premise  as 
in  the  U.  S.,"  says  James  Meyer,  senior 
vice-president  at  Thomson  Consumer 
Electronics  Inc.  in  Indianapolis.  "They 
use  state-of-the-art,  expensive,  very, 
very  modern  equipment.  These  are  not 
high-volume  sweatshops." 
MORALE  BOOSTS.  These  days,  Thomson 
doesn't  hesitate  to  haul  down  the  latest 
machinery  to  make  its  GE-  and  RCA-label 
TVS.  But  unlike  the  auto  and  appliance 
plants  in  Mexico's  interior,  the  maquila- 


doras don't  do  as  much  training,  point- 
ing to  the  high  turnover  rate — reaching 
207'  a  month.  Instead,  they  keep  wages 
low  and  can  afford  to  add  extra  layers 
of  quality  control. 

Plant  managers  go  to  great  lengths  to 
boost  morale  at  maquiladoras.  In  many 
ways,  they  turn  the  plants  into  industrial 
high  schools,  giving  their  young  drop- 
outs a  version  of  high  school 
life.  They  bus  the  workers  to 
and  from  work  and  give  them 
free  lunch.  They  plaster  walls 
with  booster  slogans  and  urge 
workers  to  play  on  the  plant's 
soccer  and  baseball  teams. 

Still,  workers  desert  the  ma- 
quiladoras in  droves,  some 
quitting  to  take  care  of  a  child, 
others  changing  just  to  switch 
baseball  teams.  There's  no  loss 
in  pay,  since  maquila- 
dora  associations  fix  sala- 
ries to  avoid  costly  bid- 
ding. But  after  trying  out 
two  or  three  maquila- 
doras, many  workers  re- 
turn home — or  cross  the 
U.  S.  border.  Others  take 
more  lucrative  work.  "If 
you  have  to  support  your- 
self, the  maquila?,  impos- 
sible," says  Virginia  Se- 
gura,  a  25-year-old 
prostitute  in  Tijuana  who 
solicits  business  on  a  cor- 
ner near  the  cathedral. 

While  the  maquila- 
doras can  boast  of  high 
growth  and  quality  manu- 
facturing, they're  a  pub- 
lic-relations disaster  for 
NAFTA.  Americans  looking 
for  a  preview  of  North 
American  free  trade  look 
first  to  the  border,  where 
they  see  industries  that 
prevent  their  low-wage 
workers  from  organizing,  while  Mexico 
City  looks  the  other  way. 

NAFTA  opponents  argue  that  this  im- 
balance keeps  Mexican  wages  low,  has- 
tening the  southward  migration  of  jobs 
and  dragging  salaries  downward 
throughout  the  region.  They  point  to 
workers  such  as  Eligio  Rodriguez,  a  33- 
year-old  industrial  engineer  in  Ciudad 
Juarez.  Rodriguez  says  he  was  fired  last 
summer  from  his  $123-a-week  job  at  a 
components  factory  called  Electronica 
Dale,  which  belongs  to  Vishay  Intertech- 
nology  Inc.  in  Malvern,  Pa.  Now  he's 
charging  they  fired  and  blackballed  him 
for  trying  to  organize  a  union.  Dale's 
personnel  chief,  Robert  Schmitt,  won't 
answer  questions  about  Rodriguez'  case, 
saying  only  that  Rodriguez  is  a  member 
of  the  leftist  Party  of  the  Democratic 
Revolution,  the  PRl's  main  opposition. 
That  small  conflict  in  Juarez  is  merely 
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one  signpost  pointing  to  the  battles  that 
lie  ahead.  But  in  the  long  run,  the  tur- 
moil certain  to  accompany  union — on 
both  sides  of  the  border — could  be  worth 
it.  After  all,  a  democratic,  productive, 
and  prosperous  Mexico  could  help  power 
North  American  growth  well  into  the 
21st  century.  But  it's  a  relationship  that 
needs  careful  handling.  Says  Xero.x 
Corp.  CEO  Paul  A.  Allaire:  "The  key  chal- 


lenge of  NAFTA  is  assuring  that  the  har- 
monization of  U.S.  and  Mexican  stan- 
dards is  upward,  not  downward." 

Meanwhile,  workers  at  the  GE-Mabe 
plant  in  Queretaro  are  soaking  up  every- 
thing they  can  from  an  English-lan- 
guage video  on  refrigerator  assembly. 
Asked  if  they  understand  English,  one 
answers  "Claw  que  si" — of  course.  The 
others  nod,  keeping  their  eyes  on  the  TV. 


These  are  new  North  American  ( 
ers,  ambitious  and  hardworking 
first  foreigners  ever  to  pursul 
American  dream  without  pullir 
stakes.  Without  leaving  home, 
Mexican  workers  are  changing  th(|| 
of  North  America. 

By  Stephen  Baker  in  Mexico  Cityl 
Synith  in  Monterrey,  and  Elizabeth  \i 
in  Ciudad  Juarez  ] 


NAFTA:  THE  'SIDE  AGREEMENTS'  TAKE  CENTER  STAGE 


George  Bush  negotiated  the 
North  American  Free  Trade 
Agreement,  coddled  it  in  Con- 
gress, signed  it — but  lost  re-election. 
Now,  with  the  trade  pact  awaiting  con- 
gressional approval,  it's  Bill  Clinton's 
agreement.  And  he's  facing  a  rising 
din  of  NAFTA  naysayers. 

Problem  is,  Clinton  can't  open  up  the 
signed  NAFTA  without  sinking  it.  So  he 
has  promised  to  add 
two  or  three  side 
agreements  to  the 
treaty,  covering  work- 
ers' rights  and  envi- 
ronmental standards. 
In  the  coming  months, 
all  of  the  continent's 
passion  on  both  sides 
of  the  free-trade  issue 
will  funnel  into  these 
side  agreements. 
GOP  REVOLT.  At  stake 
is  nothing  less  than 
the  entire  package. 
Says  Julius  L.  Katz, 
who  negotiated  the 
agreement  under  the 
Bush  Administration: 
"If  the  President 
plays  his  cards  wrong, 
this  thing  could  go 
down  the  drain." 

Clinton,  who  says 
he  wants  free  trade 
with  Mexico,  treads  a 
razor-thin  line.  Already,  con- 
gressional Democrats,  deluged 
by  anti-NAFTA  mail  and  phone 
calls,  are  scurrying  away  from 
the  trade  pact  in  droves.  Clin- 
ton will  need  sweeping  side 
agreements  to  bring  support- 
ers back.  But  if  the  agree- 
ments appear  to  wander  too 
far  from  Bush's  document, 
Clinton  could  face  a  revolt 
from  Republicans,  whose 
backing  is  vital. 

Clinton  seems  certain  to  retreat  at 
least  a  few  steps  from  unfettered 
trade.  To  beef  up  labor  rights,  U.  S. 


negotiators,  led  by  Trade  Representa- 
tive Mickey  Kantor,  are  looking  at  "so- 
cial" tariffs,  fees  to  be  imposed  on 
companies  found  guilty  of  skirting 
U.  S.  labor  standards  south  of  the  bor- 
der. Already,  NAFTA  requires  Company 
X,  making  toy  watches  in  Mexico,  to 
pay  proper  royalties  in  the  U.  S.  If  it 
doesn't,  Customs  can  confiscate  the 
watches  or  slap  on  high  tariffs.  Unions 


THE  BACKLASH 
UP  NORTH: 

FEELING  THE  HEAT 
FROM  LABOR, 
CONGRESSIONAL 
DEMOCRATS  ARE 
ABANDONING  THE 
FREE-TRADE  PACT 
IN  DROVES 


and  others  want  the  same 
mechanism  to  apply  to  compa- 
nies in  Mexico  that  don't  pay 
back  wages,  employ  children, 
or  pay  sub-minimum  wages. 
Another  proposed  remedy:  a 
special  "Section  301"  that 
would  give  U.  S.  companies  re- 
course if  they  claimed  unfair 
competition  due  to  repressed 
strikes.  Some  are  also  pushing 
a  fee  on  all  border-crossing 
transactions. 

For  Mexico's  President  Carlos  Sali- 
nas de  Gortari,  the  side  agreements 
are  just  so  much  meddling  from  the 


north.  But  he's  likely  to  swallow  tl 
after  putting  up  a  fight,  because 
alternative — the  collapse  of  NAFT/ 
far  worse.  Salinas  has  tied  his  p 
dency  to  NAFTA.  For  NAFTA  to  fall 
as  Salinas  is  selecting  a  succe 
would  weaken  the  free-trading  win 
the  ruling  Institutional  Revolutioi 
Party  (PRl)  at  a  crucial  juncture  in  1 
ico's  political  cycle.  It  would  strer 
en  nationalist  o 
nents  of  Salinas  ir 
and  outside  the 
And  it  would  link 
nas,  currently  reg 
ed  as  a  great  Mex 
President,  to  a  hi: 
ic  failure. 

Paradoxically, 
nas  didn't  need 
to  bring  about 
North-South  ecom 
marriage.  The 
countries  were 
ready  well  on  i 
way  toward  comi 
law  union. 
BUST?  But  Sali 
lietting  heavily 
Bush,  used  NAFT 
an  enormous  pn 
tional  campaign  t 
tract  investment, 
billions  of  dollars 
flowed  south  over 
past  four  years  he 
Salinas  balance  his  budget,  refin 
debt,  and  battle  inflation.  If  Ni 
falls,  the  economy  could  be  badly  s 
en,  if  only  temporarily,  as  fair-wea 
investors  flee  the  stock  market. 

Negotiators  from  both  countries 
the  challenge  of  hnking  the  1 
World  to  the  Third  with  common 
and  standards.  If  the  current  1 
warm  economic  climate  doesn't  per 
before  fall,  selling  NAFTA  to  skep 
Americans  could  be  one  of  Clini 
toughest  tests  yet. 

By  Douglas  Harbrecht  in  Washini 
with  Gei-i  Smith  and  Stephen  Baki 
Mexico  City 
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We  know  that  many  of  you  have  firm  opinions  about  which  countries  make  good  cars  and  which  countries 
don't.  We  also  know  that  most  of  you  aren't  stubborn  or  narrow-minded.  And  if  you  were  to  find  a  car  that 
excelled  in  every  way  a  car  can  excel,  you'd  give  serious  thought  to  buying  it,  no  mawer  where  it  came  from. 
That  brings  us  to  the  Chrysler  Concorde.  It's  built  around  a  new  automotive  architecture  called  "cab 
forward,"  which  results  in  more  room  than  any  Acura,  Lexus  or  Infiniti.  Its  24-valve  overhead-cam  V-6 


reriders  meaningless 
such  a(|ectives  as  Europeaff 
American  and  Japanese? 

—AutoWeek 


Chrysler  Concorde 


delivers  more  horsepower  than  a  BMW  525i,  and  more  torque  than  a  Nissan  300  ZX.  And  thanks  to  four- 


7m 


3^1 


'wheel  independent  suspension,  its  handling  is  what  AutoWeek  describes  as  "world  class."  Chrysler  has 


maintained  safety  leadership  with  standard  driver  and  passenger  air  bags.  Fully  loaded-and  that  means  V-6, 
four-wheel  anti-lock  brakes,  computerized  traction  control,  an  Infinity  sound  system,  and  glove  leather- 
trimmed  upholstery-the  Chrysler  Concorde  goes  for  $23,560.*  And  yes,  for  the  record,  it's  an  American  car.^ 
Just  think  of  it  as  an  elegant,  no-sacrifice  way  to  reduce  the  trade  deficit  For  information,  call  1-800-4A-CHRYSLER. 


ADVANTAGE : CHRYSLER 

A       DIVISION       OF       THE       CHRYSLER  CORPORATION 


j  t  limited  warranties  at  dealer.  Resmaions  apply.  3/56  excludes  normal  maintenance,  adjustments  and  wear  items,  *MSRP  example  with  options.  Title,  taxes  and  destmation  fee  extra.  Actual  prices  vary 
J.S.  coTUent  72%-  Assembled  by  Chrysler  Caruda.  Buckle  Up  For  Safety 
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GOLF  I 


WOMEN  GOLFERS  HAVE 
A  HANDICAP,  ALL  RIGHT 


They're  finding  it  almost  impossible  to  land  jobs  as  club  pros 


When  Janet  Coles,  a  15-year 
veteran  of  the  Ladies  Profes- 
sional Golf  Assn.  Toiu",  retired 
in  1990,  she  looked  for  work  at  several 
of  the  country  clubs  along  California's 
Monterey  Peninsula.  Then  among  the 
top  40  all-time  money  winners  on  the 
LPGA  circuit,  she  was  sure  she  would 
find  work  as  a  full-time  instructor.  But 
the  best  offer  she  got  was  from  a  club 
that  wanted  her  to  spend  part  of  her 
time  folding  sweaters  in  the 
pro  shop  for  $6.50  an  hour. 
"No  one  wanted  to  hire  me  to 
teach,"  says  Coles,  now  a  suc- 
cessful private  teacher. 

Her  case  isn't  unusual.  If 
you're  a  professional  woman 
golfer,  you  need  a  squad  of 
commandos  to  break  into  the 
ranks  of  head  pros  and  direc- 
tors of  golf  at  the  8,158  full- 
length  courses  across  the 
country.  "There  is  no  question 
that  the  very  top  clubs  in  this 
country  are  only  hiring  men," 
says  Kerry  R.  Graham,  presi- 
dent of  the  lpca's  teaching 
and  club  profe.ssionals.  "Even 
the  few  women  who  have 
gained  these  top  positions 
don't  receive  the  recognition 
they  deserve." 
GIVING  UP.  The  result:  increasing  frus- 
tration among  many  women  golf  pros. 
"They  can't  get  beyond  the  glass  ceiling 
of  the  golf  industry  and  get  more  key 
positions,"  says  Cindy  Davis,  who  runs 
the  lpga's  program  for  teaching  and 
club  pros.  Women  are  in  demand  as  as- 
sistant pros,  she  notes.  But  those  jobs 
generally  pay  less  than  $20,000  a  year. 
By  contrast,  a  head  pro  at  a  top  club 
can  pull  down  close  to  $100,000  a  year. 

Many  women  have  simply  given  up 
trying  to  storm  the  gates.  Instead, 
they're  forging  alternative  career  paths. 


opening  their  own  golf  schools  and 
teaching  programs.  That's  what  LPGA 
pro  Dana  Rader  did.  In  1987,  after  seven 
low-paid  years  as  an  assistant  pro  in 
Charlotte,  N.  C,  she  opened  a  golf 
school.  "I  created  a  position  because  I 
had  to  feel  I  was  moving  up,"  she  says. 

But  while  a  big-name  teacher  can 
earn  about  $75,000  a  year,  the  job 
doesn't  carry  the  authority  and  influ- 
ence of  managing  18-  or  36-hole  facil- 


run  by  either  the  Professional  Gcj 
Assn.  or  the  LPGA,  which  was  fonr 
1950  because  women  were  barred 
the  PGA.  After  a  discrimination  sui 
PGA  began  accepting  women  men 
in  1978.  Fifteen  years  later,  barely  . 
the  pga's  23,000  members  are  wc 
Most  country  clubs,  though,  still 
hire  a  head  pro  who  doesn't  carry  ; 
card. 

Trouble  is,  many  women  don't 
welcome  in  the  PGA.  "It's  a  gooi 
boys'  world  in  this  field  right  now,'' 
Fouquet,  a  PGA  member.  Counter; 
Chief  Executive  Jim  Awtrey:  "Th( 
is  very  focused  on  providing  opf 
nities  for  all  members,  including 
women."  And  Larry  Degenhart,  i 
tor  of  golf  at  the  Eastwood  Golf  CI 
Orlando,  says  that  if  women  wante 
work  badly  enough,  they  would  get 
wonder  how  many  women  professi 
really  go  after  the  jobs,"  he  says. 


"There  is  no  question 
the  very  top  clubs... are 
only  hiring  men" 

KERRY  GRAHAM 

Golf  Pro 


ities.  One  of  the  few  to  have  made  it  so 
far  is  Malia  Fouquet,  head  pro  at  the 
private  36-hole  Palm  Valley  Country 
Club  in  Palm  Desert,  Calif.  "For  every 
hour  a  man  works,  a  woman  has  to 
work  two,"  she  says.  "You  always  have 
to  prove  yourself." 

Many  women  golf  pros  complain  that 
their  LPGA  credentials  are  considered 
second-rate.  Like  their  male  counter- 
parts, only  a  handful  of  women  golfers 
ever  compete  on  a  pro  tour.  Instead, 
most  pros  teach  golf  and  manage  golf  fa- 
cilities, a  busine.ss  learned  at  schools 


But  it's  unlikely  that  even  Dege 
could  fault  Coles,  the  lpga  veteran, 
lack  of  ambition.  Although  she  e 
teaching,  she  wistfully  recalls  life  c 
to\u',  where  only  performance  cot 
"Competition  is  cut  and  dried,"  she 
"If  I  get  a  lower  score  than  you, 
vance.  You  don't.  It's  kind  of  the  c 
of  professional  athletics.  The  po 
part  of  succeeding  is  eliminated."  B; 
the  real  world,  though,  sexual  polil 
still  in  full  force. 

By  Elizabeth  Lesly  and  Lori  Bom 
in  Neiv  York 


THE 

GOLF 

6ULF 


Women,  as  a  share  of 
all  U.S.  golfers  who 
play  regularly 


Women,  as  a  share  of 
all  accredited  U.S.  golf 
professionals 


Number  of  men  who 
ore  head  pros  or  direc- 
tors of  golf  courses 


Number  of  women 
are  head  pros  or  di 
tors  of  golf  courses 


DATA:  PROFESSIONAL  GOlFfRS'  ASSN,  lADIES 
PROFESSIOKAlGOLf  ASSN 


22% 


7,779 


191 
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SPORTS 


I    THE  COMMITMENT  TO 
OPEN  SYSTEMS  IS  GENERATING 
WORIDWIDE  REWARDS. 


order  to  compete  more  effectively  in  today's 
iasingly  global  economy  more  and  more  organizations  are 
valuating  the  way  they  do  business  and  turning  to  open 
rmation  systems  strategies. 

The  rewards  are  substantial.  Not  only  are  these  organiza- 
s  saving  hundreds  of  millions  of  dollars,  but  they  are  realizing 
ly  other  returns.  Including  higher  profits,  a  stronger  world- 
e  competitive  edge,  and  the  flexibility  to  make  and  implement 
strategic  business  decisions  needed  to  keep  up  with  their 
omers'  changing  needs. 

To  help  your  organization  reap  similar 
lards,  contact  X/Open.  We're  an  inde- 
.dent  unifying  organization  dedicated  to 


helping  you  get  the  most  from  open  systems. 

Only  X/Open  offers  everything  you  need  to  ensure  that 
your  investment  in  open  systems  pays  off.  X/Open  branded 
products  let  you  move  from  the  closed,  outdated  architectures  of 
the  past  to  the  open  systems  of  today  Giving  you  better  and 
faster  access  to  more  information.  Providing  you  with  more 
flexibility  in  the  business  decisions  you  need  to  make  to  succeed. 
And  assuring  that  your  organization  can  keep  up  with 
the  challanges  you'll  face  in  the  future. 

To  find  out  more  about  the  rewards  of  open  systems, 
call  1'800'568-OPEN  for  your  free 
copy  of  our  report  "The  Most  Cost-Effective 
Way  To  Implement  Strategic  Change!' 


The  World's  Standard  For  Open  Systems. 


©  1993,  X/Open  Company.  Ltd  All  rights  reserved  X/Open  and  the  X  device  are  trademarks  of  X/Open  Company,  Lid  in  the  U  K  and  other  countries 


-inance 


CORPORATE  FINANCE  I 


A  GARDEN 
FULL  OF  HEDGES 


How  companies  protect  their  global  trade  from  volatile  currencies 


e's  Topolino  in  Italy,  Mai  Kay 
Sliiu  Shu  in  Cliina,  and  Micky 
Maus  in  Germany.  While  Mickey 
Mouse  is  a  cartoon  character  to  kids 
around  the  world,  to  Walt  Disney  Co., 
he's  a  money-making  export. 

He's  also  a  problem.  Mickey  produces 
revenues  and  profits  in  numerous  for- 
eign currencies.  Last  year,  197'  of  Dis- 
ney's sales  came  from  overseas,  almost 
double  the  1987  figure.  That  exposes  the 
company  to  increasingly  volatile  swings 
in  foreign  exchange  rates.  To  reduce 
those  risks,  Disney,  like  many  compa- 
nies, employs  a  variety  of  complex  hedg- 
ing strategies. 

Such  hedging,  of  course,  is  not  a  new 
phenomenon.  Yet  several  developments 
are  causing  chief  financial  officers  and 
treasurers  to  take  greater  notice  of  their 
currency  exposure.  One  is  the  rapid  ex- 
pansion in  overseas  business.  Another  is 
the  prospect  for  a  strengthening  dollar 
in  many  parts  of  the  world,  which  could 
reduce  the  value  of  earnings  in  local  cur- 
rencies. Europe  may  be  on  the  edge  of 
another  debilitating  currency  crisis,  with 
several  countries  under  pressure  to  de- 
value their  currencies.  The  pharmaceuti- 
cal giant  Merck  &  Co.  expects  that  ad- 
verse currency  moves  will  cut  1993 
earnings  by  three  percentage  points.  Lit- 
tle wonder  "companies  are  putting  a  lot 
more  time  into  managing  currency 
risks,"  says  C.  William  Schroth,  manag- 
ing director  at  First  Boston  Corj). 

The  strategies  companies  are  using  to 
deal  with  foreign  exchange  risks  are 
widely  divergent.  Some  companies  try  to 
integrate  currency  concerns  int(j  where 
they  build  plants,  how  they  price  prod- 
ucts, and  other  basic  business  decisions. 
Among  those  companies  that  use  explicit 
hedging  strategies,  some  strive  to  get 
rid  of  most  of  their  short-term  foreign 
exchange  exposure  in  the  financial  mar- 
kets, while  others  hedge  against  only 
huge  losses  and  accept  smaller  ups  and 
downs  in  the  currency  markets.  Some 
treasurers  try  to  make  money  by  taking 
selective  bets  on  currency  movements. 

Who's  right?  Who's  wrong?  "This  is 
one  of  the  most  difficult  questions  to 


answer  in  corporate  finance,"  says  Ai'iel 
E.  Salama,  managing  director  at  Bank- 
ers Trust  Co.  and  head  of  global  risk 
consulting.  The  channels  through  which 
changes  in  currency  rates  affect  a  com- 
pany are  extremely  complex,  he  says. 
Companies  often  buy  and  sell  goods  and 
services  in  dozens  of  countries,  each 
with  its  own  currency.  And  their  suppli- 
ers may  be  scattered  around  the  world. 
"Companies  can't  hedge  their  currency 
risks  to  zero  because  exchange  rates  af- 
fect their  business  in  so  many  ways," 
says  Richard  Levich,  economist  at  New- 
York  University. 

'TEMPTATION.'  Most  experts  agree, 
though,  that  speculation  in  foreign  ex- 
change is  risky.  A  series  of  wrong  bets, 
and  a  company  can  lose  millions.  "The 
temptation  is  always  there  for  compa- 
nies to  try  to  enhance  their  operating 
profits  through  financial  machinations," 
says  Gunter  Dufey,  professor  of  interna- 
tional business  and  finance  at  the  Uni- 
versity of  Michigan. 

Perhaps  the  easiest  and  most  common 
way  to  reduce  exchange  risks  is  expand- 
ing operations  overseas.  Of  course,  com- 
panies build  plants  abroad  to  take  advan- 
tage of  cheaper  labor  and  transportation 
costs.  But  the  idea  of  going  abroad  to 
manage  currencies  is  increasingly  enter- 
ing profit  calculations.  For  instance,  Ger- 
man auto  maker  BMW  will  soon  construct 
an  assembly  plant  in  South  Carolina.  Ri- 
val carmaker  Mercedes-Benz  recently 
said  it,  too,  would  build  a  plant  in  the 
U.  S.  Both  moves  will  shield  the  compa- 
nies against  currency  fluctuations. 

Once  operations  are  up  and  running  in 
another  country,  a  company  can  largely 
insulate  its  balance  sheet  from  currency 
swings  by  matching  sales  and  assets  in 


Showa  Shell  Sekiyu,  an  oil 

refiner,  lost  at  least 
$1.07  billion  betting  that 
the  dollar  would  rise 


the  b.irt'igii  country  with  purcliat 
liabilities  in  that  country's  cu 
That's  an  approach  taken  by  He 
based  Loctite  Corp.,  a  $600  millii 
cialty-chemicals  company  that  do 
of  its  sales  abroad  through  subs 
in  33  countries,  says  Loctite  Chie: 
utive  Kenneth  W.  Butterworth. 
POTENT  BREW.  French  carmaker  I 
believes  that  geog"raphic  diversil 
is  enough.  "We  deal  in  the  De 
mark,  the  British  pound,  the  Itali 
the  Spanish  peseta,  and  other  [Eu 
currencies],"  says  Thierry  Mouk 
deputy  director  of  Renault's  fina 
partment.  "We  feel  that  so  many  < 
cies  gives  us  a  natural  hedge,  tl 
balance  of  countries  is  a  hedge  ir 
Clearly,  there  are  times  when  ci; 
movements  are  going  to  hurt  y( 
overall,  we  think  our  policy  is  s 
Last  fall  was  one  of  those  unfoi 
times:  Renault  suffered  a  quarter 
million  loss  when  Britain  and 
sharply  devalued  their  currencies 
The  Renault  approach  is  too  ris 
most  companies.  So,  many  of  thei 
to  the  financial  markets  and  use  ( 
cy  swaps  and  other  financially 
neered  securities  or  float  debt  d 
nated  in  different  currencies.  Tht 
building  blocks  of  currency  hedgi 
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and  opUuns  cunli'aels,  oilen 
il  in  a  potent  brew.  In  essence,  a 
'  ontract  is  an  agreement  to  buy 
currency  at  a  fixed  price  on  a 

I  late  in  the  future,  which  ai- 
'iiiipany  to  lock  in  an  exchange 
i  i-ency  options  resemble  their 

,  .^lock  options,  giving  the  owner 
il  to  buy  or  sell  a  currency  at  a 
lice  on  or  before  a  future  date, 
k.  which  does  business  in  40  cur- 
Mses  currency  options  to  hedge 

II  exchange  risks.  The  main  rea- 
II  reduce  the  risk  that  Merck  will 
1 1  lie  to  maintain  steady  increases 
n  ch  funding.  Notes  a  1990  Jour- 
\!iplied  Corporate  Fi- 

ii'ticle  by  Judy  C. 
iiid  A.  John  Kearney, 
chief  financial  officer 
sistant  treasurer,  re- 
;   "Cash  flow  and 
uncertainty  caused 
liange  rate  volatility 
II  a  reduction  in  re- 
spending." 

-  sure,  like  many  com- 

Merck  doesn't  try  to 
■iway  all  its  currency 
Inch  could  prove  very 

c.  As  with  a  corpo- 
c  insurance  policy,  the 


eompaiiy  st'li-nisures  agauisl  currency 
losses  up  to  a  certain  level  and  then 
buys  protection  against  disaster.  In 
1993,  says  a  Merck  spokesperson,  "the 
hedging  program  has  had  a  mitigating 
impact,  but  the  negative  impact  on  sales 
[from  currency  swings]  should  still 
prove  significant." 

Eastman  Kodak  Co.  runs  one  of  the 
country's  more  sophisticated  currency 
operations.  Its  foreign  exchange  special- 
ists advise  the  company's  business  units 
on  long-term  currency  strategies,  includ- 
ing everything  from  sourcing  alterna- 
tives to  market  pricing.  "There  is  a  ten- 
dency to  think  of  managing  currency 


THE  DOLLAR'S  WILD  RIDE 

THE  VALUE  OF  THE  U.S.  DOLLAR  VS.: 


MAR.  '93    JAN.  '90  MAR.  '93 
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risk  as  a  forecasting  problem,  and  that's 
0.  K.,  short-term,"  says  David  Fiedler, 
director  of  foreign  exchange  planning  at 
I'^astman  Kodak.  "But  when  looking 
ahead  five  years,  it's  a  currency  expo- 
sure management  problem,  which  im- 
pacts the  company's  future  cash  flow." 

Some  treasurers  complain  that  conser- 
\ative  accounting  rules  needlessly  com- 
})licate  hedges.  For  instance,  companies 
like  to  hedge  overseas  cash  flows  before 
they  have  booked  a  sale.  But  companies 
are  required  to  mark-to-market  hedges 
on  anticipated  cash  flows  without  a  firm 
commitment,  which  can  make  quarterly 
financial  statements  highly  volatile.  So 
companies  turn  to  expensive  hybrid  se- 
curities with  less  impact  on  reported 
statements.  "Unfortunately,  the  ac- 
counting profession  hasn't  seen  the  wis- 
dom of  multinational  companies  entering 
into  these  transactions,"  says  Michael 
Durham,  chief  financial  officer  at  Ameri- 
can Airlines  Inc.  Adds  Kenneth  M. 
Baird,  manager  of  worldwide  cash  and 
foreign  exchange  at  Storage  Technology 
Corp:  "The  rules  make  it  a  lot  harder  for 
l)usinesses  to  reduce  their  risk." 
SAFE  EXPOSURE?  The  accountants  are 
right  to  worry  about  speculation, 
though.  Of  course,  some  speculation  is 
rather  benign.  Some  multinationals  are 
skilled  at  taking  limited  bets  on  short- 
term  currency  moves.  At  the  moment, 
for  instance,  some  companies  are  leaving 
their  exposures  to  Japan  unhedged  as 
the  dollar  falls  to  record  lows  against 
the  yen. 

But  then  there's  the  case  of  Showa 
Shell  Sekiyu,  a  Japanese  oil  refiner  and 
distributor  .509^  owned  by  Royal  Dutch/ 
Shell  Group.  Beginning  in  1989  and  well 
into  1992,  its  finance  department  bet 
$6.44  billion  worth  in  the  futures  market 
that  the  dollar  would  rise.  It  didn't. 
Showa  Shell  says  it  lost  at  least  $1.07 
billion  and  could  lose  as  much  as  $1.37 
billion.  Foreign  exchange  traders  say 
Showa  Shell  is  not  alone  among  Japa- 
nese companies  with  big — but  undis- 
closed— speculative  losses  in  currencies. 

By  avoiding  rank  specula- 
tion and  sticking  with  hedg- 
ing, companies  can  gain  confi- 
dence in  the  reliability  of 
future  cash  flows.  And  less 
cash-flow  uncertainty  means 
that  companies  can  better 
fund  research,  development, 
and  other  long-term  invest- 
ments. In  a  world  of  volatile 
exchange  rates,  companies 
are  finding  that  the  riskiest 
and  most  expensive  tactic  is 
not  to  hedge. 

By  Christopher  Farrell  in 
New  York,  with  bureau  reports 
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REINSURANCE! 


INSURERS  SCRAMBLE 
TO  SPREAD  THE  RISKS 

A  shakeout  in  reinsurance  has  broad  consequences 


A 


merican  Reliance  Group  Inc.  was 
never  a  major  factor  in  the  Flori- 
da property-insurance  market. 
Its  s26  million  in  premiums  in  1992 
ranked  it  v\-ell  below  such  competitors  as 
Prudential  Insurance  Co.  and  Allstate 
Insurance  Co.  But  American  Reliance  is 
a  name  that  few  in  the  industiy  are 
likely  to  forget.  The  Xew  Jersey  compa- 
ny concentrated  on  insuring  homes  in 
southern  Dade  County.  When  Huii-icane 
Andrew  struck  in  1992.  the  storm 
swamped  Am.erican  Reliance  with  -5-574 
million  in  claims.  But  that  wasn't  the 
end  of  it.  Fort^'-SLX  of  the  company's  re- 
insurei-s.  including  such  stalwarts  as 
Prudential  and  Hartford  Fire  Insurance 
Co..  got  stuck  with  -<-500  million  of 
the  tab. 

Reinsurance — the  business  of  taking 
on  risks  that  primary  insurance  compa- 
nies want  to  share — has  become  increas- 
ingly hazardous.  The  frequency  of  such 
disasters  as  Andrew  is  precipitating  an 
extensive  shakeout.  including  the  depar- 
ture of  some  of  the  industiy's  major 
players  and  the  arrival  of  new  ones,  no- 
tably Kohlberg  Kravis  Roberts  &  Co. 
These  moves  could  have  far-ranging  con- 
sequences for  priman"  insurers  and  busi- 
rr'>>  ^e;\c-ral. 

PRICE  HIKES.  Reinsurers  looking  to  exit 
the  business  include  Prudential,  which 
took  a  -5320  million  reinsurance  hit  last 
year,  and  thousands  of  "names."  or  indi- 
viduals v.  ho  pro\ide  capita!  in  Lloyd's  of 
Lx)ndon  reinsurance  operations.  This  has 
enabled  suni\ing  reinsurers,  such  as 
General  Re  and  National  Re.  to  bolster 
their  capital  bases  and  foim  nev.-  strate 
gic  alliances.  "They  have  the  option  to 
call  the  shots  now."  says  Standard  & 

Poor's  Coqj.  analyst  Man-   

Anne  Gangemii.  As  demand 
for  reinsurance  from  su'ong 
earners  grows  at  the  same 
time  that  reinsurance  capaci- 
ty around  the  globe  shrinks, 
the  major  players  have  been 
able  to  charge  higher  prices 
and  demand  stricter  temis. 
For  some  coverages,  prices 
have  more  than  doubled  over 
the  past  year.  Those  higher 
prices  could  force  up  long- 
depressed  primary-insurance 


rates  for  the  propem"  cover- 
age of  businesses  and  home- 
owners. 

Higher  prices,  not  suipris- 
ingly.  have  been  attracting 
some  nev.-  entrants.  Last 
September.  KKR  paid  -SI. 4 
billion  for  America  Re.  Aet- 
na Life  &  Casualty"  Co.'s  re 
insurance  unit.  To  finance 
the  purchase,  kkr  sold  off 
3-5^^^  of  America  Re  for  -§360 
million.  But  the  new  en- 
Q-ants  are  likely  to  have 
only  a  modest  impact  on  ca- 
pacity', which  augurs  a  likely 
boom  for  reinsurer. 

Problems  at  Lloyd's  have 
had  perhaps  the  most  severe 
impact  on  reinsurance  capac- 
ity". Long  a  mainstay  of  the 
international  reinsurance 
business.  Lloyd's  has  st--'- 
poor    underwriting  c 

pounded  by  a  slew  of  wur.   

wide  disasters  dating  back  to  1988.  such 
as  the  Piper  Alpha  oil-rig  explosion  and 
the  Lockerbie.  Scotland,  air  ci-ash.  Ca- 
pacity has  shi-unk  by  2o' >  in  the  past 
rwo  yeai-s.  as  underwinting  syndicates 
have  gone  out  of  business  or  merged. 
Coverage  for  catastrophe  reinsurance  on 
propeity  is  "virtually  unaffordable  and 
unavailable."  says  Reg  E.  Bro^\Tl.  a  lead- 
ing Lloyd's  undenvriter. 

Evidence  of  the  capacity  cnmch  is 
abundant.  A  year  ago.  Aetna's  nce-pres- 
ident  for  reinsurance.  Richard  E.  Can- 
land,  lined  up  -5200  million  in  coverage 
easily.  Today,  he  says,  "if  you  can  find 
6lo^  million,  you're  pretty  lucky."  De- 


WHILE  THE 
INDUSTRY  SHRINKS... 


...ITS  CAPITAL 
GROWS 


REINSURERS  SURPLUS  MONEY 
IN  RESERVE  TO  PAY  CUIM5 
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surers.  which  are  finding  other  n 
closed,  is  also  fueling  a  shortage 
could  use  30  to  40  more  U.  S.  reint 
to  handle  foreign  risks  alone,  sa; 
O'Leary.  president  of  Willcox  ! 
leading  reinsurance  broker. 

The  capacity  cmnch  is  only  h 
problem.  Some  reinsurers  are 
stiff  terms  and  com.manding  high 
Those  bumed  by  losses  are  settir 
on  what  their  total  payout  wiU 
stead  of  writing  pro-rata  coveraj 
used  to  cover  a  percentage  of  all 
with  no  ceiling.  "Prices  are  proba 
2o'<  over  "  'r.  addition  to  th 
rner."  says  Will 
wnose  msurance  holdii 
elude  Signet  Reinsm-ai 
The  remaining  reins 
corr-  vi'  -  are  also  ben 
:r  :ght   to  c 

a::   crs.  because 

failure  in  recent  ye; 
many  marginal  reins 
Priman"  insurers  that  i 
spread  the  risks  among 
companies  are  now  wil 
place  more  risk  with  on 
pany  to  build  a  relati( 
Chubb  Group  once  lim 
iy>  the  amount  of  r 


terms  ar-. 
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I  any  of  its  contracts  with  Nac  Re 
spreading  the  risk  amonfj  as 
nmpanies  as  possible.  Now,  says 
CKO  Ronald  L.  Bornhuetter, 
often  seeks  257'-  or  more, 
rush  to  find  reinsurance  is  a  re- 
fer many  primary  companies  that 
■d  reinsurance  a  couple  of  years 
1  order  to  boost  their  earnings. 
92's  heavy  losses  scared  insurers 
s  sent  them  scrambling  for  rein- 
e  at  a  time  when  it  is  least  avail- 
d  most  expensive.  "It  was  inevita- 
at  the  underreinsuring  by  the 
y  companies  would  need  to  turn 
,"  says  KKR  partner  Saul  A.  Fox. 
has  whetted  the  investment  ap- 
lot  only  of  KKR  but  of  such  other 
)rs  as  former  Bass  Brothers  mas- 
d  Richard  Rainwater.  Their  prime 
!  are  likely  to  be  reinsurance  units 
spun  off  by  major  insurance  con- 
■ates,  which  are  eager  to  restore 
lalance  sheets.  Another  departing 
is  Continental  Re,  a  subsidiary  of 
ental  Corp. 

I  ANTE.  The  capacity  shortage 
be  alleviated  somewhat  by  the 
.mounts  of  capita!  being  raised  by 
dustry.  With  prices  rising,  Wall 
seems  very  willing  to  invest  in  the 
and  debt  offerings  of  reinsurers, 
/ember,  insurance  brokers  Marsh 
jennan  Cos.  joined  with  J.  P.  Mor- 
Co.  to  start  Mid  Ocean  Reinsur- 
Oo.,  a  Bermuda-based  reinsurer 
•350  million  in  capital.  The  outfit 
1  illustrious  group  of  backers,  in- 
l  Rainwater,  former  Aetna  Presi- 
/illiam  0.  Bailey,  and  former  Fire- 
Fund  Insurance  Co.  Chairman 
.  Byrne. 

on  Mar.  10,  Swiss-based  Zurich 
nee  Co.  said  it  planned  to  raise 
$265  million  in  an  initial  stock  of- 
fer a  reinsurance-brokerage  corn- 
formed  by  it  and  its  Bermuda- 
affiliate,  Centre  Re.  The  combined 
ion  will  have  $550  million  in  capi- 
aking  it  one  of  the  larger  partici- 
in  the  market.  Zurich's  move  "has 
the  ante"  for  other  reinsurance 
nies,  says  John  H.  Snyder,  a  se- 
ice-president  with  the  rating  agen- 
M.  Best  Co. 

,  the  additional  capital  may  not  be 
h.  With  the  London  market  deci- 
and  other  international  reinsurers 
I  back,  demand  for  property  rein- 
:e  still  far  exceeds  current  supply 
at  might  be  expected  to  be  avail- 
1  the  near  future.  That  means  pri- 
insurers  will  either  have  to  assume 
of  their  own  risks  or  pay  much 
"  prices  for  the  reinsurance  they 
btain.  Either  way,  that's  likely  to 
0  higher  prices  for  anyone — or  any 
iss — that  needs  insurance. 
Tim  Smart  and  Chris  Roush  in 
ord.  with  Richard  Melcher  in  London 


BANKING  I 


TAKING  A  SHARPER  LOOK 
AT  BANK  EXAMINERS 


Is  lax  enforcement  to  blame  for  discriminatory  loan  practices? 


Community  activists  have  maligned 
the  banks  for  years,  charging  that 
they  don't  do  enough  lending  in 
poor  and  minority  neighborhoods.  But  is 
the  problem  only  with  the  banks  them- 
selves? Or  should  the  regulators 
charged  with  monitoring  community 
lending  shoulder  some  of  the  blame?  A 
growing  number  of  activists,  congressio- 
nal representatives,  and  banking  experts 
think  it's  the  latter. 

Much  of  the  debate  focuses  on  the 
1977  Community  Reinvestment  Act 
(CRA),  which  was  aimed  at  deterring  red- 
lining. Regulators  such  as  the  Federal 
Reserve  Board  defend  their  enforcement 
of  the  CRA  and  other  fair-lending  laws, 
but  critics  can  marshal  plenty  of  evi- 
dence suggesting  otherwise.  Congressio- 
nally  mandated  studies  of  home-mort- 
gage lending  over  the  past  two  years 
suggest  there  is  a  sharp  discrepancy  be- 
tween banks'  actual  minority  and  low- 
income  lending  and  the  ratings  they  got 
from  regulators. 

What's  more,  a  report  by  the  Federal 
Reserve  Bank  of  Boston  released  in  Oc- 
tober found  that  mortgage  applications 
from  blacks  and  Hispanics  are  60%  more 
likely  to  be  turned  down  than  those  from 
whites  with  similar  incomes.  Yet  nearly 


907'  of  commercial  banks  receive  "satis- 
factory" or  "outstanding"  ratings  from 
regulators  under  the  CRA.  "The  problem 
with  the  CRA  is  not  that  the  law  is  inef- 
fective. It's  that  enforcement  is  inade- 
quate. Regulators  have  done  a  terrible 
job,"  says  Representative  Joseph  P. 
Kennedy  II  (D-Mass.),  chairman  of  a 
House  banking  subcommittee. 
COOKIE  CLOUT.  Regulators  apparently 
have  lots  of  leeway  in  the  ratings  they 
assign:  A  Senate  Banking  Committee  re- 
port last  November  found  that  one  bank 
was  awarded  a  high  score  partly  be- 
cause it  offered  to  advance  $60,000  to 
local  Girl  Scout  troops  to  buy  cookies  for 
their  annual  fund-raiser.  Another  was 
praised  for  freeing  up  employees  to 
wash  windows  at  local  schools.  Regula- 
tors fail  to  "distinguish  between  charita- 
ble activities  and  CRA  activities,"  the  re- 
port concluded. 

Miami  banking  consultant  Kenneth  H. 
Thomas,  who  has  a  written  a  soon-to- 
appear  book  based  on  reviews  of  10,000 
CRA  reports,  says  the  reports  "are  the 
worst  indictments  of  the  agencies  them- 
selves." According  to  Thomas,  Georgia's 
Decatur  Federal  Savings  &  Loan  Assn. 
was  awarded  a  satisfactory  CRA  rating 
even  though  the  Justice  Dept.  was  inves- 
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tigating  it  lor  alleged  racial  discrimina- 
tion in  its  mortgage  lending.  Decatur 
settled  the  charges  last  September  by 
paying  $1  million  to  rejected  applicants. 

If  regulators  lacked  enforcement  pow- 
ers, that  would  be  one  thing — but  they 
don't.  When  banks  have  poor  CRA  rec- 
ords, regulators  can  reject  their  bids  to 
acquire  other  banks  or  build  new 
branches.  That  power  has 
been  little  used,  however. 
Regulators  have  received 
70,000  such  requests  since 
1977  but  nixed  only  20  for 
poor  CRA  performance. 
Just  last  month,  the  Fed 
approved  an  acquisition  by 
First  Commercial  Corp.  in 
Little  Rock  that  the  Comp- 
troller of  the  Currency  had 
denied  only  four  months 
earlier  because  of  the 
would-be  acquirer's  record 
on  low-income  and  minor- 
ity lending,  according  to 
Thomas.  Such  actions 
"send  a  clear  message  to 
the  rest  of  the  industry  that  low  CRA 
ratings  really  don't  matter,"  he  says. 
NEW  TUNE.  Growing  criticism  from  Con- 
gress and  activists,  as  well  as  President 
Clinton's  interest  in  boosting  lending, 
may  force  regulators  to  change  their 
tune.  "I  expect  regulators  to  become 
more  emphatic  and  forceful  about  CRA," 
says  financial  consultant  Edward  E. 
Furash. 

Surprisingly  enough,   some  bankers 


seem  amenable  to  a  change  in  the  CRA 
rules.  They  say  the  review  and  grading 
process  focuses  too  much  on  paperwork 
and  too  little  on  results.  Where  credit 
actually  goes  is  hardly  an  issue.  Some 
lenders  say  they  would  welcome  any  re- 
form that  made  their  community  obliga- 
tions clear.  "We  have  proposed  that 
banks  [subject  to  New  York  State  regu- 


WHArS  WRONG  WITH  CRA  REGUIATIOW 

REGULATORS  DEVOTE  INSUFFICIENT  RESOURCES  Fewer  than  40  of  the  2,600 
examiners  at  the  Comptroller  of  the  Currency  monitor  compliance  with  CRA 
and  other  consumer  lending  rules  full  time 

FEW  BANKS  GET  BAD  MARKS  Despite  a  government  study  showing  that 
minorities  are  rejected  for  home  loons  more  than  twice  as  often  as  whites  of 
the  same  income,  nearly  90%  of  all  banks  hove  received  CRA  ratings  of 
satisfactory  or  better 

REGULATORS  RARELY  PENALIZE  ERRANT  BANKS  Of  nearly  70,000 
applications  by  banks  to  expand,  only  20  have  been  denied  by  regulators 
on  CRA  grounds 

DATA:  SENATE  BANKING  COMMIUEE,  BANK  COMMUNITY  REINVESTMENT  IN  AMERICA  BY  KENNETH  H  THOMAS,  BW 


lation]  submit  a  CRA  plan  with  lending 
goals  and  be  held  accountable  for  it," 
says  Carol  J.  Parry,  managing  director 
in  charge  of  community  development  at 
Chemical  Banking  Corp. 

Some  states  are  already  proposing 
modifications  to  their  CRA  regulations.  In 
New  York,  regulators  have  proposed 
new  rules  that  would  set  more  detailed 
performance  standards  for  state-regulat- 
ed banks  under  the  state's  own  CRA  law. 


In  defense  of  their  perforif 
Washington  regulators  note  that  (jj 
ligations  aren't  the  only  consideraj] 
merger  reviews.  For  example,  th( 
a  deal  shouldn't  be  derailed  for  CI: 
sons  if  a  healthy  bank  is  buying 
ously  troiibled  one  and  thereby  ii: 
ing  the  safety  and  soundness  i 
overall  banking  system.  Regulate: 
argue  that  high-prof 
ties  between  bank 
community  activist 
relatively  rare.  "I 
think  that  most  ban 
doing  a  pretty  go( 
serving  their  com 
ties,"  says  Ken  A.  ^ 
a  chief  examiner  f( 
Federal  Deposit  Insi 
Corp. 

But  under  the  ne 
ministration,  bankers 
be  expected  to  d 
more  to  minority  am 
income  neighborl- 
Clinton's  newly  app 
Comptroller  of  the  C 
cy,  Eugene  A.  Ludwig,  says  his  e) 
ers  will  "have  to  place  more  empha 
[CRA  and  fair-lending]  compliance 
lending  matters  to  me  a  lot."  Touj 
forcement  of  the  CRA  may  be  ai 
way  for  the  Clinton  Administrat 
ease  the  credit  crunch  in  places  wl 
has  hit  hardest — the  communities 
working  poor. 

Bi/  Dean  Proust  hi  Washington, 
h'e/lei/  Holland  in  Neic  York 


MINORITY  LENDING: 
BANC  ONE 
GETS  A  MOVE  ON 


When  Banc  One  Corp.  an- 
nounced last  year  it  would 
acquire  Arizona's  Valley  Na- 
tional Corp.,  the  Community  Reinvest- 
ment Act  of  1977  was  the  last  thing  on 
the  Ohio  bankers'  minds.  But  the  Fed- 
eral Reserve  Board,  which  has  to  ap- 
prove bank  mergers,  must  consider 
whether  banks  meet  the  minority  and 
low-income  lending  requirements  of 
the  CRA.  Every  Banc  One  affiliate  had 
a  community-lending  rating  of  satisfac- 
tory or  outstanding. 

That  wasn't  the  way  city  officials  in 
Cleveland  viewed  it,  however.  In  their 
opinion.  Banc  One's  local  subsidiary  did 
not  measure  up,  and  they  saw  a  way  to 
use  the  proposed  Valley  National  deal 
as  leverage.  On  Nov.  20,  Mayor  Mi- 
chael R.  White  blasted  Banc  One's 


Cleveland  unit,  which  sported  a  satis- 
factory CRA  rating,  for  making  only  75 
home-purchase  and  home-improvement 
loans  in  the  city  in  1991,  and  just  three 
such  loans  to  Hispanics  in  a  four-coun- 
ty area.  In  some  neighborhoods,  rejec- 
tion rates  for  blacks  were  three  times 
as  high  as  for  whites. 

In  January,  the  Office  of  the  Comp- 
troller of  the  Currency  (OCO,  which  as- 
signs many  banks'  CRA  ratings,  began 
a  routine  review  of  the  rating  of  Banc 
One's  Cleveland  subsidiary.  Perhaps  in 
response  to  the  city's  complaints,  it 
gave  the  bank  a  preliminary  rating  of 
"needs  to  improve."  The  OCC  won't 
comment  on  why  it  did  so. 
TIME  TO  ACT.  On  Mar.  1,  the  Fed  ap- 
proved Banc  One's  purchase  of  Valley. 
But,  noting  the  low  OCC  rating  for 
Banc  One's  Cleveland  unit,  the  Fed 
called  on  Banc  One  to  improve.  It  said 
that  it  would  consider  the  bank's  prog- 
ress when  it  reviewed  future  Banc  One 
applications. 

The  Fed's  warning  got  Banc  One's 
attention.  On  Mar.  2,  Chairman  John  B. 
McCoy,  who  had  once  likened  activists' 


community-lending  demands  v 
banks  were  making  acquisitions  to 
ing  held  up  at  gunpoint,"  told  Whi 
would  be  sending  Thomas  E.  Hot 
chairman  of  Banc  One  Ohio  Cor\ 
accompany  Banc  One's  CRA  chief, 
F.  Johnson,  to  meetings  on  CRA  is 
with  Cleveland  officials. 

Four  exhausting  negotiating 
sions  later,  on  Mar.  25,  Banc  One 
the  city  announced  a  joint  initi 
whereby  the  bank  would  expam 
home-lending  products  and  would 
port  more  investment  in  housing 
ects.  City  officials  estimate  the 
will  pump  at  least  $67  million  int 
neighborhoods  over  four  years. 

Banc  One  will  simply  do  in  Clev( 
what  it  does  "in  almost  all  Banc 
markets  today,"  says  Hoaglin. 
cials  say  that  even  though  their  C 
land  unit  is  tiny,  it  is  already  an  a 
small-business  lender  and  has  ba 
projects  in  low-income  and  minorit 
eas.  But  skeptical  city  officials  pi; 
watch  Banc  One's  performance 
fully — and  go  public  with  the  rest 
By  Zachary  Schiller  in  Clej't 
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BETWEEN  PERFORMANCE  AND  ECONOMY 


RICOH  FT8  780  ^ 

Touchscreen       i  ' 
Copying  System  \  '\^:.--f^2^->^^ 


^    RICOH  FT 8880 
,  ,,  i — 3    Touch  Screen 
Copying  System 


Ricoh  rewrites  the  rules  for  touch 
screen  technology.  Introducing  two  new 
high  volume  copying  systems.  The  FT8880 
and  the  FT8780.  Each  uniquely  versatile.  Both 
surprisingly  affordable. 

Ricoh's  new  high  volume,  touch  screen  copiers 
are  so  easy  to  use  that  they  make  your  entire  com- 
pany more  productive.  And  quick.  80  copies  per 
minute.  A  remarkable  5,050  sheet  capacity  lets  you 
run  far  bigger  jobs  and  just  walk  away.  Three  paper 
sources  make  it  simple  to  make  transparencies. 


if  insert  slip  sheets  and  covers.  And 
i'  finish  the  job  with  your  choice  of 
i  '       three  stapling  options.  All  program- 
med instantly  at  the  touch  of  a  screen. 
But  the  real  breakthrough  of  the  new  Ricoh 
touch  screen  copiers  is  their  price.  Ricoh  offers 
both  the  FT8880  and  the  FT8780  for  far  less  than 
you  probably  paid  for  the  old  high  volume  machine 
you're  using  now. 

So  call  us  for  a  demonstration  at  1-800-63-RICOH 
ext.  1397.  The  new  Ricoh  touch  screen.  Look  into  it. 


THE  NAME  TO  KNOW 


Kieei 

1-800-63-RICOH 


® 
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BY  GENE  G  MARCIAL 


GIVE  THE  SHORTS 
SOME  ASPIRIH.  HERE 
COMES  A  HEADACHE 


Generic-druj^  maker  Ivax  is  one 
stuck  the  shorts  feel  mighty  tri- 
umphant about.  They  started 
shorting  it  when  the  stock  ran  as  high 
as  43  a  share  in  early  1992 — and  then 
watched  it  fall,  in  a  jagged  pattern,  all 
the  way  down  to  22%  on  Apr.  6.  Judg- 
ing by  the  huge  short  interest  building 
up  again  in  the  stock,  the  bears  are 
betting  that  Ivax  will  continue  to  dive. 

They  could  be  wrong  this  time.  "The 
shorts  should  take  their  winnings  while 
they're  way  ahead,"  says  one  money 
manager,  who  is  convinced  Ivax  will 
finally  produce  the  earnings  "break- 
out" expected  in  1992's  fourth  quarter. 

The  stock  has  two  things  going  for 
it,  says  this  pro.  Sometime  soon,  the 
Street  will  realize  that  Ivax'  "super- 
generics"  are  starting  to  produce  "im- 
pressive" sales,  he  says.  And  when  the 
Clinton  health-care  plan  is  unveiled, 
Ivax  should  attract  more  attention  as 
investors  start  to  see  it  as  a  major 
player  in  low-cost  drugs.  Generics, 
says  this  pro,  "will  be  the  cornerstone 
of  national  efforts  to  reduce  health- 
care costs,  and  Ivax  is  in  an  excellent 
position  to  benefit  from  that." 

About  707'  of  Ivax  revenues  come 
from  generic  drugs  and  only  15'X  from 
brand-name  drugs.  But  Ivax'  stock 
hasn't  benefited  the  way  other  generic 
drugmakers'  stocks  have.  Copley  Phar- 
maceuticals and  Teva  Pharmaceutical 
Industries,  for  example,  have  been 
trading  up,  close  to  or  at  their  highs. 
NEW  NICHE.  Clinton's  health-care  pack- 
age is  expected  to  mandate  low-cost 
drugs  as  well  as  widen  medical  cover- 
age to  include  the  35  million  Americans 
currently  without  health  benefits.  Al- 
ready generics  have  boosted  their 
share  of  the  drug  market,  from  97  in 
1980  to  more  than  207  last  year. 

"Although  we  are  producing  more 
generics  than  any  other  in  the  busi- 
ness, Ivax  has  been  wrongly  lumped 
together  with  the  major  drug  compa- 
nies," laments  Dr.  Phillip  Frost,  Ivax 
chairman  and  CEO.  One  reason,  he  be- 
lieves, is  that  analysts  who  cover  Ivax 
are  longtime  followers  of  the  giant 
pharmaceuticals.  Frost  has  taken  ad- 
vantage of  the  stock's  drop  by  raising 
his  stake  to  207  from  less  than  197. 

One  drug  expected  to  pay  off  big 
this  year  is  verapamil,  which  is  taken 


HAS  IVAX 
HIT  BOTTOM? 


STOCK  PRICE 
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once  a  day  to  treat  hypertension.  In 
the  four  months  that  it  was  on  the 
market  last  year,  verapamil  had  sales 
totaling  $38  million.  For  1993,  Ivax  ex- 
pects verapamil  sales  to  come  in  be- 
tween $75  million  and  $100  million.  "At 
its  current  rate,  the  drug  will  hit  $100 
million,  barring  the  entry  of  new  com- 
petition," says  Rick  Pfenniger  Jr., 
Ivax'  chief  legal  counsel. 

Thanks  to  verapamil,  a  future  earn- 
ings stream  is  now  more  certain,  says 
analyst  Sharon  Dorsey  Wagoner  at  Ar- 
gus Research,  who  calls  the  new  prod- 
uct Ivax'  "first  major  supergeneric 
drug."  If  it  does  well,  analysts  may 
raise  estimates  of  $1.10  to  $1.20  a 
share  in  1993  and  $1.40  to  $1.80  in  1994. 
Ivax  earned  65^  in  1992. 


BARGAINS 

IN  THE  BASEMENT 


arket  contrarians  are  feeling 
like  kids  in  a  candy  store  as 
I  many  stocks,  big-cap  as  well 
as  small,  tumble  because  of  edginess 
about  taxes,  inflation,  and  health  care. 
"Quality  companies  selling  at  a  big  dis- 
count to  the  market  and  trading  at  low 
price-earnings  ratios  are,  indeed,  plenti- 
ful," says  James  Holmes,  managing  di- 
rector at  Dreman  Value  Management, 
the  Street's  leading  contrarian  group, 
with  assets  of  $2.5  billion. 

Holmes  is  particularly  attracted  to 
the  depressed  medical  and  health-relat- 
ed groups,  including  giant  pharmaceu- 
tical companies  and  drugstore  chains. 
Among  the  stores,  his  pick  is  relatively 
unknown  Hook-SupeRx,  the  nation's 
sixth-largest  drugstore  chain,  with 
1,100  stores  in  22  states. 


Trading  on  the  Big  Board  at 
early  December,  the  stock  has  tui': 
to  9.  The  company  has  become  "ii| 
ibly  cheap,"  says  Holmes,  considf 
that  its  7.5  p-e — based  on  a  1993? 
ings  estimate  of  $1.20  a  share — isj 
compared  with  industry  leader  | 
green's  18.  Hook-SupeRx  ranks  sii 
to  Walgreen  in  its  markets.  j 

John  Turo,  research  director  atj 
man  &  Renshaw  in  Chicago,  isj 
bullish  on  Hook  SupeRx.  He  fij 
the  company  will  net  $1.10  to  $1.2( 
year  and  $i.55  in  1994,  vs.  1992'f 
"The  stock  is  a  compelling  invest 
in  the  industry,"  says  Turo,  who  t 
that  it  deserves  a  15  p-e,  which  t 
lates  into  a  stock  price  of  23. 


BRUSH  UP 
ON  THIS  STOCK 


Iow  much  more  can  you  im] 
a  toothpaste?  Quite  a  lot,  i 
ask  Ira  Berman.  No,  he  is 
salesman  for  Colgate-Palmolive  oi 
of  the  giant  toothpaste  makers, 
man  is  chairman  of  tiny  CCA  Indus 
a  producer  of  health  and  beaul 
products  for  drugstore  chains 
mass-merchandisers.  CCA's  stock 
been  hot,  rocketing  from  1 V4  a  shj 
mid-November  to  4'/,^  on  Apr.  6. 

What's  the  scoop?  It's  a  simple 
of  having  fast  sellers.  "Wal-Mart 
get  enough  of  CCA's  unique  prodi 
says  Stan  Trilling,  a  senior  vice-] 
dent  at  PaineWebber  Group, 
products  include  a  shampoo  c 
Wash  'n  Curl,  which  contains 
hancers  that  tend  to  curl  the  hair 
the  user  is  shampooing.  Another  ii 
tra  60,  a  nail  polish  that  dries  in  ji 
seconds.  Other  CCA  lines  include 
den  Change  skin-care  products 
Plus  White  toothpaste. 

Berman  expects  CCA's  newest 
uct  to  be  a  blockbuster:  a  tooth 
that  "encapsulates"  peroxide  so  tl 
can  be  combined  with  baking  sodi 
flouride.  This  is  a  first,  he  says 
years,  dentists  have  recomme 
combining  baking  soda  and  peroxi 
prevent  gum  disease.  But  tog- 
they  create  a  chemical  reaction- 
peroxide  effervesces  and  turns  t( 
ter,  explains  Berman.  CCA's  new  t 
paste  avoids  that,  he  adds,  since 
hydrogen  peroxide  is  only  relc 
once  it's  in  contact  with  the  mouth 
product  will  be  test-marketed  this 
Trilling  sees  CCA  sales  of  abou 
million  in  1993  vs.  1992's  $27  mi 
and  earnings  of  22$  to  25$  a  shar 
from  last  year's  15$. 
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Where  did  a  company  that  provides 


creative  iinancmg  raid  some  tor  themselves: 

This  announcement  appears  only  as  a  matter  of  record. 

Comdata  Holdings  Corporation 

and 

Comdata  Network,  Inc. 

have  completed  a 

Recapitalization 

including  the  issuance  of  $333,040,000  of  new  debt  and  equity  securities 
*  '                                            to  retire  substantially  all  previously  outstanding  debt 

$205,000,000 

Comdata  Network,  Inc. 

$130,000,000 
12y2%  Senior  Notes  due  1999 

$75,000,000 

13]A%  Senior  Subordinated  Debentures  due  2002 

The  undersigned  acted  as  sole-manager  of  this  public  offering. 

Comdata  Holdings  Corporation 

has  privately  placed 

$25,000,000 
Series  C  Convertible  Preferred  Stock 

with  certain  institutional  investors  including 

Charterhouse  Group  International,  Inc. 

as  lead  investor,  along  with 

Welsh,  Carson,  Anderson  &  Stowe  IV, 

and 

Prudential  Venture  P<irtners  II 

The  undersized  acted  as  financial  advisor  and  arranged 
the  private  placement  of  these  securities. 

Comdata  Holdings  Corporation 

has  issued 

$53,040,000 
Series  B  Convertible  Preferred  Stock 

in  exchange  for 

$52,000,000 

11%  Junior  Subordinated  Extendible  Notes  due  1997 
of 

Comdata  Network,  Inc. 

The  undersigned  structured  and  assisted  in  the  negotiation 
of  this  exchange  offer. 

$50,000,000 
Revolving  Credit  Facility 

provided  to 

Comdata  Network,  Inc. 

The  undersigned  advised  and  assisted  in  the  negotiations 
for  this  facility. 

To  meettheirgrowth  plans,  Comdata  knew  they  needed  greater  flexibility,  both  in  their  financial  structure  and  in  the 
approach  of  their  investment  banker.  They  chose  Kidder, 
Peabody.  And  together  we  developed  a  creative  solution.   I  I 


Kidder,Peabody 


©   KIDDER,    PEABODY   &   CO     INCORPORATED     FOUNDED   1865     MEMBER   SIPC,    A   SUBSIDIARY   OF  GE. 


RETAILING) 


SHOPPING  FOR  JEANS  AND  SWEATSHIRTS:  JUNIORS  SPEND  ALMOST  $33  BILLION  A  YEAR 


YOU  JUST  CAN'T 
TALK  TO  THESE  KIDS 


As  a  market,  Japan's  18-to-21-year-olds  are  a  moving  target 


Mizuho  Arai  knows  what  she 
Hkes.  A  20-year-old  uniformed 
office  worker  by  day,  at  night 
she  assembles  a  decidedly  casual  look- 
loafers,  a  sweater,  Levi's  501s,  and  a 
black  parka.  Shopping  with  a  beige  L.  L. 
Bean  bag  over  her  shoulder,  she  pre- 
fers t)argain  outlets  to  the  high-priced 
designer  l)outi(iues  that  flourished  in  the 
1980s.  "I  don't  like  to  be  told  what's 
trendy,"  Arai  says.  "I  can  make  up  my 
own  mind." 

That's  bad  news  for  marketers  who 
would  rather  make  it  up  for  her.  Arai  is 
one  of  8.1  million  young  Japanese,  aged 


18  to  21,  dubbed  the  "baby  boomer  jun- 
iors." Mostly  the  children  of  Japan's 
baby  boomers,  they  spend  almost  $33 
billion  a  year,  according  to  ad  agency 
Dentsu  Inc.,  and  will  spend  more  as 
they  start  working  full-time. 

But  marketers  often  sound  downright 
baffled  by  the  juniors.  "They  don't  listen 
to  us,"  complains  Kenichi  Mizorogi,  cos- 
metics-development manager  at  $4.7  bil- 
lion Shiseido  Co.  Mizorogi  and  other 
marketers  spent  the  1980s  spotting  the 
must-have  fads  and  styles  that  the 
twentysomethings  of  the  last  decade- 
called  shinjinrui,  or  the  new  breed— haj)- 


liily  snapped  up.  In  the  late  198i 
e,xample,  Shiseido  launched  its  i 
Jean  line  of  makeup  with  the  a" 
sage  "everyone  is  buying  it."  Say 
rogi:  "That  would  never  work  no, 

So  what  has  come  over  Junioij 
survey,  Dentsu  has  found  juniorsj 
big  premium  on  individuality,  \ 
than  price  tags  and  labels.  Full! 
say  they  buy  what  they  like,  even 
not  a  famous  brand. 

That's  in  stark  contrast  to 
waves  of  young  consumers,  who 
fortunes  for  sellers  of  top  brands  s 
Shiseido,  Armani,  and  Gucci.  At 
Co.,  a  department-store  chain  aiii 
young  consumers,  customers  us 
l)uy  the  late.st  fashion  "no  matter  v 
looked  like  on  them,"  says  Mar 
Planning  Manager  Kaoru  Oya 
Wlien  a  look  caught  on,  such  as  th 
"body  con"  style  of  tight-fitting 
with  miniskirts,  young  Japanese  \ 
had  to  have  it.  Now,  Marui  fine 
hard  to  predict.  A  late- 1990  blip  ii 
blazers  fizzled  in  a  few  months- 
Marui  had  stocked  up  big  for  a 
boom.  A  combination  of  recession  i 
absence  of  big  fashion  trends 
Marui's  sales  down  5.3%,  the  chain 
drop  ever.  Sales  for  such  foreign 
tige  brands  as  Chanel,  Cartier,  and 
ny  are  also  soft. 

LESS  HUNGER.  Japan's  economic 
are  dampening  consumer  spend 
general,  of  cour.se.  But  sociologists 
juniors  are  also  reacting  to  the  i 
consumption  of  the  1980s,  when 
Japanese  for  the  first  time  had  mo 
burn.  And  because  the  juniors' 
increasingly  well-off  parents  b 
them  whatever  they  wanted,  sor 
servers  say  juniors  don't  have  as  g 
hunger  for  material  goods.  Insti 
fads  and  flash,  they  want  value 
l^licity,  and  practicalitj'.  "Comparei 
the  shinjinrui,  who  just  playe 
hopped  on  trends,  the  juniors  ar 
consumer  society,"  says  sociologist 
shi  Matsumoto  of  Nagoya  Univen 
So  marketers  can  no  longer  aii 


WHAT 

JUNIORS 

WANT 

Trends  and 
products 
appealing  to 
Japanese 
"Juniors," 
aged  18-2/ 


VALUE 

Newcomer  L.L. 
Bean  delivers  it; 
so  does  Dell 
Computer 


CASUAL  FASHION     'GREEN  CHIC 


J.  Crew,  Levi's,  Gap 
knockoffs:  Simple 
styles  appeal  to 
young  consumers 
rejecting  1980s 
ostentation 


The  ecology  pitch 
is  making  Body  Shop 
products  more  pop- 
ular among  Juniors 
than  fragrance  and 
beauty  aids  from 
Chanel 


EASE  OF  USE 

The  simplicity  of 
Macintosh  compu- 
ters appeals  more 
than  souped-up 
PCs  from  NEC 


ASSERTIVENEi 

Pepsi  Cola  score 
big  here:  Its  com 
ison  ads  against 
Coke  offend  old' 
Japanese  but  de 
lightjuniors  * 
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HmSLEirS  NAnONAL 
IHNnnNSALE! 


NOW,  EVERYONE 
CAN  OWN  AMERICA'S 
HWORITEMINIVAN. 

With  over  three  million  sold  to  date, 
Chrysler  minivans  have  outsold  all 
others  combined.  Your  Chrysler- 
Plymouth  dealers  proudly  present 
The  National  Minivan  Sale,  going 
on  now  at  The  Minivan  Store.  On 
sale  for  a  very  limited  time  are 
Plymouth  Voyager,  Plymouth  Grand 
Voyager  and  Chrysler  Town  & 
Country.  Each  comes  equipped  with 
a  standard  driver's  minivan  airbagt 
The  savings  begin  with  a  blanket 
5500  rebate.  Use  it  as  part  of  your 
down  payment,  or  pocket  the  money 
outright.  Plus  get  an  additional 
^1,100  cash  back*  on  select  options 
like  integrated  child  safety  seats, 
anti-lock  brakes,  quad  captain's 
chairs,  CD  player  and  luggage  rack. 
Plus  additional  savings  of  up  to 
^1,000*  0'^  select  models  and 
option  packages.  This  rare  oppor- 
tunity could  save  you  up  to  a  total  of 
^2,600    3II.  For  a  strictly  limited  time 
only  comes  The  National  Minivan  Sale, 
from  your  Chrysler-Plymouth  dealer. 
And  only  at  The  Minivan  Store. 


CHRYSLER 


Vlymoutfi 


The  Minivan  Store: 


ied  on  sales  comparison  to  other  manufacturers'  minivans.  tAirbag  is  fully  effective  only  with  seatbelt,  tTotal  of  rebates  on  select  options, 
vings  are  based  on  the  sticker  price  of  options  if  sold  separately 


market  that  responds  uniformly  and 
massively  to  one  trend.  'The  juniors  are 
dictating  a  fundamental  shift  in  market- 
ing strategies,"  says  Kenji  Mizuguchi, 
direct<jr  of  market  researcher  Strategic 
Design  Institute.  Marketers  are  getting 
accustomed  to  short-lived  fads  or  trend- 
lets.  Take  the  recent  popularity  of  casu- 
al American  styles.  Many  juniors  are 
flcx'king  to  the  L.  L.  Bean  Inc.  store  that 
opened  in  Tokyo  last  November.  In  Feb- 
ruary, clothing  company  Renown  Inc. 
began  selling  casual  wear  from  mail- 
order company  J.  Crew  Inc. 

The  fashions  appeal  to  juniors'  appe- 
tite for  simplicity  and  value.  Renown  is 
aiming  for  S68  million  in  Japanese  sales 
of  J.  Crew  this  year.  L.  L.  Bean  expects 
$5  million  from  its  store.  But  because 
the  juniors  are  such  a  fragmented  mar- 
ket, no  one  is  predicting  the  American 
casual  look  will  soon  dominate  Japanese 
fashion  as  it  might  have  in  the  1980s.  By 
contrast,  in  1991.  Louis  \'uitton  sold  S.500 
million  worth  of  luggage  and  accesso- 
ries to  the  Japanese. 
PAYOFF.  Still,  aiming  at  this  group  can 
produce  a  healthy  payoff.  For  10  years, 
Sanyo  Electric  Co.  has  sold  a  series  of 
appliances  called  "It"s"  that  suits  the 
needs  of  18-to-25-year-olds.  As  the  jun- 
iors crept  into  that  age  bracket,  they 
demanded  easier  use.  not  the  gadgetry 
for  its  owTi  sake  popular  in  the  1980s.  So 
Sanyo  simplified  the  controls  of  every- 
thing from  televisions  to  telephones. 
Recognizing  juniors"  simpler  apparel  hab- 
its, it  added  a  "jeans-washing"  mode  to 
the  hue's  washing  machine.  Sales  of  the 
It's  series  have  tripled  since  1990. 

Marketers  are  also  learning  what  in- 
tensely practical  shoppers  juniors  are. 
Young  trendies  used  to  buy  popular  cos- 
metics without  even  trying  them  first. 
Now.  to  appeal  to  the  more  discriminat- 
ing juniors,  Shiseido  will  offer  Ameri- 
can-style sampling  in  its  25,000  outlets. 

Juniors  are  already  ha\ing  a  startling 
impact  on  advertising.  Japanese  have 
long  considered  comparative  advertis- 
ing disrespectful.  But  according  to  Tomo- 
taka  Yanase,  assistant  marketing  direc- 
tor of  Pepsi-Cola  Japan,  in  1991  focus 
groups  revealed  juniors  would  appre- 
ciate an  ad  that  mocked  a  rival  in  a 
frank  and  funny  way.  So  PepsiCo  Inc. 
rocked  Japan  with  a  spot  in  which  rap 
star  Hammer  depicted  market  leader 
Coke  as  the  beverage  that  turns  you 
into  a  nerd.  Pepsi's  cola  sales  in  Japan 
jumped  19%  that  year,  and  Cieneral  Mo- 
tors and  Compaq  have  since  iim  compar- 
ative ads,  too. 

Ad  execs  in  general  try  to  avoid  ads 
just  urging  juniors  to  follow  the  trend. 
"You  can't  fool  them,"  advises  Dentsu 
marketing  researcher  Chiaki  Yamagu- 
chi.  Instead,  you  have  to  convince 
them— a  tougher  task  in  any  market. 

By  Karen  Loivry  Miller  in  Tokyo 


TRAINS  I 


NEXT  STOP, 
AMERICA? 


Faster  trains  may  finally  get  on  track  in  the  U.S. 


'1 


E 


urope's  busiest  air  route  by  far  is 
Paris-London,  with  50  flights  a  day. 
But  in  about  a  year,  that  airborne 
traffic  is  likely  to  shrivel.  From  Paris, 
travelers  will  be  able  to  whoosh  to  the 
English  Channel  at  200  mph,  glide 
through  a  new  undersea  tunnel,  and  pull 
into  London  in  less  than  three  hours. 
DowTitowTi  to  douTitown,  that's  as  fast 
as  flying,  and  the  train  will  cost  20%  to 
30%  less.  Gloats  a  French  railway  offi- 
cial: "We're  going  to  take  the  entire 
market." 

\Miile  that  remains  to  be  seen,  trains 
are  making  a  comeback— superfast  ones, 
that  is.  They'll  be  streaking  all  over  Eu- 
rope within  the  decade, 
changing  the  way  the 
Old  World  travels  and 
remaking  the  airhne  in- 
dustry. Plans  are  afoot 
for  fast  lines  in  Cana- 
da, South  Korea,  and 
elsewhere.  And  with 


Amtn 


GRUMMAN  CORP. 
CONSORTIUM  MAGLEV 


spaces    of  Texa>. 

While  America 
ponders.  Europe 
builds.  Over  the  next 
decade  or  so,  it  plans 
an  18,000-mile,  high- 
speed network  t<i 
stretch  from  Seville 
to  Berlin  and  cost^ 
$76  billion.  France 
and  Italy  recently 
agreed  to  carve  a  S4 
billion  train  tunnel 
through  the  Alps.  In 
January,  four  railroads  signed  a 
million  order  for  French  trains  d  gi 
Vitesse  (TGvUitei 
fast  trains-that 
link  Paris.  Bru; 


THE  GREAT 
TRAIN  RACE 

Leading  fec/ino/ogies 
for  high-speed  rail 
travel. 


Superconducting 
magnets  should  give  a 
smoother  ride  then 
German  maglev. 
$20-60  million  per  mile 


Bill  Clinton  in  the 
White  House,  the 
U.  S.  may  finally  get 
on  board.  Hard  deci- 
sions remain  over 
whether  to  clear  the 
way  for  new  lines  at 
great  expense,  as  Eu- 
rope is  doing,  or  set- 
tle for  the  slighter 
speed  gains  of  up- 
grading existing  lines. 
But  advanced  rail  has 
plenty  of  advocates,  from  environmen- 
talists to  defense  contractors,  such  as 
Northrop  Corp.  and  Grumman  Corp., 
that  are  lobbying  Congi-ess  for  rail  pro- 
jects to  offset  lost  military  work.  And 
builders  are  promoting  projects  around 
the  country,  starting  with  the  wide-open 


MAGNETS        ^  RAIL 

PROS:  Lighter,  possibly  cheaper  than 
German  system,  with  same  300  mph 
top  speed.  One  of  four  designs 
developed  by  U.S.  consortiums. 

CONS:  Requires  several  more 
years  of  design  and  testing. 


Developed  by  Grumman  Corp., 
Honeywell  Inc.,  and  others. 
No  route  planned. 


Cologne,  and  Air 
dam  on  new  tracl 
im.  There  is  talk 
of  freight  TGVs 
double-deck  fast  t 
with  sleepers. 
JET  BUSTER?  Fran 
far  and  away  Eur 
fast-train  leadei 
240  TGVs  fan 
from  Paris  to 
big  French  c 
and  500  mon 
on  order.  But 
Germans  are  v 
ing  to  catch 
They  will  .spend 
billion  upgrE 
2,500  miles  of  1 
over  the  nex 
years.  Their  goi 
clear  the  air  b} 
placing  planes 
many  cars  on  n 
that  are  shorter 
300  miles.  The  I 
City  Express  (ICE),  2 
linking  Hamburg,  Frankfurt,  and 
nich  that  started  service  in  1991,  ii 
ing  drivers  from  their  BMWs  and  I 
to  its  superplush  interiors,  comf 
rooms,  and  seatback  video  screen 
third  of  business  travelers  who  d 
that  route  now-  take  the  train. 
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SCIENCE  &  TFCHI 


Ling  beyond  its  155  mph  K'E,  Cier- 
is  experimenting  with  magnetic- 
on  trains  that  can  hit  300  mph. 
Tiamic  "maglev"  cars  float  aliove  a 
'ay  on  a  magnetic  field,  jjropelled 
cisely  timed  magnetic  jolts.  The 
n  government,  Thyssen,  Siemens, 
:g  have  spent  $1.5  billion  develop- 
g  technology  and  want  to  try  it 
onn  has  agreed  to  a  Berlin-Ham- 
ine,  if  the  companies  can  raise 
e  financing.  The  180-mile  trip 
take  55  minutes,  with  stops.  One 
there  will  be  no 
lir  traffic  between 
urg  and  Berlin," 
:ts     a  Thyssen 


h  projects  threat- 
leave  in  the  dust 
ioneer  of  high- 
rail.  Japan's 
ansen  bullet 
,    which  began 
ng  in  1964,  now 
1,184  miles,  with 
nore  segments  un- 
onstruction.  But 
top  speed  is  a 
^t  167  mph.  And 
,"h    Japan  has 
working  on  ma- 
a  1991  train  fire, 
acquisition  prob- 
and tight  state 
3ts  hurt  its  pros- 
.  The  French  are 
?aders  in  export- 
ist-train  teclinol- 


GERMAN  TRANSRAPID 
MAGLEV 


MAGNETS 


&  TECHNOLOGY 


PROS:  Top  speed  of  up  to  300  mph. 

CONS:  Expensive.  Requires  extremely 
smooth  guidewoys  and  computer 
controls  to  keep  magnets  on  cars 
from  clamping  onto  guidewoys. 

Maglev  Transit  Inc.,  a 
German-Japanese  consortium, 
plans  1  3-mile  line  from  Orlando 
International  Airport  to  Disney 
World  vicinity. 


ogy.  They  supplied  the 
trains  for  a  Madrid-Seville  line  last  year 
and  beat  out  the  ice  for  the  Paris-Am- 
sterdam line.  The  TOv's  advantage  is 
speed:  After  a  five-year  shakeout,  it's 
due  to  go  225  mph  on  the  Paris-Brussels 
route. 

FRENCH  PITCH.  Now,  a  key  export  con- 
tract is  pitting  the  three  leading  steel- 
wheel  technologies  against  one  another. 
South  Korea  plans  an  $8  billion,  280- 
mile  line  linking  Seoul  and  Pusan  and 
will  choose  .shortly  among  the  TGV,  ICE, 
and  Shinkansen  (ta- 
bles). With  maglev 
still  considered  not 
ready  for  long-dis- 
tance service,  the 
three  other  technol- 
ogies are  likely  to 
compete  as  well  for 
projects  under  discus- 
sion in  Taiwan,  China, 
Canada,  Brazil,  and  Pa- 
kistan. The  French  are 
even  pitching  for  a 
380-mile  TGV  line  be- 
tween Moscow  and 
St.  Petersburg.  It 


GUIDEWAY 


would  be  cheaper 
than  upgi'ading  the 
abysmal  highway, 
say  the  TGV's  build- 
ers, who  believe  that 
they  could  find  for- 
eign financing. 

Everyone,  mean- 
time, is  eyeing  the 
U.  S.  The  potential 


TRAIN 


"c^nKlfugcUorces. 


J-RAIl 


PROS:  Cheapest  because  it 
works  entirely  on  existing  tracks. 
Increases  passenger  comfort 
because  it  leans  into  turns. 

CONS:  Top  speed  of  only 
1 50  mph  on  good  track. 

ABB  Aseo  Brown  Boveri 
testing  train  on  Amtrok  service  be- 
tween Washington  and  New  Haven. 


is  enormous,  says  Eberhard  Jaensch, 
a  member  of  the  German  Federal  Rail- 
way's high-speed  train  division,  because 
"the  U.  S.  [passenger]  rail  system  is  al- 
most as  bad  as  East  Germany's."  Ti'ain 
backers  are  counting  on  Clinton  to  throw 
the  switch  on  federal  support,  as  he 
promised  during  his  campaign.  If  he 
does,  they  add,  this  President  might  do 
for  U.  S.  rail  service  what  Dwight  D. 
Eisenhower  did  for  America's  highways 
l)y  starting  the  interstate  system. 

Proponents  of  rail  travel,  including 
Clinton's  Transportation  Seci'etary,  Fe- 
derico  Petia,  argue  that  fast  trains  could 
save  huge  sums  that  would  otherwise 
be  spent  on  expanding  saturated  roads 
and  airports.  Washington  has  l)udgeted 
$155  billion  to  repair  highways  over  the 
next  six  years,  for  example,  just  $45 
billion  shy  of  what  some  supporters  fig- 
ure it  would  cost  to  connect  major  traf- 
fic centers  with  a  high-speed  rail  net- 
work. And  trains'  energy  use  per 
passenger  mile  is  25%  that  of  jetliners, 
33%  that  of  cars.  The  Pi'esident  dreams, 
too,  of  new  joi)s,  with  idle  defense  plants 
beating  swords  into  parlor  cars.  Even 
trains  based  on  European  and  Japanese 
technology  would  most  likely  be  built 
in  the  U.  S.  And  Clinton  is  keen  to 
thrust  America  into  the  technology  race. 

Where  fast  trains  would  go  is  still 
undecided.  A  13-mile  maglev  line  is  be- 
ing built  in  Florida  to  take  tourists  from 
the  Orlando  airport  to  near  Disney 
World  at  up  to  250  mph.  And  in  the 
Northeast,  Amtrak  is  trying  out  "tilt" 
trains  from  Sweden  that  can  take  curves 
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comfortably  at  higher  speeds.  Author- 
ities point  to  a  half-dozen  regions  where 
high-speed  technology  might  be  applied, 
such  as  Texas,  California,  Florida,  North 
Carolina-Virginia,  Oregon-Washington, 
and  part  of  the  Midwest:  St.  Louis-Chi- 
cago-Detroit-Milwaukee. 

Tlie  project  furthest  along  is  in  Texas. 
Developers  there  are  mulling  a 
TCV  to  link  the  .state's  five  major 
cities  at  a  cost  of  $6.8  billion. 
Funding  so  far  has  come  from 
private  developers:  primarily 
GEC  Alsthom,  a  Franco-British 
venture;  Canada's  Bombardier, 
a  transportation  company;  and 
Morrison  Knudsen  of  Boise,  Ida- 
ho, a  construction-engineering 
company.  Congress  last  year  de- 
nied the  developers  a  waiver  to 
sell  tax-free  bonds,  which  air- 
ports have,  but  they  are  press- 
ing again,  with  White  House 
support.  "We're  just  asking  for  a 
level  playing  field,"  says  William 
J.  Agee,  chairman  of  Morrison 
Knudsen. 

STRAFING  RUN.  That  request  may  lead 
to  a  brawl  over  whether  fast  trains  are 
a  boon  or  boondoggle.  Some  air  carriers 
claim  the  latter.  Their  champion  is 
Southwest  Airlines  Co.,  which  is  asking 
Texas  to  revoke  the  franchise  for  the 
TGV  on  grounds  that  the  state  never 
showed  it  would  serve  the  public  inter- 
est. Backers  of  the  project  aim  to  grab 
two-thirds  of  Texas  airline  passengers. 
They  note  that  TGV  has  reduced  the  air- 
line share  of  Paris-Lyons  service  to  8%, 
from  70%  in  1980.  Southwest,  mean- 
while, cites  studies  indicating  that  the 
line's  ridership  forecasts  are  inflated, 
and  that  Southwest's  fares  are  so  low 
that  any  fast  train  would  reciuire  taxpay- 
er subsidies  of  $100  per  iiassenger  per 
trip  to  compete. 

Other  airlines  might  see  better  rail- 
roads as  allies.  Apart  from  Southwest, 
most  lose  money  on  short  hops.  So 
trains  could  replace  planes  as  the  spokes 
of  liul)-and-spoke  systems,  gathering  pas- 
sengers for  long-haul  flights.  In  fact,  the 
rail  lines  for  Texas,  California,  and  Flor- 
ida would  be  connected  to  airports.  In 
Paris,  a  huge  tgv  terminal  is  being  built 
at  Charles  de  Gaulle  Aii-port.  Air  France 
hopes  to  pull  passengers  from  Brussels, 
which  offers  fewer  international  flights 
and  will  be  just  over  an  hour  away  once 
TGV  service  starts  in  three  years. 

Some  critics  think  that  America's  sub- 
ur-ban  sprawl  will  limit  traffic  because 
people  don't  live  oi"  work  near  the  down- 
town stations.  Noise  and  land  destruc- 
tion bother  others.  A  decade  ago,  noise- 
wary  citizens  helped  kill  a  Japanese 
bullet-train  line  planned  from  Los  An- 
geles to  San  Diego.  And  Amtrak  two 


years  ago  scratched  plans  to  straighten 
50  miles  of  track  in  Connecticut  and 
Rhode  Island  after  it  realized  that  skirt- 
ing wetlands  and  Indian  bui'ial  grounds— 
and  building  two  major  bridges— would 
cost  $1.8  billion.  TGV  backers  flew  some 
50  Texas  farmers  to  France  in  Novem- 
ber to  wow  them  with  the  high-tech 


FRENCH  TGV 


RAIL 


PROS:  Fastest  train  on  steel 
wheels— up  to  200  mph.  In 
commercial  service  for  1 2  years. 

CONS:  Attains  high  speed  only 
on  new,  dedicated  track 
Noisier  and  slower  than  mag.'ev. 

GEC-Alsthom,  Bombardier, 
Morrison-Knudsen  plan 
five-city  Texas  route. 
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system.  "We  were  impressed,"  says 
rancher  Bill  Curtis.  "But  there's  no  way 
that  ripping  up  my  land  is  going  to  l)en- 
efit  Texas." 

Financing  is  the  biggest  obstacle,  how- 
ever. Superfast  trains  such  as  the  Lon- 
don-Paris express  require  their  own, 
new  tracks,  which  could  cost  up  to  $100 
million  per  mile  in  cities.  And  although 
France  says  its  TGV  is  profitable,  with  a 


15%  return  on  invested  capital,  bai 
say  that  because  of  high  constru 
costs  a  U.  S.  version  never  could  i\ 
its  debt  fi'om  farebox  revenue.  Supj 
ers  of  the  five-city  project  in  Texas  | 
already  ran  up  against  such  doubts.j 
December,  the  developers  found 
had  to  extend  by  12  months  the  de£ 
for  raising  initial  financing 
group  will  lose  its  state-gr; 
franchise  unless  it  can  start 
struction  on  the  project  by 
"It's  foolish  to  think  the  pr 
sector  can  finance  these  thi 
says  Robert  M.  Brown  I 
managing  partner  at  Lei 
Brothers. 

The  Clinton  Administr; 
concurs.  "Rail  service  will 
some  kind  of  subsidy  as  a 
ter  of  public  policy,"  says  T 
portation's  Pena.  The  new 
retary  sees  Washington  a 
as  a  partner  with  private 
terprise  and  local  governm 
Many  bankers  say  that  wil 
be  enough.  They  believe 


without  funding  guarantees  to  er 
completion  despite  cost  overruns, 
struction  is  too  risky.  Says  Jamt 
Runde,  who  oversees  the  transport 
group  at  Morgan  Stanley  &  Co.: 
biggest  obstacle  to  financing  a  projc 
this  sort  is  finding  the  party  with 
pockets  to  bear  the  completion  risl 
MEAN  LEAN.  So  cheaper,  less  zippy  t 
may  arrive  first.  America's  fastest 
now  is  the  New  York-Washington  IVl 
liner,  which  hits  125  mph.  But  the  £ 
ish  X2000  that  Amtrak  is  testing 
tween  Washington,  New  York,  and 
Haven  can  go  150  mph  on  straight  t 
Plus  it's  40%  faster  on  curves  than 
ventional  trains  because  its  axles  s' 
to  follow  the  rails  and  a  hydraulic  t 
device  leans  its  cars  inward.  The  pr 
right:  Amtrak  would  pay  $450  m 
for  26  trains,  plus  $200  million  to  el 
fy  the  northern  section  of  the  New 
Boston  track.  Boston  to  New  York  m 
take  less  than  three  hours,  inste: 
four  and  a  half.  In  fact,  some  expert 
gue  that  the  U.  S.  should  forget  £ 
high-cost  TGVs  and  stick  with  tilt  ti 
Some  12  freight  railroads  recently  si 
a  deal  with  Amtrak  to  let  such  t 
use  their  tracks  in  exchange  for 
dom  from  lial)ility. 

The  prized  U.  S.  market  for 
fastest  trains  might  not  pay  off  qui 
it  seems.  Still,  the  overseas  experi 
proves  that  in  the  right  corridors, 
speed  rail  could  he  just  the  thir 
bring  passengers  down  to  earth. 

By  Steivart  Toy  in  Paris  and  At 
Rothman  in  New  York,  with  Janin  F 
in  Dallas,  Christina  Del  Valle  in  \ 
ington,  and  Gail  E.  Schares  in  Bom 
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HE  1993  BUSINESS  WEEK  EXECUTIVE  PROGRAMS 


iIdndsOver 

PORIDMmERS 


Every  year,  Business  Week 
Executive  Programs  brings  together 

the  leaders  from  business, 
Ijovernment,  and  academia  to  tackle 
today's  most  pressing  issues. 


JANUARY  28  THROUGH  30 
The  Western  Roundlable  «>f  Chief  Executive  Officers 

at  the  Phoenix  Open,  Scottsdale,  Arizona 

FEBRUARY  II  THROUGH  Ut 
The  1993  Presidents'  Forum 

at  the  Bob  Hope  Chr\'sler  Classic,  hidian  Wells,  California 

APRIL  IS  THROUGH  17 
The  1993  Forum  of  Cliief  Financial  Officers 

at  the  PGA  Seniors  Championship,  Palm  Beach.  Florida 

MAY  S  THROUGH  6 
Tlie  Future  of  Worhl  Commmiications 

at  McGraft'Tlill  Woiid  Headquarters,  New  York,  New  York 

JUNE  28  THROUGH  29 
Rethinking  the  Computer 

at  the  Hotel  Macklowe,  New  \'ork.  New  York 

SEPTEMBER  21)  THROUGH  22 
The  1993  Asia  Symposium  of  Chief  Executives 

The  Portman  Shangri-La 
Shanghai,  China 

SEPTEMBER  22  THROUGH  23 
Informalicm  Hig;hways 

at  McGraw-Hill  World  Headquarters,  New  York,  New  York 

OCTOBER  2(1  THROUGH  22 
The  1993  Symposium  of  Cliief  Executive  Officers 

The  Willard  Intercontinental  Hotel, 
Washington,  D.C. 

NOVEMBER  r  THROUGH  S 
The  1993  European  Roundtal)le  of  Cliief  Executives 

Hotel  George  V 
Paris,  France 

NOVEMBER  l(i  THROUGH  17 
The  1993  Business  Weelv/Deloitte  &  Touche 
Health  Care  Sinnmit 

At  the  Willard  Intercontinental  Hotel,  Washington,  D.C. 


For  information  about  corporate  spon.sorship,  please  contact: 
William  H.  DeGraff  Director  of  Sale.s,  Strategic  Program.s 


212.512.6012 
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A  PUCK  01  GUM  A  DAY 
KEEPS  THE  DENTIST  AWAY? 


Chomping  gum — even 
sugar-free — sounds 
bad  for  your  teeth.  But 
scientists  at  the  National 
Institute  of  Standards  & 
Technology's  dental  lab 
in  Gaithersburg,  Md., 
have  developed  a  calci- 
um phosphate  "flavor- 
ing" that — added  to  gum 
<ir  toothpaste — could 
help  make  the  dentist's 
drills  a  memory. 

Ordinarily,  saliva  con- 
tains enough  calcium 
phosphate  to  counteract  the  nasty  effects  of  sugar.  When 
people  eat  too  many  sweets,  however,  the  sugar  generates 
more  enamel-eating  acid  than  the  saliva  can  handle.  Adding 
calcium  phospate  isn't  easy — the  chemical  won't  dissolve  in 
most  things  you  can  put  in  your  mouth.  But  NLST  researchers 
led  by  chemist  Ming  S.  Tung  have  found  an  amorphous  form 
of  calcium  phosphate  that  crystallizes  in  the  mouth,  producing 
the  compound  for  repairing  enamel.  The  technology  has  been 
licensed  to  Enamelon  Inc.,  a  Yonkers  (N.  Y.)  startup  that 
hopes  to  market  cavity-fighting  gum  within  a  year  or  two. 


A  CHESS  GRAND  MASTER  TEACHES 
COMPUTERS  TO  CUT  CORNERS 


Computers  keep  getting  better  at  chess,  but  they're  still  not 
as  good  as  a  grand  master.  That's  because  chess  programs 
typically  rely  on  the  brute-force  approach — sifting  through 
millions  of  moves  and  countermoves  for  all  possible  scenarios. 
Human  experts,  by  contrast,  ignore  obviously  flawed  strate- 
gies and  concentrate  on  fewer  alternatives. 

Now,  an  81-year-old  chess  grand  master,  Vladimir  Botvinyik, 
is  working  with  Hewlett-Packard  Co.  to  teach  computers  the 
tricks  he  honed  while  reigning  as  the  Soviet  chess  champ  from 
1948  to  1963.  With  help  from  other  chess  players  and  math- 
ematicians in  Moscow,  Botvinyik  hopes  to  develop  software 
techniques  that  mimic  the  insights  of  human  players. 

HP  isn't  after  a  computer  that  can  beat  Gary  Kasparov. 
Instead,  it  wants  to  develop  generic  methods  for  pruning  the 
dead-end  branches  from  any  so-called  search  tree.  This  would 
become  a  key  element  in  applying  artificial  intelligence  to  a 
wide  range  of  business  situations.  "What  we  are  doing  re- 
duces an  enormous  search  problem  to  almost  no  choices,"  says 
Botvinvik.  "This  is  how  a  master  thinks." 


TALK  ABOUT 
A  THINK  TANK 


The  nuclear  threat  posed  by  the  oi  l  Soviet  Union  may  be 
gone.  But  as  the  Persian  Gulf  war  demonstrated,  it's  im- 
possible to  keep  advanced  technology  away  from  a  determined 
despot.  That's  why  the  the  Army  Research  Laboratory  in 
Bethesda,  Md.,  has  launched  the  next  phase  of  a  never  ending 
cat-and-mouse  game  involving  tanks  and  antitank  weapons. 

The  Army  wants  to  develop  tanks  with  "smart  skins,"  which 
would  be  embedded  with  sensors  that  could  analyze  an  incom- 


ing projectile  and  respond.  It  would  all  happen  in  the 
second  after  the  projectile  hits,  but  before  it  penetra' 
tank's  armor.  For  example,  a  shell  of  ultraheavy  dep 
uranium  that  uses  kinetic  energy  to  plow  through  armor 
might  trigger  a  repulsive  explosion — the  method  already 
by  the  latest  reactive  armor.  A  missile  that  burns  thr 
with  a  superhot  plasma  might  be  repulsed  by  a  varie 
different  methods.  The  Defense  Dept.'s  Advanced  Resi 
Projects  Agency  is  evaluating  schemes  proposed  last  mon 
several  defense  contractors. 


HOW  TO  SQUEEZE  MORE  DATA 
ONTO  MAGNETIC  MEDIA 


Chemists  study  reactions  among  large  globs  of  atoms.  [ 
icists  delve  for  secrets  within  atoms.  Lost  in  the  sh 
until  recently,  was  the  in-between  realm:  clusters  of  a 
atoms.  There,  eerie  things  can  happen.  For  example,  scie: 
at  AT&T  Bell  Laboratories  discovered  in  1989  that  a  group 
silicon  atoms  is  so  unlike  a  cluster  of  12  or  14  atoms  thj 
virtually  a  separate  element. 

Researchers  at  Johns  Hopkins  University  have  now  u 
ered  a  similar  surprise  in  magnets.  Recording  data  on  coi 
er  disks  and  other  magnetic  media  relies  on  so-called  mag 
resistance — a  change  in  a  metal's  electrical  resistance 
exposed  to  a  magnetic  field.  Usually,  the  fluctuation  is  o 
order  of  27'.  Amplifying  that  change  would  reduce  the  ri 
errors  and  let  more  data  be  squeezed  into  the  same  spa 
Since  the  late  1980s,  scientists  have  been  achievinj 
greater  resistance  changes  in  the  lab  with  metal  films  fo 
from  multiple  superthin  layers.  Trouble  is,  these  dainty 
wiches  are  very  expensive  to  manufacture.  But  Hopkins  j 
cist  Chia-Ling  Chien  and  his  team  have  discovered  that  it 
size  that's  important,  not  the  precision  layering.  Just 
metal  granules  small  enough — clusters  of  a  couple  doz( 
oms — and  magnetoresistance  jumps  tenfold  or  more. 


THIS  ARTIFICIAL  SNOUT  KNOWS  STQ 
—AND  LAGER,  PILSNER,  AND  ALE 


B 


ritish  beer  drinkers 
'are  a  finicky  lot. 
Their  stubborn  prefer- 
ences support  hundreds 
of  local  brands — all  with 
a  subtly  different  taste 
and  aroma.  To  maintain 
quality,  brewmasters  de- 
pend on  beer  sniffers 
with  highly  educated 
noses.  Now,  scientists  at 
the  University  of  War- 
wick in  Coventry  have 
invented  an  artificial 
nose  that  may  rival  the 
sensitivities  of  the  professional  smellers. 

The  device  uses  a  dozen  polymers,  each  of  which  reac 
the  presence  of  a  particular  chemical  in  beer.  By  analyzin 
12  signals,  a  computer  can  tell  if  the  brew  is  0.  K. 
Brewers  Ltd.  in  Burton-on-Trent,  England,  is  testing  the 
which  Julian  Gardner,  a  senior  lecturer  in  electronics  at 
wick,  says  could  also  be  used  in  coffee  roasting,  per 
blending,  and  food  processing.  A  key  advantage:  The  nos 
be  poked  into  temperatures  or  chemical  concentrations 
for  human  snouts.  "It  won't  replace  people,"  says  Gar 
"but  it  will  improve  quality  control  in  the  factory." 
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NALLY,  THE  BUZZ  IS 
SOUT  SMALLTALK 


iness  is  getting  results  from  the  simple,  adaptable  software 


1970,  as  U.  S.  corporations  struj?- 
leil  to  make  sense  of  huge  main- 
•ames,  Alan  C.  Kay,  a  freshly  mint- 
hD,  set  out  to  build  computers  that 

children  could  program.  At  Xerox 
.'s  ground-breaking  Palo  Alto  Re- 
•h  Center  (PARC),  he  began  formulat- 
a  new  programming  language.  It 

to  be  simple  enough  for  young 
Is  to  grasp  yet  powerful  enough  to 

Kay  and  his  starry-eyed  re.search 

build  systems  tiiat  had  never  l:)een 


big.  It  now  runs  on  ordinary  desktop 
computers,  and  major  corporations, 
from  Citicorp  to  Texas  Instruments  Inc., 
are  using  it  to  break  the  limitations  that 
traditional  software  has  placed  on  their 
businesses.  Most  business  applications- 
running  an  accounts-payable  system, 
say— are  written  in  languages  such  as 
COBOL  that  require  a  separate  line  of 
code  for  every  minute  function.  It  can 
take  years  to  finish  a  major  application. 
And  by  then,  even  if  the  software  works 


-A 

lARKABLE 


:  AMERICAN  AIRLINES  CREATED  A  COMPLEX  SYSTEM  WITH  SMALLTALK-IN  EIGHT  MONTHS 


before.  He  called  it  Smalltalk. 
)r  years,  Smalltalk  remained  in  the 
ows,  something  for  computer  scien- 

and  a  few  daring  customers,  in- 
ing  the  Central  Intelligence  Agen- 

They  grasped  the  profound 
kthrough  it  embodied— a  concept 
d  object-oriented  progi'amming  by 
h  programs  can  reuse  prefabricated 
iks  of  code.  But  Smalltalk  didn't 
k  the  corporate  market  because  it 

so  different  from  other  methods. 

it  was  exotic.  For  years,  it  recjuired 
ecial  computer  that  only  Xei'ox  sold, 
iddenly,  though,  Smalltalk  is  hitting 


as  planned,  it  may  no  longer  be  what 
the  company  needs  to  compete.  Worse, 
it  may  be  difficult,  perhaps  impossible, 
to  modify. 

The  problem  takes  on  ominous  pro- 
portions when  you  consider  that  soft- 
ware is  an  essential  tool  not  only  in  the 
office  but  also  in  creating  products  and 
services.  "The  saber-toothed  tiger  is  six 
inches  from  the  face  of  many  American 
businesses,"  says  Kay,  now  an  Apple 
Computer  Inc.  research  fellow.  "They 
are  desperate  and  are  willing  to  try 
things  they  would  not  have  considered." 

Smalltalk  to  the  rescue.  Simply  by 


enabling  lai-ge  programs  to  be  built  from 
pretested  software  objects,  it  can  pro- 
vide tenfold  leaps  in  programmer  pro- 
ductivity and  software  quality.  Progr-ams 
are  completed  sooner,  work  better,  and 
can  withstand  repeated  and  radical 
change. 

NOUNS  AND  VERBS.  Perhaps  more  im- 
portant, Smalltalk  programs  deal  in 
terms  nontechies  can  understand.  Where 
most  programming  languages  deal  in 
"subroutine.s"  and  "do-loops"— terms  that 
bear  no  relation  to  the  actual  world  of 
business— objects  created  in  Smalltalk 
can  capture  the  properties  and  behavior 
of  things  in  the  real  world.  An  object 
can  be  a  shipping  schedule,  an  invoice, 
or  a  warehouse  shelf.  "Smalltalk  lets 
you  use  your  own  nouns  and  verbs," 
says  Dave  Thomas,  president  and  chief 
executive  of  Object  Technology  Interna- 
tional Inc.,  a  Smalltalk  software  supplier. 

And  because  these  objects  can  simu- 
late the  functions  of  their  real-world 
counterparts,  they  can  intei'- 
act  as  they  need  to— instead 
of  requiring  a  programmer 
to  plan  every  step.  The  shelf 
object  will  "know"  its  con- 
tents when  the  shijjment  ob- 
ject calls  over  for  an  invento- 
ry item.  The  behavior  of  the 
shelf  or  any  object  can  also 
!)e  modified  at  any  time,  of- 
ten by  nonprogrammers. 

Even  though  Smalltalk 
sales  remain  tiny— about  $.30 
million  a  year,  but  doubling— 
the  successes  are  beginning 
to  pile  up.  In  1991,  Ameri- 
can Airlines  Inc.  wanted  a 
new  system  to  help  track 
and  dispatch  crew,  meals, 
and  other  resources  for  2,600 
interconnecting  flights  a  day. 
This  is  the  "nerve  center  of 
the  airline,"  says  Dennis 
Styles,  a  project  manager 
with  American's  Sabre  Sys- 
tems computer  unit.  In  the 
old  system,  each  dispatcher 
in  Dallas  would  scan  data 
from  a  variety  of  mainframe  data  bases 
to  manage  the  comings  and  goings  of 
daily  flights.  It  was  a  complex  web  of 
data  that  had  to  be  constantly  rejig- 
gered  to  accommodate  changes,  such  as 
delays. 

In  the  new  system,  each  flight  can 
be  represented  on  the  screen  graphical- 
ly. By  clicking  with  a  mouse,  the  dis- 
patcher can  call  up  all  the  relevant  data, 
represented  by  objects  such  as  "plane." 
And  when  there's  a  change— say  the 
flight  must  be  rerouted  to  avoid  bad 
weathei'— the  information  is  automatical- 
ly passed  on  to  the  other  objects  (such 
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as  those  rei<resenting  connecting  flights 
and  their  crew  assignments).  A  team  of 
three  [n  ugrammers  wrote  the  system 
in  Smalltalk  in  eight  months  and  dis- 
covered only  two  errors— "a  remarkable 
turnaround  time,"  Styles  says. 
BIG  DEMAND.  Some  of  Smalltalk's 
biggest  fans  are  on  Wall  Street,  where 
new  financial  "products"  get  created  al- 
most daily.  First  Boston  Corp.  says  it 
now  gets  computer  models  of  brand-new 
financial  instruments  done  in  days,  not 
months.  Morgan  Stanley  &  Co.  is  re- 
writing a  global  trading  system  in  Small- 
talk for  extra  flexi})ility,  and  J.  P.  Mor- 
gan &  Co.  is  using  it  to  quickly  model 
customized  swaps,  options,  and  other 
"derivatives."  Smalltalk  experts  ai'e  in 


1979  that  Steven  P.  Jobs  saw  Smalltalk 
and  got  the  idea  for  what  became  the 
Apple  Macintosh. 

Today,  the  Smalltalk  language  is  avail- 
able in  a  handful  of  versions.  Packages 
for  IBM-compatible  PCs  and  Sun  Micro- 
systems Inc.  machines  range  in  price 
fi-om  $.500  to  $3,500.  For  now,  however, 
there  are  relatively  few  programmers 
who  can  take  advantage.  Because  it's 
so  different  from  other  languages  and 
because  there  are  thousands  of  objects 
to  learn,  it  takes  longer  to  master  Small- 
talk. To  help  spread  the  word,  the  two 
leading  suppliers  of  Smalltalk,  Digitalk 
Inc.  and  ParcPlace  Systems,  a  spinout 
from  Xerox  PARC,  now  sell  kits  of  pre- 
packaged objects.  As  corporations  see 


talk  a  decade  ago.  It  hired  Xen 
create  the  Analyst,  a  Smalltalk-t 
computer  that  helped  CiA  emplc 
browse  through  a  vast  collectic 
maps,  data  bases,  spreadsheets, 
text.  Because  of  the  system's  mall( 
ity  and  inherent  simplicity,  the  ana 
could  customize  the  system  to  suit 
tastes  and  changing  assignments.  "I 
saw  something  you  didn't  like,  you 
break  into  the  code  yourself  and 
modifying  it  till  you  got  it  right.  Il 
intuitive,"  says  Angela  Jo  Coppola 
agency's  resident  Smalltalk  guru, 
her  degree  was  in  history,  Co] 
points  out. 

These  days,  one  of  the  most  pr 
ing  applications  of  Smalltalk  is  in 


BUILDING  BLOCKS  FOR  BETTER  PROGRAMMING 


OLD-STYLE  LANGUAGES  (FORTRAN,  COBOL,  ETC.) 

DEFINING  THE  TASK  A  team  of  business  managers  prepares 
a  detailed  document  specifying,  as  precisely  as  it  can,  just  v/hot 
the  program  should  do. 

THE  PROCESS  The  document  is  used  to  prepare  a  design  of 
the  program.  Programmers  divide  up  the  design  and  write 
thousand  of  lines  of  program  from  scratch.  If  all  goes  well,  the 
pieces  work  together  as  planned  and  the  system  fulfills  the 
original  requirements— which  may  be  out  of  date  by  then. 

ELAPSED  TIME  ' 

Months.  And  if  the 
application  needs 
major  modifications, 
it  may  have  to  be  : 
rewritten  extensively. 


SMALLTALK 

DEFINING  THE  TASK  The  Smalltalk  programmer  search( 
library  of  objects  (prefabricated  chunks  of  software)  lookii 
for  those  that  may  be  useful  to  the  task. 

THE  PROCESS  Within  days,  a  few  objects  have  been 
slapped  together  to  create  a  bare-bones  prototype.  The 
customer  gets  to  "test-drive"  the  prototype  and  provide  crit 
feedback.  By  repeatedly  refining  and  retesting  the  prototy 
this  way,  it  develops  into  just  what  the  customer  needs. 

ELAPSED  TIME 

Weeks.  And  the 
program  is  always 
ready  for  future 
changes,  using  the 
some  procedure. 


-  5  K 

i 


such  demand  on  the  Street  that  the  best 
of  them  command  as  much  as  $2,000 
a  day. 

Smalltalk  is  no  free  lunch,  proponents 
are  quick  to  warn.  That's  because  it  de- 
mands a  radical  shift  in  point  of  view. 
Progi'ammers  must  "unlearn"  traditional 
thinking  about  their  task.  As  Lorette 
Cameron,  a  J.  P.  Morgan  vice-president, 
puts  it,  "traditional  software  is  like  a 
centrally  planned  economy,  with  a  mas- 
ter planner  controlling  everything.  Ob- 
jects are  autonomous,  and  you  get  the 
equivalent  of  the  invisible  hand  making 
the  decisions." 

Smalltalk's  advantages  were  readily 
apparent  from  the  beginning  at  Xerox. 
The  language's  development  led  to  the 
now-familiar  graphical  user-interface, 
composed  of  graphical  objects:  overlap- 
ping program  windows,  icons,  pop-up 
and  drop-down  menus,  and  buttons  to  be 
clicked  on  with  a  mouse.  It  was  dm-ing  a 
visit  to  the  Palo  Alto  Research  Center  in 


the  benefits  of  Smalltalk  and  more  pro- 
grammers are  trained,  however,  the  lan- 
guage could  replace  COBOL  as  the  stan- 
dard for  business  programming,  says 
Tom  Love,  president  of  OrgWare  in  Rox- 
bury.  Conn.,  one  of  many  object-tech- 
nology consulting  firms  that  have 
cropped  up. 

SPY  POWER.  That  may  seem  wildly  ojjti- 
mi.stic.  But  Smalltalk  and  object  pro- 
gi"amming  in  general  are  gaining  a  repu- 
tation as  the  ultimate  power  tools  for 
programmers.  In  fact,  object  program- 
ming could  be  about  the  only  way  to 
cope  with  the  complexities  of  business 
programming— constantly  changing  PC 
networks,  new  types  of  information  such 
as  full-motion  video  and  sound,  and  rap- 
id shifts  in  business  conditions.  With 
"ti'aditional  programming,  you  would  not 
have  been  al)le  to  deal  with  the  same 
level  of  complexity,"  says  J.  P.  Morgan's 
Cameron. 

The  CIA  realized  the  power  of  Small- 


ness  modeling.  Using  objects  to  r 
sent  business  functions,  managers 
want  to  "reengineer"  their  opera 
can  try  out  new  ideas  within  the 
confines  of  their  computers.  Pare 
has  teamed  up  with  management  c( 
tants  Gemini  Consulting  Inc.,  an  i 
tor,  to  produce  a  collection  of  ge 
business  objects.  These  can  sim 
new  office  procedures,  for  instance 
later  on  help  create  the  necessary  u 
lying  software. 

Will  Smalltalk  sweep  the  com] 
industry?  Perhaps,  but  not  .soon.  TI 
still  all  that  old,  inflexible  software 
customers  rely  on— and  that  they 
dare  muck  with.  Says  Colin  Crook, 
corp's  senior  technologist:  "The  t 
dy  of  the  '70s  and  '80s  was  tha 
poured  cement  over  everything  wit 
systems."  If  only  they  had  paid  atte 
to  Alan  Kay.  Then  modifying  all  i 
systems  would  be  kid  stuff. 

By  John  W.  Verity  in  New 
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INFORMATION  PRO 


THE  COMPUTER  BOWL 

IS  FILLING  UP. 

The  Computer  Museum's  5th  Annual  Computer 
Bowl  rapidly  approaches.  The  contestants  are 
training  hard.  Sponsors  are  lining  up.  Enthusiasm  is  at  a 
fever  pitch.  The  whole  world  is  watching.  Don't  wait 
another  nanosecond.  Make  your  ticket  reservations  now. 
The  Computer  Bowl  is  filling  up.  And  if  it's  anything  like 
last  year,  The  Computer  Bowl  will  soon  runneth  over. 

Associai! 
The  San  Jos 
Satellite  bro 

EAST  COAST  TEAM:  Mitchell  E.  Kertzman,  Captain,  Powersoft  Corporation;  John  F.  Burton,  LEGENT 
Corporation;  Neil  J.  Colvin,  Phoenix  Technologies  Ltd.;  AlainJ.  Hanover,  Viewlogic  Systems,  Inc.;  Patricia 
B.  Seybold,  Patricia  Seybold  Group.  WEST  COAST  TEAM:  Harry  J.  Saal,  Captain,  Network  General 
Corporation;  Jean-Louis  Gassee,  Be  Incorporated;  Jerry  Kaplan,  GO  Corporation;  Michael  A.  McConnell, 
SuperMac,  Inc.;  Lisa  G.  Thorell,  Dataquest  Incorporated.  "THE  EXAMINER,"  Bill  Gates,  Microsoft 
Corporation.  JUDGES:  Dr.  David  L.  Nelson,  Fluent,  Inc.;  John  F.  Shoch,  Asset  Management  Company. 

FOUNDERS:  Pat  Collins  Nelson  and  Dr.  David  L.  Nelson.  UNDERWRITERS:  Apple  Computer,  Inc.  OFFICIAL  SPONSORS:  Bank 
of  Boston,  The  Bank;  BASF  Information  Systems,  The  Diskette;  Intel  Corporation,  The  Microprocessor;  LEGENT  Corporation,  The 
Enterprise  Systems  Management  Provider;  MasPar  Computer  Corporation,  The  Massively  Parallel  Computing  Company;  Merrill, 
Pickard,  Anderson  &  Eyre,  The  Venture  Capital  Firm;  Network  General  Corporation,  The  Network  Analyzer;  Price  Waterhouse,  The 
Accounting  Firm;  Robertson,  Stephens  &  Company,  The  Investment  Bank;  Stratus  Computer,  Inc.,  The  Transaction  Processor; 
Viewlogic  Systems,  Inc.,  The  Official  Electronic  Design  Automation  Company;  Visix  Software  Inc.,  The 
High  Performance  Workstation  Software  Company;  Wellfleet  Communications,  Inc.,  The  Internetworking 
Company.  The  Computer  Bowl  is  broadcast  on  the  PBS  series,  "Computer  Chronicles,"  hosted  by  Stewart 
Cheifet.  The  Computer  Bowl  is  a  project  to  benefit  the  educational  programs  of  The  Computer  Museum, 
300  Congress  Street,  Boston,  MA  02210.  For  tickets  and  sponsorship  information  (6 17)  426-2800  ext.  399. 


TALL  ORDER  FOR 
SMALL  BUSINESSES 


OFTEN  SEEN  AS  ECONOMIC  SAVIORS,  THEY  lACE  MOUNTING  PROBLE 


Toiiv  Slilh  wasn't  out  to  change  the 
U.  S.  economy  when  he  decided  to 
go  into  business  in  October,  1985. 
The  small  St.  Louis  packaging  company 
where  he  worked  had  just  filed  for  bank- 
ruptcy, after  spending  $6  million  more 
than  it  exjjected  on  an  expansion.  "We 
were  suddenly  faced  with  losing  our 
jobs,"  recalls  Stith.  So  he  and  a  fellow 
worker  mortgaged  their  houses  and  beat 
the  bushes  for  investors  to  raise  cash  to 
buy  the  company.  Thus  was  born  three- 
employee  Best-Pack  Corp.,  which  seven 
years  later  supplies  specialized  packaging 
and  supplies  to  the  likes  of  McDonnell 
Douglas  Corp.  and  Hallmark  Cards  Inc. 

Stith  and  the  millions  of  small  busi- 
nesspeople  like  him  are  increasingly  be- 
ing hailed  as  the  great  job-creation 
hopes  of  America.  It's  easy  to  see  why: 
Small  businesses— defined  by  the  gov- 


ernment as  those  employing  500  or  few- 
er—accounted for  3.2  million  nev/  jobs 
between  1988  and  1990,  when  l)ig  busi- 
ness had  a  net  loss  of  500,000  jobs. 

And  now,  as  corporations  such  as  IBM 
and  Boeing  continue  to  announce  lay- 
offs in  the  midst  of  an  economic  recov- 
ery, the  care  and  feeding  of  small  busi- 
ness is  at  the  heart  of  a  policy  debate  in 
Washington.  To  help  put  jobs  into  the 
current  jobless  recovery,  President  Bill 
Clinton  says:  "We  have  to  look  for  ways 
to  try  to  help  spur  small-business  and 
medium-sized-business  job  gi'owth." 
NEW  WOES.  But  can  the  job-growth  en- 
gine of  the  1980s  remain  a  powerhouse 
in  the  1990s'?  There  are  plenty  of  rea- 
sons to  worry.  Rising  taxes  will  pinch 
profits,  even  as  demand  flags  for  many 
of  the  personal-service  businesses  that 
spi'outed  in  the  1980s.  Financing  remains 


tight.  Employee  benefits,  esp€ 
health-insurance  programs,  have  b 
too  expensive  for  many  small  out 
offer— leaving  them  at  a  disadva 
in  wooing  skilled  workers.  And  cc 
ing  with  new  regulations— ranging 
family  leave  to  providing  access  h 
disabled— could  suck  up  cash  that 
otherwise  be  used  for  growth. 

Add  it  all  up,  and  the  entrepre 
America  looks  to  for  job  growth 
find  themselves  hobbled  in  the  ne: 
years.  "The  obstacles  for  creat 
brand-new  business  are  now  highe 
the  potential  for  return  is  now 
than  in  the  1980s,"  warns  Willis 
MacReynolds,  economist  at  the 
Chamber  of  Commerce.  "So  in  the 
you  might  not  have  as  much  nei 
business  creation  adding  employm 
small  business." 
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SPECI 


lALL  BUSINESS:  ITS  SHARE 
U.S.  JOBS  IS  UP  A  BIT... 


...BUT  GROWTH  COMES  IN 
THE  SMALLEST  COMPANIES... 


...WHERE  JOB 
QUALITY  IS  POOREST 


PERCENT  OF  EMPLOYMENT  IN  BUSINESSES 
WITH  FEWER  THAN  500  EMPLOYEES 


4.0 


3.0 


2.0 


JOBS  CREATED  OR  LOST 

1988  1990 


.0  — 


20-499 
EMPLOYEES 


500+ 
EMPLOYEES 


'82 


'86  '88 


ENT 


119 
EMPLOYEES 

1.0 ' 

▲  MILLIONS 

DATA:  SMAU  BUSINESS  ADMINISTRATION,  UBQR  DEPT.,  JAMES  L  MEDOFF,  BUSINESS  WEEK 


PAY 


Average  per-hour  wages  and  salaries 
at  private-sector  employers  as  of  March,  1991 


1  -99  workers 


$10.00 


100-499  workers 


10.32 


500  or  more  workers 


14.26 


BENEFITS 


*  Average  employer-paid  total  benefits  per  hour 
at  private-sector  employers  as  o(  March,  1991 


1  -99  workers 


$3.36 


100-499  workers 


3.99 


500  or  more  workers 


6.32 


'90 


TDTAl  BENEFITS  INCLUDE  UFE/HEALTH  INSURANCE,  PENSION,  VACATION,  HOLIDAY,  SICK  PAY, 
AND  lEGALLV  REQUIRED  BENEFITS  SUCH  AS  SOCIAL  SECURITY  AND  UNEMPLOYMENT  TAXES 


!sident  Clinton  has  left  little  doubt 

le  wants  to  bolster  the  job-creation 
of  small  business.  His  Administra- 

las  proposed  a  number  of  meas- 

ranging  from  tax  credits  to  regula- 
relief,  designed  to  help  small 

inies.  But  many  owners  find  that 

eality  of  the  plans  falls  short  of 

letoric.  Most  of  the  measures,  they 
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)  contrast,  compa- 
employing  more 
'500  workers  creat- 
nly  around  187,000 
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l  ie.  "Small  business 


lEPORT 


is  one  of  the  vestal  virgins  of  the  U.  S. 
economy,"  says  Jack  A.  Kyser,  chief 
economist  for  the  Economic  Develop- 
ment Corp.  of  Los  Angeles  County. 
SMALL  BLESSINGS.  In  recent  years,  this 
adulation  has  spawned  a  policy  of  tax 
preferences  and  regulatory  dispensations 
for  millions  of  small  businesses.  Many  of 
the  smallest  of  businesses,  for  example, 
have  so  far  been  exempted  from  federal 
mandates  on  family  leave.  Not  only  did 
federal  and  local  authorities  hope  to  en- 
courage further  job  creation,  but  many 
policymakers  were  also  eager  to  find 
that  special  one  small  company  in  20 
that  goes  on  to  become  a  Dell  Computer 
Corp.  or  Federal  Express  Corp.  Being  a 
fan  of  small  business  has  also  been  good 


CLINTON'S  SMALL-BUSINESS  INITIATIVES: 
LESS  THAN  MEETS  THE  EYE 


INVESTMENT  TAX  CREDIT 


PROPOSAL  Permanent  investment  tax 
credit  of  7%  for  property  or  equip- 
ment put  into  service  between  Dec.  3, 
1 992  and  Dec.  3 1,  1 994.  Falls  to  5% 
for  equipment  put  to  use  later.  Eligible 
companies  must  have  annual  sales 
below  $5  million  in  tfie  tfiree  years 
preceding  tfie  taxable  year. 

IMPACT  Because  of  the  low  revenue 
ceiling,  many  small  manufacturers 
would  be  ineligible. 


HEALTH  INSURANCE  FOR  SEL^EMPLOYED 


CAPITAL-GAINS  TAX  RELIEF 


PROPOSAL  A  50%  capital-gains  tax 
break  on  profits  from  the  sale  of 
small-company  stock  held  for  at 
least  five  years.  Applicable  to 
companies  that  have  raised  no 
more  than  $50  million  in  capital. 

IMPACT  More  symbolic  than  a  real 
investment  incentive,  since  most 
small  companies  at  this  capital 
level  typically  don't  use  stock 
financing. 


PROPOSAL  Extend  through  1993  the 
25%  deductibility  of  health  insurance 
premiums  for  the  self-employed  and 
their  dependents. 

IMPACT  A  popular  cause  among  the 
self-employed,  whose  health  insur- 
ance premiums  are  treated  less  fav- 
orably than  the  employees  of  their 
small  businesses.  This  will  score 
points  for  the  new  Administration. 

DATA:  BUSINESSWEEK 


ENTERPRISE  ZONES 


PROPOSAL  Designate  50  federal  ent- 
erprise zones,  giving  targeted  invest- 
ment incentives  to  businesses  that 
locate  there. 


IMPACT  A  politically  charged  pro- 
posal, with  most  congressmen  hop- 
ing their  districts  will  be  designated. 
The  ultimate  benefits  are  difficult  to 
assess  since  no  one  knows  where  the 
zones  will  be  located. 


politics:  More  than  36  million  American 
workers  are  employed  by  businesses 
with  fewer  than  100  employees.  And 
small-business  executives  tencl  to  be  civ- 
ic leaders  and  active  politically. 

The  new  Administration  is  clearly 
conscious  of  the  economic  and  political 
clout  of  small  business.  As  part  of  his 
plan  to  spur  the  sluggish  economy.  Pres- 
ident Clinton  bestowed  several  bless- 
ings on  mini-enterprises:  a  permanent 
tax  credit  for  very  small  companies  that 
invest  in  equipment  and  a  50%  capital- 
gains  tax  exclusion  on  profits  on  stock  in 
certain  small  businesses.  The  Adminis- 
tration also  left  the  corporate  tax  rate 
for  small,  low-profit  businesses  un- 
changed, despite  increasing  it  for  large 
corporations  (table). 

Also,  to  quell  com- 
plaints about  tightfisted 
lenders  being  fearful  of 
regulatory  scrutiny  of 
small  loans  on  their 
books,  Clinton  said  in 
March  that  he  would 
ease  loan-documentation 
requirements  for  strong- 
er banks  within  three 
months.  Instead  of  rely- 
ing on  past  financial 
data  alone,  bankers  can 
take  into  account  a 
small-business  owner's 
experience,  making  it 
easier  for  bankers  to 
make  so-called  charac- 
ter loans  to  small  busi- 
ness. "This  is  the  first 
time  in  a  long  time  that 
we  have  had  a  budget 
proposal  that  stimulates 
the  small-business  sec- 
tor and  recognizes  that 
small  business  is  essen- 
tial to  the  nation's  eco- 
nomic strength,"  says 
John  C.  Rennie,  owner 
of  $30  million  electronics 
manufacturer  Pacer 
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Heverly  Zeiss 

PRIVATE-DUTY  NURSING 


Beverly  Zeiss  calls  it  "the  businesswom- 
an's tax."  That's  the  extra  $12,000  in 
interest  that  she  reckons  she  paid  by  us- 
ing her  credit  cards  when  banks  reject- 
ed her  loan  request  in  1986.  Zeiss 
needed  nrioney  to  pay  her  employees 
at  Critical  Care  Associates,  a  Montclair 
(N.  J.)  private-nursing  firm.  Zeiss,  46 
and  a  registered  nurse,  says  that  hospi- 
tals owed  her  $2.2  million.  But  bankers 
responded:  no  collateral.  So  Zeiss,  who 
believes  her  gender  had  as  much  to  do 
with  the  rejections,  borrowed  $92,483 
on  her  cards.  "I  felt  frustrated  not  being 
taken  seriously,"  says  Zeiss,  who  now 
frets  that  health-care  cost  controls  could 
limit  her  company's  growth. 


Systems  Inc.  in  Billerica,  Mass.,  and 
president  of  National  Small  Business 
United,  a  lobbying  gi'oup. 

Upon  closer  examination,  however, 
tiie  Administration's  plan  looks  disap- 
pointing to  many  small-business  owners. 
For  example,  the  $5  million  sales  cap 
for  companies  eligible  for  Clinton's  much- 
praised  investment  tax  credit  (ITC)  "is  so 
low  that  it's  only  suitable  for  develop- 
ment-stage companies  when  you're  talk- 
ing about  manufacturers,"  complains  Jer- 
ry J.  Jasinowski,  president  of  the 
National  Association  of  Manufacturers. 

Just  ask  Ronald  D.  Bullock,  president 
of  Bison  Geai'  &  Engineering  Corp.  in 
Downers  Grove,  111.  Since  taking  over 
the  manufacturer  of  gear  motors  in  a 


1987  leveraged  buyout.  Bullock  has  rein- 
vested every  dollar  left  after  taxes  and 
debt  service  into  new  equipment  and 
products  for  the  business.  And  he  has 
had  impressive  results:  Sales  have  trip- 
led, to  more  than  $20  million,  while  his 
woi-k  force  has  doubled. 
TAX  JOLT.  Yet  since  150-worker  Bison  ex- 
ceeds $5  million  in  sales,  it  doesn't  qual- 
ify for  the  permanent  small-business  in- 
vestment tax  credit.  Instead,  Bison  is 
treated  the  same  as  large  manufacturers 
such  as  Caterpillar  Inc.,  which  get  only  a 
temporary  two-year  credit  for  incremen- 
tal spending  above  their  average  invest- 
ment in  recent  years.  And  since  he  has 
already  spent  heavily  on  new  machin- 
ery in  the  past  four  years,  it's  unlikely 


Dean  Cuplin 

BIOTECH  ENTREPRENEUR 


A  PENAI 
FOR  CAI 
ttAINS? 


Dean  Cuplin  is  annoyed  at  the  Clinton 
Administration.  A  former  executive  at 
ELLCO  Leasing  Corp.— a  unit  of  GE  Capi- 
tal—Cuplin,  48,  founded  Applied  Genet- 
ics in  1992  to  develop  a  treatment  for 
Alzheimer's  disease.  Cuplin  put  in 
$25,000;  venture  capitalists  kicked  in 
$650,000.  But  many  of  his  investors 
won't  qualify  for  Clinton's  proposed 
capital-gains  tax  cut.  Only  those  who 
hold  on  to  their  shares  for  at  least  five 
years  would  get  a  break.  If  Applied 
Genetics  goes  public  or  is  acquired  be- 
fore that  time— and  his  backers  cash 
out— Cuplin  says  his  investors  are  stuck 
with  "a  penalty  for  selling  our  stock  af- 
ter it's  appreciated." 


that  he'll  soon  spend  more  than  h 
cent  average,  as  he  would  have  to 
qualify  for  future  ITC  aid  under  the 
rent  Clinton  proposal.  "The  invest 
credits  are  zero  help  for  a  compan; 
us  that  has  already  been  doing  the 
thing,"  grouses  Bullock. 

Perhaps  nothing  has  elicited  k 
howls  from  small  business  recently 
Clinton's  proposed  hikes  in  taxes  or 
sonal  income,  which  could  have  ai 
usually  sharp  impact  on  some  small 
nesses'  ability  to  invest  in  equip 
or  new  jobs.  That's  because  fullj 
million  businesses  operate  as  sole 
prietorships,  partnerships,  or  so-( 
Subchapter  S  corporations,  all  of  \ 
pay  taxes  at  individual  rates.  So  as 
vidual  tax  rates  ris 
do  the  tax  burdei 
small  companies. 

The  Clinton 
could  mean  big  inc 
es  for  small  busi 
Personal  tax 
would  jump  from  3; 
36%  for  those  eai 
more  than  $140,00( 
filing  a  joint  re 
Self-employed  bus 
owners  earning  ; 
than  $135,000  wou: 
subject  to  an  addit 
2.9%  tax  on  increm 
income,  due  to  the 
ination  of  wage  caj 
the  hospital-insur 
portion  of  Medi 
And  the  deductibili 
business  meals— a 
keting  tool  for  smal 
big  companies  alike- 
drop  to  50%  from  J 
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)se  tax  l)()().sts  can  add  uj),  leavinj^ 
small  companies  paying  at  higher 
ites  than  large  corporations.  Big 
.nies  would  pay  a  top  coi'por-ate-tax 
f  -'36%  under  the  Clinton  plan.  And 
X  pr<)i)()sals  will  cut  a  wide  swath: 
ienior  official  at  the  Federal  Re- 
figures  that  80%  of  the  corpora- 
and  partnerships  that  pay  at  indi- 
I  rates  reported  income  of  more 
aOO.OOO;  65%  of  them  had  incomes 
re  than  $200,000. 

rries  about  taxes  could  be  just  the 
ling,  however.  The  recommenda- 

from  Hillary  Rodham  Clinton's 
i-care  task  force  could  have  an 
more  painful  impact  on  small-busi- 
Dwners.  If  the  health-care-reform 
•equires  all  employers  to  provide 
mce  for  their  employees,  National 

Business  United  estimates  that 
business  owners  will  pay  an  addi- 

$40  l)illion  on  top  of  what  they 
;pend  for  health  care. 
9F  STEAM?  That  prospect  sends 
rs  down  the  spines  of  even  suc- 
il  small-business  owners.  "Mandat- 
alth  care  could  put  me  out  of  busi- 

says  Patricia  A.  Suess,  president 
ftware  Systems  Speciahsts  Inc.  in 
jouis,  which  has  26  employees. 
;  small  businessmen  in  some  re- 
have  successfully  banded  together 
!d  down  health-care  cost  increases 

most  owners  are  at  the  mercy  of 
•ket  that  no  one  seems  to  control, 
der  such  an  array  of  pressures, 

businesses  may  already  be  run- 
3ut  of  job-creation  steam:  Employ- 

at  exi.sting  small  companies  fell 
ly  in  the  fourth  quarter  of  1992, 
all  employment  gains  coming  from 
ips,  figures  William  C.  Dunkelberg, 

of  Temple  University's  business 
I.  In  the  BUSINESS  WEEK/Han-is  Ex- 
/e  Poll,  69%  of  respondents  said 
expected  to  employ  the  same  num- 
r  fewer  employees  in  three  months" 
-even  though  57%  said  they  antici- 

higher  sales  in  the  next  quarter, 
l-business  consultant  David  L. 
,  president  of  Cognetics  Inc.,  for 
lelieves  the  fast  job-growth  mantle 
ihift  in  the  1990s  to  midsize  busi- 
es that  are  savvy  enough  to  inte- 

technology  into  their  operations, 
the  long  run,  such  a  shift  could  be 
r  for  U.  S.  workers.  More  than  half 
lall-business  jobs  are  in  services 
■etailing— sectors  dominated  by  the 
of  low-quality  jobs  that  could  lead 
iecline  in  national  living  standards, 
aps  even  more  important  for  the 
Dses  of  the  policy  debate  is  that 
,y  all  the  new  small-business  jobs 
generated  by  the  smallest  of  the 
.  Indeed,  during  the  sluggish  period 
1988  to  1990,  all  of  the  much-bally- 
i  job  creation  came  at  companies 

fewer  than  20  employees.  These 


A  SMALL-BUSINESS  CO-OP  THAT 
PRACTICES  ALTERNATIVE  MEDICINE 


R 


aise  the  subject  of  health-insu- 
rance costs  with  most  small- 
.  business  owners,  and  you'll  get 
an  earful.  Horror  stories  about  sky- 
rocketing premiums  and  cancellations 
are  standard.  But  don't  listen  for  Louis 
F.  Fow,  vice-president  of  Custom  Mate- 
rials Inc.  in  Chagrin  Falls,  Ohio,  to 
chime  in.  The  custom-parts  manufac- 
turer's premiums  actually  fell  40% 
when  it  joined  a  local  health-insurance 
b\iying  group  in  1991  and  have  notched 
up  only  modestly  since  then.  "We're 
talking  tens  of  thousands  of  dollars  of 
savings  here,"  says  Fow. 

Welcome  to  the  new  world  of  man- 
aged competition,  small-business-style. 
While  Hillary  Rodham  Clinton's  health- 
care task  force  debates  theories  about 
huge  purchasing  co-ops,  the  reality  is 
up  and  running  in  Cleveland.  The 
city's  Council  of 
Smaller  Enterprises 
(COSE),  a  group  of 
more  than  10,000 
Northern  Ohio  com- 
panies—each with  no 
more  than  150  em- 
ployees—is showing 
that  it  pays  for 
small  fry  to  think 
big  when  it  comes 
to  containing  health- 
care costs.  "We're 
doing  things  that 
you're  not  supposed 
to  be  able  to  do,  es- 
pecially when  your 
average  member 
only  has  seven  em- 
ployees," says  COSE 
Executive  Director 
John  J.  Polk,  who 
has  been  deluged 
with  inquiries  from 
business  groups  in  cities  from  Toledo 
to  Tampa  about  how  his  co-op  works. 
ALL  OR  NONE.  Serving  171,000  employ- 
ees and  dependents,  COSE  uses  its  buy- 
ing clout  to  negotiate  discounts  with 
six  insurance  companies— with  90%  of 
its  business  going  to  Blue  Cross  & 
Blue  Shield  of  Ohio.  The  results  have 
been  impressive.  From  1988  to  1992, 
COSE's  health-care  premiums  increased 
54%,  a  shadow  of  the  172%  premium 
jump  logged  by  commercial  carriers 
in  the  Cleveland  market.  cosE's  aver- 
age monthly  subscriber  cost  of  $23L36 
per  person  is  only  two-thirds  the  U.  S. 
average.  It's  up  to  individual  compa- 
nies to  decide  how  much  of  the  cost  is 
passed  along  to  employees. 


Keeping  a  lid  on  premums  hasn't 
been  an  easy  task.  cosE  got  into  the 
medical-insurance  business  in  1974, 
with  just  180  companies.  It  struggled 
with  skyrocketing  premiums  until  1983, 
when  it  adopted  some  hard-nosed  stan- 
dards: It  banned  the  frequent  small- 
business  practice  of  covering  individu- 
als other  than  employees  and  their 
immediate  dependents— such  as  the 
owners'  aged  relatives,  for  example— in 
the  company  health  plan.  And  to  lower 
the  administrative  costs  charged  by 
the  insurers,  COSE  took  over  and  cen- 
tralized subscriber  enrollment,  billing, 
and  reimbursement. 

Moreover,  to  keep  members  from 
dumping  only  their  sickest  workers 
into  its  plans,  COSE  requires  compa- 
nies to  include  all  workers.  The  group 
also  turns  down  about  one  in  seven 


companies,  often  because  one  or  more 
of  their  employees  has  a  severe  preex- 
isting health  problem  that  could  push 
the  group's  costs  up.  COSE  offers  14 
plans,  from  health-maintenance  organ- 
izations to  traditional  major  medical 
coverage. 

But  COSE  couldn't  have  done  it  all 
alone.  A  key  element  was  reform  legis- 
lation in  1987  that  gave  Ohio  health 
insurers  the  right  to  negotiate  price 
discounts  with  individual  hospitals  and 
the  power  to  refuse  to  do  business 
with  those  whose  costs  were  out  of 
line.  It  just  goes  to  show  that  bringing 
lower  health-care  costs  takes  a  broad 
cooperative  effort. 

By  James  E.  Ellis  in  Cleveland 
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added  more  than  4  million  jobs.  On  the 
other  h;iiKl,  companies  with  20  to  499 
employees  lost  849,000  jobs— even  more 
thaii  the  500,000  lost  hy  big  companies. 

The  worry  is  that,  in  general,  the 
smaller  the  company,  the  lower  the  qual- 
ity of  the  jobs  it  offers  (table,  page  115). 
Small  business  traditionally  has  lower 
wages,  fewer  benefits,  and  less  job 
stability  than  large  companies.  Some 
wage  variance  is  understandable,  since 
small  businesses  hire  more  young  and 
female  workers.  But  even  after  adjusting 
for  the  differing  experience  and  skill 
levels  needed  by  larger  businesses, 
James  L.  Medoff,  a  Harvard  economist, 
found  that  small  companies  generally 
pay  about  10%  to  13%  less  than  large 


which  would  have  given  breaks  based  on 
the  number  of  jobs  created— and  bol- 
stered lots  of  retail  and  service  compa- 
nies. But  Clinton's  ITC  plan  is  more  ben- 
eficial to  the  investment-hungry  small 
manufacturing  and  technology  compa- 
nies that  Clinton  praised  throughout  his 
1992  campaign.  The  problem,  though,  is 
that  job  quality  may  come  at  the  ex- 
pense of  job  quantity.  "Investment  cred- 
its are  almost  antijobs  in  the  short  run, 
because  they  encourage  capital  to  go 
into  machinery  instead  of  hiring,"  ex- 
plains Birch. 

There's  clearly  plenty  that  govern- 
ment at  all  levels  can  do  to  help  lighten 
the  burdens  on  small  business.  Arkansas 
recently  revi-sed  regulations  that  had 


Sue  Gin 

FOOD  SERVICE 

Sue  L.  Gin's  company  headed  into  a 
tailspin  the  day  her  biggest  customer 
collapsed.  It  was  Nov.  13,  1991,  when 
money-losing  Midway  Aidines  Inc. 
abruptly  shut  down,  wiping  out  more 
than  40%  of  the  $17  million  in  sales  at 
Gin's  Chicago-based  aidine  caterer,  Fly- 
ing Food  Fare  Inc.  But  rather  than  join- 
ing countless  other  small  business  fail- 
ures. Gin  fought  bock.  She  laid  off  180 
employees.  The  remaining  240  took 
pay  cuts.  Then,  Gin  hit  the  streets  to 
drum  up  new  customers.  She  eventually 
landed  food-service  deals  with  Amtrak 
and  the  local  county  jail.  The  upshot: 
Gin,  51,  and  the  widow  of  William  G. 
McGowan,  the  late  chairman  of  MCi 
Communications  Corp.,  says  Flying 
Food  should  be  profitable  in  1993.  Rev- 
enues may  reach  $20  million.  Finally, 
Gin  sighs,  "we're  out  of  the  woods." 


corporations   for   comparable  work. 

Also,  data  analyzed  by  the  Employee 
Benefit  Research  Institute  show  that, 
not  counting  the  elderly,  half  of  the 
working  adults  with  no  health  coverage 
were  either  self-employed  or  working 
for  companies  with  fewer  than  25  em- 
ployees. In  contrast,  only  9%  of  workers 
in  big  companies  were  uninsured.  "It's 
not  just  a  question  of  who  generates 
the  most  jobs  in  this  country,  it's  who 
creates  good  jobs,"  argues  Medoff,  who 
worries  that  what  he  calls  "the  inflated 
public  image  of  small  business"  has  sti 
fled  critical  assessment  of  the  quality  of 
many  of  the  jobs  it  has  created. 

The  Clinton  proposals  seem  to  ac- 
knowledge this  politically  volatile  issue. 
Many  small-business  owners  were  hop- 
ing for  a  jobs  tax  credit  for  tiny  outfits. 


mandated  high  coverage  levels  for  em- 
ployer-sponsored health  plans— allowing 
cheaper,  bare-bones  coverage  that's  more 
attractive  to  small,  cash-strapped  busi- 
nesses. And  the  Commerce  Dept.'s  Na- 
tional Institute  of  Standards  &  Technol- 
ogy helps  fund  seven  centers  nationwide 
that  provide  small  manufacturers  with 
free  or  low-cost  consulting  in  everything 
from  gee-whiz  manufacturing  techniques 
to  routine  computer-software  selection. 

Surprisingly,  though,  there's  also  a 
small  chorus  of  economists,  academics, 
and  consultants  who  are  beginning  to 
wonder  whether  small  business  really 
deserves  all  this  attention.  There's  no 
question  about  the  small  company's  em- 
ployment prowess  in  recent  years.  But 
some  revisionists  contend  that  the  image 
has  been  overblown.  True,  small  busi- 


ness tends  to  provide  almost  all  net 
jobs  during  recessions— 96%  bet' 
1980  and  1982,  for  example-but  t 
largely  because  big  companies  cut 
so  sharply  in  downturns. 
NO  SNEEZES.  Looked  at  over  longer 
ods,  small  businesses  account  for 
like  65%  of  new  jobs.  And  even 
they  have  a  higher  mortality  rate, 
result,  their  share  of  total  U.  S.  em 
ment  is  around  53%,  up  slightly 
the  1980s  (chart,  page  115).  That's 
ing  to  sneeze  at.  But  it's  also  a  poi 
of  a  job  generator  that  has  stayed 
tively  static  for  years— a  much  d 
ent  picture  from  the  one  somet 
painted  of  small  'ousiness. 

Some  critics  also  argue  that  eve 
slightest  targetin 
small-business  gr 
smacks  of  favorin 
industrial  policy 
picks  winners  anc 
ers.  Tiiose  selection 
particularly  toug 
make  when  it  com 
small  companies.  '. 
says  that  only  aboi 
of  firms  account  for 
of  small-business 
growth.  "The  pro 
from  a  policy  poi: 
view  is  that  you 
predict  which 
they'll  be,"  he 
Many  observers  are 
questioning  the  wi; 
of  encouraging 
cused  growth  of 
small  businesses  be 
they  aren't  globally 
petitive.  The  sei 
and  retail  compi 
that  dominate  ; 
business  are  typi 
low-investment,  low 
ductivity  operations 
make  scant  use  of 
nology  and  do  little  exporting  (page 
But  53%  of  U.  S.  jobs  is  still 
Then,  too,  large  companies  don't  see 
be  picking  up  the  employment  slacl* 
time  around.  Many  economists  fear 
the  widespread  job  cuts  at  big  cor] 
tions  are  not  simply  a  cyclical  phen 
non  but  a  structural  shift  to  subst 
investment  in  machinery  and  techm 
for  traditional  spending  on  new  wor 
That's  why  the  challenge  will  be  to 
ways  to  spur  the  creation  of  more 
cient,  more  competitive  startups,  ai 
upgrade  the  quality  of  existing  s 
businesses.  Bolstering  m.ini-enterpi 
place  in  America's  economic  futu 
no  small  matter. 

By  James  E.  Ellis  in  St.  Louis, 
Christina  Del  Voile  in  Washington, 
bureau  reports 
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SHAPING  UP  BY  SHIPPING  OUT 


oi'  Hackney  &  Sons,  f^oing  global  wasn't  a  choice,  it  was 
the  only  way  to  grow.  'J'he  Washington  (N.  C.)  company, 
which  makes  the  roll-up  doors  on  beverage  trucks, 
a  50%  market  share  in  the  U.  S.,  but  a  slowdown  in  the 
rage  industry  left  sales  tlat.  Then  two  major  customers, 
-C'ola  Co.  and  PepsiCo  Inc.,  contacted  it:  The  open  deliv- 
trucks  used  overseas  allowed  grime  to  settle  on  their 
ucLs.  So  Hackney  &  Sons  went  to  work,  selling  doors 
frames  to  overseas  bottlers.  The  company,  with  $35 
on  in  sales,  now  exports  to  20  countries  and  has  seen 
national  sales  soar  from  less  than  1%  of  sales  a  year  ago 
ore  than  10%  today.  "If  you  want  to  grow,  exporting  is 
cessity,"  says  Jay  Ti'oger,  Hackney  &  Sons'  president, 
oi-e  owners  of  small  companies  are  arriving  at  Troger's 
lusion.  "If  you  look  at  the  kinds  of  products  fueling  the 
rrt  boom,  they've  been  many  of  the  products  produced 
mailer,  faster-moving  companies,"  says  David  L.  Blond, 
•tor  of  international  trade  forecasting  for  DRl/McGraw- 
in  Washington,  D.  C.  But  most  companies  aren't  as  well 
.ioned  as  Hackney,  which  had  guaranteed  customers 
seas.  For  the  typical  small  com- 
',  breaking  into  exporting 
slow  process,  requiring 
7/dh\e  investment  of 
,  money,  and  effort 
laps  that's  why,  in 
TISINESS  WEEK/ 
'■is  Executive 

just  18%  of 
1-business  exce- 
ls said  they  did 
exporting. 
1  »S.  Many  more 
1  To  get  start- 
small  businesses 
need  some  sound 
ket   research.  A 
i  place  to  begin  is  the 

office  of  the  U.  S.  & 
ngn  Commercial  Service, 
vision  of  the  Commerce 
t.  The  us&FCS  has  trade 
ialists  in  67  cities  who  can 
1  locate  foreign  distrib- 
•s  and  provide  industry 
s.  They  can  also  alert 
panies  to  overseas  trade 

which  many  exporters 
se  as  a  place  to  gain  expo- 

evaluate  the  market  for 
lucts,  and  check  out  the 
petition.  State  economic 
ilopment  offices  also  keep 
k  of  trade  fairs.  Some 
es,  such  as  Wyoming,  of- 
financial-assistance  pack- 
i  that  reimburse  export- 


ers  for  some  trade-fair-re- 
lated expenses. 

Private  consultants  can 
al.so  help.  But  they  can  be 
costly.  One  fairly  inexpen- 
sive resource  is  an  export 
hotline  (800  USA-XPORT) 
provided  by  Boston-based 
International  Strategies 
Inc.,  which  is  supported  in 
part  by  corporate  spon- 
sors, including  American 
Telephone  &  Telegraph 
Co.  and  BUSINESS  week. 
Callers  are  faxed  a  de- 
scription of  the  informa- 
tion offered,  ranging  from 
industry  reports  to  local 
customs  laws.  A  company 
can  receive  a  detailed  re- 
port for  the  mere  cost  of 
transmission. 

A    big    hurdle  for 
many   companies  is 
lining  up  export  fi- 
nancing. The  Ex- 
port-Import Bank 
in  Washington, 
D.  C,  tries  to  help 
smaller  businesses 
get    loans  from 
commercial  banks 
by  providing  loan 
guarantees  and  in- 
urance.  "The  impedi- 
ment companies  typically  experience  is  that  they  can't  get 
enough  financing  to  build  the  inventory"  and  begin  export- 
ing, says  Robert  J.  Kaiser,  marketing  vice-president  with 
Exim  Bank.  Exim  Bank  has  a  progi'am  to  help  small  busi- 
nesses that  works  with  city  and  state  agencies  in  26  offices 
around  the  country.  The  bank  has  seen  a  steady  growth  in 
small-company  loan  guarantees,  which  have  increased  sixfold 
since  1988,  to  $119  million  in  1992.  Even  so,  that  translates  to 
just  72  transactions. 

PROSPECTS.  The  ongoing  credit  crunch  makes  getting  export 
financing  even  tougher.  "Everyone  says  small  business  is  the 
catalyst  that  will  create  more  jobs,  but  the  fact  is  that  no 
one  has  told  the  banks,"  says  Alan  F.  Seitz,  president  of 
Seitz  Corp.  in  Torrington,  Conn.,  which  exports  office  auto- 
mation products.  Companies  need  to  search  for  a  bank  with 
a  strong  international  trade  department.  Good  prospects 
are  healthy  regional  banks  or  branches  of  foreign  banks. 

Learning  the  ins  and  outs  of  exporting  isn't  an  easy  or 
painless  process.  But  with  slow  gi'owth  at  home,  small  busi- 
nesses need  to  broaden  their  horizons.  It  could  mean  a 
world  of  difference. 

By  Suzanne  Woolley  in  New  York 


GOING  GLOBAL 
-STEP  BY  STEP 


ADVICE 


Check  out  the  government's  ex- 
port programs  by  calling  (800) 
USA-TRADE  for  a  free  62-page 
guide  that  details  counseling 
services.  State  economic  devel- 
opment offices  can  also  provide 
advice. 


FINANCING 


If  cash  flow  can't  support  ex- 
porting, try  branches  of  foreign 
banks  and  U.S.  regionals.  Find- 
ing a  bank  with  international 
expertise  is  a  must.  Call  the  Ex- 
port-Import Bank  at  (800) 
424-5201  to  learn  about  its 
working-capital  guarantees  and 
other  programs. 


MARKETING 


Trade  fairs  let  companies  build 
relationships,  test-market  prod- 
ucts, and  scope  out  competitors' 
wares.  Some  states  reimburse 
trade-fair-related  costs. 
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Business  Week/Harris  Executive  Poll 


WHAT'S  WORRYING  SMALL  BUSINESS 


Think  the  credit  crunch  is  the  biggest  problem 
facing  small  business?  Guess  again:  The  own- 
ers and  managers  of  small  companies  say  it's  a 
distant  fourth  on  their  list  of  woes,  behind  health- 
care costs,  government  regulations,  and  staffing. 
On  the  whole,  they're  optimistic  about  their  pros- 


pects. Fully  57%  expect  higher  sales  in  the  secoi 
quarter,  and  36%  say  they'll  be  stepping  up  caf 
tal  investment  in  1993.  But  don't  look  for  a  smal 
business  hiring  boom:  69%  say  they  anticipate 
employing  the  same  or  fewer  workers  in  three 
months'  time. 


TROUBIE  SPOTS 

■  How  serious  a  problem  for  your  business  is  each  of  the 
following? 

Very     Some-  Not  very 


The  cost  of  health  insurance 

for  your  employees  58% 

Government  regulations  .  45% . 
Finding  and  keeping 

qualified  employees  23% 

Difficulty  in  obtaining 

financing  17% . 

Litigation   15%. 


what 
serious 

.  .  25% . 
.  .  31%. 

.  30% 

26% 
.  .  26% . 


Not 

serious  serious 
at  all 


.  7% . 
13%. 


.  9% 
11% 


26%.  .  21%. 


22% 
27% 


32% 
30% 


Not 

sure 

.  1% 
.0% 

.0% 

.3% 
.2% 


KEY  CONCERNS 

■  Which  one  of  these  is  the  most  serious  problem  for  your 
company? 

The  cost  of  health  insurance 

for  your  employees  34% 

Government  regulations  30% 
Finding  and  keeping 
qualified  employees  20% 


Difficulty  in  obtaining 

financing  12% 

Litigation  2% 

Not  sure  2% 


SALES  CURRENT... 

■  Are  your  sales  this  quarter  (January  through  March)  higher, 
lower,  or  the  some  as  they  were  a  quarter  earlier? 

Higher  .  .  41%    Lower  .  .  28%  The  same  .  .  27%   Not  sure  .  .  4% 

...AND  FUTURE 

■  Do  you  expect  that  your  sales  next  quarter  (April  through  June) 
will  be  higher,  lower,  or  the  same  as  this  quarter? 

Higher  .  .  57%    Lower  .  .  .  9%  The  some  .  .  29%   Not  sure  .  .  5% 

PAYROLL  PRESENT... 

■  Are  you  currently  employing  more,  fewer,  or  the  same  number 
of  people  you  employed  a  year  ago? 

More  ...  32%    Fewer  .  .  28%  The  same  .  ,  40%   Not  sure  .  .  0% 

...AND  PROJECTED 

■  In  three  months'  time,  do  you  think  you  will  be  employing  more, 
fewer,  or  the  same  number  of  people  as  you  are  employing  now? 


More  ....  30%  Fewer 

10% 

The  same  .  .  59%   Not  sure  . 

1% 

MONEY  SOURCES 

■  Where  does  most  of 

your  working  capital  come  from  now? 

Bank  loans  

34% 

Federal  or  state 

Funds  generated 

government  funding   

3% 

from  operations  

33% 

Public  stock  offerings 

2% 

Family,  friends,  or 

Factors  or  other 

private  investors  

17% 

finance  companies  

7% 

Grants  and 

contributions  2% 

Venture  capitalists  1% 


Credit  cards  . 
Other  sources 
Not  sure  


FISHING  FOR  FUNDS... 

■  Have  you  sought  to  get  financ- 
ing from  bonks  or  other  sources  in 
the  last  six  months,  or  not? 


Yes   

No  

Not  sure  . 


...AND  REELING  THEM  IN 

■  If  yes:  Did  you  get  all  the  financ- 
ing you  needed,  most  of  it,  only 
some  of  it,  or  none  of  it? 
(144  responding) 


All   5; 

Most  of  it   1- 

Only  some   i: 

None    1( 

Not  sure  ; 


BIG  SPENDERS? 

■  Do  you  expect  your  company's 
spending  on  capital  investment  in 
1993  to  be  more  than,  less  than, 
or  the  same  as  it  was  in  1992? 


More  than  in  1992. 
Less  than  in  1992  .  . 

The  same  

Not  sure  


OUTWARD  BOUND 

■  Does  your  company  export 
goods  or  services  to  any  other 
country? 


Yes   

No  

Not  sure  . 


FRIENDS  OF  BILL? 

■  Would  you  like  your  congress- 
person  to  vote  for  or  against  Presi- 
dent Clinton's  economic  plan? 


Vote  for  .... 
Vote  against 
Not  sure  .... 


THE  CALL  ON  CLINTONOMICS 

■  Do  you  think  that  President 
Clinton's  economic  plan  will  be 
good  or  bad  for  your  business? 


Good   3( 

Bad   4( 

Not  sure   2' 


JOB  HISTORIES 

■  Before  you  worked  for  this  company,  did  you  work  for  a  much  Ic 
er  company,  a  somewhat  larger  company,  a  similar-sized  compon; 
somewhat  smaller  company,  or  a  much  smaller  company? 

Much  larger  34%     Much  smaller  1 

Somewhat  larger  9%     Only  worked  for 

Similar  size  13%     this  company   i: 

Somewhat  smaller  14%     Not  sure  : 


Edited  by  Mark  N.  Vamos 


Survey  of  401  owners  and  managers  of  companies  with  6  to  5i 
employees  conducted  March  16-31,  1 993,  for  BUSINESS  WEEK  b 
Louis  Harris  &  Associates  Inc. 
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SPEClAl 


HASTERS  OF  THEIR 
OWN  DESTINY. 

EMPOWERED  BY 

MICROSOFT 
SOLOTIONS  FOR 
;MALL  BOSINESS. 


Free  video  for  small 
business  owners. 


No  one  understands  your  busi- 
ness better  than  you.  And  no  other 

software  programs  can  help 
you  manage  your  business 
better  than  Microsoft 
Solutions  for  Small  Business. 
To  show  you,  we Ve  teamed  up 
with  Entrepreneur  Magazine  and 
created  an  insightful  new  video.  "In 
Their  Own  Words  -  Small  Business 
Owners  Discuss  Their  Software 
Solutions"  focuses  on  how  people 


"As  an  cnviroiunenUil  conuunuicatiom 
consnlUint  I  need  to  look  professiomil.  .. 
Microsoft  Worlis  helps  ine  write 
impressive  reports,  prepare  mailings, 
analyze  data,  and 
keep  track  of  clients." 


Gail  Walker,  owner 
EnviroCom  Inc. 
Chicago,  Illinois 
Self-employed  consultant 


"We found  the  perfect  way  to  count  our 
heans.  Microsoft  Profit  automatically 
handles  our  accounting  and  inventory. 
And  gives  us  the  infornuition  we  need  to 
manage  our  business 
more  effectively." 


Tucker  McHugh,  co-owner 
Gaffe  Appassionato 
Seattle,  Washington 
Wholesale/retail  coffee 


"Marketing  is  crucial  to  my  business. 
With  Microsoft  Publisher  I  can  easily 
create  newsletters,  brochures,  and 
coupons.  Everything  I  need  to  get 
customers  in  the  door" 


Dan  Matson,  owner 
Animal  House 
Norwich,  Connecticut 
Retail  pet  store 


like  you  are  using  Microsoft  Works, 
Profit,  and  Publisher  to  get  ahead 
today  And  get  a  handle  on  tomorrow. 

See  how  you  can  too.  This  free 
video  is  available  only  until  May  31 
and  only  through  Microsoft. 


To  get  your  free  video  or  the  name 
of  a  reseller  near  you,  call 
(800)756-4454,  Dept.JN4. 


Making  it  easier 


'■H  Microsoft  Corporaaon.  All  nghts  rescrvcd.Prmlcd  in  chc  United  Slates  of  America.  Offer  good  only  in  the  SO  United  States  and  only  until  S/31/M  or  while  supplies  last.  In  the  SO  United  States,  call  (800)  756-4454.  Dept.  JN4. 
iilorraation  only:  In  Canada,  call  (800)  563-9048.  Outside  the  50  United  States  and  Canada,  call  (206)  936-8661. Microsoft  Is  a  registered  trademark  of  Microsoft  Corporation. Entrepreneur  is  a  publication  of  Entrepreneur  Group.  Inc. 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)337-3090 
FAX:  (31 2)  337-5633  OR  WRITE 


-  -  BUSINESS  _Wf£fC 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  63 
CHICAGO,  ILLINOIS  6061 1 


Presentation  Equipment 


$72 


T<ie  most  advanced  pen  sized 

Laser  Pointer      incredible  Low  Price 

INFINITER^--^  Q  fiKJ^iC 

Don't  Lose  Their  Attention! 

Bright  red  laser  dot  lets  your  audience  focus 
on  your  topic  and  lets  you  direct  the  presentation 
S  W    Ideal  lor  seminars,  classrooms  and  all  presentations 


55  Oak  Court,  Danville.  OA  94526 
Tel  51 0-820- 1 763  Fai  510-820-8738 


800-854-6686  Dept.  H 


Business  Opportunities 


FREE 

CBSi  486  SX  ComfmUT 


1 1  Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

cassettes  will  explain  how  you  can  start  sev- 
eral or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  tolUfree: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  3 1 7-758-441  5) 


UNLIMITED  INCOME 


Revolutionary  lubricant  sold  to  Ag. 
marine,  trucking,  industry  &  Govt. 
Protected  areas.  High  re-order  rate. 
Large  margins.  Recession  proof. 
Low  stress.  We  train.  $15,500  Cash 
req.  all  sec.  by  product.  ^ 
Call  for  InfoA/ideo.  J^k 

1-800-743-4479  \0 


START  YOUR  OWN 


PRIVATE  POSTAL  CENTER 


MAILBOX  MANUFACTURER  has  free 
mailbox  catalog  and  information  on 
Private  Postal  Centers  and  related  busi- 
ness services.  HIGH  PROFIT  I  


f|;».<l-|  =  |l!:t'jl 


0/1  Uh>  (800)  323-3003 

^tnlO    '"CA  (213)232-6181 

1010 E  62nd St,  L  A  ,CA90001 

People  Committed  to  Quality  Save  1 936 


Investment  Services 


Incredible  Returns!  No  Risk  Profitable  Investing! 


"SIMPLIFY  and  GROW  RICH"  '^pturing  Ex-Dividends" 

Savvy  Investors  hail  this  strategy  as  the  easiest.  To  Order... TODAY 

safest  way  to  amass  wealth  you  will  ever  find  ^XnTrReagTnTEO 
"#1  Undiscovered"  opportunity  of  the  year!  so.S.  Services 

Major  Brokers  Generate  Large  Sums  8595  Chaner  Club  Circle.  #608 

100%  Safe  '  Legitimale  -  Fast!  „,,„';°l'^>;"!;,r'°L!'!l"!'!,,., 


Sales  Promotion/Premiums 


Wear  Your  Loffl). 


hoose  from  our  selection  of  premium 

 American  made  casual  wear  and 

ger  your  logo  custom  embroidered 
free!  No-risk  satisfaction 
guarantee,  of  course. 

Get  the  recognition  you 
deserve.  Call  for  current  catalogue  and  prices. 

1 800229-0706 

UniFirst  Express,  Hilkrest  Industrial  Blvd.,  Macon,  GA  .^1204 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


•  10  Million  U  S  Businesses  - 

•  78  Million  Consumers/Residents 

•  or  Any  List  You  Need' 

FREE  Catalog  -  Call  |402|  331  7169  or  wnte 
American  Business  Lists 

P  C  Box  27347  •  DepI  01-083 
Omaha,  NE  68127  •  FAX  (402)  331-1505 


Business  Opportunities 


Make  Money  With 
Your  Computer 


^V'Fnnl  Personalized] 
'        Children's  Books  at, 
home  or  on  location 
Start  a  higfiJy  profitable  | 

I -'^g^j^.jr  "  B,\ai^^cQmputer  business 
^J^^^-.'CJ^         Full  or  part  tune  'Also' 
I ^N'^^^Ljff-— Q.  ^^invitations,  stationery! 
j-tgE^       7      ^'■''jjft clocks  &  audio  cassettes  I 

I  Lifetime  License  •  Low  Start-Up| 

I  yExcbtsive  S^tie  "*  &  Lotmey  Tunes  ™^  | 

I  Best  Personalized  Children's  Books  I 

I  4350  Sigma,  Suite  43.5,  Dallas,  TX  75244  | 
^       FREE  KIT:  (214)  .385vt800__  J 

Business  Services 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 

state  fees 


Call  toll-free  today:  (800)  877-4224 
CORPORATE  AGENTS.  INC. 


Telecommunications 


Cellular 
Accessories 


Batteries,  eliminators,  leather 
cases  &  more  at  50%  oH. 

1-800-^0-8848 


$AYE  BIG 

ON  LONG  DISTANCE  CALLS 

One  Low  Rate  Anywhere  in  USA 

Internationol  Rates  30%  -  50%  Less 

NO  FEES  -  LD.  Bill  Must  Exceed  $100 

i  Call  1-800-572-1818  ext.  133  or  1321 
 ' 

Computer  Equipment 


Ti:%=  Original  IBM  Monitors 
ij^fl®  and  PS/2  Equipment! 

UPGRADE-IBM  PS/2  Models  50  4  60' -By  Inlsl 
from  286/1  Omhz  to  386sxy20mhz 
CompletB    {149  00 

/  QUANnnrOISCOUNlSAUAIlAfllf 

Call  800/851-1878 
77        Fax:  214/224-3281 

/    Compuplon  Intefnationol,  Inc 


Education/lnstructio 


COLLEGE  DEGRI 

BACHELORS  •  MASTERS  •  DOCTCI 

For  Work,  Lite  and  Act 
Experience  •  No  Clasi 
Attendance  Requii| 

Call  (800)  423-aj 
or  send  detailed  resj 
lor  Free  Evaluatli| 

Pacific  Western  Univer 

600  N  Sepulveda  Blvd  Dept  17 
Los  Angeles,  CA  90049  USA 


RESEARCH  RffORI 

19,850  academic  topics  avail; 
Send  $2  00  lor  the  290-page  cati 
Custom-written  reports  also  avail, 
RESEARCH  ASSISTANCE 
11332  idatio  Ave  .  #206BF, 
Los  Angeles,  CA  90025 
Toll  FreeHolline:  800-351-02 
(California  310-477-8226) 


EXTERNAL  DEGRE 

BA/BS  MS/MBA  PhD/J 
I  Credit  for  work  /life  exp.  •  Acer 
(800)  444-8569  (24  hrs 

LaSalle  Universi 

I  Dept.  569  Mandevilie,  VA  70471 


BACHELOR,  MASTER,  DOC 

EARN  A  DEGREE  Use  your  past  exp 
credit  toward  your  degree  t^o  classes 
or  on-campus  attendance  Studies  I 
your  e.xperience  Self-paced  •  Ser 
For  No  Cost 

(505)  8 

2155_LoiJisiana 

Si 

Albuquerque,  New  Mexico  8' 


University  Degre* 

Accredited  University  tiome 
Associate,  Bactielor,  MBA  de 
Paralegal,  Marketing,  Managi 
IHeaith  Care  Administr 
InternatlonaJ  Business,  \ 
Resources.  Call  (800)  477-2 
Souttiern  Culifornia  Univei 
202  Fastiion-BW,  Tustin  CA 


Books/Videos 


ESSENTIAL  READING 
ALL  BUSINESS  EXECUl 


Non-lechnical  guide  to  uodoting 
factoring  enterprise  to  world  class  s' 
Order  just-published  "Planning  foi 
Automation"  by  Peter  Vanderspi 
bookstore  or  McGraw-Hill.  1  S-doy  gi 
S33.00 -^  S3.00  P&H.  Call  I  800-2i 


Cable  TV 


FREE  CATALOG!  1-800-345-8927 
JERROLD  HAMLIN  OAK  ETC 

CABLE  TV  DESCRAMBLERS 


'  Special  prices'  •  Compare  Our  Low  Retail 
Pnccsi  •  Orders  From  Slocli  Shipped  Immedialelyi 
•  Guaranteed  Warranties  &  Pncesi 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO  ,  INC. 
7325'/i  Reseda  Dept  865  Reseda,  CA  91335 
For  catalog,  orders  &  in'o    1  -800-345-8927 


CABLE  TV  DESCRAME 

CONVERTERS,  ACCESS' 

Name  Brands.  Lowest  Prices  Besi 
For  FREE  16-page  color  catalc 

CABLE  READY (800)  234- 
COMPANY  V^^t 


Businesses  ■  Clubs  ■  Associations  ■  Events 

■(:  .  ■  . 


<  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
^X  (31 2)  337  5633  OR  WRITE: 


;8Stment  Opportunities 

NAME  STOCKS 
INLOAD  NOW: 

Performance 

of  all  NYSE 

entity  close  to 

imely  vulnera- 
1  ;s  (rated  8  or 

luding  some 
I  ous  names — 

believe  could 

bath"  at  any 

ididTel 

tings — wfiich  also  cover  nearly 
■EX  and  OTC  stocks— run  from  1 
')%)  down  to  9  (the  worst  5%)  for 
price  performance  in  tfie  next  6  to 
IS  Since  these  monthly-updated 
egan  in  1976.  stocks  rated  1  have 
4662.4%  vs  only  10.0%  for 
ted  9.  (Past  results  are  no  guaran- 
ure  results.) 

you  to  start  at  once  receiving  my 
ince  Ratings,  and  receive  a  gift 
ny  book,  "Winning  on  Wall  Street" 
.  il).  Time  is  crucial.  Act  now 
Tfiree-Month  Trial  $43. 
)ne  Year  $205.  Visa/tVIC 
800-535-9649  Ext.  9U26 

IG  PERFORMANCE 
<VTINGS  REPORT 

;  2900,  Wantagh,  NY  11793-0926 


T  can  be  yours  if  you 
INVESTING  fundamentals 


•V£N  LETTERS  I 
}l  E$TMENT  GUIDE©] 

Written  by  Clarence  Wolf,  Jr. 
40  years  with  a  major  NYSE 
firm,  now  a  Registered 
'RStment  Advisor  Contains 
ers  relating  to  Investing  plus 
i  mary  of  Financial  Terms. 

f\p  SEND  CHECK  OH 

UK  MONEY  ORDER 

WW  Add  $195  Postage  &  Handfng 

'  autifully  packaged  cassette 
I  a/so  available  @  $9. 95) 

M  i,VIS,Aaccepted- 1-800-345-5609 

j  ;ven  Letter$  Corp.,  Dept.  BW 

'  ;keil  Avenue,  #800,  Miami,  FL  331 31 


assified  Advertisers 


'AYS  TO  ADVERTISE 
HE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Week 
:et-Place  Section  is  a 
iai  advertising  feature 
aring  in  the  first  issue 
f  ch  month.  The  Marl<et- 
5  provides  an  ideal 

Bwcase'  for  advertisers 
have  products  or  ser- 
that  appeal  to  Busi- 
Week's  more  than  6.8 
^'  )n  responsive  readers. 

If  rates  and  information 

write: 
BUSINESSWEEK 
MARKET-PLACE 

East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 

)r  call  (31 2)  337-3090 

rFAX  (312)337-5633 


BUSINESS 


WEEK 


MahketPlace 


BUSINESS  WEEK  MARKET  PIACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILUNOIS  60611 


Health/Fitness 


Executive  BackChair 


Engineered  for 
cmtomized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-till 
feature 
•Adjustable 

neck  re.st 

•Buill-in  adjuslahle 
lumbar  support 

Til  fil  indifithitils  Jnim  S'2"  up  It)  6'6 


BackSaver  cau  1-800-251-2225 

  lax  :4  hr«.  l-WKl-i-i.vOW)') 

5.VIrffri.v  .\ve..  BW  E.  HoUistoii.  M.\  01746 


FREE  CATALOG 


pi:^;;v    New  Hearing  Aids 

AIIModels  •  HugeSavmgs 
^    VP  •  No  Salesman  Will  Call 

Try  Before  You  Buy! 

Write:  Better  Hearing.  20289  2n<l  St.,  Btookpon,  IL  62910 

1-800-255-8885 


Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and  qua! 
Send  for  FREE 
CATALOG 


Die  Widest  Selection  of  ttie  Widest  Shoes  Anywlierel 


HITCHCOCK  SHOES,  INC 

DepL55D  Hingham,  MA  02043 


Corporate  Gifts 


CASINO-STYLE  POKER  GAMES 


Retail  sales  for  your  home  or  business 
Full  19"  color  screens  set  in  upright 
Las  Vegas  style  cabinets.  Several  game 
options!  Warrantied.  Send  for  brochure 
and  game  assortment: 

Billiard  &  Games  Etc.,  Inc. 
4155  E.  Harry,  Wichita  Mall 
Wichita,  KS  67218 
316/682-0311 


Executive  Gifts 


The  catalog  is  free... 
the  ideas  are  priceless! 

64  pages  filled  with  over  200  innovative  business 
gifts  and  personal  molivaiional  tools  to  help  promote 
Quality,  Service,  Teamwork  and  Excellence  in 

your  company  and  for  yourself 
For  a  free  catalog  please  call  . . 

800/847-8144       Df.rr  SBWai 

Successories" 


Jewelry 


WANTED 

»'  ROLEX  •  DAYTONA 
h  COSMOGRAPH 
P  Paying  up  to  $3000 
*)  Need  Not  Be  Running 

PHIL  HODSOH  i  ASSOC. 

Box  820428 

1-80(W85-2112       Ft.  Worth,  TX  76182 


Corporate  Gifts 


100%  Cotton/Your  Logo!  — 
Buy  Factory  Direct  and  Save 


At  the  Queensboro  Shirt  Company,  we  don't  just  make  our  own 
shirts,  we  make  our  own  cloth!  You  huy  direct,  get  a  better  shirt, 
and  save.  Special  New  CustomerTrial  Offer:  6  shirts,  $179.  For  a 
color  catalog  and  more  info  call: 

1-800-847-4478        fax  1-718-782^4614 
The  Queensboro  Shirt  Company 
Dept  BW34.  80  N  5th  Street,  Williamsburg,  NY  11211 


(800)  2S2-5966  4 
3)322-4142,  F«:(203)329-7e(4»^ 


BUILD  TEAM  SPIRIT 


CUSTOM  DESIGNED 
PINS  FROM  YOUR  LOGO 

FREE  PINS 

WITH  YOUR  ORDER 

call  1-800-229-PINSext48 

FAX  YOUR  LOGO  TO:  (213)  962-0594 


Art/Collectibles 


World's  Largest  Bronze  Supplier 

FREDERIC  REMINGTON 
BRONZE  COLLECTION 
BRONCO 


BUSTER 


$140 


"Lost  wax  casting" 

Henry  Bonnard 

Bronze  Co. 
AND  Associates 

4305  S.  Highway  17-92 
Casselberry,  FL  32707 

407/339-9103  •  1-800/521-3179 

Call  or  Write  for  Catalog 

Marble  bases  and  shpg.  &  bdlg.  additional 


Corporate 
Hes 


(150  pc.  minimum) 
'Gain  recognition  fronn 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 


Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 


Outside  ME 
SOO-962-1526 


TEL;  207-326-9179 
FAX:  207-326-9080 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDAY  LOW  PRICES  ON... 


4 


ir^PRINTED 
COFFEE 
rviUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 


$2.69 


- EIVIBROIDERED 
»WR5^.,5:  CAPS  AS 

ft!''''  '  LOW  AS 


$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 
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REINVESTING  YOUR  CD 
WITHOUT  LEAVING  THE  BANK 


i 


It's  April,  and  millions  of 
savers  are  facing  an  annu- 
al rite  of  spring:  how  to 
reinvest  billions  of  dollars 
from  maturing  certificates  of 
deposit.  As  investors  look 
around  for  returns  that  beat 
the  underwhelming  rates  of 
about  3%  for  short-term  CDs, 
bankers  are  hoping  they 
won't  look  far.  To  keep  sav- 
ings from  fleeing  to  mutual- 
fund  companies  and  brokers, 
banks  have  been  zipping  up 
the  menu  of  investment  prod- 
ucts they  sell. 

Some  7.5%  of  banks  with 
more  than  S750  million  in  de- 
posits now  offer  a  spate  of 
competitive  alternatives,  in- 
cluding annuities,  stocks,  and 
bonds.  Mutual  funds,  which 
provide  an  array  of  invest- 
ment objectives  and  are  often 
safer  than  individual  secur- 
ities, are  especially  popular. 
Most  banks  sell  offerings  fron. 
the  big  fund  companies, 
such  as  Fidelity,  Kemper 
Financial  Services,  and 
Oppenheimer  Manage- 
ment. And  some  banks 
market  their  own  proprie- 
tary funds,  such  as  the 
Vista  family  from  Chase 
Manhattan  Bank  and  the 
West  core  group  from  First 
Interstate  Bank. 
HYBRIDS  SOLD  HERE.  Current- 
ly, most  bank  funds  carry  a 
load  or  up-front  fee  that  pays 
for  the  on-site  investment 
counselor  who  helps  guide 
your  choice.  But  banks  may 
soon  follow  institutions  such 
as  Fleet  in  New  England  and 
drop  the  charge.  "The  trend  is 
for  loads  and  commissions  to 
come  down  as  more  consu- 
mers feel  they  don't  need  that 
advice  anymore,"  says  Ken- 
neth Kehrer,  head  of  a  Prince- 
ton iX.  .J.I  bank  consulting 
firm. 

The  latest  innovation  in 
bank  investment  products  is  a 


Ci> 


tf  CD 


cross  between  a  stock  a 
CD.  Introduced  last  montl 
Citibank  Stock  Index  Ins 
Account  guarantees  your 
cipal  while  giving  ret 
based  on  stock  apprecif 
The  account,  which  req 
a  810,000  minimum  depos 
five  years,  pays  you  d( 
the  average  percent  inci 
in  the  Standard  &  Poor's 
stock  index  from  the  tim( 
invest  to  maturity.  Say 
put  up  320,000  when  th( 
is  400,  and  the  S&P  avei 
560  over  the  next  five  y 
The  160  difference  wou] 
an  increase  of  40%  over 
Citibank  would  double  tli 
80%  and  pay  you  S16,0( 
top  of  yo'jr  S20,000.  I 
-iP  drops,  you  won't 
your  original  stake 
:  hough  you  may  sac 
any     interest.  So 
great,  but  since  you 
out  on  interest  comp< 
ing.  you  may  be  bettt 
in  an  index  fund.  Baj 
Trust  and  Shawmut 
similar  products. 

Banks  are  reiat 
new  to  the  brokf 
business,  but  they 
been  successful  so  fs 
!>nly  a  few  years, 
;.a\  e  corralled  more 
2.5%  of  all  annuities 
and  30%  of  mutual 
sales,  says  Kehrer.  Ha 
30%  are  proprietary  f 
"We  expect  banks  w 
selling    more  m 
funds  than  brokei 
before  the  end  0 
decade."  says  Ni 
Vartabedian.  exec 
vice-president  of 
ser\-ices  at  Fidelity  Ir 
ments  Iristitutional  Ser 
Typically,  banks  sidi 
the  shm  legal  barrier  to 
ing  sectunties  by  teamir 
with  a  financial  services 
pany.  such  as  Chase 
GX.A..  Chemical  Bank  wAxk 
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lancial  Services, 
a  deal  yet  to  be 
1,  NationsBank 
!an  Witter.  The 
I  services  part- 
/ides  the  under- 

I 'Cord-keepinK, 

lining  of  prod- 
meet  Securities 
(ii^e  Commission 
is.  In  some  cas- 
Iso  supplies  the 
who  advise  cli- 
lier  banks  train 
use  their  own 
(  S  or  combine 
Maffs. 
DVANTAGES.  How 
iks    stack  up 
'irokers?  Banks 
me  clear  advan- 
rimarily  conven- 
lany  people  are 
<(i  to  doing  busi 
1  local  bank  than 
n  800  number  or 

a  brokerage. 

•ost  of  bank  in- 

-  slightly  less 

ihe  Big  Three 

brokers— Fidel- 
Ill 's  Schwab,  and 

iCeilly  Group— 
i'-k  Coler,  presi- 
Mercer  Financial 
s.  Down  the  line, 
nay  gain  a  fur- 
^e  by  using  more 
1  employees  to 
lieir  products, 
people  are  paid 
i  incentives,  so 
iM  probably  sell 
s  with  low  or  no 
sions,"  says  Keh- 
iit  the  typical  broker 
iii-ities  firm  earns  3.5% 

lii-r  leg  up  for  banks 
r  aura  of  authority, 
I  lid  safety  based  on 
i!ul  role  and  the  se- 
'  federal  deposit  in- 
i  )ut  this  can  be  mis- 
,  loo,  since  the  insu- 
(lesn't  apply  to  mutual 
nd  other  nontradition- 
stments.  "One  of  our 
concerns  is  that  we're 
•lear  the  differences 
insured  deposits  and 
li'uts  that  have  risk," 
a\'id  Weymouth,  head 
of  America  Invest- 
r vices.  "We  believe 
f  more  responsibility 
I  hat  than  an  outside 
Indeed,  many  banks 


HOW  BANKS'  FUNDS  ARE  FARING 


TOP  BANK  PROPRIETARY  FUNDS 

Fund                               Total  return 

TOP  TOTAL  FUNDS 

Fund 

Total  return 

ONE  YEAR,  ENDING  2/28/93  1 

U.S.  TRUST  MASTER 
INCOME  t  GROWTH 

26.06% 

FIDELITY  SELECT 
HOME  FINANCE 

46.99% 

PACIFIC  HORIZON 
CAPITAL  INCOME 

20.59 

JOHN  HANCOCK  FREEDOM 
REGIONAL  BANK  (front-end  load) 
JOHN  HANCOCK  FREEDOM 
REGIONAL  BANK  (back-end  load) 

44.25 
43.28 

VISTA  TAX-FREE  INCOME 

19.79 

OAKMARK 

39.91 

FIRST  AMERICAN 
INVESTMENT  SPECIAL  EQUITY 

19.05 

FIDELITY  SELECT 
REGIONAL  BANKS 

38.92 

WESTCORE  LONG-TERM 
BOND 

18.51 

PAINEWEBBER  REGIONAL 
FINANCIAL  GROWTH 

38.56 

THREE  YEARS, 

ENDING  2/28/93 

VISTA  CAPITAL  GROWTH 

24.89 

CGM  CAPITAL  DEVELOPMENT 

38.91 

VISTA  GROWTH  & 
INCOME 

23.55 

FIDELITY  SELECT 
HOME  FINANCE 

36.22 

WESTCORE  MIDCO  GROWTH 

23.40 

FINANCIAL  STRATEGIC  FUNDS 
FINANCIAL  SERVICES  PORTFOLIO 

34.01 

PORTICO  FUNDS 
SPECIAL  GROWTH 

21.58 

JOHN  HANCOCK 
SPECIAL  EQUITIES 

31.01 

PACIFIC  HORIZON 
AGGRESSIVE  GROWTH 

20.83 

PAINEWEBBER  REGIONAL 
FINANCIAL  GROWTH 

30.59 

VISTA  GROWTH  &  INCOME 

32.93 

VISTA  GROWTH  &  INCOME 

32.93 

VISTA  CAPITAL  GROWTH 

27.09 

KAUFMANN  FUND 

28.98 

WESTCORE  MIDCO  GROWTH 

18.92 

VISTA  CAPITAL  GROWTH 

27.09 

PACIFIC  HORIZON 
CAPITAL  INCOME 

17.91 

FINANCIAL  STRATEGIC  FUNDS 
FINANCIAL  SERVICES  PORTFOLIO 

26.65 

PACIFIC  HORIZON 
AGGRESSIVE  GROWTH 

17.70 

CGM  CAPITAL 
DEVELOPMENT 

24.97 

DATA:  UPPER  ANAimCAl  SERVICES 


require  their  customers  to 
sign  waivers  acknowledging 
the  risks  of  investing. 

However,  you  may  not  get 
the  same  expertise  at  a  bank 
as  at  a  brokerage.  Most  banks 
don't  actively  trade  stocks, 
bonds,  options,  and  futures 
outside  of  their  trust  depart- 
ments that  serve  wealthier 
clients.  Also,  some  bank  mu- 
tual fimds  lack  a  track  record. 
"Many  bank  funds  are  still 
small,"  says  Geoff  Bobroff,  a 
senior  vice-president  at  Lip- 
per  Analytical  Services.  "You 
can't  yet  know  the  full  ex- 
pense of  running  them  be- 
cause the  banks  are  subsidiz- 
ing them.  Higher  costs  mean 
less  income  for  investors." 

Still,  the  banks'  approach 
seems  suited  to  the  novice  in- 


vestor many  are  targeting. 
Most  high-income  clients  al- 
ready have  investment  advis- 
ers. But  many  savers  seeking 
CD  alternatives  are  baby 
boomers  with  $30,000-$200,000 
incomes  who  need  long-term 
financial  planning,  or  people 
around  retirement  age  who 
depend  on  interest  income. 

Such  clients  may  need  a  lot 
of  hand-holding.  "Many  are 
first-time  investors,  and  the 
positioning  we  adopted  is  edu- 
cating the  consumer  so  they 
don't  feel  intimidated,"  says 
L.  Peter  Sheehan,  executive 
vice-president  at  Fleet  Bank 
Investment  Services.  And 
banks  emphasize  an  overall 
approach  to  a  person's  financ- 
es. "We'll  do  a  complete  re- 
view of  their  financial  needs," 


says  Bank  of  America's 
Weymouth.  Banks  also 
tend  to  stick  with  con- 
servative products  that 
such  clients  may  prefer. 
"The  money  coming  out 
of  CDS  is  looking  for  rel- 
atively low-risk  invest- 
ments, so  they  often  go 
into  government  l)onds 
or  bond  funds,"  says 
Weymouth.  "People  into 
high-risk,  high-return  in- 
vestments are  less  likely 
to  think  of  a  bank  in- 
vestment program." 

STRAIGHT  TALK.  What 
should  you  look  for 
when  considering  non- 
traditional  services?  As- 
sess the  range  of  prod- 
ucts, says  Edward 
Furash,  a  financial-ser- 
vices consultant  in 
Washington.  "Is  the  buf- 
fet big  enough  to  find 
the  right  thing  for  you?" 
How  informative  is  the 
bank's  broker?  Are  all 
the  communications 
clear,  truthful,  and  com- 
plete, not  misleading  or 
obscure?  asks  Furash. 
Are  you  getting  person- 
al attention  from  your 
banker/broker,  or  do 
you  feel  like  you're  tak- 
ing a  number  in  a  line? 

The  financial  results 
should  be  presented  co- 
herently and  in  a  way 
that  lets  you  compare 
them  with  other  prod- 
ucts, both  proprietary 
and  nonbank.  Look  for 
stability  and  quality  in  portfo- 
lio investments  or  a  high  insu- 
rance company  rating  behind 
annuities.  Also,  add  in  fees 
when  calculating  your  return. 
For  example,  what  will  it  cost 
you  to  pull  out  early?  Finally, 
says  Lipper's  Bobroff,  look  for 
money  managers  with  expe- 
rience in  different  market  con- 
ditions, such  as  the  stock  de- 
cline in  1987. 

It  makes  sense  to  follow 
these  guidelines  whether  you 
choose  a  broker  or  a  bank. 
Don't  seek  the  investment 
with  the  flashiest  return  but 
the  one  that  best  suits  your 
needs.  Who  knows?  If  com- 
plete security  is  your  goal, 
you  may  wind  up  putting 
your  money  back  into  an  oixli- 
nary  old  CD.  Pam  Black 
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Crc'ciit  Cards 

IS  DETROIT'S 
PLASTIC  A 
GOOD  DEAL? 


usiness 


For  card-carrying  car  lov- 
ers, it's  an  attractive 
idea:  The  more  you 
charge,  the  closer  you  come 
to  a  new  car.  Both  General 
Motors  and  Ford  offer  credit 
cards  promising  just  that,  and 
Chrysler  may  soon  unveil  one. 
To  "turn  buying  power  into 
horsepower,  plastic  into  steel," 
as  GM  puts  it,  which  card 
should  you  choose? 

The  General  Motors  Mas- 
terCard was  first  on  the  scene 
and  has  proved  wildly  popu- 
lar. In  a  little  over  three 
months,  it  attracted  over  $2 
l)illion  in  new  balances  and  3 
million  accounts.  That's  an  av- 
erage balance  of  aljout  $600 
per  card— the  same  average 
it  took  AT&T  Universal  Card 
about  three  years  to  achieve, 
says  Robert  McKinley,  pub- 


lisher of  Card- 
Trak,  a  news- 
letter from  RAM 
Research  in 
Frederick,  Md. 

What's  behind 
gm's  rapid  success?  The 
GM    card    and  the 
Ford  Citibank 
MasterCard  or 
Visa  all  credit 
5%    of  each 
purchase  you 
charge  toward 
the  price  of  a 
new  car.  But  GM 
lets  you  rack  up 
points  faster  by 
giving  a  5%  rebate 
on  balances  transferred  from 
another  card. 

TIE-INS.  GM  has  also  signed  up 
partners.  So  if  you  rent  a  car 
from  Avis,  stay  at  a  Marri- 
ott, place  a  call  through  MGI, 
or  gas  up  at  Mobil,  you  get 
an  additional  5%  rebate,  for 
a  total  of  10%  on  the  same 
charge.  Ford  has  no  such  tie- 
ins  but  says  it's  looking  into 
them.  For  now,  GM  has  the 
edge:  Say  you  spend  $250 
at  a  Marriott,  $50  at  Mobil, 
and  $150  at  Avis.  You'd  get 


a  $45  rebate  with  the  GM 
card,  compared  with  $22.50 
from  Ford. 

(;m  lets  you  accumulate  a 
maximum  of  $500  a  year  in 
rel)ates  for  seven  years,  but 
its  partners  have  no  caps. 
Ford  has  a  $700  a  year  cap 
on  the  allowed  rebate  for  five 
years.  To  get  the  $700,  Ford's 
cardholders  would  have  to 
spend  $14,000  a  year,  while 
gm's  would  need  to  rack  up 
$10,000  in  charges  to  hit  the 
$500  ceiling,  gm's  recently 


launched  Gold  Caq 
bles  the  rebate  ci 
$1,000  a  year.  It  c 
a  $39  annual  fee, 
is  applied  to  tl 
bate  account. 

Ford  does  ha 
edge  over  Gl 
interest  rates, 
10.4%  plus  prin 
16.4%  currentl} 
GM  card's  rate 
higher  than  F 
Ford  charges  a  $: 
nual  fee  after  th( 
year,  but  gives 
rebate  with  that 
ment.  GM's  card  h 
annual  fee. 
Rebate  cards  maki 
most  sense  for  those  wl 
off  their  balances  each  r 
If  you  don't,  "our  recor 
dation  is  that  you  go  oi 
get  a  lower-priced  can 
the  difference  in  a  savii 
investment  account,  an 
er,  go  out  and  buy  the  ii 
your  choice,"  says  McK 
Even  so,  the  app( 
whittling  down  the  pric 
new  car  with  every  cha 
more  than  many  car 
can  resist.     Suzanne  Vi 


edge  funds  have  always 
been  the  domain  of  the 
rich  and  sophisticated  inves- 
tor. Not  only  is  information 
about  these  private  invest- 
ment partnerships  hard  to 
come  by,  but  most  funds  are 
also  limited  to  "accredited" 
investors— with  a  net  worth 
exceeding  $1  million.  And 
many  funds  employ  risky 
strategies  while  demanding 
minimum  initial  investments 
of  $1  million  or  more.  But  a 
fund  of  hedge  funds  lets  an 
investor  with  less  money, 
or  lower  risk  tolerance, 
enter  this  rarefied  world. 

Funds  of  funds  usually 
combine  12  to  20  hedge 
funds  that  employ  a  wide 
variety  of  trading  practic- 
es, some  of  which  are  too 
speculative  for  mutual 
funds.  These  include:  go- 
ing short  in  the  stock 
market,  investing  in  de- 
rivatives, and  engaging  in 
risk  arbitrage.  The  goal 
is  to  provide  consistent 
performance  by  balancing 
strategies.  That's  why  the 
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Smart  Money 

YOUR  BEST  HEDGE  COULD  BE 
A  BUNDLE  OF  FUNDS 


funds  tend  to  trail  the  Stan- 
dard &  Poor's  500-stock  in- 
dex in  bull  markets  and  come 
out  well  ahead  when  the 
market  slides. 

Normally,  hedge-fund  in- 
vestors must  buy  into  a  num- 


A  PEEK  AT  SOME 
HEDGE-FUND  CLUSTERS 


Fund 

1992 

Minimum 

total 

return 

investment 

GENESIS 

26% 

$1,000,000 

CAPITAL  FUND 

SHINNECOCK 

11.8 

$250,000 

PARTNERS 

BAYBERRY- 

9 

$250,000 

WEST 

HEDGE  FUND 

19.7 

N/A 

MEAN 

S&P  500  AVERAGE 

7.6 

N/A 

■  Net  of  oil  fees  "  Estimate  N/A=Not  applicoble 

DATA.  B.  HAUPIMAN  &  ASSOCIATES.  BUSINESS  WEEK 


ber  of  funds  to  get  the  di- 
versity one  fund  of  funds  can 
provide.  Bart  Tiernan,  man- 
ager of  Gemelli  Investors, 
says  it  would  take  about  $25 
million  just  to  meet  the  entry 
fees  for  the  core .  managers 
in  his  $500,000  minimum 
partnership.  Funds  of 
fimds  can  also  give  inves- 
tors access  to  top  man- 
agers who  have  closed 
their  hedge  funds  to  new 
entrants  after  reaching 
the  99-investor  limit  on 
partnerships. 

Because  these  are  pri- 
vate vehicles,  managers 
need  not  report  returns 
publicly  and  are  forbid- 
den to  advertise.  News 
of  a  fund  travels  by  word 
of  mouth,  and  investors 
must    tap    their  own 


sources  for  referrals:  n 
managers,  a  pension  c( 
tant,  a  savvy  lawyer  c 
countant,  or  friends. 
LOWS  ALL  ALERT.  When 
sidering  a  fund,  examin 
dited  returns  that  exi 
the  hefty  fees.  Meet  wit 
manager  and  check  refe 
es.  Also,  make  sure  h( 
his  own  money  in  the 
and  uses  only  other  m: 
ers  who  invest  in  their 
funds,  says  Donald  Haix 
rector  of  Russell  Privat 
vestment  Services. 

Try  to  avoid  funds 
less  than  a  $250,000 
mum  and  $5  million  in 
ed.  As  hedge  funds  floi 
inexperienced  manager; 
launching  partnerships, 
the  most  talented  man; 
will  not  lowball  their  fu 

Remember,  these  f 
are  for  long-term  invej 
So  while  most  admit 
partners  quarterly,  mo; 
low  them  to  exit  at  ye£ 
only.  If  you  get  in  the  g 
plan  to  stick  around  for 
market  cycle.     Amey  , 


PERSONAL 


1 


y  home  office, 
where  I  work  full 
time,  looked  like  a 
dep.  Along  with  the 
equipment  and  books, 
crammed  with  an  as- 
at  of  oddities  that  in- 
old  advertising  signs, 
sheet  music,  a  pie 
am  a  diner,  a  wooden 
id  a  picture  of  Benja- 
rrison  in  Colorado. 
IS  obvious  that  I  need- 
I— but  not  from  a  com- 
ed  decorator  who  tries 
you  to  buy  more  stuff, 
ed  that  new  breed  of 
r  designer  who  uses 
vn  belongings  to  trans- 
a  room.  So  I 
to  Connie  Mor- 
M  organ  Design 
ver. 

gan's  price,  $75 
ir,  is  on  the  low 
Some  designers 

as  much  as  $150 
ir,  and  most  vv- 
/ou  to  pay  for  a 
um  number  of 
People  often  find 
signer  through 
of  mouth:  A  fi- 
1  planner  who  had  an 

admired  gave  me  Mor- 
lame.  Be  aware  that  in 
states,  designers  must 
jnsed.  You  might  also 
the  person  is  accredited 
rofessional  group,  such 
t  Interior  Design  Soci- 
•  American  Society  of 
)r  Designers. 
WAY.  When  interview- 
designer,  ask  for  photo- 

of  previous  work  and 

of  clients  you  can  con- 
\sk  clients  if  their  re- 
ited  offices  are  fimction- 

one  thing  to  make  an 
look  pretty,  another  for 
work  efficiently.  Make 
he  designer  doesn't  try 
DOse  a  style  on  you  but 
:ers  your  personal  taste, 
rgan  adheres  to  a  few 

principles  for  office 
3vers  that  you  can  test 
would  rather  go  the  do- 
rself  route.  Offices  tend 


Home 


HOME-OFFICE  MAKEOVERS 
—NO  PURCHASE  NECESSARY 


to  be  bottom-heavy  with  fur- 
niture, so  she  adds  texture 
and  color  on  walls  for  balance 
and  tries  to  clear  one  wall  for 
a  picture  gallery.  She  prefers 
big  furniture,  which  makes  a 
room  look  larger  than  lots  of 
little  pieces  do,  and  wooden 
tables  instead  of  metal  ones. 

My  12-by- 14-foot  office  is  an 
enclosed  porch  off  the  dining 


she  positioned  the  largest  and 
most  important  piece  of  furni- 
ture, my  rolltop  desk.  We  an- 
gled it  across  a  corner,  where 
there  was  space  for  my  com- 
puter. The  file  cabinets  went 
on  the  backyard  wall,  where 
they  block  the  view— a  trade- 
off, since  they  used  to  block 
the  view  of  the  front  yard. 
The  new  arrangement 
opened  the  one  solid 
wall  for  a  gallery, 
which  would  be  the  fo- 
cus of  the  room.  We 
went  on  a  treasure 
hunt  through  the  house 
for  pictures  and  furni- 
ture. Morgan  snagged 
two  chairs  from  the 


became  my  computer  stand. 

Then,  Morgan  started  on 
the  art  wall.  An  American  In- 
dian rug  from  a  closet  went  in 
one  corner  to  offset  the  heav- 
iness of  the  desk.  A  cigar  .sign 
went  next  to  it,  then  the 
sheet  music,  President  Harri- 
son, and  the  fish. 
GREEN  SWEEP.  The  final  chal- 
lenge was  the  big  brown  pie 
case.  I  had  filled  it  mostly 
with  old  white  plates.  Mor- 
gan replaced  them  with 
books,  baskets,  and  old  bot- 
tles, connected  by  their 
earthy  tones.  After  some  final 
tinkering,  Morgan  made  a  last 
sweep  of  the  house  to  gather 
plants.  She  placed  them 
where  they  soften  furniture 
lines  and  hide  electrical  cords. 

The  process  took  less  than 
five  hours  and  cost  $350. 
Now,  my  office  functions  bet- 
ter, and  it  looks  as  if  it  came 
out  of  a  decorating  magazine. 
I  made  some  changes,  such 


In  five  hours, 
a  decorator 
rearranged 
atchison's 

SPACE  TO 
CREATE  A 
CONVERSATION 
AREA  AND 
AN 'ART  WALL' 


room,  with  windows  on  two 
sides  and  a  door  to  the  gar- 
den. When  Morgan  first  saw 
it,  she  found  the  furniture  ar- 
rangement dark  and  leaden, 
and  the  pictures  unconnected. 

Morgan  used  a  blank-slate 
approach,  first  moving  every- 
thing out  of  the  room.  Then, 


i»asement  to  rei)lace  a  Danish 
modern  chair  and  footstool. 
She  put  them  on  an  Ameri- 
can Indian  rug  near  the  desk 
to  form  a  conversation  area. 
A  garden  table  was  converted 
to  a  fax-machine  stand.  The 
biggest  find  was  a  library  ta- 
ble in  the  family  room  that 


as  rearranging  Ix.ioks  by  sul)- 
ject  instead  of  size  and  color. 
I  moved  the  phone  onto  the 
desk  from  its  hiding  place  on 
the  bookcase  and  spread  out 
files  that  Morgan  had  tucked 
into  drawers.  Even  a  great 
designer  can't  eliminate  desk- 
top clutter.   Sandra  Atchison 


Worth  Noting 


fEAT  EMPTOR.   Los  An 

lawyer  Ricki  Ring's  fi-ee 
ure,  How  to  Protect  Your- 
rom  Stockbroker  Fraud 


and  Mismanagement,  has  tips 
on  finding  an  investment  ad- 
viser and  steps  to  take  if  you 
sense  trouble  (310  552-3005). 
■  BURN  ALERT.  UV  Fl-WAHE  USes 
NASA  ozone  measurements  to 
calculate  ultraviolet  levels  and 


sunburn  times  for  more  than 
525  North  American  locations. 
The  PC  program  is  $40  post- 
paid from  Save  the  Planet 
Software  (303  641-5035). 
■  GOLFIN'  GOURMETS.  The  Me 

anderer,  a  128-foot  French 


luxury  barge,  takes  parties  of 
six  for  $2,675  a  person  on 
weeklong  cruises  down  the 
Canal  de  la  Marne,  with  stops 
at  five  golf  courses  in  the 
Champagne  region.  Call  The 
Barge  Lady,  800  525-1599. 
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National 
Stuttering 
Awareness 
Week 

MAY  1046 


Legendary  star  ot  the 
Chicago  Bulls  Bob  Love, 
who  personallv  overcame 
a  speech  impediment, 
leads  the  1993  campaign 
to  educate  the  public 
about  stuttering  with  a 
message  ot  help  and  hope. 


Fi'f  more  mtormatuin.  write; 

Stuttering 
foundation 
OF  America 


A  Stm-Profit  Orgjrujonon 
Helping  T/iosi  WTki  SnitUT 
P.O.  Rix  11749  •  Memphis.  TN  3S111-C74'? 

i-scs:-w;-93')2 


Index  to  Companies 

This  index  gives  1*»e  storting  page  for  a  story  or  feo- 
ture  with  o  significont  reference  to  o  company.  Most 
subsidiaries  ore  indexed  under  their  own  names. 
Cpanonies  bsled  only  in  tables  ore  not  included. 


Koaak  84 
.  Kohlberg  Kravis  Roberts  98 


AEG  106 

Aetno  Life  &  Cosually  98 

Airbus  SO  82 

Air  France  106 

Alex.  Brown  &  Sons  30 

j  Allstate  98 
A.M.  Best  98 
American  Airlines  1 1 1 ,  80 
Americon  Express  43 
American  Relionce  98 
Amtrak  106 
Anglo-Suisse  46 
Anheuser-Busch  40 
Apple  Computer  111 
Applied  Genetics  116 
Argus  Resea-;"  1 02 
AT&T  110,  119,  126 

I  Avis  126 
Avitos  80 

B 


Decatur  Federal  Sovings  & 

Loon  99 
Dell  Computer  114 
Deloitte  &  Touche  82 
Dentsu  104 
Digitolk  111 
Dreman  Volue 

Management  102 


Eostman  Kodok  96 
ELICO  Leasing  116 
Enomelon  110 
Executive  Life  Insurance  40 


Banc  One  100 
'  Bonkers  Trust  96 

Bank  of  America  12 

Bantam  Doubleday  Dell  52 

BassBrewe'i  110 
[  BCCI  12 
]  Bertelsmann  52 
]  Best-Pack  114 

Bison  Geor  & 
Engineering  114 

BJ's  Wholesole  Club  30 

BMW  96 

Boemg  40,  80.  114 

Bombardier  106 
1  Booz  Allen  &  Hamilton  28 
I  British  Airways  80 


C;.  ck  &  Reilly  124 
R 


L.L.  Bean  104 
Lehman  Brothers  106 
Liberty  Financial  Sevices  124 
Lipper  Analytical 

Services  124 
Lloyd's  of  London  98 
Loctite  96 
Louis  Harr  s  29 
Louis  Vuiiton  104 

M 


Federal  Express  1 14 
Fidelity  Investments  124 
Fireman's  Fund  Insurance  98 
First  Boston  96.  Ill 
First  Commercial  99 
First  Interstate  Bank  124 
Flying  Food  Fore  118 
Ford  84,  126,  130 
Franklin  Electronic  G 
Galvak  84 
Gartner  Group  45 
GE  84 

Gemini  Consulting  111 
General  Re  98 
GM  31,43,  126,  104 
GNA  124 

Goldman  Sacns  30,  46 
Goodyear  84 
Grant  Thornton  82 
Grumman  106 
Gunn  Howell  Morkos 
Partners  7 


Cannondale  50 
Canon  Computer 

H 

Hackney  &  Sons  1 19 

Coterpiliar  114 

Hollmark  Cords  114 

CCA  Industries  102 

Hortford  Fire 'nsuronce  98 

Centre  Re  98 

Heinz  (H.J.:  26 

CGI  Informot-que  45 

Hewlett-Pockord  82,  110 

Charles  Schwab  124 

Hill  8.  Knowlton  38 

Chose  Manhotton  B^r.^  124 

Hitachi  7 

Chemical  Bonking  99,  124 
Chrysler  84,  126 

Hook-SupeRx  102 

Chubb  Group  98 

Citicorp  111 

IBM  43  45.  84,  110,  1 14, 

CNN  40 

130 

Coco-Cola  119 

IDS  Financial  Services  26 

Colgate-Palmolive  102 

Information  Resources  28 

Compaq  43,  104 

Intel  82 

Conoco  46 

International  Data  45 

Continental  Re  98 

1  Internotionol  Strategies  119 

Copley  Phormoceuticals  102 

ivox  102 

Costco  30 

Critical  Care  Associotes  1 1  6 

J 

Credit  Lyonnois  40 

1  Jordine  Fleming  Securities  44 

Cummins  Engine  84 

J  Crew  104 

Custom  Materials  1 17 

K 

Monagement  Ventures  30 
Morrioft  126 
Marsh  &  McLennan  98 
Morui  104 
Matsushita  52 
McDonnell  Douglas  80,114 
i  MCI  118,  126 
Meidu  Garments  Faciory  49 
Mercedes-Benz  31,84 
j  Mercer  Financial 
Services  124 
Merck  96 
Merrill  Lynch  22 
Mid  Ocean  Reinsurance  98 
■  Mitsubishi  7 

MMS  International  24 
I  Mobil  126 
'  Morgan  Design  127 
"1  Morgan  (J.P.}  98,  1 1 1 
I  Morgon  Stonley  106,111 

Morrison  Knudsen  106 
I  Muluelle  Assurance 
I    Artisinole  40 


Noc  Re  98 
Notionol  Re  98 
NationsBonk  124 
NEC  124 

Nielsen  Household 
Services  30 

Nippon  Steel  7 
[  Nissan  7,  84 
^  Northern  Trus'  22 
-  Northrop  106 

N—  7 


Ob|ect  Technology 
Internationol  1 1 1 
Ohio  Art  82 
Oppenheimer  124 
OrgWare  111 

P 


Deon  Witter  124 


Kemper  Financial 
Services  22,  124 


Pace  30 

Pacer  Systems  1 14 
Pocific  Mutuol  Life  40 
PalneWebber  28,  102 
PorcPloce  Systems  111 
PepsiCo  26.  104  119 
Philip  Morris  26,  28,  32 
Philips  Electronics  49 
Price  Club  30 
Price  Woterhouse  12 
Procter  &  Gamble  26,28 
Prudentiol  Insurance  98 
Prudentiol  Securities  30 
Putman  Berkley  Publishing 

Q 


RAM  Research  12d 
Random  House  52 
RCA  Records  52 
Regol  Ware  30 
Renown  104 
Richmond  Master 
Distributors  26 
Rodman  &  Rensha^ 
Roper  Orgonlzotior 
Royal  Dutch/Shell  ( 

S 


Som's  Clubs  30 
Santo  Cruz  Travel 
Sanyo  Electric  104 
Save  the  Planet 

Software  127 
SC'  Systems  84 
Sen  119 
Shiseido  104 
Showa  Shell  Sekiyi 
Siemens  106 
Signet  Reinsuronce 
Simat  Helliesen  &  E 
Smith  Barney,  Harri 

Uphom  7 
Software  Systems 
Specialists  114 

Sony  49 

Southwest  Airlines 
Specialized  Bicycle 

Components  50 
Standard  &  Poor's 
St.  Louis  Cardinals 
Storage  Technolog 
Sun  Microsystems 

T 

Tevo  Pharmaceutic 
Texas  Instruments 
Thorn  EMI  52 
Thyssen  106 
Time  Warner  40 
Toshibo  7 
Toyota  7 
Trek  Bicycle  50 
TWA  80 


L'nited  Airlines  4C 
USAir  80 


Valley  National  1 
Virgin  Records  55 
Vishoy  lntertechn( 
Volkswogen  31,1 

w 


j  Wolgreen  s  102 
j  Wal-Mart  30 
I  Walt  Disney  96, 

Worner  Brothers 
I  Weight  Watchers 
Internationol  2« 

vVillcox  98 


52 


Xerox  111 

z 


Quaker  Oats  26 


Zurich  Insurance 
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ivestment  Figures  of  the  Wee 


>:ntary 

iter  week  in  the  financial 
The  desultory  tone  was 
led  on  Apr.  2,  when  Philip 
itock  tumbled  on  word  that 
sharply  cut  cigarette 
tocks  dropped  across  the 
i  /ith  the  decline  encour- 
discouroging  employment 
Jroad  stock  indexes  ond 
)$  alike  fell,  while  bond 
ided  the  week  pretty  much 
tegon.  One  encouraging 
»  put-call  ratio  of  investor 
t  moved  solidly  into 
irritory  during  the  week. 


STOCKS 

Apr       Oct.       Apr     Apr.  1-7 


BONDS 

Apr        Oct        Apr      Apr.  1-7 


•450  1500 

■  445  1400 
•  442  73 

-  440  1300 


52-weel(  chonge 
+  12.2% 


1  -week  change 
-2.0% 


-  435  1200 


1540  100 


THE  DOLIAR 

Apr        Oct        Apr.     Mar31-Apr.  7 


52-week  change 
+9.7% 


1  -week  change 
-0.1% 


52-week  change 
+  1.3% 


1  -week  chonge 
-0.1% 


KET  ANAIYSIS 


OCKS 

Latest 

%  change 
Week  52-weeli 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

m  IKDUSTRIALS 
COMPANIES  (S&P  MidCap  Index) 
OMPANIES  (Russell  2000) 
PANIES  (Russell  3000) 

3397.0 
160  2 
223  0 
253.0 

-1.1 
-2.9 
-2.7 
-2  2 

6.8 
14.9 

15,5 
13.5 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  SOO  PRICE/EARNINGS  RATIO 

2.98% 
6.95% 
2.83% 
21.9 

2.95% 
6.93% 
2.74% 
23.4 

3.95% 
7.92% 
3.19% 
24  3 

(N  STOCKS 

Latest 

%  change  (1 

ocal  currency) 
52-week 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

Week 

S&P  500  26-week  moving  overage 
Stocks  obove  26-week  moving  overage 
Speculotive  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

434.5 

433.2 

Positive 

(FINANCIAL  TIMES  100)            2822  1 
NIKKEI  INDEX)                        19,829  2 
)  (TSE  COMPOSITE)                   3601  4 

-1.8 
6.7 
00 

17.9 
15.5 
8.5 

66.0% 
0  49 
2  55 

70. 1  % 
0.43 
2  48 

Neutral 
Positive 
Negative 

USTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

VEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  In  group 

% 

4-week 

change 

52-week 

Price 

MINING 

12.9 

25.2 

ECHO  BAY  MINES 

19.0 

-3.8 

6  'A 

NES 

8.6 

-6.1 

USAIR  GROUP 

27.1 

22.5 

21  i/s 

H  CARE  SERVICES 

6.7 

-26.1 

AMGEN 

9.8 

-39.6 

36  'A 

ND  GAS  DRILLING 

6.5 

44.7 

HELMERICH&  PAYNE 

8.7 

29  5 

29  Vs 

KPLORATION  AND  PRODUCTION 

5  5 

24.1 

ORYX  ENERGY 

6.9 

15.6 

23  Va 

'WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ceo 

-21.4 

-35.3 

PHILIP  MORRIS 

-24.4 

-37  8 

48  'A 

JFACTURED  HOUSING 

-16.7 

-7  7 

FLEETWOOD  ENTERPRISES 

-18.2 

-12.5 

18 

1  CONTAINERS 

-15.9 

-25  3 

STONE  CONTAINER 

-47.0 

-66.0 

8  % 

■BUILDING 

-15.5 

2.2 

PHM 

-20  2 

-8.7 

23  Vi 

JTION  CONTROL 

-15.0 

-1 1.1 

WASTE  MANAGEMENT 

-17.1 

-17  4 

31  'A 

UAL  FUNDS 


ts 

k  total  return 


LAGGARDS 
four-week  total  return 


% 


S&P  500 
4-week  total  return 


MORNINGSTAR  INC 

^^^Hl   Average  fund 
52-week  totol  return 


IGTON  STRATEGIC  INVESTMENTS  44.9 

APANESE  SMALL  COMPANY  217 

iUARD  INTL.  EQUITY  INDEX  PACIFIC  20  9 

total  return  % 

IFE-STATE  STREET  GLOBAL  ENERGY  55  1 

ITY  SELECT  HOME  FINANCE  54  8 

ITY  SELECT  FINANCIAL  SERVICES  50  4 


PROGRESSIVE  AGGRESSIVE  GROWTH  ill 

SHEARSON  SMALL  CAPITALIZATION  A  -8  5 

SHEARSON  1990s  A  -8  3 

52-week  total  return  % 

PROGRESSIVE  AGGRESSIVE  GROWTH  -37  8 

FINANCIAL  STRATEGIC  HEALTH  SCIENCES  25  4 

OPPENHEIMER  GLOBAL  BIO-TECH  -23  4 


TIVE  PORTFOLIOS 


DATA  RESOURCES  INC 


amounts 
.>nt  the  present 
if  $10,000 
d  one  year  ago 
portfolio 


l|  ages  indicate 
('  '  total  returns 

),  •  


Foreign  stocks 
$12,591 

+3.77% 


Ti'easury  l:)onds 
$11,985 

-0.52% 


U.S. stocks 
$11,413 

-2.39% 


nil 


Money  market  fund 
$10,254 

+0.05% 


Gold 
$9,912 

+  1.20% 


30  this  poge  are  as  of  market  close  Wednesday,  Apr  7,  1993,  unless  otherwise  indicated 
iroups  include  S&P  500  companies  only,  performonce  ond  shore  prices  are  as  of  morket  close 


Apr  6  Mutual  fund  returns  ore  os  of  Apr  2.  Relative  portfolios  are  valued  05  of  Apr.  6  A  more  detailed 
explanation  of  this  page  is  available  on  request 


BUSINESSWEEK/APRIL  19,  1993  129 


itorials 


SMALL  BUSINESS  DESERVES  A  BIGGER  BREAK 


One  of  the  few  things  Chnton  Democrats  of  the  1990s 
have  in  common  with  Reagan  RepubHcans  of  the 
1980s  is  a  healthy  respect  for  entrepreneurs  as  job 
generators  par  excellence.  Yet  at  a  time  when  they  face 
mounting  obstacles  to  growth,  there  is  a  gap  between  the 
Administration's  rhetoric  and  policy  concerning  the  small 
business  community. 

It's  not  as  if  the  Clintonites  aren't  trying  to  help.  They 
are.  The  new  regulations  that  allow  banks  to  make  so-called 
character  loans  to  small-business  people  is  a  welcome  move 
that  might  open  the  financing  spigot.  But  the  broad  policy 
initiatives  that  are  part  of  the  Administration's  overall  eco- 
nomic package  appear  to  have  been  written  by  a  coterie  of 
lawyers  and  academics  who  never  bothered  to  schmooze  with 
the  Kalamazoo  and  Peoria  Chambers  of  Commerce. 

Take  the  permanent  investment  tax  credit,  the  key  Clin- 
ton small-business  initiative.  It's  0.  K.  for  small  manufactur- 
ing and  high-tech  companies,  which  tend  to  generate  well- 
paying  jobs  with  good  benefits.  Yet  with  a  sales  cap  of  only 
$5  million,  eligibility  is  severely  limited  and  there  is  not 
much  for  the  huge  service  sector. 

How  about  the  50%  capital-gains  tax  break  on  profits  made 
from  the  sale  of  stock  in  small  companies  held  for  at  least 
three  years?  That's  0.  K.,  too,  but  it  applies  only  to  compa- 
nies that  have  raised  less  than  S50  million  in  capital.  Unfor- 
tunately, companies  that  raise  more  than  S.50  million  in  cap- 
ital are  usually  the  ones  that  use  stock  financing. 

It  gets  worse.  The  proposed  hike  in  top  personal-income 
tax  rates  from  31%  to  36%  will  hit  hundreds  of  thousands  of 


small  businesses  organized  as  sole  proprietorships,  pj 
ships,  or  Subchapter  S  corporations,  which  pay  taxes 
dividual  rates.  Then  there  are  the  new  regulations  an( 
dates.  Many  small-business  people  already  have  to  de; 
family  leave  and  providing  access  to  the  disabled.  Th 
mandate  will  be  health  care.  National  Small  Businesi 
ed  estimates  that  small-business  owners  face  up  to  $ 
lion  in  new  health-care  costs. 

So  what  should  the  Clmton  Administration  do  to  br 
talk  in  line  with  small-business  reality?  The  easy  steps 
be  to  bump  up  the  annual  sales  cap  on  ihe  investme 
credit  from  $5  million  to  S.50  million  and  raise  the  $i 
lion  capital  limit  for  the  capital-gains  tax  break  to  S2( 
lion.  A  second  step  would  be  to  ease  in  mandated  heall 
over  a  period  of  years  and  keep  the  required  health-can 
age  bare  bones,  with  employees  sharing  the  cost. 

The  most  challenging  step  wouldn't  cost  a  cent.  Sma 
ness  people  will  tell  you  that  what's  crippling  them  isi 
compli^ing  with  government  regulations  but  the  crush: 
perwork  demanded  by  an  avalanche  of  unintelligible 
Not  only  does  this  paperwork  siphon  off  time,  it  is 
sive.  Here's  how  to  cut  it: 

■  Consolidate  all  government  regulations  that  apply 
small  businesses. 

■  Cut  down  the  number  of  forms. 

■  Make  the  forms  easy  to  follow. 

The  money  saved  by  millions  of  entrepreneurs  wou^ 
pay  for  new  taxes  and  mandates  and  generate  more  jot 
the  next  four  years. 


WE  NEED  NAFTA— AND  A  NET  FOR  U.S.  WORKEI 


Mexico— the  next  South  Korea?  Dismiss  the  idea  at 
your  own  economic  peril.  Quietly,  without  much  fan- 
fare, Pi-esident  Carlos  Salinas  de  Gortari  has  built 
an  Asian-style  command-and-control  society  south  of  the  bor- 
der that  is  quickly  transforming  a  sleepy  Third  World  coun- 
try into  a  fierce  Latin  American  economic  tigre.  By  keeping 
wages  low  for  his  high-quality  labor  force,  Salinas  has  at- 
tracted S26  billion  of  U.  S.  investment  in  the  past  five  years, 
half  of  it  in  bricks  and  mortar,  generating  jobs  and  income. 

Therein  lies  the  rub.  Many  of  those  jobs  for  Mexico's  young 
work  force  may  have  come  from  the  U.  S.,  or  so  a  growing 
number  of  American  labor  unions,  economists,  and  politi- 
cians argue.  Salinas  needs  the  North  American  Free  Trade 
Agreement  to  lock  in  his  transformation  of  Mexico  into  an 
open,  market-driven  economy.  The  big  question  is  whether 
America  needs  it. 

It  does.  The  economic  imperatives  driving  American  cor- 
porations to  Mexico  began  without  NAFTA  and  will  continue 
without  NAFTA,  but  they  can  be  better  mediated  socially  and 
politically  with  NAFTA.  By  going  south,  American  companies 
have  helped  boost  Mexican  gross  domestic  product  by  near- 


ly 60%  since  1988.  An  expanding  middle  class  has  d 
its  imports  of  American  goods  to  S40.6  billion,  generatii 
and  income  north  of  the  border.  With  roughly  26,0C 
created  per  SI  billion  of  exports,  the  S20  billion  jump  i: 
exports  to  Mexico  produced  .520,000  American  jobs. 

But  with  all  economic  change,  there  is  pain,  and  N/ 
an  opportunity  to  build  a  healing  mechanism  for  the  i 
Whether  they  are  codified  in  side  agreements  tied  to 
or  in  some  other  way,  two  policies  should  be  associate 
the  free-trade  pact.  On  the  U.  S.  side,  a  major  worker 
ing  program  should  be  put  in  place  to  upgrade  the  si 
Americans  who  lose  their  jobs  because  of  NAFTA.  On  thi 
ican  side,  wages,  which  have  been  suppressed  under  ' 
for  five  years,  must  be  allowed  to  rise.  That  would  e 
the  Mexican  middle  class,  increase  imports  from  the 
and  narrow  the  wage  gap  between  similarly  skilled  w 
on  both  sides  of  the  border. 

In  South  Korea,  it  took  about  10  years  to  move  1 
low'-wage  economy  to  a  high-wage  one— and  that  was 
in  a  military-dominated  society.  Mexico  may  surprise 
one  and  do  just  as  w^ell— or  even  better. 
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Informix 
Database  Technology 
Helps  World  Vision  Reach 
The  Children. 


WIiL-n  World  Vision,  a  non-profit  international  Christian  relict  and 
development  agency,  needed  to  manage  $225  million  annually  in  lundraising  and 
distribution,  they  turned  to  us,  Informix,  the  expens  in  UNIX'  relational  database 
management  systems. 
Mainframe-Caliber  Performance. 

World  Vision  required  a  UNIX  system  that  could  deli\'er  maintrame-caliber 
performance  at  a  fraction  of  the  cost. The  system  had  to  provide  quick  response 
to  a  large  number  of  simultaneous  users.  It  had  to  provide  on-line  access  to  donor 
data,  including  correlation  of  donors  and  recipients.  And  it  had  to  be  easily 
modified  for  special  projects,  such  as  emergency  relief. 

World  Vision  chose  Informix's  UNIX  solution. 
One  Million  in  Donor  Database. 

AU  of  World  Vision's  needs  are  being  met  — including  storing  10  million 
donation  postings,  maintaining  a  donor  database  of  more  than  a  million  people, 
making  data  available  around  the  clock/seven  days  a  week,  and  providing  appli- 
cation portability,  networked  capabilities,  and  hardware  independence. 

World  Vision  and  thousands  of  other  organizations  have  called  on  us  tor 
12  years  to  successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we're  the  experts. 
Call  1-800-688-IFMX. 


rj  INFORMIX' 

THE  UNIX  DATABASE  EXPERTS. 
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Imagine  sitting  down  at  your 
PC  and  getting  right  to  work. 

Say  its  time  for  your  monthly 
report.  With  a  click  of  the  mouse, 
you  open  up  your  word  processor 
and  jot  down  your  thoughts. 

You  open  a  spreadsheet.  Pull  in 
the  East  Coast  figures  from  Chris 
down  the  hall.  Maybe  turn  them  in- 
to a  chart.  You  add  a  final  flash  of 
brilliance  and  you're  done. 

Now  you  have  a  feel  for  what 
its  like  to  work  with  the  Microsoft' 
Wmdows™  operating  system. 

Suddenly,  dreaded  projects  are 
manageable.  Dare  we  say,  easy. 

And  since  all  Windows  programs 
look  alike  and  act  alike,  once  you 
know  one  program,  you're  well  on 
your  way  to  knowing  them  all. 

Of  course,  you  can  still  use  your 
old  favorite  programs  and  files 
from  the  MS-DOS"  operating  sys- 
tem alongside  your  new  ones. 

Visit  your  local  computer  store 
to  learn  more  about  Windows.  Or 
ask  a  friend. 

After  all,  isn't  there  something 
other  than  your  computer  you'd 
rather  be  thinking  about?  Let's  say, 
that  promotion? 


TACKLE  YOUR  WORK 

INSTEAD  OF 
YOUR  COMPUTER. 


Microsoft 

Making  it  easier 


©  1993  Microsoft  Corporanon  All  ri^is  reserved  Printed  in  the  USA.  For  information.  In  the  ^0  United  States, 
tall  (800)  426-9400;  in  Canada,  call  (800)  563-9048;  outside  the  50  United  States  and  in  Canada,  tall  (206)  936  8661  Microsoft  and  MS-DOS  operanng  system 
arc  registered  trademarks  and  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  Corporation. 
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Faster!  6  pages  per  minute,  and 
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piled  so  much 
ter  for  so  little. 


With  a  personal  laser  printer  under  $  1 ,000, 
'U  normally  have  to  give  up  one  thing  for 
lOthen  Like  speed.  Or  print  quality.  Or  flexible 
iper  handling. 

Well,  the  new  Epson*  ActionLaser'"  1000  is 
ly  under  $1,000.  And  as  you  can  see  from 
e  large  stack  on  the  left,  we've  piled 
□re  into  it  than  any  other  printer 
its  price  range. 


Add  a  150'sheet  paper  tray  that  handles 
multiple  paper  sizes  including  envelopes,  and  you 
can  see  why  Epson  laser  printers  win  industry 
award  after  award. 

Now  for  the  things  you  can't  see.  Our 


Like  speed,  for  example.  We 
'xk  in  at  6  pages  per  minute, 
umpared  with  a  slow  4  pages  per  minute  for  the 
ading  laser  in  the  same  price  range. 

Tlien  there's  print  quality.  Our  blacks  are 
acker  and  our  lines  print  finer,  thanks  to  Epson's 
;clusive  MicroArt  Printing. 

H  you're  really  a  stickler  for  sharpness,  you 
;n  spend  a  little  more  (but  still  less  than  $1,000! ) 
r  our  ActionLaser  1500,  with  Epson's  RlTech 
solution  improvement  technology  As  well  as 
5  scalable  fonts. 


ActionLasers  have  a  two-year  warranty  instead 
of  the  typical  one  year  Plus  the  toll-free  Epson 
Connection  hotline  to  answer  your  questions. 

Oi~ily  Epson  gives  you  so  much,  {ox  so  little. 
Even  our  booklet,  "Wliat  You  Should  Know 
Before  Buying  a  Laser  Printer','  is 
absolutely  free.  To  send  for  it, 
call  800-289-3776. 
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PRODUCTiON 

Change  from  \a-J  week:  0,2% 
Change  from  last  yeor:  2,8% 
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LEADING 

Chonge  from  lost  week:  -0.1% 
Change  from  lost  year:  4.0% 
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The  production  index  increased  during  the  week  ended  Apr.  3.  Seasonally 
adjusted  output  levels  of  steel,  autos,  trucks,  crude-oil  refining,  paperboard  and 
paper,  and  rail-freigfit  traffic  all  rose  Electric  power,  cool,  and  lumber  production 
declined  Before  calculation  of  tfie  four-week  moving  average,  tfie  index  advanced  to 
185,5  from  184  8  Tfie  index  stood  at  184.3  for  tfie  montfi  of  March,  up  from 
February's  183  4  level. 

BW  production  index  copyrigtil  1993  by  McGrow-Hill  Inc 


The  leading  index  fell  during  the  week  ended  Apr.  3,  reflecting  in  port  the 
end  of  the  bearish  bond  market  In  addition  to  higher  bond  yields,  slower  growtf 
materials  prices  and  more  business  failures  contributed  to  the  decline.  On  the  ( 
side  were  higher  stock  prices,  improvement  in  the  growth  of  M2,  and  real  esl 
loons.  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to  '. 
from  218.8.  for  the  month  of  March,  the  index  fell  to  220.1  from  220.2  in  Febru) 
Leodmg  index  copyright  1  993  by  Center  lor  Inlernolionol  Buiiness  Cycle  Research 


PRODUCTIOM  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEl  (4/10)thous.  of  net  tons 

1,787 

l,790# 

-1.3 

AUTOS  (4/101  units 

105,091 

132,424r# 

-11.9 

TRUCKS  (4/10)  units 

80,265 

109,306r# 

-4.0 

ELECTRIC  POWER  (4/101  millions  of  kilowatt-hours 

51,846 

52,659# 

1.9 

CRUDE-OIL  REFINING  (4/io|thous.ofbbl./day 

13,100 

13,466# 

-1.5 

COAL  |4/3|thous.  ofnettons 

17,999# 

19,928 

3  5 

PAPERBOARD  (4/3)thous  oftons 

827.4# 

814.0r 

1.3 

PAPER  (4/3)  thous.  oftons 

794.0# 

797.0r 

2.8 

LUMBER  (4/3)  millions  of  ft. 

463. 3# 

482.4 

-7.9 

RAIL  FREIGHT  (4/3)  billions  of  ton-miles 

21. I# 

21.7 

6.0 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
Americon  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA^  Association 
of  Americon  Railroads 

FOREIGN  EXCHANGE 

Lot esl 
week 

Week 
ago 

Veor 
ago 

JAPANESE  YEN  (4/i4) 

114 

114 

133 

GERMAN  MARK  (4/1 4) 

1  59 

1  62 

1  66 

BRITISH  POUND  (4/14) 

1  56 

1.51 

1.76 

FRENCH  FRANC  (4/14) 

5  36 

5.46 

5.61 

CANADIAN  DOLLAR  (4/14) 

1  26 

1.26 

1.18 

SWISS  FRANC  (4/14) 

1.45 

1.49 

1.53 

MEXICAN  PESO  (4/i4)' 

3  079 

3.074 

3.087 

Sources:  Ma|or  New  York  bonks.  Currencies  expressecJ  in  units  per  U.S.  tJollor,  exce 
pound  expressed  in  dollors 

)t  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (4/14)  $/lroyoz. 

338  250 

336  750 

0  2 

STEEL  SCRAP  (4/1  3)  #1  heavy,  S/lon 

106.50 

107.50 

13.3 

FOODSTUFFS  (4/13)  index,  1967=100 

207.3 

204.2 

3.3 

COPPER  (4/10)  c/lb. 

94.0 

99.5 

-1 1.2 

ALUMINUM  (4/10)  c/lb. 

52  5 

53.1 

-15  3 

WHEAT  (4/10)  #2  hard,  $/bu. 

3.70 

3  79 

-10  6 

COTTON  (4/10)  strict  low  middling  M/16in.,  C/lb 

56  58 

55.46 

2  7 

Sources:  London  Wednesday  final  setting,  Chicogo  mo 
Week,  Konsos  City  market,  Memphis  market 

ket.  Commodity  Research  Bureau,  Metals 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


%  Ch 
yeai 


STOCK  PRICES  (4/9IS&P500 


442.00 


449.22 


CORPORATE  BOND  YIELD,  Aao  (4/9) 


7.61% 


7.64% 


INDUSTRIAL  MATERIALS  PRICES  (4/9) 


97  7 


98.4 


BUSINESS  FAILURES  (4/2) 


381 


369r 


REAL  ESTATE  LOANS  (3/31)  billions 


$395.0 


$394.1 


MONEY  SUPPLY,  M2  (3/29)  billions 


$3,440.6  $3,436.7 


INITIAL  CLAIMS,  UNEMPLOYMENT  (3/27)  thous 


378 


347 


Sources:  Stondord  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=^100),  Dun  & 
street  (failures  of  lorge  componies),  Federol  Reserve  Board,  Labor  Dept.  CIBCR  seasonolly  G 
data  on  business  failures  and  real  estote  loons 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ogo 

%  a 

yea 

BUSINESS  WEEK  PRODUCTION  INDEX  (Mar 

)  184.3 

183.4r 

BUSINESS  WEEK  LEADING  INDEX  (Mar ) 

220.1 

220.2r 

RETAIL  SALES  (Mor )  billions 

$166  9 

$168.7 

CONSUMER  PRICE  INDEX  (Mar ) 

143.6 

143.1 

Sources:  BW,  CIBCR,  Census  Bureau,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  a 

yea 

MONEY  SUPPLY,  Ml  (3/29) 

$1,036  2 

$1,036.9 

BANKS'  BUSINESS  LOANS  (3/3i) 

277.5 

276.0r 

FREE  RESERVES  (3/3i) 

1,200r 

l,194r 

NONFINANCIAL  COMMERCIAL  PAPER  (3/3 1 

142.6 

147.4 

Sources:  Federal  Reserve  Board  (in  billions,  exce 
two-week  period  In  millions) 

5t  for  free  reserves. 

which  are  expressec 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (4/i3) 

2.98% 

2.97% 

3 

PRIME  (4/14) 

6.00 

6.00 

6 

COMMERCIAL  PAPER  3-MONTH  (4/i3) 

3.16 

3.17 

3 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/i4) 

3.09 

3.1 1 

3 

EURODOLLAR  3-MONTH  (4/io) 

3.1 1 

3.1 1 

4 

Sources:  Federal  Reserve  Boord,  First  Boston 


#Rgw  dato  in  the  production  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipr 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  volue     NA=Not  available     r  =  revised     NM^Not  meaningful 
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\At  Philippine  Airlines,  We  Aim  To  Please 

CEO's,  VP's,  GM's,  MD'S 


And  Other  VIP's 
Who  Have  Yet  To  Learn 
Their  ABC's. 


We've  always  been  big  on  the  way  we  care  for  our 
)jassengers.  A  devotion  exemplified  by  the  attention  we 
>ay  to  the  smallest  of  details.  Providing  you  ample 
:omforts  on  the  ground  and  in  the  air  that  make  short 
vork  of  long  flights.  And  expressed  in  a  warm, 
>ersonal  service  greatiy  appreciated  by  the  people  we 
ly.  Even  the  Uttie  ones. 


Philippine 
Airlines 

SHINING  THROUGH 


6A-CA 


your  employees 
we've  got  them  surrounded. 


We  have  one  of  the  largest  PPO  and 
HMO  networks  in  the  state.  But  you  need 
to  know  there  are  doctors  and  hospitals  in 
each  empl(  )yee"s  neighborhood.  That's  why 
we  offer  companies  with  51  or  more  people 
a  free  accessibility  analysis.  You  determine 
the  accessibility  needs  of  your  group  and 
we'll  show  you,  with  maps  and  evaluation 
tables,  how  we  meet  those  needs.  To  find 
out  more  about  this  free  service,  call  your 
broker  or  a  Blue  Cross  Group  Sales  office. 
We  make  the  system  work  for  your 


C  A  L  I  F  0  R  N  I  A  C  A  R 

HEAL     TH       P  LANS 


BLUE  CROSS  CALIFORNIA 


i 


hen  two  donut 
makers  filed  workers 
comp  claims  after 
a  dnmken  brawl,  we 
fomid  a  lot  of  holes 
in  their  story. 

Sw  ^^^1 
0  State  Fund  investigated,  and  turned  over  enough 
evidence  to  the  local  district  attorney  to  convict  the 
Patterson*  brothers  of  fraud. 

And  that's  exactly  what  State  Fund  fraud  investigators      ' , 
are  trained  to  do.  We  have  the  largest  fraudnet  of  any  insurer 
in  the  state— a  total  of  more  than  100  men  and  women  in  our 
special  fraud  unit  and  21  district  offices. 

How  are  we  doing?  Ask  the  Patterson  brothers.  (They've  had 
about  90  days  to  sober  up. )  Or  better  yet,  give  us  a  call.  We'll  fill  you  STATE 

,11  111         rr  1  •     •  COMPENSATION 

in  on  our  many  successes.  And  then  we  11  tell  you  how  you  can  join  insurance 
us  in  the  fight.  FUND 

State  Fund: 
Attacking  Fraud  With  Conviction 
1-800-892-6000 

The  names  bare  heen  cbaniieil  In  jmileil  the  umlty 

6D-CA 
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SOCIAL  SECURITY:  WHICH  IS 
THE  SLIPPERY  SIOPE? 


As  you  pointed  out  in  "From  new 
deal  to  raw  deal"  (Economics,  Apr. 
5),  FICA  taxes  are  bringing  in  $1  billion 
l)er  week  in  excess  of  what  is  needed  to 
meet  current  benefits.  These  excess 
funds  are  being  lent  to  the  Treasury. 
When  the  time  comes  to  pay  our  chil- 
dren's Social  Security  benefits,  how  do 
you  suppose  the  government  will  raise 
the  money  to  pay  l)ack  the  loans?  They 
will  tax  our  grandchildren,  of  course. 

We  should  stop  collecting  this  excess 
and  reduce  PICA  taxes. 

Edgar  D.  Alderson 
Ballston  Spa,  N.Y. 

Your  graphs  show  that  we're  on  a 
slippery  slope  to  disaster  for  the 
current  work  force  unless  the  demo- 
graphics of  the  working  and  retired 
undergo  a  dramatic  change. 

Protecting  the  benefits  of  current 
higher  income  retirees,  therefore,  is  the 
cowardly  approach.  It  would  be  far  bet- 
ter to  reduce  benefits  for  all  but  the 
neediest  in  hopes  that  Social  Security 
taxes  can  be  cut  to  a  level  where  public 
support  is  possible. 

Richard  B.  Carey 
Bronxville,  N.Y. 

Your  article  will  help  perpetuate  the 
notion  that  future  retirees  would 
be  better  off  if  they  had  never  partici- 
pated in  Social  Security.  The  idea  is  non- 
sense. As  a  nation,  we  save  about  3%  of 
our  income.  It  is  ridiculous  to  assume 
that  most  people  would  have  socked  the 
money  in  a  safe  but  fast-growing  ac- 
count and  left  it  there  until  retirement. 

Another  erroneous  assumption  is  that 
employers,  had  they  not  been  made  to 
pay  the  matching  portion  of  FlCA,  would 
have  given  it  to  the  emj^loyee.  That  has 
as  much  validity  as  the  tooth  fairy. 

Social  Security  is  an  insurance  policy. 
It  should  not  be  compared  with  bank 
savings  accounts  or  equity  funds,  which 
are  intended  strictly  for  income.  It 
would  be  nice  if  we  could  have  a  system 
that  would  not  require  any  taxes  and 
that  would  allow  us  to  spend  all  our  in- 
come and  then  receive  enough  Social 


Security  to  live  in  comfort  the  rest  of 
our  lives.  Instead,  we  have  an  imper- 
fect system  that  is  better  than  the  alter- 
native of  everyone  for  themselves. 

Bruce  Rollier 
Assistant  Professor 
University  of  Baltimore 
Baltimore 

It  has  been  estimated  that  a  35-year- 
old  worker  with  average  earnings,  a 
nonworking  spouse,  and  two  children 
has  Social  Security  protection  equal  to  a 
life  insurance  policy  and  a  disability  in.su- 
rance  policy  each  worth  $184,000. 

Social  Security  is  a  pact  between  gen- 
erations. It  is  hard  to  imagine  any  other 
approach  that  could  possibly  work  so 
well.  When  younger  workers  learn  of 
its  total  benefits,  they  will  concur  that 
Social  Security  deserves  their  support. 

James  C.  Ritchey 
Mission  Viejo,  Calif. 

THE  TRADE  DEFICIT:  SERVICES  COULD 
MAKE  THE  DIFFEREHCE  

In  "This  economy  can  hanrlle  some  bad 
trade  news"  (Business  (Jutlook,  Apr. 
5),  you  say  that  the  U.  S.  trade  deficit 
may  worsen. 

Maybe.  The  overall  deficit  worsened 
in  1992,  but  by  not  that  much  when 
both  merchandise  (all  goods)  and  ser- 
vices are  taken  into  account.  The  Com- 
merce Dept.'s  private  services  surplus 
was  $59  billion  for  1992,  reducing  the 
merchandise  deficit  of  $96.3  billion  to 
$37  billion. 

The  private  services  surjilus  was  $52 
billion  in  1991  and  $43  billion  in  1990. 
Quite  a  growth  trend,  which  might  off- 
set any  rise  in  the  merchandise  deficit. 

Harry  L.  Freeman 
Chevy  Chase,  Md. 

THOUGHTS  OH  BIG  BLUE'S 
HEW  BOSS 


Regarding  "Faith  in  a  stranger"  (Cov- 
er Story,  Apr.  5),  I  find  it  hard  to 
believe  that  out  of  300,000  IBM  employ- 
ees, not  one  person  is  cjualified  to  handle 
the  CEO's  job.  Apparently,  the  board  de- 
cided on  Louis  Gerstner  because  in  addi- 
tion to  his  many  strengths  he  was  not 
"IBM  culture-bound."  If  the  board  had 
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DiscoverThe  Little  Nest. 


AEAL  seyt-sweirr  cMocoiATt 


SEMI  SWEET  MORSELS 


g  Nestle 


p'cy: 

iliiice 


f JMterffngeri 

AndYouVe  Found  The  Very  Best. 

iY2  nations  worldwide,  Nestle  means  niucti  Lool<  for  tlie  little  nest  on  the  back  of  great-  ^^2C^  P\  I  i 

ii  lhan  "iiltle  nest."  tasting  Nestle  brands  like  Stouffer's.  Contadina.  '^^^^^  V 

;iiids  for  an  unparalleled  commitment  to  Taster's  Choice  and  Carnation.  And  discover  a  (^^^^  U  VI 

|i  \  through  research  and  development.  126-year-old  tradition  of  quality  and  great  taste.       Makes  the  very  best. 


"How  Can  I 
Prepare  For 

Higher  Tax  Rates?" 


For  California  residents,  tockiy  s  Uixes  caii  chum  over  a  tliii'd  of 
everything  you  earn  -  including  investment  income.  Now  may 
be  the  time  to  consider  the  fiindiunental  adviintiige  of  tax-free 
investing.  And  Fidelity  has  created  an  entire  line  of  tax-free  kinds 
to  help  you  pay  less  tax  and  keep  more  of  what  you  earn. 

Choose  an  insured 
bond  ftind  for 
added  safety. 

Fidelity  California  Tax-Free 
Insured  Portfolio  is  designed  to  offer  high  current 
income  free  from  federal  and  stiite  income  tiixes.  The 
fund  seeks  to  reduce  credit 
risk  by  investing  primarily  in 
long-term  California  munic- 
ipiil  bonds  that  iire  insured 
to  guarantee  the  timely 
payment  of  principal  and 
interest.'  Yield,  share  price 
'cUid  return  will  vary.  (Mini- 
mum investment:  $2,500.) 


Fidelity  California  Tax- 


7.54°'" 

Tax-equivalent  Yield* 


4.63°- 

Current  Yield* 


Let  Fidelity  show  you  how  to  benefit 

from  tiLX-free  investing.  Call  for  a  free  fact  kit  wliich 
includes  a  prospectus  witli  more  complete  infonna- 
tion  including  management  fees  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money 

Visit  a  Fidelity  Investor  Center 
orCaU  24  Hours 

1-800-544-8888 


Fidelity 


Inuestmenis® 


2r 


9 1  R%  Q   AQ°/°     7   ^n"/"  BW/SCL7042693 
•  l\l    .v/it*/    and  f  abU    were  the  averaj^e  annual  returns 
for  1-year,  5-year,  and  life  of  fund  (coninieiicemenl  of  operation ')/lH/86)  penods  ended  12/31/92.  The  tax- 
eiinivalem  \ield  is  hased  on  the  Inchest  1 W3  comhined  effective  federal  and  state  income  tax  rate  of  38.S')%.  If 
Fidelitv  had  not  voluntarily  reimbursed  fund  expenses,  the  yield  and  ta\-ec|uivalent  \ield  would  have  heen  4.35% 
and  ~,0K"',,,  respectively,  and  total  returns  woidd  have  been  lower.  Kxpense  reinibursemenLs  may  be  revised  at 
any  time,  at  which  time  the  fund's  yield  and  reltirn  will  go  down.  Performance  figures  are  historical  and  you  may 
have  a  gain  or  loss  when  you  .sell  your  shares.  'The  portfolio's  shares  are  neither  guaranteed  or  insured.  .No 
guarantee  tan  be  made  as  to  an  insurer's  ability  to  meet  its  commitment.  Fidelity  Distributors  Corporation 


CORREQIOHS  &  CIARIHCATIOW 

Because  of  a  typographical  er 
American  Re  was  identified  as  Am 
ca  Re  in  "Insurers  scramble  to  spr 
the  risks"  (Finance,  Apr.  19).  A 
American  Re's  initial  public  offei 
came  four  months  after  its  acquisi 
by  Kohlberg  Kravis  Roberts  & 
The  IPO  thus  wasn't  intended  tc 
nance  the  purchase. 

In  "A  sportswear  house  with  ma 
league  dreams"  (The  Corporation,  l 
5),  Starter  Corp.  should  have  b 
called  an  official  licensee,  not  a  sj 
sor,  of  the  Atlanta  Olympics. 


investigated  IBM,  it  would  have  fou 
large  number  of  mavericks,  nonconf 
ists,  and  change  agents  who  long 
concluded  that  the  status  quo  was 
the  best  way  for  IBM. 

I  believe  it  unlikely  that  IBM's  pra 
of  promotion  from  within  is  at  the 
of  its  problems.  Most  senior  execu 
are  almost  equal  in  management  s 
Those  who  get  the  golden  ring  are 
Napoleon:  They  are  at  the  right  pla 
the  right  time.  Perhaps  America) 
dustry's  problem  is  not  so  much  lai 
qualified  CEO  timber  but  the  dec 
makers'  lack  of  capacity  to  recogni; 

Louis  A.  Prit< 
Hilton  Head  Island, 

A  SPLIT  PERSONALITY  COULD 
HELP  POCUS  IBM  

There  is  a  way  for  IBM  to  cut  ( 
and  renew  itself  at  the  same 
("From  mallomars  to  mainframes:  I 
perience  necessary?"  Commentary, 
5).  Companies  with  similar  prob 
have  split  themselves  into  the  "To 
company  and  the  "Tomorrow"  comf 
At  IBM,  the  "Today"  company  w 
be  the  core  business.  Its  managei 
would  be  charged  with  making  that 
ness  lean,  mean,  and  profitable  anc 
fending  it  against  competitors.  At 
same  time,  the  "Tomorrow"  com] 
would  be  inventing  new  businesses 
five  enough  to  put  every  existing 
business  out  of  business. 

IBM  will  not  make  it  by  splitting  : 
into  autonomous  units  just  to  1( 
costs.  IBM  will  make  it  if  it  tries  tc 
itself  out  of  business— immediately. 

Murray  Hillman,  Presi 
The  Strategy  Workshop 
New 


Letters  to  the  Editor  should  be  sent  to  Readers  F 
Business  Week,  1221  Avenue  of  the  Americas, 
York,  N  Y  10020.  Fax  (212)  512-4464.  All 
must  include  an  address  and  daytime  and  evenin 
phone  numbers.  We  reserve  the  right  to  edit  letti 
clarity  and  space. 
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Forum  of  Chief  Financial  Officers 


HRISTOPHER  STEFFEN 

Chief  Financial  Officer 
EASTMAN  KODAK 


ROBERT  AGATE 

Exec.  Vice  President  & 
Chief  Financial  OHicer 
COLGATE-PALMOLIVE 


JAMES  CURTIS 

Chairman 
MILLIMAN  &  ROBERTSON 


EUGENE  BEARD 

Exec.  Vice  President  of 
Finance  and  Qperations 
INTERPUBLIC  GROUP  OF 
COMPANIES 


Leading  The  Way  To  Value: 
CFO  As  Visionary  And  Strategist 


MAKING  SEN$E  OF  IT  ALL 


April  19,  20,  21,  22  on  your 
Public  Television  Station 


The  Nightly  Business  Report  is  produced  by  WPBT2/Miami 
in  association  with  Reuters. 

Nationally  underwritten  by  Digital  Equipment  Corporation;  A  G  Edwards,  Inc 
The  Franklin  Group  of  Funds  and  Public  Television  Stations  nationwide 


ARE  YOU  CUSTOMERIZED? 


1.  Do  you  have  as  many  customers  as  you  want? 

□  Yes    □  No 

Can  a  bottom  line  be  too  healthy?  Of  course 
not.  And  neither  can  a  growth-oriented  company 
have  too  many  customers.  They're  the  engine  that 
generates  revenue. 

2.  Are  your  customers  as  loyal  as  you  want? 

□  Yes    □  No 

It's  one  thing  to  gain  customers.  It's  another 
to  keep  them.  The  strength  of  your  business  depends 
largely  upon  your  ability  to  sustain  a  relationship 
with  customers. 

3.  Do  you  generate  as  much  business  from  each 
customer  as  you  want? 

□  Yes    □  No 

A  critical  component  of  business  growth  is 
increased  sales  content.  To  maximize  each  business 
opportunity,  you  need  a  way  to  leverage  your  entire 
organization— to  bring  it  totally  to  bear  at  the  point 
of  customer  contact. 

4.  Do  you  really  know  what  your  customers  want? 

□  Yes    □  No 

Are  you  alert  to  every  product  your  customers 
could  use?  Every  service  that  might  interest  them? 
Every  transaction  they're  prepared  to  make?  Every 
sale  they'd  allow  you  to  clinch?  Are  you  thoroughly 
tapped  into  your  market? 

5.  Does  your  entire  organization  know  what  your 
customers  want? 

□  Yes    □  No 

A  customer  orientation  has  limited  value  unless 
it's  embedded  in  the  very  fiber  of  an  enterprise— at 
all  levels,  and  at  every  place  that  directly  or  indirectly 
impacts  the  customer. 

6.  Is  your  information  strategy  focused  on 
helping  you  hear  what  customers  and  markets  are 
trying  to  tell  you? 

□  Yes    □  No 

The  next  best  thing  to  reading  your  customers' 
minds  is  listening  to  what  they're  saying.  But  unless 
you're  constantly  tuned  in  to  customers'  signals, 
you're  missing  messages  that  could  guide  you  to 
greater  results  for  your  business. 


7.  Can  your  organization  respond  quickly  to  wl 
customers  and  markets  are  telling  you? 

□  Yes    □  No 

When  the  flow  lines  of  your  information  syst 
are  not  within  your  customers'  reach,  you  won't 
always  sense  when  opportunity  knocks.  But  even  i 
you  do,  getting  the  message  is  not  enough.  If  you 
can't  reply  rapidly  to  market  cues  with  informatic 
products  and  services,  revenue  opportunities  are  1 

8.  Does  your  information  strategy  enable  you 
to  proactively  deliver  information  to  your 
customers? 

□  Yes    □  No 

Many  business  plans  underestimate  the  powe 
of  information  to  build  customer  relationships. 
But  imagine  the  advantage  of  an  information  tech 
nology  strategy  that  transforms  information  into 
customer-generating,  revenue-generating  fuel. 

9.  Are  the  fuH  capabilities  of  your  organizatioi 
accessible  to  your  customers  at  all  your  field 
locations? 

□  Yes    □  No 

An  office.  A  branch.  A  retail  site.  To  a  custoi 
that's  your  company.  One  small  part  of  the  whole 
Which  is  why  you  need  to  leverage  your  entire  or^ 
zation  by  extending  its  capabilities  to  each  point  o 
customer  contact. 

10.  Does  your  information  strategy  reflect  the 
bottom-line  importance  of  customer  service? 

□  Yes    □  No 

Business  is  built  on  customers.  Without  them 
there  is  no  bottom  line.  Government  is  also  built 
on  customers,  the  public.  And  whether  you're  in  t 
business  of  commerce  or  the  business  of  governm 
no  objective  of  an  information  strategy  is  more 
fundamental  than  enhanced  customer  service. 

The  Bottom  Line.  If  you  answered  No  to  an 
of  these  questions,  you  're  not  yet  customerized 
But  you  might  well  agree  that  this  simple  test 
suggests  the  enormous  advantages  of  becoming 
customerized.  And  as  the  leader  at  customerizt 
business  and  government.  Unisys  will  work  wi 
you  to  provide  the  answers  you  need. 


There's  a  word 
so  powerful  it  answers  all 
the  questions  on  this  test. 

Customerize. 


riiis  test  poses  tough  questions 
t>  customer  service.  So  does  tlie  real- 
<  business  environment.  That's  why 
h  •■.  is  introducing  an  answer  which 
ansform  your  customer  service  into 
petitive  advantage:  customerize. 
When  you  customerize,  you  put  the 
mer  at  the  heart  of  your  world, 
'  than  the  periphery.  By  embedding 
Tier  service  objectives  within  your 
nation  strategy,  Unisys  will  help  you 
d  the  full  capabilities  of  your  enter- 
to  the  points  of  customer  contact- 
oints  where  business  is  won  or  lost, 
help  enhance  your  ability  to  receive 
•nation  from  your  customers  and 
lunicate  information  to  them,  creat- 
n  information  flow  which  leads  to 

Inisys  Corporation 


bottom-line  results.  As  customer  service 
rises  to  a  higher  level,  so  will  your  ability  to 
make  new  customers,  build  your  relation- 
ships with  them,  and  generate  revenue. 

How  to  begin?  The  perfect  starting 
place  is  our  customerize™  assessment. 
Experienced  Unisys  business  consultants 
will  team  with  you  to  evaluate  the  infor- 
mation flow  between  you  and  your 
customers,  identify  any  barriers  to 
communication,  and  design  technology 
solutions  tied  to  achievable  business  goals. 
We'll  bring  a  standards-based,  vendor- 
independent  conunitment  to  the  assign- 

UNiSYS 

We  make  it  happen. 


ment.  And  we'll  apply  our  industry-leading 
expertise  at  ensuring  that  an  information 
strategy  pays  off,  not  merely  shows  off. 


CUS'tom'er-ize\  kus'-0-ma-rize'\  w 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  tor  a  growing 
roster  ot~  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SIRVICE,  COMPhTiriVt  (-DOE.  BUSINESS- 
CRITICAL  SOEirriONS.  REVENUE  GENERATION 


Call  US  at  1-800-874-8647,  ext.  17  Ask 
for  our  customerize  assessment  and  a 
complimentary  customerize  Information 
Kit.  And  ask  how  we  can  help  your  organi- 
zation earn  high  marks  in  an  increasingly 
customer-driven  era. 

CUSTOMERIZE  IS  a  Service  mark  of  Unisys  Corporation 


THE  DEATH  OF  MONEY:  HOW  THE  ELECTRONIC  ECONOMY  HAS  DESTABILIZED 
THE  WORLD'S  MARKETS  AND  CREATED  FINANCIAL  CHAOS 

By  Joel  Kurtzman  •  Simon  &  Schuster  •  256pp  •  $22  ' 

IS  MEGABYTE  FINANCE 
MEGATROUBLE? 


V 


'enture  into  the  block-long  cav- 
ern where  Merrill  Lynch  &  Co. 
trades  billions'  worth  of  bonds, 
and  you  are  likely  to  spot  a  shirt-sleeved 
PhD  staring  at  a  Sun  Microsystems  com- 
puter displaying  what  appears  to  be  a 
three-dimensional  map  of  the  Alps.  But 
that's  not  geography  on  the  screen. 
Those  colorful  {teaks  and  valleys  are  up- 
to-the-minute  graphic  representations  of 
Merrill's  holdings  of  various  financial  in- 
struments around  the  globe.  You've  just 
entered  the  high-tech  world  of  mega- 
byte megabucks. 

In  The  Death  of  Money, 
economist  .Joel  Kurtzman, 
who  was  recently  named 
executive  editor  of  Har- 
vard Business  Review, 
delves  into  the  fast-gi'ow- 
ing  milieu  of  electronic  fi- 
nance to  explore  one  of 
the  most  vexing  issues 
facing  central  bankers 
and  policymakers  today: 
the  emergence  of  a  vola- 
tile global  economy  seem- 
ingly beyond  the  control 
of  regulators. 

The  combination  of  fall- 
ing trade  barriers  and 
computerized  communica- 
tions now  enal)les  infor- 
mation, capital,  goods, 
and  jobs  to  flow  from 


swift  capital  flows  can  send  markets 
reeling  when  they  reverse  course.  When 
that  happens,  as  on  Wall  Street  in  1987, 
in  Tokyo's  stock  market  three  years  lat- 
er, and  in  the  near-collapse  of  the  Euro- 
pean currency  system  last  fall,  entire 
nations  shudder.  "How  can  there  be 
equilibrium  when  real  and  financial  econ- 
omies are  so  different  in  size?"  he  asks. 
"How  can  there  be  ecjuilibrium  if  money 
l)ecomes  transformed  from  something 
solid  and  substantial,  with  demonstrable 
equity  value  such  as  silver  or  gold,  into 
something  new,  strange,  and  ethereal?" 


m  Dun  D) 

MONEY 

market  to  market  with  frightening 
speed.  Mo.st  astonishing,  perhaps,  is  the 
new  flow  of  money.  As  financial  deregu- 
lation and  computer  technology  have 
converged,  trading  volume  in  the  for- 
eign exchange  market  has  surged  past 
$200  trillion  a  year— more  than  10  times 
the  entire  annual  output  of  the  industri- 
alized Western  nations. 

In  this  global  l)azaar,  no  one  even  is 
sure  what  comprises  money  anymore. 
In  Kurtzman's  view,  it  has  become  little 
more  than  trillions  of  computer-guided 
electronic  signals  shuttling  among  fragile 
networks  of  interlinked  terminals,  phone 
lines,  and  satellite  dishes  in  search  of 
the  choicest  trades  and  hottest  markets. 
The  same  folks  who  gave  us  the  con- 
venience of  the  automatic  teller  machine, 
he  asserts,  have  spawned  a  "speculative 
explosion"  that  threatens  to  destabilize 
the  world  economy. 

Kurtzman  notes  that  massive  and 


Great  questions.  If  only  Kurtzman 
had  come  up  with  meaty  answers  and 
recommendations.  Instead,  he  offers  a 
disappointing  mix  of  familiar  anecdotes 
about  Wall  Street  geniuses  running 
amok  and  whining  complaints  and  wild 
assertions  about  the  global  market. 

I  wish  he  had  supported  his  conten- 
tions that  volatility  in  the  "electronic 
economy"  adds  a  couple  of  percentage 
points  to  the  cost  of  doing  business  each 
year  or  that  fickle  portfolio  managers 
demanding  high  returns  have  forced 
General  Motors,  Ford,  and  IBM  "to  buy 
billions  of  dollars'  worth  of  their  own 
stock  to  keep  the  price  high  rather  than 
investing  that  money  in  new  research 
and  development."  And  can  "the  inte- 
gration of  the  world's  economy  into  a 
seamless  electronic  whole"  really  be  the 
cause,  as  Kurtzman  suggests,  of  right- 
wing  violence  in  Europe,  civil  unrest  in 
the  former  Soviet  Union,  and  the  war  in 


what  used  to  be  Yugoslavia?  This 
tionship  is  "no  mere  coincidence,"  Ki 
man  asserts.  But  how  can  the  rapid 
balization  of  trade  and  finance 
bringing  humanity  together  and  tea 
it  apart  at  the  same  time?  Somet 
just  doesn't  track. 

The  lack  of  footnotes  or  bibliogr; 
as  well  as  annoying  factual  errors 
detract  from  Kurtzman's  central  a 
ment.  The  Federal  Reserve,  for  insti 
isn't  where  banks  get  overnight  1 
to  bolster  their  reserves.  Banks  tl 
selves  lend  surplus  cash  to  thos 
need.  And  interest-rate  swaps,  per 
the  fastest-gi'owing  instruments  in 
world  money  market,  don't  involve 
stant  switching  between  short-  and  ' 
term  bonds."  Rather,  they're  sii 
mechanisms  that  allow  banks  and  c( 
rations  to  hedge  risks  by  exchan 
interest  payments  on  assets.  Swap 
use  them  to  make  fixed-rate  loans 
form  like  floaters  or  even  to  make  1 
drum  bank  certificat( 
deposit  move  like 
Standard  &  Poor's 
stock  index. 

As  Kurtzman  n* 
the  globalization  of  t 
and  finance  has  ere 
an  unforgiving  envi 
ment  that  frowns  on 
nomic  mismanage: 
and  coolly  allots  ca 
and  jobs  to  the  re^ 
delivering  the  highes 
turns.  But  that's  no 
Ijad.  Wouldn't  the  ir 
trial  world  be  far  w 
off,  for  example,  i: 
money  and  techno 
stayed  bottled  up  v 
Mexico,  China,  and  c 
fleveloping  nations  re 
impoverished  and  dangerously  unsti 
Kurtzman's  proposals  are  hardb 
alistic.  Yearning  for  the  days  wher 
U.  S.  ruled  the  world  economy,  he  w 
restore  fixed  exchange  rates  and 
the  dollar  to  oil,  gold,  or  other  com: 
ities.  He  would  make  the  Fed  1 
interest  rates  low,  curb  speculatio 
stocks,  even  impose  stiff  tariffs  to 
tect  autos,  steel,  and  computers. 

It's  hard  to  see  how  the  clock  c 
be  turned  back  in  this  fashion.  Tecl 
ogy  that  lowers  the  cost  of  rai; 
transmitting,  and  managing  capital 
make  industries  more  efficient  and 
efit  consumers  worldwide.  Perhaj 
would  be  better  to  focus  on  explo 
that  technology  rather  than  rail  a 
shortcomings  and  demand  a  retur 
a  more  placid  era. 

BY  WILLIAM  GLAS 
Senior  Writer'  Glaagall  rvports  on  inti 
tional  finance  and  economics. 
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Some  people  think 
a  Mercedes  S-Class 
is  nothing  more  than 

a  symbol  of  how 
much  you're  worth. 


As  heautiful  a,s  the  Mercedes  S-Class  on  the 


previous  page  is,  we're  even  prouder  of  the 


other  one  pictured  here.  That's  because  the 


Mercedes-Benz 


S-Class,  to 


the  force  of  a  30  mph  car-to-car  impact. 

What's  more,  in  an 
industry  where  air 


equipped  with  a  Supplemental 


System  that  goes  beyond  the  e 


Take  the  passenger  cabin.  Widely  con- 


sidered the  essential  nucleus  of  an  automo- 


bile's safety,  this  rigid  steel  reinforced 


cabin  is  designed  to  withstand  forces  from 


virtually  every  direction.  In  a  frontal  colli- 


sion for  e.xample,  crumple 


y\       zones  deform  progressively 


absorbing  much  of 


the  im|)act  energy.  In 


the  event  of  a  side  impact,  a  steel  reinforced 


floor  panel  and  doors  fitted  with  anti-intru- 


sion bars  help  protect  occujjants.  And  in 


a  rear  collision,  even  the 


They 
be  mo 


become  synonymous  with  safety,  every    j    It  also  includes  built-in  seat  squ 


Mercedes  is 


front  seats  within  the 


i 

cabin  of  an  S-Class  are 
designed  to  withstand 


^  Ililt'i-llllMiiHillllii-rtll 

t  jr  ilepicled  nn  Ihis  [)dj;e  is  nor  ihe  sdme  tdr  as  iin  thp  |»rf\iiius  pjKf  t  "Inr  has  been  altered  '  A.\1(  I  review  ivy 3  sjfety  features  stdiiddrd  nn  S-Class  versu 


■  under  the  seat  belt,  padded       ciate  its  safety  features.  We  do  it  for  >()u. 


and  Emergency  Tensioning 


in  fact,  because  tfie  required  30  inph 


full  frontal  crash  test  b(!ars  little  resem- 


blance to  most  real-life 


uldn't 
right. 


s  that  are  designed  to  remove    I    frontal  accidents,  Mercedes-Benz  de\ eloped 


slack  before  the  occupant  even 
)ving  forward. 


urse  It  s 


g  to  know 


an  additional  offset 


collision  test. 


Yet  despite  all  this, 
perhaps  one  of  the  S-Class's  greatest  safe- 


driver  avoid  an  accident.  An  independent 


multilink  rear  suspension,  along  with 


recirculating  ball  steering  and  antilock 


brakes  are  only  part  of  a  sophisticated 


system  that  together  give  the  driver  more 


precise  control  and  better  stability. 


It  seems  owning  a  Mercedes-Benz 


S-Class  is  not  so  much  a  barometer  of  your 


net  worth  as  it  is  your  self-worth. 


For  information  about  Mercedes-Benz, 


call  1-800-695-563A. 


have  to  crash  an  S-Class  to  appre-       ty  achievements  is  its  abilitv  to  help  the 


Jlemental  restraints.  Please  always  wear  your  seal  hell  '  1003  Men  edes  Ren/  nt  North  Amema.lnt  .  Mnntyale.  N  I  ,  Memher  iif  Ihe  Daimler  Ben/  (iroup 


Mercedes-Benz 


■conomic  Viewpoint 


WHY  THE  U.S.  NEEDS 
TO  NAIL  DOWN  NAfTA 


BY  RUDI  DORNBUSCH 


Whatever  its 
opponents  assert, 
the  trade  agreement 
will  create  more  jobs 
in  the  U.S.  than  in 
Mexico,  while 
providing  Mexicans 
with  employment 
and  access  to 
American  goods 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSETTS 
INSTITUTE  OF  TECHNOLOGY 


There  is  no  more  contentious  economic  is- 
sue in  the  U.  S.  today  than  the  North 
American  Free  Trade  Agreement  (NAF- 
TA I— free  trade  with  Mexico,  for  short.  Unfin- 
ished business  left  over  from  the  Bush  Admin- 
istration, NAFTA  has  ballooned  into  a  national 
debate.  There  is  a  lot  of  enthusiasm  from 
business,  quite  a  bit  of  sympathy  from  aca- 
demic free  traders,  and  passionate  opposition 
from  everyone  else.  Organized  labor  and  its  al- 
lies in  Congress  oppose  NAFTA,  as  does  a  coali- 
tion of  groups  with  preoccupations  ranging 
from  the  environment  to  child  abuse.  This 
front  includes  Jesse  Jackson  and  Ralph  Nader, 
and  if  they  weren't  enough  to  lead  the  cause, 
Ross  Perot  has  come  on  board  to  add  his  triv- 
ializing rhetoric. 

For  the  opposition.  NAFTA  represents  every- 
thing that  is  wrong  with  the  U.  S.  economy. 
With  concern  for  jobs  at  the  top  of  the  nation- 
al agenda,  the  very  idea  of  free  trade  seems 
shocking  to  them.  How  could  free  trade  with  a 
low-wage  country  mean  anything  but  a  mas- 
sive loss  of  jobs— Perot's  "great  sucking 
sound"— as  jobs  head  south? 

The  hysteria  over  nafta  and  its  alleged 
threat  to  U.  S.  jobs  is  absurd.  Compared  with 
our  S6  trillion  gross  domestic  product,  Mexico's 
S300  billion  GDP  is  very  small.  If  Mexico  had 
1%  of  the  success  in  taking  away  U.  S.  jobs 
that  NAFT.'\"s  opponents  predict,  it  would  ex- 
plode in  growth  and  burst  at  the  seams  with 
prosperity.  Fat  chance! 

All  the  hjT^e  notwithstanding,  NAFTA  mere- 
ly applies  the  finishing  touches  to  trade  rela- 
tions between  the  U.  S.  and  Mexico  that  are 
already  basically  open.  The  U.  S.  has  been 
open  to  competition  from  abroad  for  decades. 
There  is  nothing  new  in  having  to  compete 
with  the  rest  of  the  world,  low-wage  or  other- 
wise. Where  NAFTA  opens  trade  in  the  least 
competitive  industries,  a  transition  period  of 
up  to  12  years  softens  the  blow. 
OFFSHORE  BOUND.  NAFTA  foes  emphasize  the 
experience  of  the  maquila  industry,  which  has 
a  special  customs  regime.  In  this  rapidly  grow- 
ing industry.  U.  S.  companies  have  labor-in- 
tensive assembly  work  performed  by  low-wage 
Mexican  workers.  The  industry  is  now  Ex- 
hibit A  of  what  opponents  claim  will  become  a 
pattern.  But  note:  After  a  decade  of  rapid 
growth  of  this  industry,  Mexican  value  added 
in  these  plants  amounts  to  a  mere  S4  billion. 
It's  hard  to  see  how  Mexico  is  doing  us  in.  In 
fact,  if  the  assembly  work  were  not  done  in 
Mexico,  where  would  it  be  done?  It  is  entirely 
plausible  that  in  many  industries,  jobs  in  the 
north  would  disappear  because  the  entire  pro- 
duction process  would  move  oftshore. 

N.'\FTA  opponents  have  conjured  up  an  im- 


age of  dramatic  U.  S.  job  losses  and  lowi 
wages  as  Mexican  competitiveness  is  enha: 
by  exports  to  the  U.  S.,  plant  relocations, 
massive  investment  across  the  border  by  1 
companies.  But  the  past  few  years,  follo\ 
the  opening  of  the  Mexican  economy  ai 
semblance  of  prosperity  there,  suggest  a  ' 
different  picture.  In  the  past  seven  years, 
trade  balance  with  Mexico  has  improvec 
SIO  billion:  Now  we  run  a  surplus  that 
reached  $.5  billion  and  is  still  growing.  A 
billion  switch  in  U.  S.-Mexican  trade  in  fav( 
the  U.  S.  implies  a  net  gain  of  around  3.5( 
U.  S.  jobs.  If  anyone  had  kept  a  tally  of  { 
relocations  to  Mexico  (which  as  far  as  I  k 
they  have  not),  you  can  be  sure  that  the 
losses  from  those  relocations  fall  far  shoi 
this  immediate  and  tangible  job  gain. 

This  is  just  the  beginning.  Mexico  has 
even  started  investing  and  growing.  Ovei 
coming  decade,  Mexican  demand  for  1 
goods  is  certain  to  expand  at  healthy  rate 
their  economy  increasingly  takes  advan 
of  access  to  our  goods.  It  is  unfortune 
true  that,  just  as  it  is  too  small  to  ruir 
Mexico  is  not  big  enough  to  make  us 
But  in  the  meantime,  job  creation  runs  sqi 
ly  in  favor  of  the  U.  S.  no  matter  what  N.^M 
opponents  assert. 

GOOD  FOREIGN  POUCY.  NAFTA  is  good  ecol 
ically  for  both  U.  S.  labor  and  business, 
also  good  foreign  policy.  Prosperity  in  M€ 
will  help  assure  that  modernization  anc 
creased  political  access  will  take  place.  M 
over,  a  prosperous  Mexico  will  help  stem 
gration  and  spread  some  growth  to  Cei 
America,  where  the  U.  S.  economic  and  for 
policy  record  has  been  very  poor. 

If  NAFTA  is  scuttled,  all  that  and  more 
be  lost.  Mexican  reform  and  financial  stat 
will  collapse,  but  competition  won't  disapj 
With  even  lower  Mexican  wages,  it  will 
come  fiercer.  But  the  costs  go  much  fart 
NAFTA's  defeat  in  Congress  would  be  a  g 
setback  for  trade  policy  in  the  world  ecom 
The  General  Agreement  on  Tariffs  &  T 
would  be  the  next  target,  and  soon  the  < 
multilateral  trading  system  would  be  g 
The  U.  S.  is  a  prime  beneficiary  of  that 
tern,  whatever  its  flaws.  Jobs  would  be  los 
masse;  economically  and  politically  the  1 
would  be  on  record  as  having  lost  its  res 
and  ability  to  lead  the  world. 

.NAFT.A  is  an  obvious  plus.  The  Admini; 
tion  must  press  forward,  promptly  cone 
the  supplemental  agreements  on  the  envi 
ment  and  labor  issues,  and  urge  Congres 
pass  N.AFTA.  President  Clinton  must  sei 
strong  message  that  the  U.  S.  remains  con" 
ted  to  an  open  trading  system. 
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THE  KEY  TO  SUCCESS  IN 
AN  UNPREDICTABLE  MARKETPLACE 
AS  EXPRESSED  BY  THE  VENUS  FLYTRAP 


Business  !c)(ia\'  Is  lie  klc,  St-nin^  UxiaN's  cusloiiifis  iiuvins  ix-acilng  vvilh  speed  More  lhaii  t-ver, 
a  company's  sustenance  depends  on  seizing  opporuiniu  al  <i  moment's  notice.  Someiliing  dItlRiili 
to  do  when  xour  business  now  opt-iates  on  a  streamlined  stall,  olsten's  solution:  llexlhillty. 

With  the  ^^^^^^^^^^^^^^^^^^^H  system  your  comijany  can  think  and  acl  (lulckly. 
Respond  to  tiexelopments.  Initiate  c  hange.  How";'  By  using  an  Immediately  a\'allal)le,  customized  staff 
to  supplement  \'our  full-time  emplo\ees.  This  way  you're  able  to  snai)  up  ( )|  )portunlties  when  \'ou  see 
them.  To  expand  and  contra(  t  as  neetied.  To  grow  with  minimum  risk.  As  a  result  \<)ur  roinpany  Is 
contlnuousK  read\-,  can  adapt  more  eflkientK'.  aixl  always  maintains  a  competitive  edge. 

So  make  Olsten  Nour  partner  in  lle\ibilit\'.  We'll  talk  with  sou,  assess  your  needs,  and  then  design 
a  plan  that's  suited  to  \<)u.  Ask  about  the  Olsten  r'artnership  Program'""  services.  And  make  sure 
success  Is  alwa\'s  within  your  grasp 


CALL  1-800-225-8367 


Staffing  Services 


THE       WORKING        SOLL'  TION 


\ 


rhiie 
Joilars? 


]oss  the  ocean  as  well 
loss  the  street? 


iu  make  employees  three 
es  more  productive? 


What 


Can  the  right  application  of  technology 
help  bring  your  company  a  f  l<»od  of  new  business? 


BIS  Onti  hofiity  a*t  C«i»dl(  wnr  jro. 


lithout        M      Once  you're  ahead  of  the  (ompetition, 
JO  create  it?        do  you  have  what  it  takes  to  keep  the  lead? 

EDS  hilptJ  Swith't  u—wr  yt.  d.<r»«>»>«.^  ^.^  .^^,u,«.  ^o^^, 


^d  product  even  better  When  your  customers  buy  better  products, 
jat  the  same  time?      R  will  they  come  from  you? 


Jin  you  produce  award-winning  autos  il  When  your  customers  get  better  service, 
^^le  curbing  production  costs?         n  will  they  get  it  from  you? 


Can  you  shorten  manufacturing  time 
from  weeks  to  hours  yet  improve  quality? 


Itained  while 
ibillion  dollars? 


Can  better  technology  really  translate  into 
better  products  and  better  sales? 


jKts  get  to  market  faster, 
come  from  you? 


Can  you  help  customers  i 
by  spending  less  time  with 

IPS  MpW  ■■HiM<  tor  Iwld  mamm^m  fM^";* 


As  your  busii 
will  your  sei 


When  your  customers  need  help  with  product 
improvements,  will  they  come  to  you? 


EDS  Mp*d  P«f«Min  aanrar  yM. 


KDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation.  ©  1993  HDS. 


he  point? 


Over  the  past  year,  our  adver- 
tising contained  dozens  of 
different  examples  of  how 
we've  helped  our  customers 
help  their  customers.  Why? 

Because  we  believe  the  real 
measure  of  any  technology 
investment  is  whether  that 
investment  helped  accomplish 
real  business  goals. 

From  industry  to  industry 
we've  helped  companies  and 
organizations  create  income, 
save  time  and  money,  raise 
quality,  enhance  speed-to- 
market,  improve  customer 
service  and  more. 


your  customers 
II  »ves  farther  away? 


We  hope  you've  found 
these  success  stories  interest- 
ing. We  plan  to  bring  you 
more.  A  lot  more.  We  think  the 
more  you  know  about  how 
we've  helped  others,  the  more 
you'll  want  to  know  about  how 
we  can  help  you. 

Identifying  opportunities. 
Applying  technology.  Achiev- 
ing results.  That's  what  we'd 
like  to  talk  to  you  about.  If 
you'd  like  to  talk,  call  Peter  V 
Abene  at  (214)  490-2000, 
extension  164.  Or  write  EDS, 
7171  Forest  Lane,  M64,  Dallas, 
Texas  75230. 


Results  and 


EDS 
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BY  CHRISTOPHER  FARRELL 

A  CUT  IN  HEALTH  COSTS 
'WILL  MEAN  A  REAL 
SLOWDOWN  IN  HIRING' 


President  Clinton's  health-care  brain 
trusters  are  struggling  to  put  to- 
gether a  plan  to  reform  America's  med- 
ical system  over  the  next  couple  of 
months,  and  the  guessing  is  that  the 
politics  of  reform  will  get  nasty  as  drug 
companies,  doctors,  hospitals,  and  other 
groups  vie  to  rerlraw  the  blueprint  to 
their  advantage. 

The  near-term  economic  effect  won't 
be  pleasant,  either.  The  health-care  in- 
dustry has  been  an  engine  of  job  growth 
over  the  past  several  years.  Any  at- 
tempt to  rein  in  rising  health-care  co.sts, 
no  matter  how  beneficial  in  the  long 
run,  will  eventually  cut  into  jol)  growth. 
"Health-care  providers  are  trying  to  curb 


HEALTH  CARE  AS  AN 
ENGINE  OF  JOB  GROWTH 


A  THOUSANDS 


OAIA:  A  GARY  SHIUING  S  CO 


price  increases,  and  to  curl)  price  in- 
creases they  will  have  to  curb  costs, 
and  curbing  costs  will  mean  a  real  slow- 
down in  hirings,"  says  Tony  Riley,  re- 
search director  at  A.  Gary  Shilling  & 
Co.,  an  economics  consulting  firm  in 
Springfield,  N.  J.  Medical-services  infla- 
tion is  already  slowing,  with  prices  up  at 
a  6.0%  annual  rate  over  the  past  three 
months,  the  slowest  increase  since  1987. 

In  the  late  1980s,  14.2%  of  new  jobs 
created  were  in  health  .services.  More 
impressive  still,  during  the  recent  re- 
cession, the  industry  added  224,000  jobs 
even  as  the  rest  of  the  economy  shed 
nearly  two  million  jobs  (chart).  And  twth 
thirds  of  the  817,000  jobs  created  since 
the  economic  recovery  began  in  March, 
1991,  were  in  positions  for  orderlies, 
nurses,  lab  technicians,  and  other  health- 
care workers. 

But  this  job  surge  will  end  as  "the 


health-care  industry  restructures  in  an- 
ticipation of  lower  profit  margins,"  says 
Mark  Zandi,  economist  at  Regional  Fi- 
nancial Associates,  an  economics  con- 
sulting firm  based  in  West  Chester,  Pa. 
Already,  a  number  of  health-care  compa- , 
nies  such  as  Merck  &  Co.  have  an- 
nounced plans  to  cut  their  work  forces. 
And  slower  job  growth  in  the  health- 
care sector  will  put  downward  pressure 
on  both  consumer  incomes  and  the  pace 
of  economic  growth,  adds  Riley. 


JUST  HOW  HARD  DID 
THE  SUPERDOLLAR 
PINCH  U.S.  lACTORIES? 


In  the  1980s,  the  surging  dollar  inflict- 
ed a  surprising  amount  of  damage  on 
U.  S.  manufacturing  profits.  And  that 
means  U.  S.  companies  are  right  to  be 
worried  about  any  future  strengthening 
of  the  greenl)ack  against  other  curren- 
cies, especially  European  ones. 

Between  1980  and  1985,  the  inflation- 
adjusted  dollar  rose  by  about  40%,.  It 
then  fell  back  to  its  1980  level  by  1987, 
and  bounced  around  in  a  narrow  band 
through  1990.  At  its  peak  in  1984  to 
1986,  average  annual  manufacturing  prof- 
its were  $51.2  billion  lower  in  1987  dol- 
lars than  they  would  have  been  during 
the  three-year  period  had  the  dollar 
stayed  at  its  1980  level,  according  to  a 
recent  study  by  economist  Juann  H. 
Hung  published  by  the  Federal  Reserve 
Bank  of  New  York. 

Indeed,  the  high  dollar  in  the  first 
half  of  the  1980s  cut  manufacturing  prof- 
its by  an  average  of  $22.6  billion  annual- 
ly between  1981  and  1990,  or  10%  of 
total  manufacturing  profits.  And  when 
profits  are  pinched,  manufacturers  are 
likely  to  trim  employment— as  they  did 
in  the  1980s,  when  the  strong  dollar  and 
eroding  competitiveness  led  to  a  loss  of 
1  million  jobs.  It  wasn't  until  the 
decade's  end  that  manufactui'ing  profits 
began  showing  small  gains  from  a  cheap- 
er dollar,  says  Hung.  Luckily,  few  econ- 
omists expect  a  repeat  of  the  dollar's 
surge  in  the  first  half  of  the  1980s  in  the 
early  years  of  the  1990s.  And  the  dollar 
is  at  record  lows  against  the  yen. 


CLINTONOMICS  SIGNALS 
MORE  BAD  NEWS  FOR 
MR.  AND  MRS.  RETIREE 


For  years,  the  tax  system  has  penal- 
ized two-earner  couples  when  they 
get  married.  In  many  cases,  a  dual-ca- 
reer married  couple  ends  up  paying 
more  in  taxes  than  they  would  if  they 


were  unmarried  but  living  togeth 
Now,  if  President  Clinton's  proposal 
hike  taxes  on  Social  Security  payme 
is  passed  by  Congress,  married  ser 
citizens  who  enjoyed  independent 
reers  will  find  their  Social  Security  t 
efits  eaten  away  by  another  twist 
the  marriage  penalty. 

Clinton's  plan  for  slashing  the  bud 
deficit  includes  a  proposal  to  tax  up 
85%  of  Social  Security  benefits  for  ii 
viduals  with  incomes  and  benefits  o 
$25,000  and  $32,000  for  couples.  Th; 
up  fi'om  the  current  50%  rate,  makiuj 
much  more  likely  that  being  marr 
will  push  two  people  above  the  inco 
levels  that  make  their  Social  Sectu 
benefits  taxable. 

Take  the  example  of  two  people  o 
the  age  of  65,  each  receiving  $16,00( 
pension  and  investment  income,  p 
$9,000  apiece  in  Social  Security  be 
fits,  based  on  their  own  earnings.  If 
gle,  neither  would  pay  taxes  on  So 
Security  Ijenefits,  since  neither  had 
comes  above  $25,000.  But  together,  tl 
joint  income,  including  benefits,  wo 
exceed  $32,000,  and  about  $15,000 
their  Social  Security  benefits  would 
come  taxable.  And  their  tax  bill  co 
shoot  up  by  $2,500  or  so.  That's  a  6 
bigger  marriage  penalty  for  senior  ( 
zens  than  under  current  law. 

With  Michael  J.  Mm 


TAXES  TAKE  A  BIGGER 
BITE  OUT  OF 
CONSUMER  SPENDING 


To  boost  the  economy,  Presid' 
George  Bush  fiddled  with  withhold 
rates  to  give  taxpayers  a  bit  mi 
money  before  the  election  in  exchai 
for  smaller  refunds  after  the  electi 
As  a  consequence,  economists  had 
pected  consumer  spending  to  slow  do 
around  this  time.  What  is  taking  th 
l)y  surprise  is  how  big  the  impact 
consumer  spending  seems  to  be.  Re 
sales  fell  by  1%  in  March,  far  more  tl 
most  forecasters  anticipated  despite 
disruptions  from  that  month's  harsh  t 
zard.  Eciually  troul)ling,  the  Comme 
Dept.  revised  February's  reported 
tail-sales  increase  of  0.3%  to  -0.3%. 

Thus  far,  individual  tax  payments  ; 
i-unning  30%  higher  in  1993  than  in  IS 
and  individual  tax  refimds  are  down  ' 
according  to  Edward  S.  Hyman,  eco 
mist  at  International  Strategy  and 
vestment  Group  Inc.  Tax  payments  ; 
up  $10  billion  and  refunds  down  $3 
lion.  Hyman  also  believes  that  some 
come  shifting  into  1992  and  the  eco 
my's  recovery  contribute  to  the  bigt 
tax  bite. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


FHY  THE  BILL  AND  ALAN  SHOW 
;  HAVING  SUCH  A  LONG  RUN 


INFUTION 
SETTLES  DOWH 


IAN,  '93      FEB.  MAR. 

INTHLY  PERCENT  CHANGE 

MI*  UBOR  DEPT.,  BUSINESSWEEK 


Democratic  White  House  and  a  Republican  Feder- 
al Reserve  would  seem  to  be  a  recipe  for  acrimo- 
ny. For  now,  though.  President  Clinton  and  Fed 
irman  Alan  Greenspan  are  each  giving  the  other  the 
cy  he  wants.  Greenspan  gets  deficit  reduction,  and 
ton  gets  low  interest  rates. 

history  is  a  guide,  though,  the  inevitable  spoiler  of 
cozy  relationship  will  be  inflation.  As  the  business  cy- 
turns  up,  faster  inflation— and  the  need  for  tighter 
letary  policy  to  cool  it  off— cannot  be  far  behind.  This 
ern  would  seem  to  apply  especially  to  the  Greenspan 
,  which,  some  would  argue,  was  willing  to  sacrifice  a 
ublican  Administration  in  its  quest  for  price  stability. 

However,  the  March  price  in- 
dexes suggest  that  the  policy 
harmony  between  the  Fed  and 
the  Wliite  House  might  last  long- 
er than  in  past  expansions.  After 
posting  some  scary  numbers  in 
earlier  months,  consumer  and 
producer  prices  in  March  looked 
perfectly  gentle  (chart). 

But  it's  more  than  the  recent 
slowdown  in  the  price  indexes. 
What's  different  about  this  ex- 
ion  is  the  structural  forces  that  are  holding  back 
the  economy  and  inflation.  The  latest  data  on  retail 
although  weather-beaten,  show  that  consumer  buy- 
and  economic  growth  generally— is  not  strong  enough 
cnerate  demand-driven  price  pressures, 
or  the  longer  run,  businesses,  especially  service  com- 
ics, plan  to  make  substantial  outlays  in  new  equipment 
!)93.  Such  investments  are  a  result  of  corporate  re- 
el uring  that  will  boost  productivity  and  hold  down  unit 
)!■  costs,  thus  limiting  cost-driven  price  hikes. 

HE  BOND  The  worst  that  can  be  said  about  inflation 
lARKET  is  that  its  cyclical  decline  is  about  fin- 
REATHES  ished.  Because  of  the  early-year  strength, 
HSIER  consumer  inflation  in  1993  will  have  a 

>:h  time  breaking  below  last  year's  3%  mark.  But  for 
next  year  or  two,  the  forces  working  to  keep  inflation 
II  will  offset  the  ones  trying  to  lift  it  up. 
lost  recently,  the  March  numbers  put  the  kibosh  on  in- 
on  worries— especially  in  the  bond  market.  The  consu- 
•  i)rice  index  rose  a  scant  0.1%  last  month,  and  the 
liicer  price  index  increased  by  0.4%.  The  best  news, 
ever,  came  from  the  more  stable  core  indexes,  which 
liide  the  often  temporary  gyrations  in  energy  and 


MONEY  MISSES 
ITS  MARK 


food  prices  that  can  muddy  inflation's  underlying  trend. 

Both  the  core  CPI  and  the  core  PPI  edged  up  by  only 
0.1%  in  March.  The  core  PPI  had  jumped  0.3%  in  February 
after  a  0.4%  bounce  in  January,  and  the  core  CPI  had 
posted  0.5%  gains  in  both  months.  The  bond  market  wel- 
comed the  March  data  by  pushing  the  yield  on  30-year 
Treasuries  back  down  below  6.8%  on  Apr.  12,  after  the 
previous,  worrisome  reports  had  lifted  yields  above  7%. 

One  problem  with  last  quarter's  inflation  reports  was 
the  changing  seasonal  patterns  in  pricing.  For  example,  ap- 
parel retailers  are  introducing  new,  higher-priced  spring 
lines  so  increasingly  early  that  the  government's  season- 
al-adjustment process  cannot  keep  up.  The  CPI  for  clothing 
had  soared  1.5%  in  February,  contributing  to  the  month's 
huge  overall  gain,  but  it  dropped  0.5%  in  March. 

Such  adjustment  problems  ex- 
plain why  both  the  total  and  the 
core  CPis  have  posted  their  larg- 
est quarterly  increases  in  the 
first  quarter  for  three  consecu- 
tive years.  The  same  may  be 
true  for  1993.  Total  CPI  inflation 
in  the  first  quarter  was  running 
at  an  annual  rate  of  4%. 

Still,  inflation  is  under  control, 
with  notable  progress  in  some 
troublesome  areas.  The  CPI  for 
medical  care  rose  0.3%  in  March,  the  smallest  monthly 
gain  in  nine  years.  Annual  medical  inflation  is  down  to  6%, 
from  9.6%  in  February,  1991  (page  31).  Also,  tobacco  pric- 
es, up  10.7%  during  the  past  year,  have  added  some  0.2 
percentage  points  to  the  annual  CPI.  But  the  huge  price 
cuts  announced  by  Philip  Moms  Cos.  in  April  will  subtract 
measurably  from  the  CPI  in  coming  months. 

THE  FED  For  monetary  policy,  the  upshot  of 
MAY  COAST  March's  good  news  on  inflation  is  that 
THROUGH  the  Fed  may  not  have  to  hike  short-term 
1993  interest  rates  this  year.  At  the  same  time, 

the  economy  is  not  so  weak  that  it  demands  another  eas- 
ing of  policy.  So  as  long  as  this  happy  balance  exists. 
Fed-watching  this  year  is  likely  to  be  a  pretty  dull  affair. 

One  trend  that  does  merit  attention  is  the  slowdown  in 
the  growth  rate  of  the  money  supply  (chart).  The  broad 
M2  measure  has  dechned  for  three  months  in  a  row  and  is 
some  $50  billion  below  the  lower  boundary  of  the  Fed's 
2%-to-6%  growth  targets. 

The  Fed  believes  that  M2  is  distorted  by  deposit  shifts 
into  stock  and  bond  funds,  but  recently,  the  narrower 
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business  Outloo 


Ml  measure,  which  had  been  growing  strongly,  has  also 
slowed  shai'ply.  Nevertheless,  as  long  as  the  economy 
continues  to  improve,  the  Fed  will  disregard  the  sluggish- 
looking  M's  because  of  their  "unusual  and  unpredictable 
distortions,"  as  Chairman  Greenspan  recently  put  it. 

SHOPPERS  One  ace  up  the  Fed's  sleeve,  as  it  tries  to 
STAY  HOME  win  the  high-stakes  inflation  game,  is  this 
ONCE  subpar  expansion,  which  is  preventing 

AGAIN  bottlenecks  that  can  push  up  prices.  With 

demand  growing  modestly,  businesses  that  lift  prices  risk 
losing  customers  to  companies  that  resist  markups. 

Consumers  in  particular  took  a  breather  last  quarter, 
but  the  East  Coast  blizzard  in  March  made  the  spending 
slowdown  look  worse  than  it  really  was.  Retail  sales  fell 
1%  in  March  after  sliding  a  revised  0.3%  in  February. 
Most  retailers  suffered  losses  in  March,  underscoring  the 
snowstoiTii's  broad  impact  (chart).  Indeed,  the  retail  work- 
week in  March  posted  the  largest  drop  in  10  years. 

In  the  first  quarter,  real  re- 
tail sales  fell  at  an  annual  rate  of 
about  2%.  That's  not  so  alarming 
following  the  fourth-quarter  gain 
of  11.2%,  the  largest  since  1986. 
Consumer  spending  on  all  goods 
and  services— about  two-thirds 
of  real  gross  domestic  product— 
probably  won't  look  as  bad,  be- 
cause of  increased  demand  for 
electricity  and  heating  fuels  this 
winter.  Still,  the  slowdown  in 
consumer  buying  could  push  the  growth  of  first-quarter 
real  GDP  down  to  around  2%. 

Second-quarter  retail  buying  is  off  to  a  decent  start, 
however,  according  to  the  Johnson  Redbook  Report.  It 
shows  that  store  sales  in  the  first  week  of  April  are  up  a 
seasonally  adjusted  5.6%  from  March.  Better  weather 
and  an  early  Easter  gave  sales  a  lift,  the  report  said. 


MARCH'S  BLIZZARD 
FROZE  RETAIL  SALES 
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MORE  CASH  FOR 
CAPITAL  SPENDINC 


The  economy  also  will  get  some  support  from  capii 
spending,  according  to  the  Commerce  Dept.'s  report 
plans  for  1993.  Businesses  expect  to  raise  their  investme 
in  new  plants  and  equipment  by  6.6%  this  year,  followi 
a  3.3%  increase  in  1992.  These  plans  are  up  from  t 
5.3%  rise  projected  in  the  previous  survey. 

Uncertainty  over  President  Clinton's  proposed  inve 
ment  tax  credit— or  its  death— may  mean  some  dow 
ward  revisions  to  plans  later  this  year.  However,  the 
cutbacks  should  be  small,  because  the  impact  of  the  01 
ton  proposal  is  not  as  broad  as  that  of  past  iTCs. 

Besides,  more  than  just  a 
whiff  of  tax  benefits  is  driving 
capital  spending.  Companies  also 
are  investing  more  in  order  to 
raise  efficiency.  That's  especially 
true  for  commercial  and  other 
services,  such  as  finance  and 
communications,  which  need  to 
boost  their  workers'  output  per 
hour  in  order  to  slow  unit  labor 
costs— a  key  detenninant  of  infla- 
tion. To  that  end,  these  indus- 
tries plan  to  spend  7.7%  more  on  capital  projects  in  19! 
on  top  of  last  year's  9%  increase  (chart). 

Manufacturers  will  also  spend  more,  with  an  advance 
5.4%  planned,  after  two  straight  years  of  budget  cuts.  . 
in  1992,  most  of  the  spending  by  all  industries  will  go  i 
equipment,  especially  computers,  rather  than  for  n( 
plants.  That  mix  supports  the  notion  that  the  desire  1 
better  productivity  and  lower  unit  labor  costs  is  t 
prime  motive  behind  new  outlays. 

The  result  could  be  a  long-term  reduction  in  price  pri 
sures  that  will  help  to  prolong  the  conciliatory  arranj 
ment  between  Greenspan  and  Clinton.  And  as  long 
those  pressures  are  absent  from  the  outlook,  the  F 
can  continue  to  appease  the  White  House  without  tarnii 
ing  its  credibility  as  an  inflation  fighter. 
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THE  WEEK  AHEAD 


HOUSING  STARTS 


Tuesday,  Apr.  20,  8:30  a.m. 
Housing  starts  probably  fell  to  an  annu- 
al rate  of  1.19  million  in  March,  from 
1.21  million  in  February,  according  to 
the  median  forecast  of  economists  sur- 
veyed by  MMS  International,  a  division  of 
McGraw-Hill  Inc.  The  blizzard  in  mid- 
March,  however,  along  v/ith  the  steep 
decline  in  the  number  of  construction 
workers  for  the  month,  suggests  that 
the  drop  could  be  much  greatei'.  In  fact, 
because  of  weather  problems  during 
most  of  the  first  quarter,  homebuilding 
was  likely  a  big  drag  on  the  winter's 
economic  growth.  A  renewal  of  the  bond 
rally,  which  is  pushing  long-term  rates 
lower,  and  stronger  job  and  income 


growth  means  that  home  buying  should 
rebound  in  the  spring. 

FEDERAL  BUDGET  

Wednesday,  Apr.  21,  2  p.  m. 
The  federal  government  will  probably 
report  a  deficit  of  $40  billion  for  March, 
down  from  the  $50.7  billion  recorded  in 
March,  1992.  Tax  payments  are  running 
higher  than  last  year,  in  part  because  of 
better  corporate  profits  and  because 
mortgage  refinancings  have  cut  home- 
owners' interest  deductions.  Stronger 
tax  receipts  suggest  that  the  federal 
deficit  for  all  of  fiscal  1993  may  come  in 
below  the  Administration's  pi-ojection  of 
about  $3-30  billion,  which  includes  Clin- 
ton's pi'oposed  stimulus  package.  The 
1992  deficit  hit  a  record  $290.2  billion. 


DURABLE  GOODS  ORDERS  

Friday,  Apr.  23,  8:30  (um. 
The  MMS  economists  project  that  n( 
orders  taken  by  durable-goods  manuf 
turers  were  probably  flat  in  March.  T 
National  Association  of  Purchasing  M; 
agement  has  already  reported  that 
own  index  of  orders  was  little  chang 
in  March.  Falling  demand  for  aircr; 
likely  offset  gains  elsewhere.  New  ( 
ders  fell  2.3%  in  January  and  then 
creased  2.4%  in  February.  The  weatli 
likely  held  back  shipments  in  March,  ; 
suiting  in  a  small  gain  in  the  backl 
of  unfilled  ordei's.  If  so,  that  would 
the  fourth  consecutive  rise  in  unfill 
orders.  The  backlog  had  fallen  for  mc 
than  a  year  before  that. 


24  BUSINESS  WEEK/APRIL  26,  1993 


Many  of  Rockwell's  most  successful  launches 
have  nothing  to  do  with  space. 


Rockwell  builds  and  delivers  sunroofs  to  order 
in  just  over  two  hours,  instead  of  two  weeks. 


Rockwell  battles  highway  congestion 
by  converting  defense  electronics  technology. 


Goss  presses  from  Rockwell  fill 
newspapers  worldwide  with  more  local  colon 

Rockwell  is  known  for  building  Space 
Shuttles  and  powering  them  into  orbit. 
But  we  also  launch  new  applications  of 
technology  New  manufacturing  processes. 
New  ways  to  manage.  And  new  responses 
to  our  customers'  needs. 

We've  leveraged  our  automotive  and 
industrial  automation  know-how  to  build 
and  deliver  aerodynamic  sunroof  systems 
just  in  time— responding  in  136  minutes 
instead  of  two  weeks. 

We've  converted  our  defense  electronics 
technology  to  create  smart  highways  for 
safer  and  more  efficient  travel. 

We've  designed  and  built  printing 


Rockwell  process  improvements  save  NASA  over 
20%  on  Space  Shuttle  operations  and  main  engines. 

presses  that  integrate  our  electronics  and 
graphic  systems  expertise.  Giving  news- 
papers a  competitive  edge  through  greater 
operating  efficiency  and  flexibility  in  the 
use  and  placement  of  high-quality  color 

And  we've  employed  Continuous 
Process  Improvement  practices  to  save 
NASA  millions  of  dollars  on  Space  Shuttle 
operations  and  main  engines. 

In  Electronics,  Aerospace,  Automotive 
and  Graphics,  Rockwell  people  are  driven 
by  a  restless  dissatisfaction  with  the 
status  quo.  Continually  launching  innova- 
tive answers  for  our  customers  in  each  of 
the  markets  we  lead. 


Rockwell  International 
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READY10 
SOAR  AGAIN? 


If  you're  on  a  plane  right  now,  look 
around.  Does  something  seem  differ- 
ent? Maybe  the  snack  is  better,  or 
your  seat  is  more  comfortable.  You  left 
the  gate  on  time,  perhaps,  and  there 
wasn't  so  much  turbulence.  Or  those 
flight  attendants  just  seem  less  surly 
than  usual. 

0.  K.,  maybe  you  don't  notice  a  thing. 
But  there's  plenty  changing  in  the  air 
business.  After  four  years  of  mostly 
self-inflicted  carnage,  things  are  getting 


better.  The  nation's  carri- 
ers are  on  the  verge  of  turning  a  profit. 

Wall  Street  got  its  first  hint  of  the 
changing  tide  in  early  April,  when  a 
round  of  cost-cutting  and  better-than-ex- 
pected  first-quarter  traffic  sparked  air- 
line stocks  (chart).  Then,  on  Apr.  7,  Unit- 
ed Airlines  Inc.  announced  it  would  slash 
spending  by  $5.5  billion  and  cancel  an 
order  for  49  new  Boeing  jets  intended 
for  its  fleet.  United's  stock  shot  up  $10, 
or  8%',  soon  followed  by  that  of  Ameri- 


can Airlines  Inc.  parent  i 
Corp.  Airlines,  it  seemed,  were  back 
Funny  timing:  Just  as  President  C 
ton  concludes  that  the  industry  neec 
commission  to  fix  its  problems,  Ic 
bearish  airline  investors  sprout  bul 
horns.  And  with  good  reason:  The  i 
nomic  rebound,  which  is  fueling  tra 
will  boost  cyclical  revenues.  More  im] 
tant,  Wall  Street  believes  that  $8  bil 
in  losses  over  three  years  have  fin 
jarred  the  airlines  awake.   In  rec 


26  BUSINESS  WEEK/APRIL  26,  1993 


THE  MARKET  BETS 
ON  THE  AIRLINES 
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lli.s,  the  Big  Three— United,  Delta, 
American — have  pushed  up  fares 
'  slashing  costs  and  cutting  fleets  to 
s  capacity  in  line  with  demand, 
ith  such  evidence  in  hand,  investors 
betting  that  airline  profits  are  no 
i  r  a  pipe  dream.  "They're  right," 
Ed  Greenslet,  publisher  of  Airline 
itor,  a  newsletter  that  tracks  the 
stry.  "Results  will  get  a  lot  better — 


not  necessarily  in  the  next  quarter,  but 
by   next  year — and  dramatically  so." 

Just  as  dramatic,  perhaps,  is  the  in- 
dustry's year-long  self-improvement 
course.  Some  9,400  employees  have  been 
laid  off,  and  more  will  follow.  Mean- 
while, carriers,  borrowing  a  page  from 
manufacturers,   are   aggressively  out- 
sourcing such  vital  jobs  as  plane 
maintenance.  United  Chair- 
man Stephen  M.  Wolf  has 
warned  employees  he's  con- 
sidering measures  "we've 
never  dreamed  of  before  to  re- 
duce our  costs." 
GROUND  FOG.  Most  essential,  carri- 
ers are  dealing  with  the  need  to  cut 
capacity  (chart).  Over  the  past  few  years 
the  airlines  have  had  to  resort  to  fare- 
slashing  to  keep  their  burgeoning  fleets 
full.  But  in  recent  months,  the  four  big- 
gest airlines  have  taken  major  action  to 
pare  their  fleets,  announcing  plans  to 
ground  50  planes  and  to  cancel  or  defer 
orders  or  options  for  another  500  or  so 
aircraft.  Analysts  figure  the  moves 
should  allow  capacity  and  demand  to  bal- 
ance out  by  next  year.  Merrill  Lynch  & 
Co.  analyst  Candace  Browning  predicts 
industry  losses  will  fall  to  $600  million 
this  year,  then  profits  will  jump  to  $1.5 
billion  by  1995. 

Nobody's  shutting  down  the  Nation- 
al Commission  to  Ensure  a  Strong, 
Competitive  Airline  Industry — for- 
malized by  Clinton  on  Apr.  7  but  not 
yet  appointed.  That's  because  the 
long-term   outlook   is  hazy. 
"Airlines  have  not  as  a 
group  learned  how  to  do 
business  in  a  way  that 
%    makes  sense  from  a  cus- 
tomer standpoint  and 
,    from  a  cost  standpoint," 
says  John  W.  Nelson,  ex- 
ecutive  vice-president  for 
marketing  at  Continental 
Airlines  Inc. 

Indeed,     even  if 
wages  are  cut,  pro- 
ductivity  at  the  big 
;  carriers    is  weak 
i  compared  with  that 
J  of  industry  success 
story  Southwest  Air- 
lines  Co.  Bankruptcies, 
"      which  some  airlines  contend 
distort  industry  pricing,  haven't 
gone  away.  Business  travelers  are 
turned  off  by  discrepancies  in  fares.  For 
those  and  other  reasons,  the  cry  for  re- 
regulation  of  the  industry  grows  louder, 
prompting  some  airlines  to  wonder  if 
their  appeals  could  lead  to  measures 
that  only  create  new  problems.  Frets 
one  top  executive:  "I  hope  they  under- 
stand the  term  'limited  action.'  " 
Most  of  the  old  problems,  meanwhile. 


\ 
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haven't  been  solved.  At  the  top  of  the 
list  is  productivity.  Layoffs  and  wage 
cuts  may  trim  labor  costs  for  now,  but 
the  amount  of  work  employees  contrib- 
ute must  increase — and  productivity 
isn't  something  the  commission  can  fix. 
Alfred  Kahn,  commissioner  of  the  Civil 
Aeronautics  Board  when  the  industry 
deregulated  in  1978,  says  there's  no 
harm  in  asking  whether  the  government 
might  help  airlines,  "but  I  do  not  include 
bailing  them  out  or  supporting  average 
$109,000  salaries  for  pilots  who  fly  12 
hours  a  week." 

Airlines  must  rethink  the  hub-and- 
spoke  system,  too.  During  the  1980s,  air- 
lines rushed  to  build  giant  hubs,  airports 
in  cities  where  passengers  were  gath- 
ered from  outlying  "spokes"  and  flown 

Carriers  may 
concentrate  their 
efforts  in  the 
fast-growing 
international 
arena 

on  to  final  destinations.  The  concept  was 
good.  But  wild  proliferation  of  hubs,  es- 
pecially in  such  secondai-y  cities  as  Ra- 
leigh-Durham, N.  C,  turned  many  into 
financial  sinkholes.  Now,  several  major 
carriers  have  begun  backing  off — most 
recently  American,  which  on  Apr.  7  said 
it  would  cut  407'  of  its  operations  in  San 
Jose,  Calif.  Kenneth  P.  Quinn,  former 
Federal  Aviation  Administration  general 
counsel  and  now  an  industry  consultant, 
says  of  30  existing  hubs:  "Half  a  dozen 
could  wash  out  of  the  system." 
NICHE  GUYS.  Fewer  hubs,  together  with 
other  changes,  are  opening  the  door  to 
what  the  Big  Three  and  other  ailing  car- 
riers, such  as  highly  leveraged  North- 
west Airlines  Inc.,  fear  most:  new  en- 
trants. "You're  seeing  a  resurgence  of 
competition  in  the  industry,"  says  South- 
west's  CEO,  Herbert  D.  Kelleher.  As  big 
carriers  withdraw  from  unprofitable 
markets,  new  niche  players— including 
Reno  Air,  Kiwi  International,  and  Morris 
Air — move  in,  offering  cheaper  fares  be- 
cause their  costs  ai'e  low. 

In  the  past,  bigger  carriers  could 
chase  new  entrants  off  by  flexing  their 
muscles,  offering  cheaper  fares  and 
many  flights  on  routes  where  upstarts 
dared  intrude.  But  the  federal  govern- 
ment appears  to  have  nixed  that  strate- 
gy. In  March,  Transportation  Secretary 
Federico  F.  Peha  pressured  Northwest 
to  back  off  from  what  he  regarded  as  a 
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WHILE  TOYOTA 
lOSES  ITS  HOLD... 


It  may  have  goofed  by  hiking  the  quality — and  price — of  its  U.  S.  mod 


scheme  to  squeeze  tiny  Reno  Air  on  its 
routes. 

Pena's  action  has  the  industry  won- 
dering just  iiow  proactive  the  new  com- 
mission might  become.  Some  items  on 
the  airHnes'  wishlist  are  predictable:  Car- 
riers want  the  107'  federal  ticket  tax 
rolled  back  to  87,  for  example.  But  the 
commission  also  must  grapple  with  the 
disparate,  contradictory  cries  of  the  car- 
riers, travel  agents,  and  consumers. 

With  so  many  constituencies  pulling  in 
different  directions,  the  commission  may 
well  opt  for  the  path  of  least  resistance. 
Asking  Congress  for  tax  relief  is  one 
obvious  solution.  Other,  less  controver- 
sial recommendations  could  include  ad- 
vocating the  release  of  the  $7  billion  Avi- 
ation Trust  Fund  to  finance  much- 
needed  airport  expansion  and  urging  the 
Clinton  Administration  to  push  harder 
for  U.  S.  airlines  to  gain  access  to  over- 
seas markets. 

FLUSHER  TIMES?  But  ultimately,  the  in- 
dustry must  survive  on  its  own  strength. 
More  and  more,  carriers  are  behaving  as 
if  they  can  do  just  that.  True,  this  indus- 
try enjoys  a  rich  history  of  inopportune 
fare  wars  and  of  throttling  capacity  as 
soon  as  business  cycles  turn  up.  Now, 
though,  "airlines  are  beginning  to  show 
some  signs  of  discipline  in  pricing,"  says 
Lee  Howard,  president  of  Airline  Eco- 
nomics Inc.  (chart,  page  27).  Such  disci- 
pline could  pay  off  handsomely  as  the 
economy  continues  to  improve.  Econo- 
mists note  that  real  income  in  the  U.  S. 
has  been  flat  for  the  past  four  years, 
and  some  argue  that  when  wages  finally 
move  up,  a  wave  of  demand  for  leisure 
travel  could  be  unleashed. 

But  it's  in  the  faster-growing,  interna- 
tional arena  that  carriers  will  concen- 
trate many  of  their  efforts.  U.  S.  airlines 
are  courting  their  rivals  in  the  Far  East, 
hoping  to  build  the  kinds  of  alliances 
that  have  turned  British  Airways  PLC 
into  an  international  powerhouse.  Boast- 
ing operating  costs  less  than  half  those 
of  many  foreign  rivals,  U.  S.  carriers 
stand  to  win  big  if  the  Clinton  Adminis- 
tration can  overturn  barriers  to  entry  in 
Europe  and  Asia. 

So,  it  is  with  qualified  optimism  that 
U.  S.  airlines  head  into  the  future.  Very 
qualified,  perhaps.  "I  think  it's  way  pre- 
mature to  express  any  real  significant 
optimism  about  financial  results  going 
forward,"  says  Donald  J.  Carty,  execu- 
tive vice-president  of  American  Airlines. 
But  give  the  industry  time.  It's  still 
working  out  the  travails  of  deregulated 
competition.  Ultimately,  many  bet,  the 
carriers  will  learn  how  to  make  money — 
even  as  they  serve  consumers. 

By  Keimi  Kelly  in  Chicago,  with  Wendy 
Zellner  in  Dallas,  and  Andrea  Roth  man 
and  Michael  Mandel  in  New  York 


New  Jersey  property  developer 
Mitchell  Heisler  and  his  wife,  Pa- 
tricia Berry,  an  editor,  are  shop- 
ping to  replace  their  aging  Mazda  626, 
and  they're  leaning  toward  one  of 
Chrysler  Corp.'s  sleek  new  LH  sedans. 
For  the  moment,  they're  not  even  consid- 
ering a  Japanese  model,  making  this  the 
second  year  in  a  row  that  the  once-loyal 
import  buyers  have  ignored  Japanese 
cars.  Last  year,  they  traded  their  Toyota 
Corolla  for  a  $17,000  Ford  Taurus  wag- 


on— largely  because  the  Ford  cost  some 
$;J,000  less  than  the  Toyota  Camry  they 
were  also  considering.  The  Toyota  dealer 
lost  them  when  he  wouldn't  haggle  over 
price.  "They  basically  threw  me  out," 
recalls  Heisler. 

The  surprising  moral  of  the  tale:  Japa- 
nese auto  makers  are  continuing  to  take 
a  whomping  in  the  U.  S.  market.  In  this 
year's  first  quarter,  Japan's  share  of  the 
U.  S.  car  and  light-truck  market  fell  2.5 
points,  to  227' — down  from  a  peak  of 
25.87  in  1991.  The  big  change  this  time 
around:  Things  have  gotten  so  bad  that 
even  mighty  Toyota  Motor  Corp.,  which 
pulled  off  a  modest  sales  gain  last  year, 
is  suffering.  The  U.  S.  sales  of  Japan's 
No.  1  auto  maker  sank  8.37-  in  the  first 
quarter,  to  230,992  cars  and  trucks. 
Sales  in  the  first  part  of  April  were 
stronger,  but  the  trend  seems  clear. 
"Even  the  most  invincible  of  the  Japa- 
nese is  now  at  risk,  given  the  market 
dynamics  that  now  favor  the  domestic 


manufacturers,"  says  Christopher 
Cedergren,  senior  vice-president  at  r 
ket  researcher  AutoPacific  Group  In 
What  happened?  Toyota  is  caught 
tween  U.  S.  consumers  demanding  rr 
for  their  money  and  a  need  to  b( 
sagging  profits.  Under  pressure  fi 
the  strong  yen,  slumping  profits 
home,  and  a  Japanese  government  1 
wants  to  reduce  trade  friction,  Toyo 
prices  may  just  be  getting  too  high.  P. 
lysts  figure  that  Japanese  ears  now  ( 


$2,500  more  than  their  U.  S.  coun 
parts,  on  average — and  Toyota's  mo( 
cost  more  than  most. 

Of  course,  Toyota  isn't  the  only  Js 
nese  carmaker  facing  this  dilemma, 
all,  Japanese  sales  were  down  67-  in 
first  quarter.  Honda  Motor  Co.'s  s; 
fell  187,  largely  because  of  flagg 
sales  of  the  aging  Accord,  which 
fallen  behind  Toyota's  Camry  and  Foi 
Taurus.  Honda  raised  sticker  prices 
average  of  1.17,  or  about  $200  a  ( 
this  month,  anyway — on  top  of  a  sim 
hike  in  February.  Nis.san,  Mitsubi 
and  Isuzu  racked  up  surprising  gain 
but  apparently  not  enough  to  keep 
execs  in  Japan  happy.  On  Apr.  12,  Thi 
as  D.  Mignanelli  abruptly  resigned 
president  and  chief  executive  of  Nis 
Motor  Corp.'s  U.  S.  sales  operation  (p; 
30).  Now,  officials  in  Tokyo  ad 
they're  considering  laying  off  107  of 
operation's  employees. 

Still,  Toyota's  troubles  are  the  m 
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risirifi;  because  its  miscues  an*  so 

'I'oyota  is  suffering  partly  because 
IS  shifted  its  cars  dramatically  up- 
•  in  size,  price,  and  (luality.  The 
ry,  redesigned  for  1992,  now  starts 
5,;^0S,  up  more  than  $3,000  from  the 

model.  And  the  new  version  of  the 
11a,  launched  last  fall,  has  a  base 
er  of  $11,198,  vs.  less  than  $10,000 
he  1992  model.  Even  Lexus,  Toyo- 
luxury-car  division,  is  off  14'/'  so  far 
year,  after  a  30%  gain  in  1992. 

MUCH  QUALITY.'  Part  of  the  prob- 
is  that  Toyota's  new  models  may 
ly  be  overengineered.  The  compact 
11a,  for  example,  uses  sophisticated 
dproofing  technology  derived  from 
IS,  such  as  costly  panels  of  asphalt 
wiched  in  steel  to  damp  vibration. 
1  now  on,  admits  Takayasu  Honda, 

engineer  of  the  Corolla:  "We  have 
lild  a  value-for-the-money  car  at  a 
able  price."  Adds  Toyota  dealer  Jon 
aster  of  Jon  Lancaster  Inc.  in  Madi- 


far  from  Toyota's  only  problem, 
top  sellers  are  also  slumping. 

5  USSOCIArtS,  BUSINESS  WEEK 


CAMRY  Prices  up;  ford  and 
Chrysler  making  gains 


Wis.:  "They've  built  too  much  quali- 
ito  the  cars,  and  the  public's  not 
ig  to  pay  for  it." 

ith  prices  so  high,  some  dealers  say 
re  hurting  badly.  "Dealers  have 
;o  reduce  their  margins  so  that  peo- 
an  afford  to  buy,"  says  David  Wil- 
who  owns  two  Toyota  and  two 
iS  dealerships  in  Southern  Califor- 
"It  has  caused  a  severe  decline  in 
!r  profitability,  and  that's  ultimately 
J  to  hurt  Toyota." 
11,  no  one's  counting  Toyota  out  for 
"In  two  or  three  years,  I  suspect 
II  be  back  with  products  as  competi- 
as  they  were  in  their  heyday,"  says 
laas  M.  Dukes,  director  of  competi- 
:  assessment  for  market  researcher 
Power  &  Associates.  If  he's  right, 
!  pers  such  as  Heisler  and  Berry  may 
i  it  a  lot  harder  to  ignore  Toyotas  the 
time  they  hit  the  showrooms. 
Larry  Armstrong  in  Los  Angeles, 
I  Karen  Lowry  Miller  in  Tokyo 


AUTOS I 


...THE  BIG  THREE  ARE 
LEARNIHG  TO  HOLD  A  LEAD 


This  time,  it  may  not  squander  the  gains  it  has  made  against  Japan 


It  wasn't  supposed  to  happen  this 
fast.  Detroit  figured  1993  would  be  a 
year  of  consolrdating  the  nearly  two 
points  of  market  share  it  gained  from 
Japanese  carmakers  last  year  after  a  de- 
cade of  decline.  Instead,  Motown  zipped 
into  the  passing  lane  again  during  the 
first  three  months  of  1993,  adding  2.5 
points  to  its  share.  That  widened  De- 
troit's share  of  the  U.  S.  car  and  light- 
truck  market  to  74.77; — its  highest  level 
since  the  mid-1980s. 

Why  are  the  Big  Three  suddenly  so 
hot?  One  reason  is  that  the  yen  has  risen 
sky-high,  notes  Chrysler  Corp.  President 
Robert  A.  Lutz,  and  "exchange  rates  are 
really  working  against  [Japanese  compa- 
nies] big  time."  Quality  is  also  way  up. 
Buy  American  sentiment  is  strong,  and 
slumping  profits  are  forcing  the  Japa- 
nese to  raise  prices  to  boost  margins. 

But  the  Big  Three  may  be  creating 
their  biggest  advantage  by  avoiding  a 
past  mistake.  In  previous  upswings,  ana- 
lysts say,  the  domestics  jacked  up  their 
prices,  too,  to  boost  short-term  profits. 
This  time,  says  Bernard  Campbell,  an 
analyst  at  DRl/McGraw-Hill:  "They're 
taking  price  increases  where  they  can. 
But  unlike  in  the  past,  it  doesn't  look 
like  they're  going  to  sacrifice 
market  share  by  pushing  the 
envelope." 

HOT  TRUCKS.  The  result:  De- 
troit's price  advantage  over 
its  Japanese  rivals  just 
keeps  yawning  wider. 
Since  the  beginning  of  the 
current  model  year,  Japa- 
nese companies  have 
raised  prices  by  an  aver- 
age of  47',  which  contrasts 
sharply  with  the  Big 
Three's  paltry  hikes:  0.8% 
for  Ford,  1.1%  for  General 
Motors,  and  2.6%  for  Chrys- 
ler. Such  fast  rises  have  driv 
en  up  the  price  of  Japanese 
cars,  on  average,  to  about  $2,-500  more 
than  their  U.  S.  counterparts,  says  Salo- 
mon Brothers  Inc.  analyst  Jack  V.  Kir- 
nan,  a  gap  he  thinks  could  widen  to 
$3,000  by  next  year.  And  from  Detroit's 
standpoint,  that  couldn't  be  happening  at 
a  better  time.  With  the  economy  still 
iffy,  notes  First  National  Bank  of  Chica- 
go economist  Diane  C.  Swonk,  "consum- 
ers are  more  price-sensitive  than  they 
have  been  in  the  last  35  years." 

As  in  the  past,  Detroit  is  benefiting 


from  booming  sales  of  light  trucks,  a 
high-profit  segment  that  it  has  always 
dominated.  Light-truck  sales  rose  177  in 
the  first  quarter  from  the  previous 
year's  already  strong  results.  At  Chrys- 
ler, where  minivan  and  Jeep  sales  are 
soaring,  average  daily  light-truck  sales 
of  4,055  in  March  were  the  highest  ever, 
says  Ward's  Automotive  Reports. 

But  this  time  around,  the  Big  Three's 
cars  are  gaining  an  edge,  too.  Ford's 
Taurus,  which  knocked  the  Honda  Ac- 
cord out  of  the  No.  1  spot  last  year,  con- 
tinues to  hold  the  lead.  And  a  bunch  of 
other  domestic  cars  are  hot  sellers,  too, 
including  Chrysler's  new  LH  models  and 
GM's  Saturn.  In  the  car  segment,  Detroit 
gained  a  whopping  3.2  points  of  market 
share  in  the  first  quarter,  even  though 
industrywide  sales  were  off  slightly. 
RESTRAINT.  The  best  news  of  all:  De- 
troit's profits  are  coming  back  despite 
its  pricing  restraint.  Ford  Motor  Co.  and 
General  Motors  Corp.  are  expected  to 
join  Chrysler  in  the  black  for  the  first 
quarter,  after  losses  in  late  1992.  Dean 
Witter  Discover  &  Co.  analyst  Ronald  A. 
Glantz  predicts  net  operating  earnings 
on  common  shares,  a  measure  that  ex- 
cludes nonauto  earnings,  of  $322  million 
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at  GM,  $298  mil- 
lion at  Ford,  and  $535  million  at  Chrys- 
ler. For  Chrysler,  a  $4.7  billion  charge 
for  retiree  health  benefits  will  cause  a 
net  loss  for  the  quarter  and  the  year. 

The  question  now:  Can  Detroit  keep 
the  gains  coming?  Alexander  J.  Trot- 
man,  Ford's  head  of  worldwide  auto  op- 
erations, says  his  company  isn't  getting 
complacent.  "We  don't  come  to  work  in 
the  morning  and  think  about  how  we  can 
ding  GM  and  Toyota,"  he  says.  "We  think 


BUSINESS  WEEK/APRIL  26,  1993  29 


the  way  to  win  is  to  focus  on  the  cus- 
tomer." Ford's  market  share  rose  one 
point  in  the  first  quarter,  and  Chrysler 
added  2.2  points. 

But  {;m  is  clearly  misfiring  on  a  few 
cylinders.  George  Peterson,  president  of 
AutoPacific  Group  Inc.  in  Santa  Ana, 
Calif.,  notes  that  a  lot  of  Ford's  and 
Chrysler's  gains  "are  coming  right  out 
of  the  hide  of  General  Motors."  Indeed, 


GM  has  lost  0.7  points  of  share  .so  far  this 
year,  on  top  of  last  year's  0.9-point  drop. 
GM's  decision  to  sharply  curtail  unprofit- 
able car  sales  to  rental  fleets  has  cut 
sales  in  recent  months,  although  it  hopes 
to  recoup  some  of  its  shares  by  yearend. 

The  darkest  cloud  on  the  horizon  may  ■ 
be  the  slow  pace  of  economic  recovery. 
Auto  sales  in  this  year's  first  three 
months  remained  anemic,  up  just  4.3?s 


compared  with  1992's  tepid  first  quar 
But  even  if  sales  rebound  later  on, 
troit  can't  stop  glancing  in  the  rearv: 
mirror  for  the  Japanese.  Sure,  Japa 
problems  are  turning  out  to  be  m 
persistent  than  Detroit  expected.  1 
when  Japan  bounces  back,  the  domes 
know  their  current  sales  juggern 
could  easily  shift  into  reverse. 

By  Kathleen  Kenvin  in  Del 


WHEN  THE  GOING  GETS  TOUGH,  YANKS  GET  YANKED 


FORMER  NISSAN  EXEC 
MIGNANELLI:  PUSHED? 


Ot  long  ago, 
working  for  a 
I  big  Japanese 
company  in  the  Unit- 
ed States  was  the  ulti- 
mate safe  choice  for  a 
high-level  executive. 
Japanese-style  life- 
time employment  was 
not  exactly  guaran- 
teed. But  chances  of 
losing  one's  job  were 
almost  nil. 

Meet  one  who 
found  out  otherwise. 
John  E.  Rehfeld  lost 
his  job  as  president  of 
Seiko  Instruments 
USA  Inc.  in  Torrance,  Calif.,  on  Apr.  9, 
when  his  duties  were  taken  over  in  an 
economizing  move  by  his  Japanese 
boss,  Chairman  and  Chief  Executive 
Hiroshi  Fukino.  Rehfeld  describes  his 
resignation  as  a  mutual  decision  and 
says  he  left  Seiko  on  friendly  terms. 

Although  no  one  is  tracking  their 
numbers,  lots  of  Americans  are  quit- 
ting or  being  eased  out  of  financially 
pinched  Japanese  companies  these 
days.  One  big  reason:  During  troubled 
times,  Japanese  companies  are  turning 
inward.  "In  general,  they  have  a 
strong  insider-outsider  concept,"  says 
Rehfeld,  who  worked  for  a  unit  of  To- 
shiba Corp.  before  joining  Seiko  in 
1989.  "They're  under  very  severe  busi- 
ness stress,  and  they're  going  to  their 
own  people." 

TIGHTER  REINS.  To  be  sure,  U.  S.  com- 
panies have  retrenched  abroad  as  well. 
Moreover,  the  roughly  three-quarters 
of  a  million  Americans  working  for 
Japanese  companies  aren't  the  only 
ones  at  risk  of  being  zapped:  Hundreds 
of  Japanese  executives  at  U.  S.  subsid- 
iaries have  been  shipped  home,  often  to 
lower-level  positions.  And  some  Japa- 
nese companies,  such  as  Mitsubishi 
Electronics  America  Inc.  in  Cypress, 
Calif.,  continue  to  promote  Americans. 
Chairman  and  CEO  Tachi  Kiuchi  has 
Americans  running  three  of  his  seven 


group  companies,  up 
from  one  in  seven  two 
years  ago.  Says  Kiu- 
chi: "No  matter  how 
much  you  study,  I 
don't  think  people 
from  overseas  will 
reach  the  level  of  un- 
derstanding about  the 
U.  S.  market  that 
Americans  do." 

More  commonly 
these  days,  Japanese 
companies  are  losing 
top  Americans.  On 
Apr.  12,  for  example, 
Thomas  D.  Mignanelli 
resigned  as  president 
and  chief  executive  of  Nissan  Motor 
Corp.  USA.  Auto-industry  watchers  say 
Nissan's  Japanese  executives  are  likely 
to  keep  tighter  reins  on  his  American 
successor,  Robert  J.  Thomas.  At  Denon 
America  Inc.,  the  two  top  American 
executives.  President  Robert  Heiblim 
and  Vice-President  for  Marketing  Ken 
Furst,  abruptly  departed  on  Mar.  25. 
And  a  stream  of  high-ranking  Ameri- 
cans has  left  Bridgestone  Corp.  since  it 
bought  Firestone  Tire 
&  Rubber  Co.  in  1988. 
Indeed,  the  tire  giant 
has  had  a  Japanese 
running  its  U.  S.  oper- 
ations since  the  1991 
departure  of  CEO 
George  W.  Aucott. 

A  major  reason  for 
all  the  job  losses:  The 
strains  between  Amer- 
ican and  Japanese 
management  styles  be- 
come more  pronounced 
when  business  goes 
sour.  That  was  clear 
at  Denon,  based  in 
Parsippany,  N.J.,  mak- 
er of  audio  and  video 
gear.  With  Heiblim 
out  as  president,  the 
highest-ranking  execu- 
tives are  all  Japanese, 


WHY  HEADS 
ARE  ROLLING 

SLUMPING  WORLDWIDE  SALES 

The  Japanese  can't  afford  to 
prop  up  weak  U.S.  units 

DISCOMFORT  WITH  FOREIGNERS 

In  troubled  times,  some  Japa- 
nese companies  prefer  to  re- 
place foreign  executives  with 
trusted  Japanese  colleagues 

RELUaANCE  TO  RESTRUQURE 

American  executives  tend  to 
favor  painful  cutbacks  that 
their  Japanese  bosses  resist 


A  GENERAL  PULLBACK  In  addi- 
tion to  the  .^lericans  ousted, 
thousands  of  Japanese  execu- 
tives are  being  reassigned  to 
less  prestigious  jobs  in  Japan 


including  Executive  Vice-Preside: 
Akira  Saito  and  Chairman  Hajimie  Y 
magata,  who  is  based  in  Tokyo  at  Ni 
pon  Columbia  Co.,  Denon's  parent.  Ni 
pon  Columbia  General  Manager  Yasi 
Suga  says  the  company  would  rath 
have  Americans  running  the  U.  S.  opt 
ations  but  says  it  needed  "disaster  co 
trol."  With  business  bad,  he  says,  "v 
can't  afford  to  have  communicatioi 
problems  between  Denon  and  the  he; 
office." 

SOUL-SEARCHING.  Closing  ranks,  i 
course,  may  not  be  the  best  idea.  Tl 
single-minded  management  style  th 
served  Japan  in  boom  times  is  cripplir 
it  now  that  it  needs  to  cut.  Japane: 
companies  "have  been  designed  f 
just  one  thing,  expanding  producti( 
capacity  and  gobbling  up  mark^ 
share,"  says  Steven  C.  Clemons,  exec 
five  director  of  the  Japan  America  So( 
ety  of  Southern  California. 

Soul-searching  about  how  to  adapt 
new  business  conditions  may  be  wl 
Japan's  response  to  the  current  cris 
seems  confused.  With  Japanese  exec 
fives  being  shipped  back  home  to  sa^ 
money,  the  companies  would  seem 
have  an  opportuni 
to  cultivate  moi 
American  leadersh 
in  their  U.  S.  subsi 
iaries.  Most  are  n^ 
doing  so,  says  CI 
mons.  "It's  complete 
schizophrenic.  'There 
no  design  and  r 
plan."  Japanese  cor 
panies  could  affoi 
such  mistakes  wh( 
times  were  good.  Bi 
not  now.  They  mu; 
decide  in  a  hurry  wh; 
exactly  their  missic 
in  the  U.  S.  is — ar 
which  executives  w: 
best  fulfill  it. 

By  Peter  Coy  in  Ne 
York,  with  Neil  Gro 
in  Tokyo  and  burea 
reports 


DATA:  BUSINESSWEEK 


30  BUSINESS  WEEK/APRIL  26.  1993 


ITH  CARE  I 


PITALS  ARE  MAKING  FEWER  PURCHASES  OF  ELABORATE  HIGH-TECH  MEDICAL  EQUIPMENT 


JRPRISE!  HEALTH  CARE'S  FEVER 
AY  HAVE  FINALLY  BROKEN 


$900  billion  industry  is  now  yielding  to  price  pressures 


illiam  C.  Bopp,  like  many  of 
his  peers,  calls  it  "the  Clinton 
effect."  With  Hillary  Rodham 
ton's  health-care  task  force  floating' 
■w  trial  balloon  every  week,  an  amaz- 
thing  is  happening  to  rising  medical 
s:  They're  slowing  down.  Dramati- 
/.  For  Bopp,  chief  financial  officer  at 
/  Jersey-based  medical  supply  com- 
y  C.  R.  Bard  Inc.,  that  means  his 
pany's  normally  double-digit  sales 
ffth  will  also  decline.  Dramatically, 
illary  might  well  take  the  credit,  but 
not  just  Washington's  orchestrated 
cks  on  drug  companies,  insurers, 
doctors  that  has  the  health-care  in- 
:ry  running  for  cov- 
Credit  also  goes  to 
cost-cutting  efforts 
sUch  top  employers 
■Cerox  Corp.  "Toss  in 
salutary  effects  of 
nflationary  forces 
a  weak  economy, 
you've  got  a  raft  of 
rging  signals  that 
rate  at  which  medi- 
costs  rise  is  easing. 
16  decline  persists,  it 
lid  be  just  the  right 
Heine  for  a  nation 
.  spends  14%  of  its 
5S  national  product 
lealth  care, 
he  most  recent  evi- 


dence came  in  the  March  consumer  price 
index,  which  showed  a  rise  in  medical 
costs  of  just  0.37'^ — the  lowest  monthly 
uptick  in  nine  years.  The  March  num- 
bers are  part  of  an  accelerating  trend  in 
recent  years,  in  which  health-care  cost 
increases  have  slowed  to  an  annual  rate 
of  below  6%,  from  a  peak  of  9.67'  in 
1990.  Fees  for  doctors  and  other  health- 
care professionals,  in  particular,  grew  at 
an  annual  rate  of  4.37  in  the  first  three 
months  of  the  year.  That's  the  slowest 
growth  rate  since  the  early  1970s. 

Many  in  the  health-care  world  say 
market  forces  finally  are  moving  the 
$900  billion  industry  to  action.  A  few 


BRACING  FOR  THE  NEW  HEALTH-CARE  WORLD 

Market  forces  are  driving  change  across  the  industry: 


Small  insurers  are  fighting  to  control  costs.  Bigger  compa- 
nies are  beefing  up  networks  of  medical  providers.  Others 
are  carving  out  niches  that  may  survive  reform. 

Equipment  manufacturers  are  cutting  costs 
and  shifting  to  distributors.  They're  targeting 
international  markets  and  promoting  cost-efficiency. 

Stung  by  attacks  on  their  high  prices,  drugmak- 
ers  are  vowing  to  limit  price  hikes  to  barely 
more  than  the  rate  of  inflation.  Some  are  shifting  into  generic  products. 

With  empty  beds  and  huge  overhead,  hospitals  are  paring 
inventories,  forcing  suppliers  to  use  wholesalers,  and  join 
ing  purchasing  groups  to  negotiate  discounts. 

DATA:  BUSINESSWEEK 
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MEDICAL  SUPPLIERS 


DRUG  COMPANIES 


HOSPITALS 


years  ago,  providers  had  little  incentive 
to  control  costs — employers  just  paid  the 
tab,  with  few  questions  asked.  But  the 
advent  of  purchasing  groups  for  hospi- 
tals that  negotiate  discounts,  cut-rate 
drug  resellers,  and  medical-network 
managers  who  scrutinize  doctors  are  re- 
shaping the  industry  (page  104).  Now, 
"the  government  proposal  is  a  side- 
show," says  Jean-Pierre  Garnier,  North 
American  president  of  SmithKline  Bee- 
cham  I'l.c.  "The  trends  of  managed  care 
in  the  market  are  far  more  powerful." 
THE  HEAT  IS  ON.  Recent  surveys  show 
that  managed  care — in  which  roughly 
half  of  all  private-sector  workers  partici- 
pate— is  indeed  having  a  dramatic  effect 
on  costs.  Consultants  A.  Foster  &  Hig- 
gins  Co.,  for  one,  found  that  health 
benefits  per  capita  cost  Corporate  Amer- 
ica an  average  of  $3,968  in  1992.  That's  a 
107  increase  over  1991,  but  the  lowest 
year-to-year  hike  in  five  years.  Increases 
for  traditional  fee-for-service  coverage 
were  higher,  at  14.27.  But  costs  for 
workers  enrolled  in  managed-health 
plans  rose  just  8.87. 

The  health-care  business  can't  help 
but  feel  the  heat.  Just  ask  Syntex  Corp. 
On  Apr.  12,  it  joined  other  pharmaceuti- 
cal makers  in  agreeing  to  hold  future 
price  hikes  to  barely  above  inflation.  For 
years,  Syntex  had  taken  increases  of  67 
to  107  in  its  best-selling  products.  Then 
there's  U.  S.  Surgical  Corp.,  which  on 
Apr.  8  saw  the  value  of  its  stock  sink 
337'  after  announcing  that  second-quar- 
ter earnings  would  nose-dive  as  it  shift- 
ed from  direct  sales  to  a  distribution 
system  that  will  cut  into  profit  margins. 

Or  look  at  the  nation's  health  insurers. 
In  the  next  five  years,  fierce  competition 
will  reduce  by  one-third  the  750-odd  com- 
panies that  offer  medical  insurance,  says 
A.  M.  Best  &  Co.,  an  industry  rating 
agency.  Those  remaining  will  do  busi- 
ness very  differently.  CIGNA  Corp.'s 
health-care  arm,  for  instance,  has  turned 
to  top  health-maintenance  organization 
U.  S.  Healthcare  for  new  leadership  to 
rev  up  its  operation. 

In  fact,  the  health- 
care industry  is  now 
getting  the  same  medi- 
cine that  hit  the  airline 
and  automobile  indus- 
tries: Those  that  want 
to  survive  had  better 
learn  to  produce  more 
for  less.  Says  Angelo  T. 
Lapriore,  purchasing 
manager  for  Boston's 
Beth  Israel  Hospital: 
"We're  drawing  a  line 
in  the  sand  in  terms  of 
price  increases." 

Such  attitudes  are 
becoming  prevalent 
throughout  the  indus- 
try. At  Xerox,  benefits 
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director  Patricia  M.  Nazemetz  is  deter- 
mined to  keep  the  185  health-mainte- 
nance organizations  that  serve  her  em- 
ployees in  line.  "We're  asking  them  to 
justify  anything  above  a  5%  cost  in- 
crease," she  says.  South  Miami  Health 
System,  a  525-bed  hospital,  is  switching 
to  an  inventory  system  that  will  keep  no 
more  than  a  24-hour  supply  of  some  non- 
critical  items.  CEO  John  Geanes  also  is 
combining  the  purchasing  operations  of 
South  Miami  with  a  125-bed  sister  hospi- 
tal in  Homestead,  Fla.  The  first  year's 
cost  savings  from  both  moves:  $600,000. 

The  decline  in  medical  spending  could 
jolt  smaller,  fast-growing  companies 
that  make  medical  equipment.  On  top  of 
pricing  pressures,  the  Administration 
may  dissuade  hospitals  from  investing  in 


new  technology.  For  years,  companies 
such  as  U.  S.  Surgical  and  Cordis  Corp. 
have  prospered  by  bringing  ever-new 
products  to  market.  "We  built  our  com- 
pany on  new  technology,  and  until  this 
gets  straightened  out,  we're  going  to, 
have  lean  times,"  says  Surgical  Chair- 
man Leon  C.  Hirsch. 

But  the  new  competitive  pressures 
could  be  a  boon  to  some  industries.  Hu- 
mana Inc.,  a  big  health-plan  operator,  is 
expecting  to  expand  rapidly,  says  Chair- 
man David  A.  Jones.  In  March,  he  dou- 
bled his  stake  in  Humana — an  invest- 
ment worth  some  $20  million. 

The  changing  marketplace  has  not 
gone  unnoticed  in  Washington.  An  Ad- 
ministration official  says  the  recent 
slowing  of  medical  inflation  suggests 


"the  reform  effort  is  going  in  the  ri] 
direction"  in  embracing  the  idea  of  m 
aged  competition.  "These  figures  sh 
that  insurers  and  providers  respond 
price  pressures,"  the  official  adds. 

But  will  Washington  soften  its  plar 
accommodate  price  pressures  that 
down  as  well  as  up?  Don't  bet  on  it.  1 
Administration  official  acknowledj 
that  no  one  on  the  health-care  task  fo 
had  called  for  a  briefing  on  the  CPI 
port.  Clinton  was  elected,  in  part, 
preying  on  fears  of  ever-rising  hea 
care  costs.  Those  costs  may  be  ebbi 
but  political  imperatives  can  often 
more  important  than  economic  ones. 

By  Tim  Smart,  with  Chris  Roush  in  !' 
Haven,  Gail  DeGeorge  in  Miami,  c 
bureau  reports 


SOMETHING  FOR  EVERYONE— EXCEPT  THOSE  WHO  FOOT  THE  BILl 


ack  in  1910,  Montgomery  Ward 
-&  Co.  offered  its  workers  one  of 
'the  first  group  health-insurance 
policies — and  helped  launch  a  revolu- 
tion. Employer-provided  insurance  now 
dominates  American  medicine:  Compa- 
nies pay  more  than  $200  billion  a  year 
to  buy  care  for  150  million  workers  and 
their  dependents,  or  607'  of  the  popula- 
tion. The  system  worked  just  fine  until 
medical  costs  exploded  in  the  1980s, 
forcing  employers  to  tweak  and  trim 
benefits  in  a  desperate  attempt  to  cut 
their  payouts. 

The  Clinton  Administration's  health- 
reform  package  is  supposed  to  rein  in 
those  costs — but  the  solution  may  also 
cost  business  virtually  all  of  its  current 
role  in  health  care.  Under  the  blueprint 
sketched  by  top  White  House  health 
aides  on  Apr.  9,  employers 
would  have  just  one  job: 
paying  the  bill. 
CASH  PUMPS.  Unlike  today, 
employers  would  have  lit- 
tle say  about  the  benefits 
they  fund.  Health  plans 
would  meet  federal  guide- 
lines. And  benefits  would 
not  depend  on  having  a 
job.  Instead,  consumers 
would  sign  up  at  local 
"health  alliances,"  large 
purchasing  groups  set  up 
by  states  to  negotiate  cov- 
erage with  networks  of 
providers.  The  new  system 
could  largely  turn  busi- 
nesses into  a  "pumping 
station  for  money,"  says 
Princeton  University  econ- 
omist Uwe  E.  Reinhardt. 
Is  this  progress?  It  de- 


pends on  who  you  ask.  Clinton's  re- 
form team  calls  its  plan  "health  securi- 
ty," ensuring  that  all  Americans  have 
consistent  coverage.  And  the  proposals 
are  just  fine  with  some  big  compa- 
nies— especially  those  with  older, 
unionized  work  forces — that  are  eager 
to  dump  burdensome  health  plans. 
"We're  fairly  sure  that  we'd  benefit 
from  putting  our  people  into  the  alli- 
ances," says  Walter  B.  Maher,  Chrys- 
ler Corp.'s  director  of  federal  relations. 

But  some  big  employers  say  that 
they're  already  reining  in  costs  and  can 
do  that  better  than  the  government. 
And,  they  say,  they  don't  want  their 
employees  forced  into  "alliances"  that 
haven't  yet  been  tested.  "It  sounds  like 
a  lot  of  potentially  damaging  ideas  are 
being  floated,"  says  Vance  J.  Ander- 
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son,  assistant  general  counsel  of  P. 
liedSignal  Inc.  "If  there's  one  area 
health  care  that's  working,  it's  the  er 
ployer-sponsored  plans." 

Clintonites  claim  the  changes  w 
make  the  system  fairer.  Their  refor 
model,  called  managed  competitio 
would  indeed  provide  a  boost  for  smt 
companies  by  pooling  their  worke 
with  Medicaid  recipients  and  others 
a  big  buying  group.  Besides  the  e 
hanced  buying  clout,  the  pools  wou 
relieve  small  fry  of  the  administratis 
costs  and  premium  hikes  they  now  fa( 
if  they  buy  coverage. 

But  some  big  employers — who  i 
ready  have  the  muscle  to  win  di 
counts — didn't  expect  the  rules  to  a 
ply  to  them.  Now,  White  House  aid( 
say  the  scheme  may  require  all  comp 
nies  to  send  workers  to  i 
liances.  Even  if  some  cor 
panies — probably  thof 
with  500  or  more  emplo 
ees — can  opt  out  of  the  i 
liances,  the  Administratic 
would  make  it  so  toug 
that  few  would  do  so. 

Clinton  is  betting  th; 
his  pitch  to  consumers- 
secure  coverage  with  lo 
of  choices — can  drown  oi 
business'  complaints.  "It 
vintage  Clinton — som 
thing  for  everyone,"  saj 
Gordon  Wheeler,  direcU 
of  federal  affairs  for  tl 
Health  Insurance  Associ 
tion  of  America.  Everyon 
perhaps,  except  those  wl 
pay  the  bills. 

By  Mike  McNamee  i 
Washington 


Domestic  or  imported? 


Lav 


Most  likely,  the  answer  is  a  little  oi  both. 

Brands  identified  with  the  U.S.  or 
specific  countries  of  origin  may,  in  lact,  be 
brewed,  bottled  and  distributed  in  local 
markets,  worldwide. 

All  of  which  may  require  trade  finance, 
securities  underwriting,  asset  management  or 
credit  in  any  number  of  geographic  markets. 
A  fact  that  brings  many  leading  global 
companies  to  Union  Bank  ot  Switzerland  for 


services  in  North  America,  and  tar  beyond. 

As  one  of  the  world  s  largest  banks,  and 
arguably  die  strongest,  our  resources  are  impres- 
sive. So  are  the  ways  we  apply  our  Triple-A 
rated  strength  through  on- and  off  balance 
sheet  finance. 

If  you  conduct  business  in  North  Amenca, 
Europe  or  around  the  world,  turn  to  Union 
Bank  of  Switzerland.  The  bank  with  interests 
as  global  as  yours. 


As  global  as  business  itself. 


(trad  Union  Bank 
lUBSj  of  Switzerland 


In  the  U.S.,  UBS  operates  througli  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


3oooooooooo 


Commentary/by  Howard  Gleckman 


THE  ITC  MAY  BE  DEAD.  LONG  LIVE . . .  WHAT? 


ill  Clinton  is  about  to  learn  what 
.happens  when  a  dead  mackerel 
gets  tossed  to  the  political 
sharks.  It  won't  be  a  pretty  sight. 

In  this  case,  the  plat  du  jour  is  the 
President's  $30  billion  investment  tax 
credit  (ITO.  And  Washington's  tax  lob- 
byists are  circling  ravenously.  Clinton 
had  hoped  his  ITC  would  stimulate  capi- 
tal investment  and  spur  the  recovery. 
But  support  is  evaporating,  and  the 
measure  is  likely  to  die.  Businesspeople 
grumble  that  the  proposal  is  too  nar- 
row, too  complicated,  and  too  niggard- 
ly to  do  any  good.  Surely,  they  insist,  it 
is  not  worth  pushing  corporate  taxes 
up  two  points,  to  36%,  as  Clinton  pro- 
poses, to  pay  for  it. 
'FREE-FOR-ALL.'  If  the  ITC  takes  a  dive, 
Clinton  could  always  just  plug  the  $30 
billion  into  deficit  reduction.  Perish  the 
thought.  Business  lobbyists  would 
much  rather  find  creative  ways  to 
spend  the  money,  which  they  now  feel 
is  rightfully  theirs.  Never  mind  that 
the  federal  government,  already  $4  tril- 
lion in  debt,  doesn't  actually  have  the 
cash  to  give  away.  "It's  going  to  be  a 
real  free-for-all,"  says  Pamela  J.  Pec- 
arich,  director  of  tax  policy  at  Coopers 
&  Lybrand.  "There  are  going  to  be  so 
many  other  claims  on  the  money." 

For  starters,  many 
companies  fear  that 
Clinton  is  abandoning 
the  basic  tenet  of  the 
1986  tax  reform:  the 
elimination  of  many 
tax  breaks  in  ex- 
change -for  lower 
overall  rates.  The  Tax 
Reform  Action  Coali- 
tion (TRAC),  a  group  of 
companies  that  fought 
hard  to  lower  the  cor- 
porate rate  during  the 
bruising  battles  of 
1986,  is  lobbying  Clin- 


ton to  roll  back  his  proposed  rate  hike. 
The  coalition  has  a  fair  chance  of  suc- 
ceeding. The  White  House  and  con- 
gressional Democratic  leadership  have 
been  hinting  that  they  might  be  willing 
to  scale  back  the  rate  increase  from 
367'  to  357. 

Others  see  the  impending  demise  of 
the  ITC  as  an  opening  to  move  toward  a 
radically  different  corporate  tax  sys- 
tem— one  that  would  favor  growth 
companies.  Many  midsize  outfits  that 
make  heavy  capital  investments  to  fuel 
growth  want  to  replace  the  ITC  with  an 
allowance  that  would  permit  business 
to  take  an  extra  first-year  deduction 
for  capital-equipment  purchases.  Back- 
ers of  this  approach  figure  that  the  $30 
billion  tax  break  from  the  ITC  would 
buy  changes  such  as  a  temporary  407 
write-off  on  capital  purchases  or  a  per- 
manent 157  deduction.  They  hope  that 
would  be  a  first  step  toward  a  new 
system,  in  which  all  capital  purchases 
could  be  fully  expensed  in  the  year 
they  are  made,  rather  than  dejireciated 
over  many  years. 

If  such  grand  schemes  fail,  there  are 
plenty  of  smaller  ones  to  use  up  some 
jjortion  of  the  government's  mythical 
$30  billion.  Computer  makers  and  other 
high-tech  companies  want  a  chunk  of  it 


WHAT  TO  DO  If  THE  INVESTMENT  TAX  CREDIT  DIES 

lOWER  THE  CORPORATE  TAX  HIKE  Clinton  could  settle  on  a  smaller  corporate 
rale  hike  than  the  two-point  increase,  to  36%,  that  he  has  planned.  Clintonites 
hint  that  they  may  settle  for  35%.  

SLASH  THE  PROPOSED  ENERGY  TAX  Utilities  and  energy  producers  want  Clin- 
ton's new  energy  tax  scaled  back.  Clinton  is  reluctant  to  compromise,  though 
the  Senate  Finance  Committee  may  push  for  a  reduction. 


INSTITUTE  A  NEW  INVESTMENT  ALLOWANCE  This  would  allow  companies  to 
take  an  additional  first-year  tax  deduction  of,  say,  15%  on  capital  investment. 
Clinton  doesn't  like  the  idea,  which  was  proposed  by  George  Bush  last  year. 


in  the  form  of  more  generous  tax  ci 
on  capital  gains.  Multinationals  h( 
Clinton  will  ease  proposed  tax  hikes 
royalty  payments  that  U.  S.  compan 
get  from  overseas  subsidiaries.  Dr 
companies  want  to  reverse  a  Clini 
proposal  to  ditch  the  tax  break  tl 
get  for  manufacturing  in  Puerto  Ri 
ENERGY  STAND-IN.  Abandoning  t 
credit  might  also  help  satisfy  anotl 
restive  constituency:  opponents  of  ' 
President's  energy  tax.  Utilities  £ 
energy  producers  want  to  see  the  en 
gy  levy  ditched.  That  would  leave  i 
Administration's  budget  $50  bill 
short,  more  than  even  the  ITC  co 
cover.  But  the  companies  hope  that  i 
demise  of  the  credit  will  at  least  g 
Congress  the  flexibility  to  cut  the  en 
gy  tax  substantially. 

More  than  just  corporate  taxatior 
at  stake  in  the  fight.  Republicans  ; 
looking  for  a  way  to  embarrass  Clini 
with  the  all-important  senior-citia 
vote.  So  they're  arguing  that  the  « 
of  the  ITC  leaves  room  to  scrap  C 
ton's  proposed  tax  increase  on  So( 
Security  recipients. 

The  outgunned  Republicans  are 
likely  to  get  that  particular  trade-c 
But  plenty  of  other  sharks  are  movi 
in,  even  before  the  ITC  breathes  its  Ie 
If  Clinton  were  bn 
enough,  he  would 
the  credit  himself  2 
announce  that  t 
money  would  be  ui 
only  for  reducing  i 
federal  deficit.  T' 
being  Washingt( 
however,  that's  ab< 
as  likely  as  Jaws  : 
ing  on  an  Ultra  SI; 
Fast  diet. 


WIDEN  THE  CAPITAL-GAINS  TAX  CUT  Clinton  could  expand  his  modest  capi- 
tal-gains tax  cut  to  include  many  more  businesses.  Clinton  has  agreed  to  a 
slightly  more  generous  package  and  may  compromise  again. 

DATA:  BUSINESS  WEEK 


Gleckman  covers 
policy  for  BUSINt 
WEEK. 
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"OUR  NEW  DESK  CLERK 
LENT  HIS  CUFF  LINKS 

TO  A  GUEST  FOR 
A  CRUCIAL  MEETING. 

INSTANTLY 
WE  KNEW  WE  HIRED 
THE  RIGHT  GUY." 


That's  a  true  story.  There  are  many  others.  They  are  just  one 
"    of  the  many  reasons  frequent  business  travelers  prefer  Marriott. 
Call  your  travel  agent  or  1-800-228-9290. 

Harriott 


HOTELS   RESORTS  SUITES 


WE  MAKE  rr  HAPPEN  FOR  YOU: 


©199.1  Marrioll  Crp 


BRAND  MARKETING  I 


A  RASH 


Why  P&G  cut  its  diaper  prices 


Is  Procter  &  Gamble  pullinJ^  a  Marl- 
boro? On  Apr.  Vi,  the  consumer-prod- 
ucts giant  announced  its  third  price 
cut  in  a  year  on  its  Pampers  and  Luvs 
disposable  diapers.  The  move  looked  like 
a  replay  of  Philip  Morris  Cos.'  decision 
earlier  in  the  month  to  discount  Marl- 
boro cigarettes  in  the  face  of  intense 
competition  from  discount  brands. 

It  was.  "Is  brand  loyalty  disappear- 
ing?" asks  Chairman  Edwin  L.  Artzt. 
"Hell  no.  Brand  loyalty  was  always 
based  on  value."  Translation:  The  price 
has  to  be  right.  High-cjuality  private-la- 
bel diapers  have  cut  sharply  into  P&g's 
franchise.  While  Pampers  has  held  its 
ground,  sales  of  Luvs  fell  24'/!  in  the 
year  ended  Jan.  24,  says  market  re- 
searcher Information  Resources.  Over- 
all, I'&c,  has  lost  millions  of  ca.ses  in  vol- 
ume, Artzt  acknowledges. 

That's  why  V&c,  has  reduced  diaijer 
prices  a  total  of  5'X  during  the  past  three 
years.  But  the  cuts  weren't  enough: 
While  P&G  was  trimming  prices,  private- 


PAMPERS  AND 
LUVS  SALES 
NEED  A  BOOST 


label  diaper  makers 
were  slashing  them — by 
some  15'X.  Until'  P&G's 
latest  move,  Pampers 
and  Luvs  cost  337'  to 
357'  more  than  the  dis- 
count brands. 

Now,  P&G  is  getting 
tough.  Besides  trim- 
ming the  list  price  of 
Pampers  a  further  57, 
the  company  will  take  a 
walloping  167  off  the  sticker  price  of 
Luvs.  To  help  pay  for  the  moves, 
Procter  will  trim  consumer  promotions 
and  reduce  the  number  of  packaging  op- 
tions for  Luvs.  P&G  has  cut  costs  in  its 
diaper  business  before — but  without 
passing  so  much  of  the  savings  on  to 
consumers.  "We  believe  our  profits  are 
going  to  grow,  because  we're  going  to 
get  volume  back,"  Artzt  declares. 
HUGGIES  HIT.  Wall  Street  isn't  much  wor- 
ried about  the  impact  of  P&G's  cuts  on 
profits.  Diapers,  after  all,  amount  to  less 
than  107  of  overall  P&G  profits,  says 
analyst  Joseph  Kozloff  of  Smith  Barney, 
Harris  Upham  &  Co.  But  investors  are 
concerned  about  the  effect  on  on  P&G 
rivals.  Kimberly-Clark  Corp.,  which 
makes  Huggies  diapers,  took  a  hit  on 
P&G's  news:  Its  shares  fell  V/s,  to  5IV2, 
on  Apr.  14.  Procter's  shares,  meanwhile, 
were  up  '/«,  to  48 1/4. 

If  P&G's  moves  demonstrate  that  price 
is  increasingly  critical  in  big-brand  mar- 


it  also  shows  I 
the     game  1 
changed.   In   1976,  wl 
"Sii^s^       P&G  introduced  Luvs  a 
'i^r  premium  brand,  it  was  i 

rolling  out  new  brands  r 
ularly.  That's  rare  th 
days.  Instead,  market 
devote  resources  to  bo( 
ing  existing  brands  v 
new  technologies,  as  1 
has  done  with  concentra 
licjuid  Tide  and  vitamin-enriched  Pant 
Pro-V  shampoo. 

P&G  followed  the  strategy  with  Pj 
pers,  but  that  left  Luvs  in  the  lui 
Now,  the  company  has  to  prove  tha 
midpriced  Luvs,  still  some  177  more 
pensive  than  private-label  brands,  can 
gain  market  share.  The  effort  is  die 
Retailers  are  cramped  for  space  with 
proliferation  in  styles.  There  are  inf 
diapers,  diapers  for  babies  who  era 
diapers  for  babies  who  walk — and  g 
der-specific  diapers. 

To  make  up  for  its  sluggishness, 
company  is  testing  a  thinner  diaper 
Omaha  and  selling  new  training  pant; 
Europe  and  Canada.  Artzt  is  confid 
he's  on  top  of  his  diaper  quandary.  " 
didn't  let  the  problem  get  nearly  as  s 
ous  [as  Philip  Morris  did  with  M 
boros],"  he  says.  Better  to  nip  the  pi 
lem  before,  like  a  baby,  it  grows  too 
and  starts  moving  too  fast. 

Bi/  Zac/iari/  Sc/iillcr  in  CleveU 


ACCOUNTING! 


GRIDIOCK  ON 
TOBACCO  ROAD 


A  Marlboro  glut  at  distributors 


Patrick  Carrico  has  plenty  of  Marl- 
boros,  thank  you.  Carrico's  Mas- 
ter Distributors  Inc.,  a  South 
Bend  (Ind.)  wholesaler,  bought  so  many 
of  the  cigarettes  at  the  end  of  last  year 
that  it  didn't  reorder  until  late  February. 
Usually,  the  comjiany  restocks  every  in 
days.  At  the  end  of  March,  Master  still 
had  $1  million  in  excess  inventory- 
enough  to  last  through  April. 

By  now,  everyone  knows  how  cheap 
cigarettes  rode  into  town,  took  aim  at 
the  Marlboro  Man,  and  caught  him 
square  between  the  eyes.  Philip  Morris 
Co.  shook  the  consumer-brands  universe 
when  it  shot  back  earlier  this  month, 
announcing  that  it  would  slash  prices  on 
its  premium  brand  and  boost  promotion- 
al spending — forfeiting  as  much  as  $2 
billion  in  profits.  Rival  lUR  Nabisco  Inc. 


reacted  on  Apr.  13,  eliminating  the  32$ 
dividend  it  had  planned  to  pay  on  new 
shares  of  its  tobacco  operation. 

But  there's  more  to  this  saga  of  a 
fallen  cowboy.  Some  distributors  and  an- 
alysts contend  Marlboro  relied  too  heavi- 
ly on  a  practice  called  trade  loading  to 
boost  short-term  revenues.  The  result: 
$200  million  to  $300  million  in  bloated 
inventories  at  many  of  the  nation's  ciga- 


rette distributors,  estima 
Gary  Black,  a  tobacco  anal 
at  Sanford  C.  Bernstein  & 
Some  industry  insiders  say 
figure  is  even  higher.  The  s 
den  discounting,  says  Bis 
certainly  represents  the  com 
ny's  attempt  to  regain  com 
ot"  its  market.  But  some  obs( 
ers  suspect  the  cuts  also  m; 
the  losses  Philip  Morris  wo 
have  had  to  take  to  correc 
big  supply  miscalculation. 
BURNED  AGAIN.  Philip  Moi 
says  there's  no  big  probl( 
"We  think  our  inventories 
just  about  right,"  says 
spokeswoman.  "It's  up  to 
wholesaler  to  manage  their 
ventories.  We  would  not 
courage  anybody  to  overstoc 
For  years,  though,  tobacco  compar 
have  employed  trade  loading  to  push 
ditional  inventories  into  the  distribut 
channel  before  a  price  increase.  Soi 
times,  the  strategy  worked  well:  Dist 
utors  got  a  price  break,  and  manufaci 
ers  booked  extra  revenues  at  the  end 
a  quarter.  But  back  in  1989,  R.J.  Re 
olds  Tobacco  Co.  took  a  $400  mill 
charge  when  it  announced  it  would  s 
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ANALYSTS  WILL  CELEBRATE 
OUR  BIG  VICTORIES. 


At  Wellcome,  we're  committing  all  of  our 
resources  to  the  pursuit  ot  better  health.  And 
with  every  life  we  touch,  we're  making  headway. 

Our  portfolio  ot  new  products  includes 
potential  therapeutic  agents  for  cardiovascular 
disease,  viruses,  central  nervous  system  disorders 
and  cancer.  Which  could 
translate  to  hope  for  millions 
who  may  benefit  from  these 
discoveries. 

Some  products  will  be 
extensions  of  existing  com- 
pounds. One  of  them,  for 
example,  has  already  been 
credited  with  a  significant 
decrease  in  premature  infant 
deaths  due  to  a  serious  respira- 
tory condition.  We  are  cur- 
rently conducting  research 
into  adult  respiratory  condi- 
tions as  well. 


Other  new  agents  in  the  Wellcome  pipe- 
line may  someday  combat  cancer,  ease  complica- 
tions after  heart  attacks  and  strokes,  and  treat 
serious  neurological  conditions  and  severe  rheu- 
matoid arthritis. 

In  the  meantime,  we'll  continue  marketing 
our  impressive  roster  of  53  com- 
pounds, including  over-the- 
counter  products  for  the  com- 
mon cold,  allergies  and  first  aid. 
This  comprehensive  list  also 
includes  the  first  drug  for  treat- 
ment of  AIDS,  as  well  as  the 
world's  leading  antiviral  drug. 

Improving  the  human 
condition  is  certainly  a  lofty 
goal  for  any  company.  But  at 
Wellcome,  we  have  more  than 
just  the  resources  and  the 
science  to  make  it  happen. 
We  have  the  passion. 


WE'LL  CELEBRATE  THE  SMALL  ONES. 


ft 

Wellcome 


the  practice.  And  in  January,  Philip  Mor- 
ris executives  admitted  they  had  l)een 
burned,  because  a  slowdown  in  consum- 
er demand  left  too  many  cigarettes  on 
warehouse  shelves.  At  that  point,  Wil- 
liam I.  Campbell,  president  of  its  tobacco 
subsidiary,  promised  to  kick  the  trade- 
loading  habit  for  good. 

But  distributors  say  Campbell  didn't 
(luit.  Of  the  44  tobacco  wholesalers  sur- 


veyed recently  by  analyst  Black,  58% 
said  their  Marlboro  inventories  were  too 
high  at  the  end  of, this  year's  first  quar- 
ter. The  same  was  true  at  the  end  of 
1992.  "People  are  saying  they've  got  a 
ton  of  inventory  they  can't  move,"  says 
Bifick. 

How  bad  is  the  inventory  backlog? 
Philip  Morris  says  trade  loading  does 
ha{jpen,  but  the  company  doesn't  know 


how  much  it  has  left  in  the  channel, 
lot,  say  its  wholesalers.  Valley  Wholes 
ers  in  Winona,  Minn.,  says  it  doesn't  n 
mally  trade  load  much.  But  when  Me 
boro  pushed  cheap  cigarettes  tl 
winter,  it  bought  heavily.  Multiply  1 
havior  like  that  by  1,000  distribute 
and  the  fallout  could  hit  hard. 

By  Mario  Mallory  in  Atlanta,  w\ 
Laura  Ziun  in  New  York 


RETAILINCI 


TAKASHIMAYA  BETS 

ON  ART  FOR  MART'S  SAKE 


It  hopes  Asian  art  will  lure  shoppers  to  the  New  York  store.  Good  luck 


F 


lestivals,  sales,  store  greeters,  ce- 
llebrity  appearances,  perfume 
spritzers,  food  sample.s — the  mer- 
chandising gambits  retailers  use  to  lure 
customers  know  few  bounds.  Leave  it  to 
Japan's  biggest  department-store  chain, 
though,  to  try  a  truly  new  ploy  in  the 
hotly  competitive  American  retail  arena: 
When  Takashimaya  Co.  opens  its  fancy 
store  on  New  York's  Fifth  Avenue  on 
Apr.  23.,  it's  counting  on  art 
as  a  big  draw. 

The  store's  prime  space,  its 
first  two  floors,  will  showcase 
contemporary  Asian  art  in  a 
half  dozen  or  so  shows  a 
year — starting  with  an  exhibi- 
tion of  Hiromitsu  Morimoto's 
photographs  on  linen  and  Liu 
Dan's  ink-and-brush  works  on 
paper.  Once  in  the  gallery, 
customers  are  supposed  to 
wander  up  to  the  next  three 
floors  to  buy,  say,  vintage 
Japanese  obi  silks  made  into 
bow  ties  and  pillows,  hand- 
made Japanese  papers,  or  silk 
hanging  lanterns.  "Takashi- 
maya views  the  gallery  as  the 
focal  point  of  the  store,"  says 
Lynn  Gumpert,  a  consulting 
curator.  "It  makes  Takashi- 
maya unique,  like  the  store's 
merchandise  is  unique." 

It's  unique,  all  right:  Some 
857^'  of  Takashimaya's  luxury 
goods,  priced  from  $15  to  $2,500,  will  be 
exclusive  to  the  store.  But  will  artwork 
attract  buyers  for  home  furnishings,  ac- 
cessories, gifts,  garden  items,  linens, 
and  stationery?  Few  people  in  either  the 
retail  or  art  worlds  think  so. 
VALUE  TIME.  When  Takashimaya  decided 
to  erect  the  20-story,  $80  million  store- 
and-headquarters  building  in  1988,  the 
economies  of  both  Japan  and  the  U.  S. 
were  booming.  No  longer.  Consumers 


now  place  a  premium  on  value,  not  pres- 
tige. Back  then,  too,  the  art  market  was 
flourishing.  No  more.  True,  the  art  mar- 
ket is  increasingly  global,  and  the  Japa- 
nese are  now  introducing  their  artists  to 
U.  S.  collectors.  But  the  number  of  art 
buyers  has  shrunk.  And  not  enough  peo- 
ple are  interested  in  art  for  the  gal- 
lery to  attract  the  hordes  of  consumers 
necessarv  to  meet  Takashimaya's  first- 


The  Japanese  giant 
spent  $80  million  on 
its  20-story  Fifth 
Avenue  store  and 
headquarters.  But 
then  the  pool  of  art 
buyers  started  to 
dwindle  fast 


year  target  of  $18  million  in  revenues. 

Even  Takashimaya's  staff  is  unsure 
about  the  approach.  "Who  knows  if  it 
will  work?"  concedes  Corliss  Tyler,  se- 
nior vice-president  and  general  merchan- 
dise manager.  But,  she  adds,  "there  was 
no  way  for  Takashimaya  to  compete  in 
this  country  if  they  put  a  face  forward 
that  looks  like  everyone  else's." 

Creating  the  proper  image  has  always 
been  important  to  Takashimaya,  as  it  is 


to  all  Japanese  companies.  "They  like 
make  money,  but  they  also  want 
make  a  statement,"  says  Walter 
Levy,  chairman  of  Levy  Kerson  As: 
ciates  Inc.,  a  retailing  consultant.  Ev 
in  Japan — where  department  stores  t 
ditionally  sell  art  and  host  cultural  p 
grams — art  activities  are  designed 
add  more  to  Takashimaya's  reputati 
than  its  galleries  add  to  its  top  line.  Ai 
lysts  estimate  the  company's  art  saL 
which  lose  money,  at  $175  million  of 
$12  billion  in  total  sales. 
MISCALCULATION.  The  1980s  seemed  li 
a  good  time  for  Takashimaya  to  burni 
its  image  in  the  U.  S. — reaching  beyo 
the  Japanese  residents  and  tourists 
attracted  to  a  small  shop  established 
1958  as  the  first  overseas  Japanese  ( 
partment-store  branch.  It  made  sen 
for  Takashimaya  to  exp( 
the  tradition  of  departme 
store  galleries  to  the  U. 
Moving  art  from  its  standa 
spot  at  the  top  of  Japane 
stores  to  street  level  was  ps 
of  an  attempt  to  bridge  t 
two  cultures.  Takashima 
will  offer  educational  pi 
grams  there,  besides  showi: 
art  priced  from  $500 
$100,000.  Gumpert  confin 
art-world  gossip  that  the  g 
lery's  budget  is  "equivalent 
that  of  a  small  museum's." 

With  stakes  that  high,  1 
kashimaya  is  standing  p; 
Tyler  says,  even  thouj 
"when  Takashimaya  pi 
chased  the  land  they  didi 
expect  the  [economic]  cycle 
be  like  this."  If  alterations  a 
needed,  she  adds,  the  m( 
chandise  mix  could  change 
"whatever  the  consumer  c 
mand  is  for."  Retail  cons' 


tant  Walter  Loeb  predicts  Takashima; 
eventually  will  do  just  that:  The  stoi 
he  believes,  will  branch  out  into  fi 
fashion  lines  to  remain  viable.  For  no 
though,  the  gallery  stays  put,  perha 
teaching  Westerners  as  much  about  t 
Japanese  art  of  saving  face  as  it  do 
about  Asian  art  itself. 

By  Judith  H.  Dohrzynski,  with  Ju~ 
Tilsncr.  in  New  York,  and  Hiromi  Uchi 
in  Tokyo 
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It's  a  tribute  to  the  way  we 


So  what'll  it  be?  A  salary 
ifreeze?  Reduced  bonuses?  approach  your  bus  ness  we  ask 

Your  company  car?  Or  a 
new  ROLM  phone  system? 


Stumped?  We  suggest  you  start  enormous  revenue  gains.  West 
'ith  the  ROLM  phone  system.  Capital  Financial  Services,  for 


It's  the  difference  between 
lerely  trimming  the  fat  around 
Dur  company  and  turning  it 
to  muscle. 
Talk  to  our 
jstomers.  You'll  hear 
efore-after 
:ories  that 
Dund  like 
usiness  school 
ase  studies. 
'Vith  operators 
andling  four  times 
:s  many  calls  per 
ay  Collection  agents  making  six 
veeks'  worth  of  calls  in  four  days 
And  abandoned  call  rates  down 
-om  30%  to  under  \%. 
Then  there  are  the  infinitely 


lore  interesting  stories  of 


example,  pulled  in  a  colossal  357% 
of  their  previous  year's  revenues. 


questions.  We  watch  the  way 
you  work.  Then  we  develop  a 
customized  solution  that  lets  you 
work  more  productively 

For  a  free  video  showing  how 
we've  helped  a  number  of 


n  fact,  many  of  our  customers 
report  their  ROLM  systems  have        businesses  work  more  profitably, 


paid  for  themselves  in 
a  matter  of  months. 

Not  surprisingly 
our  customers 
awarded  us  the 
highest  overall  ratings 


ROLM  IS  part  of  the 
Siemens  family. 

The  world's  largest 
private  communication 
systems  manufacturer 


give  us  a  call  at 
I-800-ROLM-I23. 

And  leave  all  those 
drastic,  morale-squashing 
cost-cutting  measures 
to  someone  else.  Your 


in  the  three  most  recent  Customer       competitors,  for  instance. 

Satisfaction  Surveys  conducted  by  IBflBI  Hfll 

n  t  A    .  Hlllllll 

Dataquest-,  a  leading  independent 

A  Siemens  Company 
research  firm.  ©1993  Rom, 
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THE  HNE  PRINT 

Selected  insights  from  deep 
inside  President  Clinton's 
paper-efficient  )994  budget 
proposal,  released  Apr.  8: 

Annual  deficit  reduction  agreed 
to  in  1990  budget  $28  billion 
Annual  deficit  reduction  in 
Clinton  budget       $20  billion 

Cut  in  size  of  Soviet  army 
by  1992*  50% 
Proposed  cut  in  U.S.  military 
personnel  by  1996  33% 

Increase  in  national  debt 

During  first 

Reagan  term       $654  billion 

Second 

Reagan  term  $1,040  billion 
Bush  term  $  1,462  billion 
Clinton  term*  $  1,479  billion 
Length 

Clinton  budget  1,492  pages 
1992  budget  2,652  pages 
1983  budget     2,496  pages 

•ESTIMATE  DAT*  BUSINESSWEEK 


BAD  SIGNALS  AT  HOME 
SHOPPING  NETWORK 


►  Si.ifc'cial,  une-tinif  offei':  onv 
reiilly  battered  stock.  Hnmr 
Shopijin,u'  Network  took  a 
poun(lin_u  when  Liberty  Me- 
dia withdrew  its  $(142  million 
offer  to  acquire  tlie  ■'>■'>'  <  of 
HSX  it  doesn't  own.  Then,  itSN 
reported  a  second-(|uarter 
loss  of  $20  million.  Hsx 
shares  fell  to  $5.7."),  from  $8 
earlier  this  year. 

In  backing  off  the  buy. 
Liberty  cited  media  reports 
of  a  grand-jury  investigation 
and  pending  lawsuits.  One 
suit,  filed  by  a  former  HSX 
general  counsel,  alleges  im- 
proper financial  dealings  in 
which  HSN  executives  and 
others  profited  at  sharehold- 
er expense.  HSN  has  denied 
any  improprieties,  but  it  and 
Liberty  declined  comment. 


INTEL  TAKES  A  BOUNCE 
ON  THE  STREET 


►  Few  companies  can  top  the 
turbocharged  first-quarter 


results  from  semiconductor 
makers  Intel  and  Motorola. 
Spurred  l)y  sales  of  its  hot- 
selling  4S6  microprocessor, 
Intel's  earnings  nearly  tri- 
pled, to  $548  million.  At  rival 
Motorola,  sales  of  both  chips 
and  such  wireless  products 
as  cellular  jihones  soari'd, 
pushing  u|)  profits  (vf  -,  to 
$204  million.  While  Motoro- 
la's outlook  remains  bright, 
Wall  Street's  initial  euphoria 
with  Int(_'i  gave  way  to  fear 
that  it  can't  sustain  its  stel- 
lar performance.  After  boost- 
ing Intel  by  4'A,  to  llT'/i,  on 
the  Apr.  12  news,  investors 
reversed  course  the  next  day, 
driving  the  stock  down  to 
112%. 


THE  AGNELLIS 
DISCOVER  THE  U.S. 


►  Italy's  supen-icli  Agnelli 
clan,  a  year  after  failing  to 
take  (i\ei'  b'rench  l)0ttled-wa- 
ter  grou})  Souive  Perrier,  has 
set  its  sights  on  the  U.  S.  In  a 
deal  announced  Apr.  12,  the 
Agiielh's  Luxembourg-based 
overseas  investment  arm 
Ifint  is  picking  up  minority 
stakes  in  IS  Ann'rican  com|ja- 
nies  ranging  from  (ieorgia 
Marblt'  and  \ilaniiii  retailer 
General  Xuti'ilion  to  K-llI 
Comniunicatinns,  publishei'  of 
Sc re  1/  fee  1/  magazine.  The 
seller:  P'irst  Chicago.  The 
price:  $.'!()(l  million.  More  V .  S. 
deals  could  be  on  the  way  for 
the  Agnellis,  who  control  Ita- 
ly's $41-billion-in-sales  car 


THERE'S  GOLD  IN  THAT  THAR  HILLS 


Carla  A.  Hills  hasn't  let  any 
grass  grow  under  her  feet  since 
the  Clinton  folks  hit  town.  In 
short  order,  in  fact,  the  former 
U.  S.  Trade  Representative  has 
become  perhaps  the  most  popu- 
lar ex-Bushie  in  Washington. 
She  has  joined  the  law  offices  of 
Shea  &  Gould  and  is  choosing 
from  a  raft  of  corporate  direc- 
torships. Hills  has  been  nominat- 
ed for  the  boards  of  United  Air- 
lines, Time  Warner,  Alc,  and  Chevron.  Others  are  in  the  woi 
Then,  there's  the  new  consulting  firm,  Hills  &  Co.  Join 
her  in  that  venture  is  former  deputy  Julius  L.  Katz,  cl 
negotiator  on  the  North  American  Free  Trade  Agreement.  ' 
firm  will  advise  clients — which  include  an  investment  bank  ; 
an  accounting  firm — on  international  trade  and  investment 
will  also  do  "problem  solving"  for  exporters  entering  fore 
markets.  Hills  says  she  won't  represent  foreign  clients  bef 
the  U.  S.  government.  Maybe  she  doesn't  have  the  time. 


group  Fiat.  After  the  First 
Chicago  deal,  Agnelli's  Ifint 
still  has  .$700  million  in  cash 
in  its  coffers. 


BARRIERS  MAY  FALL  ON 
TRANSATLANTIC  CALLS 


►  Call  it  tit  for  tat.  British 
Telecommunications  in 
March  asked  U.  S.  regulators 
for  ijermission  to  link  U.S. 
phone  customers  with  Brit- 
ain. Curi'ently,  i;'r  may  only 
[jrovide  service  from  Britain 
to  the  U.  S.,  while  calls  in  the 
o[)posite  direction  must  use 
an  American  carrier.  On  Apr. 
15,  ATWT  was  to  ask  for  ap- 
proval to  do  the  same  thing — 


ABOUTA/^>NUTt  AFlEpv 
nAILING  HER  FIFTELN 
HARD- EARNED  DOLLARS  TO 
UNITED  WE  STAND  AfiE RICA, 
mS.  CLIZABETH  SMOOQ 
REALIZES  SHE  HAS  JUS- 
SENT  MONEY  TO  A 
BILLIONAIRE. 


,    "^ftH  fINO  IT  \ 


in  the  other  direction, 
course.  A  government  0, 
of  either  company's  recju 
would  overturn  decades  of 
ternational  telecommuni 
tions  policy,  in  which  nat 
cai'riers  control  outbot 
calls.  Neither  nation  will  li 
ly  ap]jrove  the  change  unl 
the  other  agrees,  too. 


TACO  BELL'S 

ROCKY  HORROR  SHO\ 


►  When  a  squirrel  and 
moose  leave  Frostbite  Fa 
Minn.,  for  Hollywood,  thii 
are  bound  to  go  wrong.  S 
enough,  on  Apr.  12,  Taco  I 
announced  it  was  recall 
80,000  inflatable  balls  feat 
ing  cartoon  icons  Rocky  j 
Bullwinkle  after  kids  got  ( 
zy  trying  to  blow  them 
Then  there  was  the  coast 
coast  publicity  trip  by  Ro( 
and  Bullwinkle  in  a  '62  Ch 
rolet  Impala  convertible.  1 
promotion  was  supposed 
convince  McDonald's  fan  ] 
Clinton  to  alter  his  eat 
habits.  But  the  Los  Ange 
send-off  was  scrapped 
lack  of  interest  as  a  result 
the  Rodney  King  trial.  Co 
it  get  worse?  Well,  instead 
ending  up  in  Washington, 
two  landed  in  Clinton,  A 
At  least  that  blunder  was 
the  script. 


i 
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C  anon  U.S.A.,  Inc 


"Its  my  job  to  buy  copiers. 
I  have  to  make  the  right  decision!' 


VZ  hen  buying  high-volume 
W 


copiers  for  your  company, 
ou  have  to  make  the  right  deci- 
on  the  first  time. 

That's  why  we're  proud  to 
ffer  The  Corporate  Line  of 
ighly  productive  high-volume 
Dpying  systems- copiers  uniquely 
reated  for  the  demands  of  companies  like  yours. 

The  Corporate  Line,  featuring  the  NP  9800  and  NP 
360,  was  designed  for  durability  day  in  and  day  out. 
'hese  copiers  take  productivity  beyond  delivering  more 
;Dpies  per  minute.  With  fast  first  copy  speeds  so  your 


THE  CORPORATE  LINE 


people  spend  less  time  completing  short 
runs.  The  Corporate  Line  also  features 
sophisticated  document  handling  and 
finishing  capabilities  for  complete 
stapled  sets  at  the  touch  of  a  button. 
And  innovations  like  the  largest  paper 
capacities  in  the  industry,  so  your 
people  spend  less  time  at  the  copier  and 
more  time  working. 

The  Corporate  Line  from  Canon.  For  eleven  years, 
America's  #1  copier  company  And  now  the  new  power  in 
high-volume  copying.  To  find  out  why  we're  the  right 
decision  for  you,  call  1-800-OK-CANON. 


Come  see  the  Canon  Greater  Harttord 
Open  Golf  Tournament  June  24-27. 
or  watch  it  on  CBS  (June  26-27.) 


Cation 


Merrill  Lynch  is  a  full-service  firm. 

That  means  that  through  your 
Financial  Consultant  you  get  access 
to  a  wide  range  of  experts 
at  no  additional  cost 
Can  your  brokerage  firm  say  that? 


Merrill  Lynch 

A  tradition  of  trust. 
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HY  BILL  CLINTON 
S  TEACHERS'  PET 


^  eform,  says  the  dictionary,  means  "removal  of  faults  or 
9  abuses"— not  a  comforting  idea  to  the  established  order. 

So  why  are  educators  smiling  at  the  prospect  of  Clin- 
s  school-reform  package,  likely  to  be  unveiled  by  Education 
■retary  Richard  W.  Riley  in  late  April?  "It's  terrific,"  crows 
la  Rosenberg,  assistant  to  American  Federation  of  Teachers 
■sident  Albert  Shanker.  "A  breath  of  fresh  air." 
u'foiTners  had  hoped  that  Clinton  would  do  what  he,  as  Ar- 
:-as  governor,  had  lu'ged  of  George  Bush:  Use  the  influence 
I  lie  federal  government  to  prod  states  and  local  school 
lids  to  innovate.  Riley's  draft 
n  does  offer  a  nod  to  some  favor- 
reform  schemes.  To  qualify  for 
/V  federal  funds,  schools  would 
/e  to  tell  Washington  how  they 
uld  boost  high  school  graduation 
es  and  raise  student  achievement 
English,  math,  science,  foreign 
guages,  arts,  and  social  studies, 
t  when  it  gets  to  specifics,  the 
n  bogs  down  in  edu-babble. 
ites  are  encouraged  to  set  stan- 
ds of  "high-quality  instruction" 
teachers  and  to  improve  the  "ex- 
it to  which  teachers  and  adminis- 


RILEY  OF  EDUCATION:  WHAT,  ME  EXPERIMENT? 


tors  have  ready  and  continuing  access  to  the  best  knowl- 
?e  about  teaching,  learning  and  school  improvement." 
MfARDlNG  FRIENDS.  What's  missing?  All  of  the  more  radical 
brm  ideas.  The  politically -explosive  issue  of  equalizing 
iding  between  rich  and  poor  school  districts  is  avoided, 
mands  for  breaking  education  schools'  lockhold  on  teacher- 
.ining  have  been  dropped.  But  perhaps  most  significant  is 
i  fate  of  school  choice.  In  his  campaign  book.  Putting  People 
-St,  Clinton  called  for  "helping  states  develop  public-school 
)ice  plans."  But  the  idea  of  letting  parents  choose  freely 
m  among  competing  public  schools,  a  notion  regarded  as 
ruptive  by  teachers,  administrators,  and  school  boards, 
:s  only  passing  reference  in  the  plan. 


The  failure  of  the  plan  to  push  hard  for  more  experiments 
with  choice  isn't  surprising.  Teachers  unions,  l)oth  the  AFT  and 
the  larger  and  more  hidebound  National  Education  Assn., 
were  early  and  enthusiastic  backers  of  the  Clinton  campaign. 
They  provided  critical  support  in  early  primaries.  And  now  it 
may  be  payback  time.  "The  Administration  has  taken  gi'eat 
pains  to  reward  their  friends,"  grumbles  a  Republican  House 
aide.  "The  teachers'  unions  are  certainly  part  of  that." 

The  GOP,  along  with  some  conservative  Democrats,  will 
make  a  stab  at  adding  school  choice  and  other  reform  ideas  to 
the  package  once  it  gets  to  Con- 
gress. But  stronger  pressure  will 
assault  the  plan  from  the  opposite 
direction.  Because  of  the  budget 
crunch,  the  Administration  is  pro- 
posing only  $422  million  in  new  aid 
to  elementary  and  secondary  edu- 
cation, a  paltry  increase  over  the 
$10  billion  budgeted  this  year.  Some 
Democrats  are  far  from  satisfied. 
"For  the  last  12  years,  we've  been 
cooling  our  heels,"  says  one  Capitol 
Hill  staffer.  "There's  a  lot  of  pent-up 
demand  for  spending."  States,  too, 
are  clamoring  for  more  federal  fund- 


ing, especially  if  Washington  is  turning  up  the  heat  on  them  to 
raise  standards.  Federal  fimding  now  covers  only  about  7%  of 
school  budgets. 

But  Clinton  will  have  plenty  of  allies  helping  him  keep  his 
plan  together  on  the  Hill.  None  will  be  stronger  than  the 
2.1  million-member  NEA.  The  big  union,  of  course,  wouldn't 
mind  seeing  more  federal  money  for  schools.  But  it's  so  happy 
with  Professor  Clinton  that  it's  sending  daily  faxes  to  its 
state  affiliates  promoting  his  agenda  and  has  already  set  up  an 
office  to  boost  his  reelection.  "We've  hooked  our  finger  in 
his  belt  loop,"  says  a  union  official.  And  that  may  be  what's 
keeping  Clinton  from  more  meaningful  education  reform. 

By  Christina  Del  Valle  in  Washingtcm 


IPITALWRAPUPI 


EALTH 


Hillary  Rodham  Clinton's  role  in  for- 
mulating health-care  reform  may 
e  controversial,  but  she's  still  plan- 
ing to  take  a  higher  profile  as  the 
Ian  moves  toward  completion.  The 
eason:  Linking  the  proposal  to  the 
'irst  Lady  increases  support  among  a 
ey  swing-voter  group.  Democratic 
ollster  Celinda  Lake  focused  on  "cau- 
cus reformers"— the  15%  to  18%  of 
oters  who  favor  change  but  worry 
liat  it  will  go  too  far  and  hurt  the 
luality  of  care.  Among  this  disparate 
roup,  ranging  from  union  households 
3  suburban  Republican  women,  53% 
ivor  "President  Clinton's"  health-care 


proposal.  But  when  asked  about  a  pro- 
posal drawn  up  by  "President  and  Hil- 
lary Clinton,"  backing  rises  to  66%. 

SECRECY  

j  ow  many  economists  does  it  take 
I  to  run  a  National  Economic  Coun- 
cil? The  White  House  doesn't  want  you 
to  know.  It  declines  to  provide  the 
names  and  backgrounds  of  the  NEC's  19 
staffers,  though  outsiders  say  it  boasts 
more  lawyers  than  economists.  At  the 
top,  both  Director  Robert  E.  Rubin 
and  deputy  Gene  Sperling  are  attor- 
neys. A  second  deputy,  W.  Bowman 
Cutter,  was  trained  as  an  economist 
but  has  spent  his  career  as  an  execu- 
tive and  business  consultant. 


EMBARRASSMENTS 


The  Commerce  Dept.,  charged  with 
protecting  copyrights,  can't  seem 
to  keep  its  skirts  clean  at  home.  The 
agency's  inspector  general  has  found 
that  Commerce's  import-administration 
office  still  hasn't  paid  for  $120,000 
worth  of  pirated  software  found  in  its 
computers  in  1990  after  a  tipster  com- 
plained. The  ig's  report,  requested  by 
House  Energy  &  Commerce  Committee 
Chairman  John  D.  Dingell  (D-Mich.), 
found  that  only  some  of  the  illegal  per- 
sonal-computer software  had  been  ex- 
punged. The  report  suggests  that  Com- 
merce work  out  a  financial  settlement 
with  software  publishers. 


-IINGTON  OUTLOOK 
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SOUTH  KOREA  I 


SPRING  CLEANING 
IN  SEOUL 


Kim  is  fast  purging  politicians  and  revamping  the  economic  system 


At  Seoul's  Hankook  University  of 
P\)reifj;n  Studies,  a  hotbed  of  radi- 
calism, students  normally  would 
be  busy  gearing  up  for  their  annual  anti- 
government  riots.  The  springtime  dem- 
onstrations nearly  always  end  in  nasty 
confrontations  with  police,  costing  sever- 
al lives.  But  this  year,  the  students  have 
abandoned  the  streets  for  study  halls 
and  soccer  matches.  And  elsewhere  in 
Seoul,  businessmen  who  in  the  past 
spent  long  lunches  carjjing  about  eco- 
nomic policy  and  governmental  inertia 
are  now  waxing  enthusiastic  about  Ko- 
rea's "political  revolution." 

It's  an  astonishing  change  of  mood. 
Just  two  months  into  his  presidency, 
Kim  Young  Sam  is  moving  with  unex- 
pected vigor  and  political  skill  to  pull 
South  Korea  out  of  a  cri- 
sis of  confidence.  Once 
considered  a  lightweight 
who  had  no  trouble 
switching  parties  and 
principles  to  propel  his 
career,  Kim  is  surprising 
the  pundits.  As  the  first 
genuine  civilian  to  win 
the  presidency  of  Korea 
since  19.56,  he's  launch- 
ing a  frontal  assault  on 
the  entrenched  i)Ower 
brokers.  He  has  boldly 
fired  generals  too  close 
to  former  regimes,  curbed  Korea's  noto- 
rious intelligence  apparatus,  and  forced 
corrupt  politicians  out  of  office,  includ- 
ing the  speaker  of  the  National  Assem- 
bly. A  dozen  other  political  heavy- 
weights, including  Kum  -Jin-Ho,  brother- 
in-law  of  former  President  Roh  Tae 
Woo,  have  l)een  publicly  reprimanded. 

But  the  acid  test  for  Kim  will  be 
sparking  a  rebound  of  Korea's  economic 
prospects,  -which  have  soured  in  the  past 
couple  of  years  after  a  burst  of  opti- 
mism in  the  1980s  (charts).  Along  with 
his  political  purges,  the  new  President 
recently  announced  a  100-day  plan  that 
will  slash  interest  rates  and  includes  $2 
billion  in  subsidized  loans  to  help  im- 
prove the  lot  of  small  businesses.  He's 
promising  to  eliminate  hundreds  of  regu- 


Skeletons  in  the 

CLOSET  liAVE 
TOPPLED  THREE 
MINISTERS,  FIVE 
VICE-MINISTERS, 
AND  THE  MAYOR 
OF  SEOUL 


lations  and  open  the  economy  more  to 
foreigners  in  hopes  of  lowering  prices 
and  increasing  competitiveness. 

Kim  is  attempting  nothing  less  than  a 
transformation  of  the  Korean  political 
and  economic  model.  He  wants  to  attack 
the  anticiuated,  corruption-ridden  finan- 
cial system  in  particular.  In  the  name  of 
"pain-sharing,"  he  has  won  promises 
from  the  chaebol,  Korea's  huge  con- 
glomerates, to  freeze  prices,  hoping  that 
workers  likewise  will  settle  for  modest 
wage  gains  this  spring.  Kim  put  the 
powerful  chaebol  on  notice  by  appoint- 
ing a  tough  bureaucrat  and  close  aide  as 
top  antitrust  enforcer.  His  showdown 
with  Chung  Ju-Yung,  founder  of  the 
Hyundai  group  and  an  opponent  in  the 
December  elections,  also  warned  the  big 
groups  that  they  should 
cooperate.  "I  think  the 
chaebol  tycoons  have  re- 
ceived his  clear  mes- 


sage, says  a  senior  ex- 
ecutive of  the  Samsung 
groui>. 

OFF  GOLF.  Because  he  is 
taking  on  so  many  pow- 
erful interests  at  once, 
Kim  needs  to  hold  on  to 
his  popularity  among  the 
country's  jaded  elector- 
ate. So  in  a  bow  to  Ko- 
rea's populist  stirrings, 
Kim  has  abjured  the  trappings  of  power. 
Gone  are  the  roadblocks  fanning  out 
from  the  presidential  Blue  House.  The 
swarms  of  police  that  once  guarded  gov- 
ernment ministries  have  disappeared. 
Kim  has  sworn  off  golf,  a  symbol  of 
wealth,  for  his  entire  five-year  term.  Of- 
ficials lunching  with  Kim  now  dine  on 
noodles,  not  the  French  nouvelle  cui- 
sine favored  by  President  Roh.  And  he 
says  he'll  take  money  from  no  one, 
breaking  with  a  long  tradition  of  bribes 
and  patronage.  He  is  also  cutting  off 
funds  to  the  gigantic  ruling  Democratic 
Liberal  Party,  which  was  forced  to  re- 
duce its  staff  by  half.  "The  transition 
from  hard-as-nails  authoritarianism  is 
just  .stunning,"  says  Chalmers  A.  John- 
son, an  Asia  expert  at  the  University  of 


KIM'S  CALLS  FOR 
ENDING  HIGH-LEVEL 
CORRUPTION 
AND  FOR 
"PAIN-SHARING" 
ARE  A  HIT  WITH 
THE  PUBLIC 


California  at  San  Diego.  "Korea  is  w 
out  doubt  the  most  democratic  coui 
in  Asia  right  now." 

Kim  is  using  this  wave  of  democr 
fervor  against  his  foes.  No  one  app( 
immune.  F]very  ruling-party  Natic 
Assembly  member,  at  Kim's  insiste; 
has  disclosed  his  or  her  assets,  revea 
long  records  of  using  inside  informa 
to  buy  up  lucrative  plots  of  land,  evei 
the  previous  government  sermoni 
against  it.  Even  the  opposition  De 
cratic  Party,  founded  by  Kim  Dae  Ji 
has  found  skeletons  in  the  closets 
many  of  its  own — though  they,  too,  c 
paigned  for  an  end  to  corruption.  ' 
disclosures  have  already  toppled  tl 
ministers,  five  vice-ministers,  and 
mayor  of  Seoul. 

The  question,  of  course,  is  how  1 
the  honeymoon  can  last.  Although  1 
has  shaken  despised  political  practice, 
their  foundation,  money  politics  is  d( 
rooted.  He  must  also  show  economic 
suits  soon  if  he  wants  to  keep  his  pc 
lar  support.  Gross  national  prod 
growth  sputtered  last  year,  at  4.77c, 
will  reach  an  annualized  37'  during 
first  quarter  of  this  year.  Few  ecc 
mists  expect  growth  of  more  than 
for  the  year,  which  is  still  anemic 
Korean  standards.  Capital  spending 
by  107'  last  year,  and  inventories 
bulging.  With  productivity  growth  t) 
ing  wages,  Korean  products  are  incn 
ingly  uncompetitive. 

The  100-day  plan  aims  to  jolt  the  e( 
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hack  to  life  by  later  this  year.  But 
iniiiists  are  mixed  on  whether  it  will 
■'('(1:  Some  fear  it  could  spark  infla- 

More  problematic  is  whether  Kim 

streamline  Korea's  stultifying  bu- 
i(  i-acy  and  financial  system, 
ai-ting  a  business,  for  example,  re- 
'  s  300  documents.  The  inefficient  fi- 

lal  system  is  larded 
I  extra  layers  of  em- 
'  cs  and  charges  197' 
s  al  interest — when 
ic>'  is  available.  Lim- 
'11  credit-card  use  de- 
is  consumption.  Ex- 
-  figure  that  67  to 

I  if  corporate  sales 

,i.':oes  for  bribes. 
ER  WEIGHT.  If  any- 
has  a  mandate  to  at- 
,  those  problems,  it  is 
1.  He  enjoys  broader 
pnrt  than  any  previ- 

Korean  President, 
I  an  approval  rating 
"•Iter  than  707.  Even 
usually  cynical  mass 
lia  are  in  a  swoon  over  Kim  and  are 
i\\  ing  his  lead  to  ferret  out  corrup- 

Politicians  and  executives  are  scur- 
i.l;  to  jump  on  the  bandwagon,  aban- 
mg  their  golf  memberships  and 
I'lisive  clubs.  Big  companies,  notori- 
ly  tyrannical  with  their  small-busi- 
^  suppliers,  are  promising  to  pay 
r  liills  promptly  instead  of  delaying 
months. 


Many  corporations  have  also  vowed  to 
nurture  small  and  midsize  companies 
which  generate  447  of  Korea's  <_;np  and 
407  of  its  exports.  The  powerful  Federa- 
tion of  Korean  Industries  has  offered 
$6.3  million  to  the  Korea  Federation  of 
Small  Business,  and  giant  trader 
Daewoo  Corp.  is  providing  small  compa- 


KOREA'S  SPUTTERING  GROWTH  MACHINE 
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nies  with  information  technology,  man- 
agement ideas,  overseas  tie-ins,  and  mar- 
ket intelligence.  In  addition  to  jawboning 
banks  to  lend  more  to  small  business, 
Kim  may  try  to  cordon  off  certain  indus- 
tries from  the  chaebol  to  give  small  com- 
panies a  chance. 

The  chaebol  are  responding  to  Kim's 
exhortations  in  part  because  he's  back- 
ing off  campaign  talk  about  curbing 


their  power.  "Assuming  they  play  by 
fair-trade  rules,  the  chaebol  will  be  free 
to  do  whatever  they  want,"  says  Deputy 
Prime  Minister  Lee  Kyung-Sik,  the  gov- 
ernment's top  economic  architect.  The 
new  administration's  easing  of  credit 
and  scrapping  of  regulations  also  pleas- 
es chaebol  leaders.  Most  important,  the 
chaebol  want  to  keep  down  this  spring's 
wage  hikes.  Labor  Ministry  officials  pre- 
dict wage  gains  this  year  could  be  lower 
than  last  year's,  which  averaged  197. 
NOISY  NEIGHBORS.  The  reason  Kim  and 
tlie  chaebol  appear  to  have  found  com- 
mon ground  is  that  Korea's  competitive- 
ness is  at  stake.  Exports  made  up  367  of 
Korea's  GNP  as  recently  as  1987  but  now 
account  for  307  of  the  economy.  Boost- 
ing growth  back  up  to  77'''  and  keeping  it 
there  means  getting  exports  back  on 
track.  Meanwhile,  Korean  companies 
grow  nervous  as  neighbors  from  Malay- 
sia to  China  catch  up  with  many  of  the 
country's  industries.  On  the  other  end, 
Japan  keeps  pushing  new  technology 
just  out  of  reach.  "We're  in  a  sandwich 
situation,"  says  Sakong  II,  chairman  of 
the  Institute  for  Global  Economics. 

It's  all  a  bold  gamble  to  remake  Korea 
from  the  bottom  up.  The  once  cautious 
Kim  is  attacking  every  ill  quickly,  as  if 
he  knows  he  hasn't  much  time.  So  far, 
he  has  neutralized  powerful  vested  inter- 
ests, although  they  could  regroup.  But  if 
Kim  can  maintain  momentum  on  the 
home  front,  his  success  could  ripple  out 
into  Korea's  foreign  relations.  Aides  say 
he  wants  to  settle  long-simmering  trade 
disputes  with  the  U.  S. 
With  veteran  negotiator 
Kim  Chulsu  as  Trade 
Minister  and  former 
Trade  Minister  Han 
Seung-Soo  as  ambassa- 
dor to  Washington,  the 
Koreans  hope  to  take  ad- 
vantage of  a  stronger 
economy  at  home  to  put 
relations  with  the  U.  S. 
on  a  new  footing. 

A  revitalized  economy 
also  could  help  the  Kore- 
ans regain  ground  lost 
to  Japan.  And  then 
there's  the  question  of 
reunification  with  Com- 
munist North  Korea. 
Kim  is  expected  to  be  conciliatory  and 
not  try  to  corner  Pyongyang  over  its 
development  of  nuclear  weapons  in 
hopes  of  developing  further  economic 
and  eventually  political  ties.  It's  an  ambi- 
tious agenda  at  home  and  abroad.  So 
far,  Kim  shows  no  sign  of  shying  away 
from  the  big  battles. 

By  Robert  Neff  luid  Laxmi  Nakarmi  in 
Seoul 
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THE  RULING  LIBERAL  DEMOCRATS  ARE  LOBBYING  FOR  MUCH  OF  THE  MONEY  TO  GO  TO  "NEW  SOCIAL  CAPITAL,"  SUCH  AS  COMPUTERS  FOR  SCHO< 


STIRRING  JAPAN 
OUT  OF  ITS  SLUMP 


Tokyo  is  pumping  $117  billion  into  the  economy.  Will  it  be  enough? 


When  Japan's  long-awaited  eco- 
nomic stimulus  package  was 
finally  unveiled  on  Apr.  18,  it 
drew  both  cheers  and  jeers.  Japan's 
most  pojjular  newscaster,  Hiroshi  Kume, 
quipped  that  it  offers  a  great  chance  for 
politicians  to  collect  bribes  from  contrac- 
tors. Top  American  officials  visiting  Ja- 
pan for  a  Group  of  Seven  ministers  con- 
ference thought  it  underwhelming.  But 
the  Tokyo  stock  market  heartily  ap- 
proved the  $117  billion  program.  The 
Nikkei  index  soared  by  4.3'?^,  sparking 
rallies  on  stock  exchanges  around  the 
world.  "The  market  believes  this  [jack- 
age  will  ensure  that  the  economy  hits 
bottom  soon,  if  it  hasn't  already,"  says 
Jason  James,  strategist  at  James  Capel 
Pacific  Ltd.  in  Tokyo. 

Despite  the  differing  assessments  of 
the  plan's  punch,  it  leaves  little  doubt 
that  Tokyo  is  finally  getting  serious 
about  its  slumping  economy.  This  is  Ja- 
pan's biggest  special  fiscal-stimulus  plan 
ever.  Few  economists  believe  it's  enough 
to  propel  growth  of  gross  national  prod- 
uct to  the  government's  3.3%  target  for 


this  fiscal  year,  from  an  estimated  1%  or 
so  last  year.  But  even  the  biggest  bears 
believe  the  new  spending  will  hype  GNP 
by  at  least  0.57''  in  real  terms. 

Big  business  is  on  the  bandwagon.  Ta- 
dashi  Sekizawa,  president  of  computer 
maker  Fujitsu  Ltd.,  says  the  plan  "is  one 
that  can  be  implemented  immediately 
and  is  sure  to  be  effective  in  lifting  the 
economy."  At  Keidanren,  the  Federation 
of  Economic  Organizations,  Yoshio  Na- 
kamura,  its  interna- 
tional economic  affairs 
director,  thinks  the 
plan  will  give  business 
and  consumer  confi- 
dence a  boost  bigger 
than  its  actual  contri- 
bution to  GNP  growth. 
If  so,  capital  invest- 
ment and  consumer 
spending  would  surge. 

But  there  are  also 
plenty  of  skeptics 
about  the  adequacy  of 
the  package.  They  in- 
clude senior  American 
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JAPAN'S  NEW 
SPENDING  PACKAGE 


Billions  of  dollars 

INFRASTRUCTURE 

$38.8 

BUSINESS  LOANS 

21.4 

LOCAL  PROJECTS 

20.4 

LAND  PURCHASES 

18.8 

HOUSING 

15.9 

TAX  CREDITS 

1.6 

TOTAL 

$116.9 

DATA:  BUSINESS  WEEK 

officials,  who  are  prodding  Japan 
boost  world  growth  by  revving  up 
economy  and  opening  its  markets.  Vi 
ing  U.  S.  Treasury  Secretary  Lloyd  B( 
sen  called  the  package  a  good  first  s 
but  warned:  "I  think  there  has  to  b 
continuation  of  stimulus  over  a  perioc 
years."  And  he  added:  "I  don't  want 
see  us  have  to  resort  to  protectionisi 
GUESSING  GAME.  Much  about  the  plai 
still  vague.  Financing  is  to  come  from 
as-yet-undetermined  combination 
postal  savings  and  pension  funds,  c 
struction  bonds,  and  local-governm 
money.  The  money  will  largely  go 
public  works  (table).  Beyond  the  us 
bridges,  roads,  dams,  and  ports,  the  i 
ing  Liberal  Democratic  Party  is  push 
for  much  of  the  money  to  be  spent 
what  it  calls  Shin  Shakai  Shihon, 
New  Social  Capital, 
though  details  have 
been  decided  yet,  I 
politicians  have  tall 
in  terms  of  inve 
ments  in  hospitals, 
tical-fiber  networ 
and  other  equipmc 
such  as  computers 
schools  and  univers 
labs.  This  has  the  lil 
of  Cray  Research  I 
hoping  for  several 
percomputer  orders 
Among  the  few  fi 
particulars:  a  big  j 
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At  The  Travelers  we  realize 
the  contribution  your  company's 
employees  make.  This  is  why  we 
help  our  customers  reduce  loss 
costs  by  focusing  on  the  human 
side. 

Through  our  innovative  pro- 
gram of  injury  prevention,  we 
work  with  you  to  cut  down  on 
claims  and  costs  by  keeping  your 
employees  healthy  and  on  the  job. 
For  one  customer  this  helped  cut 
accidents  by  50%  —and  saved 
$1.5  million  in  the  process. 

We  also  place  an  emplmsis  on 
getting  your  people  back  to  work 
quickly — accelerating  claim 
response  time  while  managing  the 
quality  and  cost  of  medical  care. 

Our  commitment  to  reduc- 
ing loss  cost  is  just  one  of  the 
reasons  we  maintain  a  consistent 
95%  retention  rate  among  our 
large  commercial  accounts. 


Even  though  we've  helped  save  American  business  over 
$300  million,  we  know  that  most  accidents  cost  more  than  money 
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All  backed  by  129  years  of 
experience  and  the  understanding 
tliat  when  it  comes  to  your 
company's  employees,  any 
accident  is  one  too  many. 

Thelraveler^ 
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spawning  public-works  project  that  will 
bury  thousands  of  miles  of  electrical  ca- 
bles and  a  plan  to  rev  up  housing  con- 
struction through  low-interest  loans  and 
tax  incentives.  Finance  Ministry  officials 
s;iy  the  rest  of  the  details  will  be  ham- 
nu-red  out  in  time  for  the  current  Diet 
session  to  approve  a  supplementary  bud- 
get by  about  June  20.  No  money  has  yet 
been  earmarked  for  imports.  Officials 
will  only  say  that  "due  consideration" 
will  be  given  to  foreign  products. 

The  official  waffling  hasn't  stopped  in- 
vestors from  guessing  where  the  good- 
ies will  go.  Construction  stocks  have 
shot  up  amid  all  the  rumors,  and  the 
proposed  housing  stimulus  has  brought 
investors  flocking  to  such  companies  as 
condominium  maker  Daikyo  Inc.,  up 
about  607'  from  lows  this  year.  The  like- 
lihood of  big  spending  on  computers  and 
telecommunications  has  sent  share 
prices  of  Japanese  electronics  giants 
soaring.  Tadahiro  Sekimoto,  president  of 
NEC  Corp.,  has  been  stumping  for  social 
spending  since  last  fall.  The  company 
expects  about  $18  billion  in  this  part  of 
the  package.  NEC's  stock  is  up  about  60' ' 
from  a  month  back,  and  Fujitsu's  stock 
is  up  SO''''. 

'POTENT.'  The  giant  proportions  of  the 
package  are  the  result  of  intense  lobby- 
ing by  the  LDP,  with  Hiroshi  Mitsuzuka, 
head  of  the  party's  Policy  Research 
Council,  leading  the  way.  Mitsuzuka 
started  pushing  fiscal  conservatives  at 
the  Finance  Ministry  for  a  huge  spend- 
ing plan  even  before  the  official  budget 
for  the  current  fiscal  year  passed.  The 
LDP  didn't  get  everything  it  sought,  how- 
ever: Deep  tax  cuts  of  $8.8  billion  were 
being  talked  about  last  month,  but  only 
$1.3  billion  came  through  in  the  package. 

The  compromise  hammered  out  is  at 
least  an  improvement  on  last  August's 
$95  billion  package,  which  was  largely 
recycled  government  spending  and  short 
of  fresh  projects.  "It's  large,  timely,  and 
potent,"  says  Robert  A.  Feldman,  an 
economist  at  Salomon  Brothers  Asia 
Ltd.  in  Tokyo.  He  reckons  the  new  pack- 
age has  $73  billion  in  real  money — new 
spending  that  will  produce  genuine  de- 
mand. But  Feldman  expects  some  of  the 
loans,  land  purchases,  and  public  works 
projects  to  be  held  up  by  jjolitical 
bottlenecks. 

More  stimulus  could  be  on  the  way. 
While  such  indicators  as  money  supply 
and  car  sales  have  turned  up,  the  Japa- 
nese economy  is  still  weak.  The  Keidan- 
ren's  Nakamura.  for  one,  thinks  Japan 
may  need  another  dose  of  fiscal  medi- 
cine later  this  year.  That  means  the  LDP 
and  Finance  Ministry  may  go  back  in  the 
ring  to  bang  out  another  deal. 

By  Robert  Neff  and  Larri/  Hoi  yoke  in 
Tokyo 
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A  VERY  WISE 
EASTERN  PHILOSOPHY 


Elizabeth  Allan  bet  heavily  on  the  Nikkei  last  July — and  liit  the  jackpot 


Last  July,  as  the  Nikkei  stock  aver- 
age plummeted  and  fears  of  a  fi- 
nancial meltdown  spread,  a  news 
item  landed  on  Elizabeth  J.  Allan's  desk 
at  the  New  York  offices  of  the  mutual- 
fund  group  of  Scudder,  Stevens  &  Clark 
Inc.  The  Bank  of  Japan,  it  said,  was 
lending  to  troubled  banks  at  low  interest 
rates.  "It  was  one  of  those  moments 
when  something  goes  off  in  your  head," 
recalls  Allan.  "That  was  the  signal  they 


ALLAN:  SEEKING  OUT  JAPAN'S  "BLUE  CHIPS  OF  TOMORROW 


were  going  to  draw  the  line"  to  keep 
things  from  deteriorating  further. 

The  central  bank's  move  was  also  just 
the  pretext  that  Allan  needed  to  start 
shoveling  cash  into  Japanese  stocks.  Not 
that  she  needed  much  of  an  excuse.  A 
Scudder  principal  who  manages  the  31- 
year-old  Japan  Fund's  $514  million  in  as- 
sets, Allan  had  ridden  the  Nikkei  all  the 
way  down  from  its  high  of  38,916  in 
1989.  Still,  Allan,  40,  never  lost  faith. 
"What  makes  a  success- 
ful economy?"  she  asks. 
"One  is  a  highly  educated 
population.  The  other  is 
cash.  Japan  has  both." 

With  stocks  now  re- 
bounding past  20,000  as 
Prime  Minister  Kiichi 
Miyazawa  launches  his 
second  spending  program 
to  ease  Japan's  recession, 
Allan's  buying  spree  has 
proved  to  be  deft  market 
timing.  Since  last  Au- 
gust,  when   the  Nikkei 


THE  JAPAN  FUND 
LIFTS  OFF 


NET  ASSET  VALUE 
PER  SHARE 


JAN.  1,  93 
k  DOUARS 

DATA:  BRIDGE  INFORMATIOK  SYSHMS  INC. 


bottomed  out  at  14,309,  the  Jap; 
Fund's  net  asset  value  (chart)  has  soar 
45?;,  to  $11.30  per  share.  While  the  N 
kei's  recovery  has  lured  many  mon 
managers  back  to  big  multinationals,  i 
Ian  favors  "blue  chips  of  tomorrov 
lesser  companies  that  should  profit  fr( 
an  expected  rise  in  consumer  spendir 
expansion  of  trade  with  Asia,  and 
boom  in  telecommunications. 

Indeed,  while  Allan  long  has  own 
shares  of  Toyota  IV 
tor  Corp.,  her  larg( 
holding  is  Aoyat 
Trading  Co.,  a  mei 
clothier  that  h 
adopted  U.  S.  d 
counting  techniqu( 
She  also  likes  Nich 
Co.,  a  short-term  lei 
er  to  small  compan: 
whose  conservati 
standards  helped 
avoid  the  problei 
l)laguing  big  banks. 
'SO  NICE.'  Allan's 
terest  in  Japan  is 
surprise.  A  "langua 
freak"  who  cotton 
to  Asian  affairs 
Colby  College  a 
spent  her  junior  year  in  Osaka,  All 
earned  master's  degrees  at  Indiana  U 
versity  and  Princeton  before  joining  > 
mura  Securities  International  Inc. 
New  York.  That  led  her  to  Scudd 
which  sent  her  to  Tokyo  to  study  sm 
companies.  She  quickly  developed  ties 
video-game  maker  Sega  Enterprises  Ii 
and  other  growth  companies.  "Th 
were  so  nice,"  she  says.  "They  had  n( 
er  seen  a  Japanese  analyst,  much  less 
foreign  female  one." 

What's  ahead  for  t 
Nikkei?  Allan  says 
might  retreat  briefly.  E 
her  long-term  outlook 
undimmed.  Last  summ 
Allan  opened  Japan  Fu 
accounts  for  her  ti 
daughters,  aged  3  and 
Is  she  still  comfortal 
with  the  move?  "I'm  ve 
happy,"  she  grins.  So  £ 
her  shareholders. 

By  Will  id  III  Glasgnll 
Xcir  York 
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You  see  your  priorities  clearly.  Both  personal  and  financial. 

You  carry  the  Optima"'''  Card.  And  count  on  unparalleled 
American  Express  service  to  be  there  tor  you. 

You  appreciate  the  individual  way  your  interest  rate, 
currently  a  low  14.25%  for  purchases*  reflects  the 
responsible  way  you  manage  your  account. 

And  you  like  the  way  you  can  attain  an  even  lower  rate, 
currently  12%  for  purchases,*  simply  by  charging  $1,000 
or  more  in  a  year  and  paying  your  bills  in  a  timely  manner. 

So,  when  you  want  the  option  to  extend  payment  with 
a  real  advantage,  you  choose  the  Optima  Card. 


You  KNOW  WHAT  YOU'RE  DOING?' 


Oliiima  Cardmembers  in  good  standing  receive  an  Annual  Petceniage  Rare  for  purchases  that's  currenily  14  25%  |16  90%  (or  cash  advances]  Cardmembers  in  good  standing  over  a  12-month  review  period  with  al  least 
oiiii  year  of  tenure  on  their  American  Express  and  Optima  Card  accounts  who  spent  at  least  $1,000  on  the  Optima  Card  during  the  review  period  qualify  lor  an  APR  that's  currently  !2  00%  for  purchases  (16.90% 
!oi  cash  advances)  All  other  accounts  receive  a  competitive  APR  that's  currently  18,25%  lor  purchases  |18  90%  for  cash  advances)  All  rates  are  ad|usied  semiannually  based  on  the  Prime  Rate  as  listed  in  The  Wall 
jiiHet  Journal  The  annual  fee  for  the  Optima  Card  is  $  1 5  |$25  for  non-American  Express "  Cardmembers),  For  more  information  or  to  apply  call  1 -800-0PTIII/1A-6  ?  1933  American  Express  Cemurion  Bank, 


How  are  you  going  to  conduct  business  now? 


Scaling  back  was  difficult.  But  now  the  challenge 
is  to  create  a  new  working  arrangement  and  get  the 
most  out  of  your  remaining  players. 

And  that's  where  our  proprietary  knowledge 
base  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare  vour 
operating  practices  to  the  best  in  the  business 
world — within  your  own  industry,  and  across 
the  board. 

So  we  can  gain  insight  into  which  practices 
could  CTeate  a  new  working  harmon\'.  And 
bring  you  more  creative  ways  to  help  re-engineer 
your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ing resource  of  its  kind.  Driven  by  an  advanced 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
todav.  And  find  out  how  you  can  out- 
perform  the  competition — on  paper 
and  in  practice. 

Best  Practices. 
Putting  insight  into  practiced 
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'  AMPBELL-MANIA'  COULD 
I EEP  CANADA'S  TORIES  ON  TOP 


usl  two  months  ago,  Canada's  i-uling  Progix'ssive  Conser- 
\ative  Party  appeared  headed  for  a  crushing  defeat  in 
this  year's  national  elections,  with  support  mired  at  less 
20%.  But  since  Prime  Minister  Brian  Mulroney's  Fel).  24 
uincement  that  he  would  not  run  again,  his  party  has 
I'd  a  spectacular  resurrection.  Although  some  surveys 
•oint  to  a  tight  race,  a  new  Gallup  Canada  poll  shows 
>  the  Tories  select  Defense  Minister  Kim  Campl)ell  as 
lew  leader,  they  will  win  a  startling  50%  of  the  vote,  vs. 
-!!»%  for  the  opposition  Liberals, 
impbell's  emergence  as  a  strong 
late  to  become  Canada's  fir.st 
;i  Prime  Minister  has  triggered 
'urd  of  media  coverage  dubbed 
,)l)ell-mania."  The  46-year-old 
cr  fi"om  Vancouver  has  only  been 
f  on  the  national  scene  since  be- 
•lected  to  Parliament  in  1988.  An 
poken  feminist,  she  gained  prom- 
ce  in  an  earlier  stint  as  Justice 
t  er  by  pushing  to  toughen  Cana- 
ape  laws.  She  is  a  witty  speak- 
I)  is  unusually  frank  about  per- 
matters,   including  the  di- 


DEFENSE  CHIEF  CAMPBELL:  UNKNOWN  UNTIL  1988 


-her  second— that  she  recently  filed  for.  She  presents  a 
iig  contrast  to  the  buttoned-down  men  who  dominate 
iney's  Cabinet.  "Canadian  voters  are  very  unhappy  with 
;rrent  economic  and  political  situation,"  and  are  desper- 
seeking  a  fresh  face,  says  Gallup  Canada  Senior  Vice- 
■ient  Lorne  Bozinoff. 
!TH>  MULRONEY?  Campl:)ell  is  now  the  heavy  favorite  to  be- 
(■  Mulroney's  successor  at  the  Tory  convention  in  mid-June 
•Uawa.  She  would  then  lead  the  party  into  fall  elections, 
he  campaign  is  by  no  means  going  to  be  a  smooth  ride, 
le  she  is  pushing  to  change  the  face  of  Canadian  politics  by 
ging  in  more  women  and  minorities,  Campbell's  positions 
cey  economic  and  trade  issues  are  so  far  almost  identical  to 
roney's.  She's  a  strong  supporter  of  both  the  1989  U.  S.- 


Canada Free  Trade  Agreement  and  the  new  North  American 
Free  Trade  Agreement,  which  the  Conservatives  plan  to  rush 
through  Parliament  before  their  convention.  Despite  howls  of 
pain  from  those  losing  benefits,  she  vows  to  continue  Mul- 
roney's hacking  away  at  government  spending.  With  unem- 
ployment seemingly  stuck  at  11%,  quips  such  as  Liberal  lead- 
er Jean 'Chretien's  that  Campbell  is  "Brian  Mulroney  in  a 
skirt"  could  hurt  her  in  the  campaign. 

But  Campbell  may  still  outshine  her  lackluster  foes.  Chre- 
tien, 59,  is  viewed  as  a  shopworn  and 
ineffectual  politico  who  offers  few 
compelling  alternatives  to  Mulroney's 
policies.  The  francophone  Chretien's 
heavily  accented  English  turns  off 
some  Enghsh  speakers.  Meanwhile, 
the  hopes  of  the  leftist  New  Demo- 
cratic Party  (NDP)— which  favors  rip- 
Ijing  up  the  free-trade  deal  with  the 
U.  S.— have  been  dashed  by  the  pub- 
lic's disenchantment  with  the  NDP  pre- 
miers of  Ontario,  British  Columbia, 
and  Saskatchewan. 

Campl)ell  should  also  benefit  from 
the  impi'oving  economic  outlook.  Most 
experts  expect  the  economy  to  grow  3%  this  year— though 
without  creating  many  jol}s.  And  with  corporate  profits  set  to 
soar,  the  long-dormant  Toronto  Stock  Exchange  is  booming. 

A  wild  card  will  be  the  expected  big  vote  for  the  separatist 
Bloc  Queljecois  in  the  French-speaking  province  of  Quebec, 
which  could  mean  that  no  party  wins  a  clear  majority.  The  re- 
sult could  be  a  coalition  government,  with  the  Liberals  team- 
ing up  with  the  NDP  or  the  Conservatives  working  with  the 
Western-based  Reform  Party. 

Still,  Mulroney's  exit  has  undeniably  transformed  Cana- 
dian politics.  Before,  says  pollster  Angus  Reid,  a  Conservative 
victory  "was  mission  impossible."  Now,  the  Conservatives  are 


very  competitive  again. 


By  William  C.  Symonds  in  Toronto 


OBALWRAPUPI 


\LY:  RED  REVIVAL? 


taly's  former  Communists  could  turn 
out  to  be  the  big  winners  fi-om  the 
untry's  political  scandals.  Pressure 
likely  to  build  for  Prime  Minister 
uliano  Amato  to  step  down  following 
e  Apr.  18  referendum  on  electoral 
form.  If  he  does,  the  Party  of  the 
jmocratic  Left,  the  renamed  Com- 
jnists,  may  well  play  a  prominent 
le  in  a  transitional  government,  and 
ey  could  score  big  in  elections  ex- 
cted  later  in  the  year.  Recent  polls 
iw  make  the  pds  Italy's  leading  par- 
,  with  the  approval  of  more  than 
'%  of  the  electorate.  The  Commu- 
sts,  cut  out  of  government  for  40 


years,  have  been  relatively  .unscathed 
by  corruption  charges. 

Business  leaders  worry  that  a  red- 
tinged  government  could  frighten  in- 
vestors, breaking  a  recovery  that  is 
just  starting  to  roll.  The  export-led 
upturn  is  aided  by  a  30%  depreciation 
of  the  lira  and  low  inflation.  Labor 
costs  over  the  last  12  months  rose  only 
3%,  after  10%  jumps  in  1990  and  199i. 

SPAIN;  SHAKY  GONZALEZ   

After  10  years  in  power,  Spanish 
Prime  Minister  Felipe  Gonzalez 
faces  his  first  real  test  in  the  June  6 
parliamentary  elections.  Polls  show  the 
conservative  opposition  Popular  Par- 
ty, led  by  Jose  Maria  Aznar,  running 


even  with  Gonzalez'  Socialists.  While 
he  is  still  personally  popular,  Gonzalez' 
standing  has  been  hurt  by  financial 
scandals  and  20%  unemployment. 

With  the  race  narrowing,  Aznar  is 
toning  down  his  attacks  on  Gonzalez' 
economic  management.  Gonzalez  has 
pursued  tight  monetary  and  fiscal  pol- 
icies to  bring  Spain's  budget  within 
European  Community  guidelines  and 
keep  the  peseta  fi-om  falling  out  of  the 
European  Monetary  System.  Aznar  has 
said  that  the  government  should  do 
whatever  is  necessary  to  kick-start  the 
economy.  But  he  now  says  the  priority 
should  be  shoring  up  the  currency, 
which  is  being  threatened  by  political 
uncertainty. 


JATIONAL  OUTLOOK 
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HOW  A  QUIET 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


thing  over  the  last  half  century  about 
fitting  new  telecommunications  systems  into 
j,^v        existing  ones.  Even  more  than  technology,  it  takes 

ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow- 
ing. qD    Fujitsu  technology  and  timing  made 
the  first  self-healing  SONET  fiber  optic  ring  net- 
work in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
)hone.  And  made  America's  first  high-bandwidth  WBl  i-  .  ii 
urvivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
ervice  interruptions  caused  by  natural  or  man-made  disasters  virtually 
obsolete.  qD    When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
first  switching  system  capable  of  handling  everything  from  narrowband 
voice  to  broadband  video.  qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qD    Matching  resources  with  resource 
fulness  has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
vide the  answers  when  America's 
Bells  ring. 


cP 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


EXECUTIVE  PAY:  THE 
PARTY  AIN'T  OYER  YET 

REFORM  MAY  BE  IN  THE  WORKS...BUT  SO  FAR,  YOU  WOULDN'T  KNOW  IT 


An  unusual  thing  happened  in  the 
boardroom  at  Kmart  Corp.  last 
year.  Directors  on  the  compensa- 
tion committee  brought  in  their  own  con- 
sultant to  study  the  pay  of  Chief  Execu- 
tive Joseph  E.  Antonini  and  his  top 
management  team. 

It's  not  that  the  directors  necessarily 
thought  Antonini,  who  earned  $2.1  mil- 
lion last  year,  was  getting  too  much. 
Rather,  they  wanted  an  outside  perspec- 
tive from  someone  who  hadn't  been 
hired  by  the  chief  executive  or  his  hu- 
man-resources department.  "We  just  felt 
the  need  to  have  an  independent  view  to 
make  sure  we  were  on  the  right  track," 
says  Joseph  P.  Flannery,  who  heads  the 
committee.  True,  Flannery  says,  bring- 
ing in  a  consultant  could  make  the  CEO 
wonder  if  his  directors  really  trust  him 
and  his  advisers.  "But  I  think  it  is  a 
good  thing  to  do." 

PREEMPTIVE  STRIKE.  It  may  finally  be 
happening:  The  mounting  controversy 
over  the  growing  paychecks  of  Ameri- 
ca's CEOs — not  to  mention  the  finger- 
pointing  at  complacent  directors — seems 


to  be  goading  many  boards  into  action. 
Directors  are  devoting  more  time  to  the 
issue  of  compensation,  often  challenging 
the  assumptions  that  lie  behind  the  pay 
packages,  demanding  that  they  be  linked 
to  performance,  and,  as  at  Kmart,  hiring 
outside  consultants.  Some  boards,  con- 
sultants say,  have  even 
eliminated  stock-option 
grants  this  year,  while 
many  others  have  cut 
the  size  of  such  awards. 

The  reforms  surfacing 
in  the  nation's  board- 
fooms  are  partly  the  re- 
sult of  prodding  by  ac- 
tivist shareholders,  who 
have  been  protesting  the 
pay  practices  at  compa- 
nies ranging  from  Trav 


CEO  EARNINGS 

TOOK  A  56% 
LEAP,  MAINLY 
FROM  OPTIONS 
ON  STOCK 


elers  to  Martin  Marietta  and  Pacific  Tel- 
esis.  They're  also  a  preemptive  measure 
taken  by  Corporate  America  that  comes 
in  response  to  threats  from  Washington 
of  intervention  in  executive  pay.  And 
new  disclosure  rules  imposed  this  year 
by  the  Securities  &  Exchange  Commis- 


sion (page  62)  have  cast  a  spotlight  th£ 
has  spurred  the  reform  moves  on.  "] 
the  objective  was  to  curb  abuses  in  th 
marketplace,  executive-pay  disclosure  : 
working,"  says  Peter  T.  Chingos  c 
KMPG  Peat  Marwick.  "I  am  seeing  a  le' 
el  of  scrutiny  and  attention  to  detail 
have  not  seen  in  my  2 
years  of  consulting." 

It  sounds  like  a  tr 
umph  of  informatio 
over  secrecy,  of  boan 
room  independence  ove 
cronyism,  of  private  co 
porate  governance  ovc 
the  heavy  hand  of  regi 
lation.  Reform  is  indee 
in  the  air — but  don 
look  to  BUSINESS  WEEK 

43rd  annual  compensi 
tion  survey  for  evidence  of  that.  Th 
figures  here  are  bigger  than  evei 
Thanks  to  extraordinary  exercising  c 
stock  options — much  of  it  sparked  b 
President  Bill  Clinton's  vow  to  hike  pe 
sonal  and  corporate  income  taxes — tli 
average  CEO  of  a  big  U.  S.  corporatio 


THE  WIDENING  GAP  BETWEEN  CEO  PAY 
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THE  20  HIGHEST-PAID  CHIEF  EXECUTIVES... 


I  down  a  record  $3,842,247 
al  pay  last  year.  That's 
more  than  in  the  pre 
,s  year. 

ist  to  make  it  to 

Top  lU  Hst  this 
■,  a  chief  executive 

to  haul  in  more 
1  $22.8  million. 
>  a  few  years 
that  would 

■  been  enough 
apture  the  top 

But  the  stock- 
on  spiral  of  the 
)s  has  forced  the  numbers 
I'ningly  higher  and  higher, 
e  first  couple  of  times  CEOs 
\M  in  their  stock  options 
made  $5  million  or  more, 
1'  were  shocked,"  says  Mar- 
M.  Blair,  an  economist  at 
Brookings  Institution  who 
been   following  corporate- 

■  i-nance  issues.  "The  next 

or  so,  $10  million  wasn't 
lU'li,  and  20  different  people 
lied  to  make  that  much.  It 
takes  $50  million  or  $100  mil- 
to  surprise  anybody." 
VY  WINDFALL.  So,  surprise: 
ping  the  sweepstakes  last 

was  Thomas  F.  Frist  Jr., 
rman  and  chief  executive  of 
-Hospital  Corp.  of  America, 

brought  in  $127  million.  The 

majority  of  that  came  from 
k  options  Frist  received  when 
ed  a  leveraged  buyout  of  his 
hville  health-care  conglomer- 
in  1989.  The  company  went 
lie  again  early  last  year,  pro- 
ng his  windfall — and  a  tax 
ment  to  the  Internal  Revenue 
.'ice  of  $39  million, 
nd  surprise  again:  Frist  is  al- 
ly looking  like  a  piker.  In  early 
ember,  Michael  D.  Eisner  of 
t  Disney  Co.  realized  a  stun- 
:  $197  million  gain  on  stock  op- 
s.  That  will  almost  certainly 
jel  him  to  the  top  of  next  year's 

list.  But  because  he  exercised 
options  after  the  end  of  Dis- 
s  fiscal  year,  BUSINESS  WEEK  did 
include  them  in  his  1992  pay. 
nd  just  to  err  on  the  side  of 
•ion,  let's  call  Frist's  package  an 
inaly  and  exclude  it  from  the 
'  averages,  too.  Even  then,  the 

I  pay  for  the  average  CEO  of  a 
:e  U.  S.  corporation  reached 
!)4,296— a  sizable  42?^ 

II  the  previous  year, 
or  all  the  politically 
rect  noises  being 
le  in  the  boardroom, 
K'ap  between  the  ex- 
tive  suite  and  the 
:j  floor  continues  to 


increase 


1992  salary 
ond  bonus 


long-term 
compensation 


Total 
pay 


Thousands  of  dollars 


1  THOMAS  F.  FRIST  JR. 

Hosp.  Corp.  of  America 


$1,068     $125,934  $127,002 


2  SANFORD  I.  WEILL 

Primerica 


2,752 


64,883 


3  CHARLES  LAZARUS 

Toys  'R'  Us  


7,025 


4  LEON  C.  HIRSCH 

U.S.  Surgical 


1,695 


60,476 


5  STEPHEN  A.  WYNN 

Mirage  Resorts  


1,505 


6  ANTHONY  J.F.  O'REILLY 

H.J.  Heinz 


1,318 


35,600 


7  MARTIN  J.  WYGOD 

Medco  Containment 


807 


8.  WILLIAM  A.  ANDERS 

General  Dynamics 


7,849 


21,166 


9  RONALD  K.  RICHEY 

Torchmark 


2,136 


10  LOUIS  F.  BANTLE 

UST  Inc. 


2,701 


21,901 


n  REUBEN  MARK 

Colgate-Palmolive 


2,002 


20,816 


12  WALTER  J.  SANDERS  III 

Advanced  Micro  Devices 


2,965 


19,391 


13  JOHN  F.  WELCH  JR. 

General  Electric 


3,500 


14,470 


14  LEE  A.  lACOCCA* 

Chrysler 


1,528 


15,380 


15  EUGENE  P.  GRISANTI 

Int'l  Flavors  &  Fragrances 


900 


15,575 


16  ALAN  C.  GREENBERG 

Bear  Stearns 


15,832 


17  ROBERTO  C.  GOIZUETA 

Coco-Colo 


3,201 


12,017 


18  WALTER  E.  BARTLETT 

Multimedia 


856 


13,966 


19  CHARLES  N.  MATHEWSON 

Int'l  Game  Technology 


625 


14,170 


20  PHILLIP  B.  ROONEY 

Wheelabrator  Technologies 


—  11,216 


"Retired 


...AND  10  WHO  AREH'T  CEOS 


I  \ 


WORKER 

524,411 


TEACHER 

S34,098 


67,635 


57,206  64,231 


62,171 


36,500  38,005 


36,918 


29,400  30,207 


29,015 


24,432  26,568 


24,602 


22,818 


22,356 


17,970 


16,908 


16,475 


15,832 


15,218 


14,822 


14,795 


11,216 


1992  salary 
and  bonus 

Long-term 
compensation 

Total 
pay 

Thousands  of  dollars 

1  DONALD  R.  KEOUGH 

Pres.,  Coca-Cola 

$2,141 

$38,630 

$40,771 

2.  R.  DEREK  FINLAY 

Sr.  VP,  H.J.  Heinz 

542 

32,024 

32,566 

3  TURI  JOSEFSEN 

Exec.  VP,  U.S.  Surgical 

964 

26,362 

27,326 

4  WILLIAM  MURRAY 

Pres.  &  COO,  Philip  Morris 

1,608 

22,251 

23,859 

5  ROGER  A.  ENRICO 

Chmn.,  PepsiCo  Worldwide  Foods 

1,221 

14,524 

15,745 

6  JAMES  E.  CAYNE 

Pres..  Bear  Stearns 

14,729 

14,729 

7  JAMES  R.  MELLOR 

Pres.,  Generol  Dynamics 

3,853 

10,422 

14,275 

8  BEVERLY  F.  DOLAN 

Chmn.,  Textron 

2,230 

7,876 

10,106 

9  JACK  O.  BOVENDER  JR. 

COO,  Hosp.  Cp.  of  Am. 

382 

9,637 

10,019 

10  JEFFREY  H.  BROTMAN 

Chmn.,  Costco  Wholesale 

509 

8,749 

9,258 

H                                   DATA  STANDARD 

8.  POOR  S  COMPUSTAT  SERVICES  INC 

STORY 
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A  DOUBLE  GOLD  STAR— AND  TWO  BOOBY  PRIZES 


Iovell  Inc.'s  Raymond  J. 
Noorda  disdains  fancy 
cars  in  favor  of  a  rugged 
pictcup  truck  for  the  daily  drive  to 
his  corporate  offices.  The  founder 
of  the  immensely  successful  Pro- 
vo  (Utah)  software  company  has 
a  similarly  utilitarian  approach  to 
his  pay.  Over  the  past  three 
years,  Noorda  has  taken  home 
only  $275,000  in  total,  with  the 
bulk  of  that  amount  in  his  1992 
earnings — $198,830.  And  that,  say 
executives  of  Novell,  came 
only  at  the  insistence  of  his  board 
of  directors,  who  beljeved  the 
CEO's  pay  should  be  more  like 
that  of  his  Silicon  Valley  counter- 
parts. It  still  won't  even  come 
close. 

His  skimpy  paycheck  and  high 
returns  to  shareholders  make  the 
68-year-old  Noorda  the  winner  in 
this  year's  pay-for-performance 
rankings.  In  BUSINESS  week's  lat- 
est analysis,  Noorda  tops  two  cat- 
egories: giving  the  stockholders 
the  most  bang  for  their  buck  as  well  as 
giving  them  the  highest  return  on  equi- 
ty (ROE)  relative  to  his  own  pay.  In  just 
three  years,  shareholders  have  seen  an 
initial  $100  investment  in  Novell,  with 
an  impressive  25.5'^v  roe,  balloon  into 
$635.  But  any  investor  hunting  for 
Noorda's  compensation  in  the  compa- 
ny's proxy  could  have  easily  mistaken 
the  number  for  some  minor  executive 
perk:  He  earned  all  of  $37,370  in  1991 
and  $38,753  in  1990. 

Who  said  you  get  what  you  pay  for? 
Noorda's  insistence  on  top-notch 
networking  software,  combined  with 


NOVELL'S  Noorda  Earned  Just 


$198,830  But  Gave  Shareholders 


The  Most  By  Two  Measures 


;  PE%s  Olsen  Took  In  Nearly 


M  M,Li^io>v'  Last  Year,  But 


tHE  CoMPA^tV  Faltered 


his  philosophy  of  "coopetition" — a  will- 
ingness to  form  alliances  so  Novell's 
products  can  link  computers  of  all 
types — have  made  it  the  No.  1 
networking  company.  In  1992,  profits 
surged  to  $249  million,  up  from  $94 
million  in  1990,  while  revenues  almost 
doubled,  to  $933  million.  Noorda  isn't 
going  unrewarded,  though.  As  the 
company's  largest  shareholder,  his  107' 
stake  makes  him  a  billionaire — rich 
enough  to  afford  a  different  pickup 
truck  for  every  day  of  the  year. 
STUNNING  SUM.  And  the  CEO  who  gave 
hi.s  shareholders  the  least  return  for 
his  pay?  For  the  second  straight  year, 
that  unenviable  title  goes  to  Anthonv 
.1.  F.  O'Reilly  of  H.  J.  Heinz  Co.  It's  not 
that  Heinz  stockholders  have  made  out 
liadly:  They've  enjoyed  a  34.8'.;  return 
over  the  past  three  years.  It's  that 
O'Reilly  has  made  out  so  stunningly, 
pulling  down  $115.3  million  from  1990 
to  1992. 

After  topping  last  year's  pay  derby 
with  a  then-unsurpassed  $75.1  million, 
O'Reilly  went  on  to  bag  $36.9  million 
for  the  fiscal  year  ended  May  1.  Only 
$1.3  million  of  that  sum  was  in  the 
form  of  salary  and  bonus,  however. 
Most  of  the  money  comes  from  exercis- 
ing a  hoard  of  stock  options,  which 
O'Reilly  says  reflect  a  10-year  period 
of  performance  worthy  of  his  pay — not 
just  the  three  years  measured. 


In  the  past  year.  O'Reilly  has  turner 
up  the  heat  on  promotions,  in  a  stratt 
gy  that  helped  Heinz's  major  brand 
gain  market  share.  "I  think,  franklj 
he  came  closer  to  earning  his  mone; 
this  year  than  he  did  last,"  says  Pri 
dential  Securities  Inc.  analyst  John  M 
McMillin.  Still,  O'Reilly  is  expected  t 
fall  short  of  his  vow  to  hike  this  year' 
earnings  by  8'a,  to  $2.60  a  share.  Rt 
suits  have  been  crimped  by  currenc; 
fluctuations  in  Britain  and  Ital_\ 
O'Reilly's  new  target:  $2.50  a  share. 

Joining  O'Reilly  in  the  least-ban^ 
for-the-buck  ranks  is  Kenneth  H.  0 
sen,  former  CEO  of  Digital  Equipmen 
Corp.,  the  company  that  performed  th 
worst  relative  to  its  CEO's  pay.  H 
earned  nearly  $1  million  for  each  of  th 
past  three  years — hardly  a  prince! 
amount — but  he  presided  in  the  meal- 
time over  an  unraveling  of  his  compj 
ny's  fortunes. 

Following  a  $2.8  billion  loss  las 
year,  directors  ousted  the  legendar 
entrepreneur,  who  had  built  the  $1 
billion  company  from  nothing.  As  n 
cently  as  June,  1990,  DEC  was  virtuall 
debt-free  and  boasted  $2  billion  in  casl 
But  staff  shufflings  and  a  costly  acqu 
sition  binge  saddled  the  company  wit 
$2.5  billion  in  charges  and  $1  billion  i: 
debt.  Olsen's  successor,  Robert  E 
Palmer,  the  former  vice-president  fo 
manufacturing,  has  accelerated  staf 
cuts  and  plant  closings,  slashing  15,00 
jobs.  Those  are  drastic  measures — bu 
maybe  they'll  keep  Palmer  off  the  sou 
side  of  this  list  in  the  future. 

By  Kathy  Rebel lo  i>i  Sau  Francisa 
Maria  Mallon/  i)i  Atlanta,  and  Gar 
MelVilliams  in  Boston 


HEINZ'S  O'REILLY  BAGGED 

$36.9  Million,  While  Scaling 
Back  Growth  Targets 
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loo.  Last  year,  Ihv 
i^e  CKO  made  1")? 
^  what  a  factory  eiii- 
■r  got.  Back  in  1980, 
the  chief  execu- 
average  paycheci< 
(iiily  $624,996,  his  to- 
■uinpensation  was  a 
11  times  the  pay  of 
iirdinary  factory 
li-.  In  Japan,  where 
M-ate   chieftains  are 
much  less,  the  cv.i) 
'  less  than  32  times 
iiich  as  a  rani<-an(l- 
employee  (page  60). 
■re      have  been 
I  S,"   admits  Flan- 
the  Kmart  director 
former  chairman  of 
lyal   Inc.   who  also 
.n  the  compensation 


iiiittees  of  Scotts,  In 

nll-Rand,   and  New- 

i    Mining.    "But  I 

t  think  those  cases 

■el  the  average  situa- 
he  says. 

ic    BUSINESS  WEEK 

ry,  which  was  com- 

i  with  Standard  & 

r's  Compustat  Ser- 

-  Inc.,  examines  the 
of  the  two  highest- 
executives  at  365  of 

largest  U.  S.  corpora- 

V  defined  by  market  value.  A  total 

:'i7  of  these  730  executives  earned 
than  $1  million  last  year.  Among 

standouts  were  Sanford  I.  Weill  of 

icrica,  who  collected  $67.6  million; 


THE  WONDERFUL  WORLD  OF  OPTIONS 


Walt  Disney  Co.'s  magic  touch  has  not  eluded  Chairman  Mi- 
chael D.  Eisner.  Often  among  America's  highest-paid  execu- 
tives thanks  to  stock  options  in  his  high-flying  entertainment  compa- 
ny, he  realized  a  record  $197  million  stock-option  gain  on  Nov.  30. 
Fearful  that  the  incoming  Clinton  Administration  would  impose  a 
tax  on  hefty  corporate  paychecks  and  hike  rates  for  high-income 
taxpayers,  Eisner  exercised  options  on  5  million  shares  of  Disney 
stock  granted  as  far  back  as  1984.  Because  the  windfall  came  after 
the  close  of  his  company's  fiscal  year,  it  isn't  included  in  business 
week's  calculation  of  Eisner's  1992  pay.  But  it  makes  him  a  solid  bet 
to  win  next  year's  pay  derby. 

So  what  did  Eisner  do  after  winning  Mickey's  jackpot?  He  went  to 
Disney  World.  Over  the  Easter  break,  the  Eisner  clan,  along  with 
superagent  Michael  Ovitz  and  his  brood,  headed  to  Orlando  for  a 
few  days  of  R&R.  Then  it  was  back  to  headquarters  in  L.  A.,  where 
the  real  fun  seems  to  be. 


Charles  Lazarus  of  Toys  'R'  Us,  who 
received  $64.2  million;  U.  S.  Surgical's 
Leon  C.  Hirsch,  who  got  $62.2  million; 
and  Chrysler's  former  chairman,  Lee  A. 
lacocca,  who  picked  up  $16.9  million  on 


his  way  out  the  door.  The 
winner  among  the  non- 
CEOs  surveyed  was  Don- 
ald R.  Keough,  who  re- 
tired on  Apr.  15  from 
being  president  of  Coca- 
Cola  Co.  He  earned  $40.8 
million. 

Most  such  packages 
came  in  the  form  of  stock 
options,  as  directors  con- 
tinue to  shift  more  com- 
pensation away  from  sal- 
ary and  short-term  bonus. 
Frist,  for  example,  made 
a  mere  $1,068,000  in  sala- 
ry and  bonus;  Weill  just 
$2,752,000.  A  recent  deci- 
sion by  the  Financial 
Accounting  Standards 
Board  requiring  compa- 
nies to  charge  options 
against  earnings  may 
slow  that  shift — but  the 
change  won't  take  effect 
for  three  years,  if  ever. 
In  the  meantime,  options 
grants  keep  swelling, 
while  other  forms  of  com- 
pensation actually  shrink. 
Indeed,  for  the  second 
straight  year,  the  CEu's 
average  salary  and  bonus 
went  south,  falling  about 
27s  to  $1,104,769,  accord- 
ing to  BUSINESS  week's 
Executive  Pay  Scoreboard.  That  decline 
in  base  pay  came  in  a  year  when  corpo- 
rate profits  rose  by  227f. 

So  it's  small  wonder,  then,  that  many 
executives  would  rather  you  saw  their 


PAY  FOR  PERFORMANCE: 
WHO  MEASURES  UP...AND  WHO  DOESN'T 


ire  is  no  perfect  way  to  relate  executive  compensation  to  performance,  but 
SINESS  week's  two  measurement  systems  offer  useful  benchmarks.  One 


compares  corporate  pay  with  total  shareholder  return.  The  other  compares  pay 
with  return  on  equity  and  change  in  return  on  equity. 


90-92 


EXECUTIVES  WHO  GAVE  SHAREHOLDERS 
THE  MOST  FOR  THEIR  PAY... 

Total  pay*  Shareholder 
Thousands  of  dollars  return* 


Relative 
index 


1990-92 


EXECUTIVES  WHOSE  COMPAHIES  DID  THE  BEST 
RELATIVE  TO  THEIR  PAY... 

Total  pay  Avg.  return  Relative 

Thousands  of  dollars     on  equity  index 


RAYMOND  J.  NOORDA  Novell 

$275 

635% 

2,675 

I.RAYMOND  J.  NOORDA  Novell 

$275 

25.5% 

538 

WILLIAM  H.  GATES  Microsoft 

822 

342 

538 

2.  WILLIAM  H.  GATES  Microsoft 

822 

31.7 

193 

WARREN  E.  BUFFETT  Berkshire  Hathaway 

300 

35 

452 

3.  WILLIAM  J.  CATACOSINOS  Long  Island  lighting 

1,343 

11.4 

124 

IVAN  W.  GORR  Cooper  Tire  &  Rubber 

2,546 

325 

167 

4.  JOHN  F.  McDonnell  McDonnell  Douglas 

2,114 

13.4 

90 

CHARLES  B.  JOHNSON  Franklin  Resources 

1,560 

150 

160 

5.  MARTIN  FX.  EMMEH  Tambrands 

7,331 

49.2 

83 

...AND  THOSE  WHO  GAVE  SHAREHOLDERS  THE  LEAST 


...AND  THOSE  WHOSE  COMPANIES  DID  THE  WORST 


ANTHONY  O'REILLY  H.J.  Heinz 

$115,269 

35% 

1.2 

1.  KENNETH  H.  OLSEN  Digital  Equipment 

$2,972 

-20.0 

-132.0 

CHARLES  LAZARUS  Toys  R'  Us 

86,168 

68 

1.9 

2.  RONALD  W.  ALLEN  Delta  Air  Lines 

2,740 

-10.3 

-88.5 

SANFORD  1.  WEILL  Primerica 

86,944 

75 

2.0 

3.  DONALD  V.  FITES  Caterpillar 

1,714 

-6.4 

-84.2 

ROBERTO  C.  GOIZUETA  Coco-Cola 

101,062 

124 

2.2 

4.  ROBERT  L.  CRANDALL  AMR 

2,698 

-7.2 

-56.3 

STEPHEN  M.  WOLF  UAL 

17,125 

-26 

4.3 

5.  DENNIS  H.  CHOOKASZIAN  CNA  Financial 

2,019 

2.6 

-53.5 

ilary,  bonus,  and  long-term  compensation  paid  for  the  entire  three-year  period 

DATA  STANDARD 

*  *Stock  price  at  the  end  of  1 992,  plus  dividends  for  three  years,  divided  by  stock  price  at  the  end  of  1 989 

i.  POOR'S  COMPUSTAT  SERVICES  INC, 

STORY 
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salary  and  short-term  bonus  as  the  sole 
components  of  a  current  year's  compen- 
sation figure.  They  argue  that  it  is  un- 
fair to  lump  option  gains,  which  result 
from  the  exercise  of  stock  options  grant- 
ed as  long  as  a  decade  ago,  into  a  single 
year's  pay.  The  seemingly  lavish  profits, 
they  say,  are  one-time  rewards  for  many 
years  of  work,  and  they  come  only  when 
shareholders  benefit  from  significant  ap- 


preciation in  the  value  of  the  stock. 

But  the  list  contains  a  good  number  of 
familiar  faces,  executives  who  have  be- 
come perennial  winners  in  the  pay  game. 
Their  reappearance  on  the  best-paid  list 
year  after  year  suggests  that,  for  some 
CEOs,  large  stock-option  gains  are  hardly' 
an  unusual  event.  This  year's  No.  2,  Pri- 
merica  Corp.'s  Weill,  for  example,  was 
No.  6  last  vear,  with  $15.9  million.  H.J. 


Heinz  Co.'s  Anthony  J.  F.  O'Reilly,  N( 
this  year,  with  $36.9  million,  was  1 
year's  No.  1,  with  $75  million.  A 
Torchmark  Corp.'s  Ronald  K.  Rich 
who  is  now  No.  9  with  $26.6  milli 
made  the  Top  10  list  just  four  years  a 
As  for  the  notion  that  stock  optic 
mean  that  CEOs  profit  only  when  sha 
holders  do — well,  the  timing  is  eve 
thing.  Hirsch  of  U.  S.  Surgical  net 


WHAT  DO  JAPANESE  CEOs  REAlLYmKl? 


Japan's  current  economic  woes  have 
produced  plenty  of  pain  in  executive 
suites  there — and  not  just  because 
executives  hate  declining  profits.  Top 
managers  are  getting  hit  directly  in  their 
own  wallets. 

In  the  course  of  the  past  year,  a 
steady  stream  of  Japan's  leading  compa- 
nies have  announced  cuts  in  pay  for  their 
chief  executive  officers  and  other  senior 
managers.  At  Fujitsu  Ltd.,  some  execu- 
tives have  seen  their  compensation 
slashed  by  up  to  35%;  at  Hitachi  Ltd., 
157'.  "When  company  results  are  down, 
managers  have  to  take  responsibility 
and  accept  such  cuts,"  says  Takahiko 
Shinohara,  a  managing  director  at 
Hitachi. 

YAWNING  GAP.  Some  U.  S.  compa- 
nies are  finally  dishing  out  the 
same  medicine  to  their  execu- 
tives. But  a  ground-breaking 
BUSINESS   WEEK    Study— the 
first  to  estimate  CEO  pay  in  j 
Japan  using  current  and 
past  tax   data — shows 
that  they  would  have  to  i 
impose  far  more  draconi-  I 


'OPS  IN  TOKYO: 


NINTENDO'S  YAMAUCHI 


Last  Yeah WEli^^$4.8  Million 


►  iTOOf'ilE^AILCiiAINXTO-YOKADO 


Pulled  Doy^  $3.0  MiLL'roN 


an  cutbacks  to  get  anywhere  n 
low  levels  of  compensation  the 
nese  counterparts  receive. 

The  study  found  that  even  leai 
trepreneurs  such  as  Hiroshi  Yam 
Nintendo  and  Shoichiro  Toyoda  ol 
pay  themselves  a  mere  fraction 
such  American  managers  as 
Lazarus  of  Toys  'R'  Us  and  Leor 
of  U.  S.  Surgical  pull  down 
Against  Yamauchi's  estimated 
come  of  $6.3  million,  which  mi 
Japan's  highest-paid  CEO  tha 
Thomas  F.  Frist  Jr.  of  Hospital  i 
America  reaped  $127  million 
to  stock  options — which 
heard  of  in  Japan. 

At  BUSINESS  week's 

the  Tokyo  office  of  Towi 
rin,  a  New  York-based  co 
firm,  used  data  from  incc 
returns  to  estimate  1991 
  the  top  executives  of  the  5C 

r Japanese  industrial  companii 
for  1992  are  not  yet  availa 
eluding  Yamauchi's  $6.3 
which  is  an  obvious  extreme,  J 
chiefs  averaged  $872,646  in  19' 
about  one-fourth  the  pay 
chieftains. 

Looked  at  by  other  mi 
the  disparities  in  Americ 
Japanese  pay  are  equally  si 
In  Japan,  the  GEO  makes  k 
32  times  the  pay  of  the 
factory  worker,  and  26  tim 
the  typical  schoolteacher 
not  including  bonuses  for 
and  teachers  that  can  boo 
annual  salaries  by  a  third 
U.  S.,  that  gap  is  consi 
wider:  roughly  157  and  11 
respectively. 

PERK  VALUES.  Moreover,  th 
ence  between  what  U.  S.  ai 
nese  top  executives  make 
even  greater  than  these  ei 
would  suggest.  Unlike  U.  E 
companies,  Japanese  cor 
aren't  required  to  disclose 
tive  pay. 
The  Japanese  numbers 
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COVER 


4  million  by  exercising  his  o|)Uons 
year  and  by  selling  his  com|)any's 
k — at  prices  that  ranged  from  $65  to 
).  The  current  shareholders  may 
f  him:  U.  S.  Surgical's  stock  plum- 
ed 4()'' ,  to  $30,  in  just  the  first  two 
ks  of  April. 

ERISKED?  On  the  other  hand,  some 
-eholders  had  reason  to  applaud  their 
.  At  the  low  end  of  the  pay  swee[)- 
es,  for  example,  you'll  find  Novell 
's  Raymond  J.  Noorda,  who  made 


only  $19H,83U  last  year.  That  puny  pay- 
check, along  with  superlative  results,  al- 
lowed the  software  CKO  to  come  out  on 
top  of  BUSINl'^ss  wkkk's  pay-for-perfor- 
mance  analysis  (page  58).  Dollar-for-dol- 
lar  over  the  past  three  years,  he  deliv- 
ered the  highest  return  to  shareholders 
and  produced  the  best  company  results. 
Who  delivered  least?  Heinz's  O'Reilly 
and  Digital  Equi|)ment's  former  Chair- 
man Kenneth  H.  Olsen. 
And  what  did  this  year's  No.  1  do  to 


eai-n  his  $1:^7  million?  To  hear  HCA's 
Frist  tell  it,  his  record  compensation — 
like  Roger  Maris'  home-run  record  for 
years — should  have  an  asterisk  next  to 
it.  Under  his  management,  HCA  had 
grown  by  the  mid-1980s  into  an  unwieldy 
health-care  conglomerate  that  owned  or 
managed  486  hospitals  around  the  world, 
with  interests  in  insurance  companies 
and  health-maintenance  organizations. 
Frist  maintains  that  he  couldn't  have  re- 
structured his  company  to  focus  on  its 


im  public  records  that  show  the 
forked  over  by  Japan's  highest 
s,  so  they  may  include  income 
■h  things  as  the  sale  of  property, 
de  gains  unrelated  to  job-related 
nation.  Towers  Perrin  sifted 
tax  records  for  each  of  the  50 
:?s  over  a  five-year  period  and 
imated  1991  pay. 
Japanese  companies,  including 
rp.,  declined  to  comment  specif i- 
the  findings.  Spokesmen  for 
ipanies  as  Fanuc  Ltd.  and  Seven- 
apan  Co.,  whose  CEOs  rank  near 
say  the  tax-based  estimates  are 
^her  than  actual  job-related  com- 
n.  An  official  at  Ja- 
ines  Co.  says  Presi- 
itsuo  Toshimitsu's 
ation  is  $257,235, 
the  Towers  Perrin 
of  $391,000.  But  a 
an  for  Matsushita 
;  that  the  number 
ler  President  Akio 
may  not  be  too 


ears,  some  Ameri- 
;  have  claimed  that 
top  executives  re- 
)re  than  meets  the 
he  form  of  hidden 
;ucli  as  hefty  ex- 
accounts,  pricey 
b  memberships, 
ured  limousines, 
occasional  compa- 
ided  house.  But 
nts  say  these  good- 
fail  to  match  the 
more  that  U.  S. 
"ing  in,  and  they 
all  that  different 
vhat  many  U.  S. 
ret,  too. 

lat  accounts  for  the 
e  restraint  or  the 
xcess?  Gerald  W. 
>,  general  manager 
3rs  Perrin's  Tokyo 
hinks  it's  largely  a 
of  Japan's  group 
management.  "We 
'  cases  where  Japa- 
icutives  of  Western 
ire  have  declined  in- 


dividual bonuses  on  the  grounds  that 
business  results  are  a  joint  effort  and 
rewards  should  be  shared,"  he  says. 
Since  top  executives  rarely  switch  com- 
panies in  Japan,  there's  also  no  Ameri- 
can-style market  for  CEOs  that  helps  bid 
up  pay. 

HEAVY  WEIGHS  THE  WALLET.  The  flip  side 
of  the  coin,  however,  is  that  few  Japa- 
nese CEOS  are  held  as  individually  re- 
sponsible for  their  companies'  perfor- 
mance as  American  CEOs  are.  "In  many 
cases,  the  president  of  an  American  com- 
pany is  carrying  907'  of  the  responsibility 
for  making  decisions  attached  to  that  of- 
fice," says  Satoshi  lue,  the  former  presi- 


dent of  Sanyo  Electric  Co.  "That's  rarely 
the  case  in  Japan,  where  so  much  of  the 
burden  of  decision-making  is  distributed 
among  subordinates." 

Although  few  Japanese  executives  feel 
underpaid,  some  resent  being  hectored 
by  their  overpaid  American  counterparts. 
"American  top  executives  give  them- 
selves very  high  salaries  and  then  blame 
us  by  saying  that  our  prices  are  too 
low,"  says  Akio  Morita,  chairman  of 
Sony  Corp.  "American  top  management 
must  adjust  and  restrain  themselves." 
With  all  the  outcry  over  pay  in  the  U.  S., 
that  may  finally  happen. 

By  Robert  Neff  in  Tokyo 


WHO  MAKES  THE  MOST  AT  JAPAH'S  TOP  50  COMPANIES 


Company 


CEO 


1991  Compensation 

Thousands  of  dollars 


Company 


CEO 


1991  Compensation 

Thousands  of  dollars 


NINTENDO  CO. 

HIroshi  Yamauchi 

$6,306 

ASAHI  GLASS 

Jiro  Furumoto 

625 

TOYOTA  MOTOR 

Sholchiro  Toyoda** 

4,830 

CAHON 

Keizo  Yamaji** 

584 

ITO-YOKADO 

Masatoshi  Ito** 

3,486 

KYOCERA 

Kensuke  Ito 

567 

SANYO  ELECTRIC 

Satoshi  lue** 

3,268 

ALL  NIPPON  AIRWAYS 

Akio  Kondo 

566 

SONY  CORP. 

Norio  Ohga 

1,957 

SUMITOMO  METAL  INDUST. 

Yasuo  Shingu** 

563 

DAI  NIPPON  PRINTING 

Yoshitoshi  Kitajima 

1,782 

MITSUBISHI  HEAVY  IHD. 

Kentaro  Aikowa 

559 

FANUC 

Seiuemon  Inaba 

1,149 

FUJITSU 

Tadashi  Sekizawa 

551 

SEVEN-ELEVEN  JAPAN 

Toshifumi  Suzuki** 

1,053 

SHARP 

Haruo  Tsuji 

510 

OSAKA  GAS 

Shinichiro  Ryoki 

966 

TOKYO  ELECTRIC  POWER 

She  Nasu 

508 

SNIMIZU 

Harusuke  Imomura 

861 

KANSAI  ELECTRIC  POWER 

Kiyoji  Morii** 

506 

MATSUSHITA  ELECT.  IND. 

Akio  Tanii** 

855 

KAWASAKI  STEEL 

Shinobu  Tosaki 

502 

NIPPON  STEEL 

Hiroshi  Saito 

851 

CHUBU  ELECTRIC  POWER 

Kohei  Abe 

489 

NISSAN  MOTOR 

Yutaka  Kume** 

830 

HiPPON  OIL 

Kentaro  Iwamoto* 

469 

NKK 

Yoshinori  Yamashiro* 

*  812 

MITSUI  &  CO. 

Naohiko  Kumagai 

456 

TOKYU  CORP. 

Jiro  Yokota 

809 

KAJIMA 

Akira  Miyazoki 

444 

TOSNIBA  CORP. 

Joichi  Aoi** 

808 

NiPPONDEHSO 

Tsuneo  Ishitnaru 

439 

MITSUBISHI  CORP. 

Shinroku  Morohashi*^ 

'  nb 

HIPPOH  TELEGRAPH  &  TELE. 

Hitoshi  Kojima 

438 

KIRIN  BREWERY 

Hideyo  Motoyama** 

717 

KOBE  STEEL 

Sokichi  Kametaka 

436 

TOKYO  GAS 

Kunio  Anzai 

683 

TOKEN 

Nobuyuki  Nakahara 

405 

SUMITOMO  CORP. 

Tomikazu  Akiyama 

666 

KYUSHU  ELECTRIC  POWER 

Tetsuya  Watanabe* 

404 

NEC  CORP. 

Tadahiro  Sokimoto 

663 

JAPAN  AIR  LINES 

Matsuo  Toshimitsu 

391 

FUJI  PHOTO  FILM 

Minoru  Ohnishi 

662 

TAKEDA  CHEMICAL  INDUSTRIES 

Katsura  Morita 

376 

KINKI  NIPPON  RAILWAY 

Shigeichiro  Kanamori 

636 

HITACHI  LTD. 

Tsutomu  Kanai 

359 

HONDA  MOTOR 

Nobuhiko  Kawamoto 

632 

SEIBU  RAILWAY 

Iwao  Nisugi 

348 

MITSUBISHI  ELECTRIC 

Moriya  Shiki** 

630 

TOHOKU  ELECTRIC  POWER 

Teruyuki  Akemo 

NA 

*  Retired 


*  'Now  chairman,  vice-chairman,  or  corporate  counselor        Sample  drawn  from  BW  Global  1000  non-financial  companies.  124.4  Yen  = 

DATA  TOWERS  PERRIN /BUSINESS  WEEK  STUDY 
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core  hospital  group  without  risking  a 
takeover  bid  from  a  raider  in  the  preda- 
tory l!)80s,  so  he  took  it  private  in  a 
leveraged  buyout. 

His  investors — including  J.  P.  Morgan, 
Goldman  Sachs,  and  Texas  financier 
Richard  E.  Rainwater — agreed  to  give 
Frist  and  more  than  700  other  managers 
options  to  buy  26  million  shares  of  stock 


in  the  company  at  prices  as  low  as  22.7(1' 
a  share.  By  the  time  the  company  was 
ready  to  go  public  again,  in  March  of 
1992,  at  $21.50  per  share,  HCA  had  been 
slimmed  down  to  a  collection  of  74  medi- 
cal-surgical hospitals  and  54  psychiatric 
hospitals.  The  $800  million  worth  of  LBO 
equity — $33.2  million  of  which  was  con- 
tributed by  Frist  and  his  family — had 


been  transformed  into  shares  and  (| 
tions  with  a  value  of  $2.83  billion — a  pil 
back  of  9-to-l  in  only  three  years.  "R 
is  the  most  successful  LBO  of  the  1980 
Frist  says.  "This  is  an  unusual  situatii 
where  a  home  run  was  hit  and  everyc 
was  a  winner." 

His  investors  seem  to  agree.  Rainv 
ter  believes  Frist  deserved  every  pi 


YOU  CAN'T  BURY  CEO  TREASURE  CHESTS  ANYMORE 


O 


nly  a  year  ago,  Coca-Cola  Co. 
(awarded  Chairman  Roberto  C. 
Goizueta  an  unprecedented 
grant  of  restricted  stock  worth  more 
than  $80  million.  To  uncover  that  gen- 
erosity, however,  shareholders  had  to 
search  through  dense  prose  in  the 
proxy  statement.  Only  then  would  they 
stumble  upon  a  mention  of  the 
award — with  the 
amount  written  out 
in  words  rather  than 
numbers,  making  it 
even  harder  to  find. 

No  more.  The 
proxy,  that  archetype 
of  obfuscation,  has 
been  made  more  ac- 
cessible to  sharehold- 
ers, thanks  to  new 
Securities  &  Ex- 
change Commission 
rules.  The  huge 
grant  to  Goizueta, 
for  example,  is  now 
disclosed  in  a  summa- 
ry table  that  provides 
a  snapshot  of  three 
years'  of  pay  data. 
"It  hits  you  between 
the  eyeballs,"  says 
Paula  H.  Todd,  of 
consultants  Towers 
Perrin.  "There's  not 
much  place  to  hide 
anymore." 

True  enough.  Even 
a  quick  reading  of 
Coca-Cola's  latest 
proxy  reveals  Goizu- 
eta's  treasure  chest 
of  more  than  $340 
million  in  stock  op- 
tions, restricted 
stock,  and  so-called 
performance  units.  Previously,  inves- 
tors had  to  dig  through  years  of  proxy 
statements  to  make  such  a  calculation. 
FUTURE  SHOCK.  Besides  clearer  state- 
ments of  past  pay,  these  newfangled 
proxies  also  provide  some  mind-bog- 
gling glimpses  of  future  prospects. 
That's  because  they're  now  required  to 


report  on  the  value  of  nonexercised 
stock  options  based  on  the  company's 
yearend  stock  price  (table).  D.  Wayne 
Calloway,  chairman  of  PepsiCo  Inc., 
had  a  horde  valued  at  $82.4  million. 
U.  S.  Surgical  Corp.  Chairman  Leon  C. 
Hirsch  had  options  worth  $62  million. 

Another  perennial  winner  of  the  pay 
sweepstakes,  Reebok  International 


FORTUNES  YET  TO  COME 

For  all  the  big  money  being  pulled  down  by  the  nation's  top  chief  execu- 
tives, there's  plenty  more  to  come.  These  CEOs  are  sitting  on  the  20  larg- 
est stock-option  fortunes. 

Executive 

Company              Value  of  nonexercised 
stock  options  (Thousands) ' 

D.  WAYNE  CALLOWAY 

PepsiCo 

$82,367 

LEON  C.  HIRSCH 

U.S.  Surgical 

61,956 

ROBERTO  C.  GOIZUETA 

Coca-Colo 

52,150 

H.  WAYNE  HUlZENGA 

Blockbuster  Entertainment 

48,304 

PAUL  FIREMAN 

Reebok  International 

40,305 

LEE  lACOCCA 

Chrysler 

35,553 

REUBEN  MARK 

Colgate-Palmolive 

34,101 

P.  ROY  VAGELOS 

Merck 

28,803 

CHARLES  N.  MATHEWSON 

International  Game  Technology 

26,464 

WILLIAM  A.  SCHREYER 

Merrill  Lynch 

25,499 

ANDREW  S.  GROVE 

Intel 

21,231 

EMERSON  KAMPEN 

Great  Lakes  Chemical 

20,382 

HERBERT  M.  SANDLER 

Golden  West  Financial 

19,670 

HARRY  A.  MERLO 

Louisiana-Pacific 

18,620 

SANFORD  1.  WEILL 

Primerica 

17,506 

WALTER  J.  SANDERS  III 

Advanced  Micro  Devices 

16,807 

STANLEY  C.  GAULT 

Goodyear 

15,562 

DANIEL  P.  AMOS 

Aflac 

15,054 

WILLIAM  FARLEY 

Fruit  of  the  Loom 

14,813 

MAURICE  R.  GREENBERG 

American  International  Group 

14,529 

'  Bosed  on  stock  price  at  end  of  company's  fiscal  year 
DATA  COMPANY  REPORTS 


Chairman  Paul  B.  Fireman,  boasted  op- 
tions worth  more  than  $40  million. 
Even  Lee  lacocca,  who  last  year 
stepped  down  as  chairman  of  Chrysler 
Corp.,  had  $35.6  million  more  in  profit 
on  options  yet  to  be  exercised. 

The  new  proxies  also  require  a  com- 
pany to  compare  its  stock's  five-year 


performance  with  a  broad  market  ii 
dex  and  a  peer  group.  But  that  sti 
leaves  room  for  a  little  spin  contro 
Exxon  Corp.  added  a  10-year  perfo: 
mance  chart  to  its  proxy.  The  five-yea 
one  showed  the  company  underpe: 
forming  the  Standard  &  Poor's  50( 
stock  index.  And  Coca-Cola  uses  br\g\ 
red  ink  to  plot  its  stock,  whic 
outperformed  both  the  S& 
500  and  a  peer  group. 
^^^^    Surprisingly,  thougl 
^1^^  some  companies  are  vo 
^^^^^  untarily  disclosing  ii 
^^^^^  formation  that  make 
'  them  look  bad.  Cit 

corp    charted  it 
stock  against  an  a( 
5  ditional    index  o 

what  it  called  "marke 
dominant  global  ente: 
]jrises  similar  to  Citicor 
m  size  and  complexity "- 
even  though  that  made  th 
bank's     record  appea 
worse.  A  $100  investment  i 
that  index,  which  include 
such  concerns  as  America 
Telephone  &  Telegraph  C( 
and   General   Electric  Co 
would  have  risen  to  $250  i 
five  years,  compared  with  a 
increase  of  only  $155  for  th 
bank — which      also  ur 
derperformed  the  two  indexe 
required  by  the  SEC. 

Citicorp's  candor  may  not  b 
typical,  but  it's  becoming  les 
unusual  amid  today's  hypersei 
sitivity  over  executive  paj 
"Companies  generally  are  tenc 
ing  to  overreact  to  the  ne^ 
rules,  giving  more  than  is  rt 
quired,"  says  Robert  Salwen, 
pay  consultant  at  William  IV 
Mercer  Inc.  "One  of  my  clients  has 
record  of  paying  its  executives  consei 
vatively,  yet  their  report  on  compensf 
tion  goes  into  great  depth  justifyin, 
their  modest  pay  packages."  Sound 
like  just  the  thing  the  new  proxy  rule 
were  designed  to  encourage. 

Bi/  John  A.  Byrne  in  New  Yor 
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A  copier  only  runs  as  smoothly 
as  the  company  behind  it. 


It's  a  situation  all  too  common.  The  copier  seems  fine. 
No  toner  smearing.  No  "clear  paper  path"  flashing.  No 
problems  here. 

Unless,  of  course,  you  count  the  line  of  people  down 
the  hallway.  Because  the 
copier's  too  slow. 

Or  the  accountant  who's 
shaking  his  head  disapprov- 
ingly. Because  you  bought 
more  machine  than  you'll 
ever  need. 

It  could  happen  to  anyone. 
But  let  us  tell  you  why  it 
wouldn't  with  Royal  Copystar. 

Everything  we  do  is  designed  to  deliver 
the  copier  solution  that's  right  for  your  busi- 
ness. Not  someone  else's.  It  starts  with  the 
thorough  technical  knowledge  that  comes 
from  fifty  years  in  the  business.  But  it  truly 
just  begins  there. 


Informative  as  this  ad  is,  you 
can  only  understand  our  special 
kind  of  service  face-to-face 


ROYAL 


We  know  what  it's  like 
to  buy  a  copier. 


Next  comes  a  thorough 
analysis  based  on  decades  of 
experience  with  the  office 
environment.  And  how  peo- 
ple work  within  it.  It's  what 
helps  us  determine  what's 
right  for  your  needs,  based 
on  issues  such  as  lowering 
fixed  costs  as  much  as  toner 
cartridges  or  paper  bins. 

Then,  and  only  then,  do 
we  help  you  select  from  our 
full  line  of  copiers,  from  14  cpm  desktop  models  to  70  cpm 
high-volume  systems.  And  back  each  one  up  with  the  ser- 
vice support  of  the  world's  third-largest 
copier  manufacturer. 

To  find  out  what  solution  we  can  design 
for  you,  call  us.  Because  companies  should 
stand  behind  their  copiers,  not  endless  lines 
of  people. 


Ttie  Royal  Copystar  2325 


I       (  b  C 

Ttie  Royal  Copystar  2270 
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For  more  information  call  1-800-824-STAR. 
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ny.  "You've  got  to  remember  that  Tom- 
my Frist  put  his  entire  family  fortune  at 
risk."  he  says,  "i  believe  rewards  should 
go  to  people  willing  to  take  risks."  Rain- 
water worries  that  the  outcry  over  soar- 
ing compensation  could  suppress  such 
risk-taking.  He  thinks  directors,  the  ones 
best  suited  to  tell  company-builders  from 
company-trashers.  should  become  more 
activist.  "That's  where 
the  governance  ought  to 
be:  at  the  board  level, 
not  in  Washington," 
says  Rainwater. 

Despite  the  strato- 
spheric numbers,  it's 
clear  that  boards  are 
taking  a  tougher  line.  At 
one  company  after  an- 
other, pay  consultants 
are  finding  directors 
more  willing  to  question 
CEO  pay  packages.  The 
decision  by  Kmart's  di- 
rectors to  seek  an  out- 


WHY  REWARD 
EXECUTIVES 

JUST  FOR 
THE  UPWARD 

DRIFT  OF 
THE  MARKET? 


side  opinion — which,  as  it  turned  out.  did 
not  lead  to  significant  changes  in  pay 
practices  at  the  huge  retailer — was  re- 
peated by  panels  at  many  companies  last 
year.  Chingos  of  Peat  Marwick  esti- 
mates that  half  his  assignments  in  the 
past  year  were  directly  for  compensation 
committees  of  boards.  Three  years  ago. 
just  1  in  10  of  his  consulting  jobs  was 
for  board  directors. 

That  was  when  the  process  of  setting 
CEO  pay  was  a  study  in  clubby  cronyism. 
The  CEO  or  his  top  human-resource  offi- 
cial would  decide  which  consultant  to 
hire  and  what  the  consultant  would 


study.  The  report — often  a  sun"ey  of 
what  competitors  paid  their  executives — 
would  then  be  presented  to  the  compen- 
sation committee  as  justification  for  a 
fatter  package  for  the  boss.  The  CEO 
was  often  present  in  the  room  as  direc- 
tors discussed  and  set  his  pay.  It  took 
just  a  cozy,  informal,  relatively  brief  ses- 
sion or  two  to  rubber-stamp  the  compen- 
sation for  the  CEO  and 
his  senior  managers. 

Now,  it's  becoming  a 
more  rigorous  process, 
requiring  several  com- 
mittee meetings.  "Direc- 
tors are  now  asking  for 
pay  information  well  in 
advance,"  Chingos  says. 
"They  want  all  the  back- 
up data,  including  what 
companies  are  being 
used  for  comparisons. 
And  they  want  time 
with  the  consultant 
alone."  Adds  Donald  S. 
Perkins,  a  director  at  American  Tele- 
phone &  Telegraph  Co.  and  several  oth- 
er leading  corporations:  "In  many  cases, 
the  process  of  reviewing  the  compensa- 
tion of  the  CEO  is  now  more  formal  and 
more  explicit.  We're  spending  more  time 
reviewing  the  CEO's  goals  at  the  begin- 
ning of  a  year  and  measuring  his  pro- 
gress at  the  end." 

Inside  every  boardroom,  the  key  issue 
is  how  best  to  link  pay  to  performance. 
The  standard  solution  is  the  stock  op- 
tion, but  a  number  of  more  rigorous 
committees  are  beginning  to  wonder  if 
it's  the  right  answer.  The  reason  harks 


back  to  the  old  Wall  Street  saw  abo 
not  confusing  brains  with  a  bull  mark( 
Options,  by  rewarding  CEOs  whose  sto 
rises  along  with  the  tide,  may  be  doii 

just  that. 

HIGHER  HURDLE.  Some  companies,  su 
as  M&l  and  Colgate-Palmolive  Co..  ha 
acknowledged  as  much  by  pricing  t 
options  at  a  premium.  This  year,  for  i 
stance,  Colgate  awarded  Chairman  Re 
ben  Mark  the  options  to  buy  1  millii 
shares  of  stock.  The  largest  sing 
chunk  of  those  options,  400,000,  carri 
an  exercise  price  of  S100.35  per  share 
even  though  the  stock  now  is  trading 
about  S60.  So  Colgate's  price  must  ri 
by  t%vo-thirds  before  Mark  even  begi 
to  enjoy  his  work's  larger  incentives. 

That  strategv'  ensures  that  the  shai 
holders  will  realize  stock  gains  befo 
the  chief  executive  does.  But  it  si 
doesn't  go  as  far  as  some  pay  expei 
advocate.  Some  believe  that  the  stri 
price  of  options  should  be  adjusted  for 
rise  or  fall  in  the  stock  market.  "Simp 
rewarding  an  executive  for  the  upwa 
drift  of  the  overall  market  makes  ; 
sense,"  says  Robert  H.  Topel,  an  ecor 
mist  at  the  Univei-sitv*  of  Chicago.  "Ii 
no  different  from  just  giving  him  t 
shares  outright." 

Such  talk  by  critics  of  executive-p; 
practices  is  nothing  new.  What's  diff< 
ent  is  that  boards  of  directors  are  liste 
ing — and  acting.  You  may  not  be  able 
prove  it  by  this  year's  numbers,  but  t 
times,  they  are  a-changing. 

By  John  A.  Byrne  in  Xeiv  York,  in 
Chuck  Hai'-kins  in  Atlanta  and  burei 
reports 


If  the  system  worked  perfectly,  executive 
pay  would  rise  when  the  boss  delivered  the 
goods  for  shoreholders.  And  it  would  fall 
when  corporate  performance  declined.  But  it 
doesn't  always  happen  that  way. 

In  this  Scoreboard,  BUSINESS  WEEK,  with 
Standard  &  Poor's  Compustot  Services  Inc.,  at- 
tempts to  measure  how  closely  pay  matches 
performance.  The  study  uses  two  approaches: 
It  compares  an  executive's  total  compensation 


with  the  company's  total  return  to  shareholders 
in  stock  appreciation  and  dividends  over  three 
years.  A  second  comparison  measures  pay 
against  corporate  profitability  for  the  same  pe- 
riod. Three  years  of  data  are  examined  to  mini- 
mize the  impact  of  single-year  windfalls. 

The  Scoreboard  companies  boost  market 
values  that  are  among  the  500  largest  in  the 
latest  BUSINESS  WEEK  1000  for  which  1992 
compensation  data  ore  available.  Each  compa- 


ny is  assigned  to  one  of  nine  industry  grou| 
Then,  eoch  executive's  pay,  the  company's  1 
tol  return  to  shareholders,  and  the  compon; 
profit  record  ore  measured  against  the  others 
the  group. 

Performance  ratings  ore  given  only  wh 
three  years  of  data  are  available.  On  a  scale 
5,  1  indicates  the  best  performance;  5  is  t 
worst.  The  top  1  5  °  o  of  the  sample  receives  a 
25%  a  2,  30%  a  3,  20%  a  A,  and  10%  a  5. 


1990-92  PAY-PERFORMANCE  ANALYSIS 


PAY  VS.  SHAREHOLDERS'  RETURN 

Total  compensotion  is  the  sum  of  an  executive's  salary,  bonus,  end  long- 
teim  compensation  for  the  three  years. 

Value  of  $100  invested  is  the  yearend  1992  value  of  a  $100  investment 
in  the  company  mode  three  years  earlier,  including  both  share-price  ap- 
preciation and  dividends. 

Rating  shows  how  on  executive  stacks  up  against  industry  peers,  mea- 
sured in  terms  of  pay  relative  to  total  return  to  shareholders.  The  rating  is 
based  on  an  index  in  which  the  value  of  the  investment  at  the  end  of  the 
three-year  period  is  divided  by  an  executive's  total  pay  and  then  com- 
pared with  other  executives  in  the  same  industry  group. 


PAY  VS.  CORPORATE  PROFIT 

ROE  is  the  company's  average  return  on  common  equity  over  the  thr( 
year  period. 

Change  in  ROE  is  the  improvement  or  decline  in  the  company's  profitab 
ty  over  the  ''990-92  period,  expressed  in  terms  of  a  percentage. 

Rating  shows  how  on  executive  compares  with  industry  peers  in  pay  ' 
company  profitability.  The  rating  is  based  on  on  index  that  provic 
equal  weight  to  the  company's  overall  ROE  as  well  as  its  improvement 
decline  during  the  post  three  years.  Both  these  measurements  are  divid 
by  an  executive's  total  pay  and  then  compared  with  others  in  the  sat 
industry  grouping. 


Fcx5tnoles;  *May  include  data  from  a  pfeliminary  proxy  t  Indicates  exe<ajtive  retired  in  1992-93  ^  May  exclude  option  gams  in  earlier  years  e  =  estimated  NA  -  not  available  NM  =  not  meaning 
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1992 
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SALES:  $  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 


% CHANGE 
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LONG- 
TERM 
COMP 


1990-92  PAY-PIRFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN       PAY  VS.  CORPORATE  PROFIT 


TOTAL 
COMP 


S  VALUE 
OF $100 


CHANGE 
IN  ROE 


SOOO 

1991 

$000 

$000 

INVESTED 

RATING 

% 

% 

RATING 

EROSPACE  (INDUSTRIAL:  HIGHTECH) 

1  nil 

30184.0 

F.  A.  Shroniz,  chmn.  &  CEO 

1375 

1  A 
1  O 

433 

5482 

109 

f3l 

B 

19.5 

75.2 

12] 

19.3 

D.  D.  Thornton,  exec,  v-p 

795 

12 

598 

5014 

a 

mil*  l#TRaUIII\^ 

3472,0 

W.  A.  Anders,  chmn.  &  CEO 

7849* 

423 

21 166 

37583 

239 

-2.8 

8.7 

a 

15.0 

J.  R.  Mellor,  pres.  &  COO 

3853* 

221 

10422 

20634 

SI 

a 

•Includes  S5.5  mil  (CEO)  &  $2.0  mil  (COO)-loss  of  benefits. 

TIN  MARIETTA 

5954.3 

N.  R.  Augustine,  chmn.  &  CEO 

1403 

18 

465 

7450 

167 

m 

18.8 

-21.6 

m 

17.8 

A.  T.  Young,  pres.  &  COO 

1008 

34 

276 

4399 

m 

m 

•MNELL 

17373.0 

J.  F.  McDonnell,  chmn.  &  CEO 

686 

-19 

0 

2114 

88 

m 

13.4 

NA 

B 

iLAS' 

23.1 

G.  A.  Johnston,  pres.  &  COO 

603 

-17 

0 

1857 

m 

B 

ED 

22032.0 

R.  F.  Danieil,  chmn.  &  CEO 

1011 

-13 

1046 

7860 

99 

g] 

-4.7 

-101.4 

a 

N0IO6IES 

-0.2 

G.  Oovid,  pres.  &  COO 

688 

4 

1301 

3980 

a 

a 

IRLfNES 

[TRANSPORTATION) 

14396.0 

R.  L.  Crandall,  chmn.,  pres.  &  CEO 

626 

4 

300 

2698 

116 

m 

-7.2 

-220.7 

a 

-14.2 

D.  J.  Carty,  exec,  v-p  &  CFO 

469 

9 

618 

2265 

m 

a 

{ AIR  UNES 

115^9.2 

R.  W.  Allen,  chmn.  &  CEO 

532 

10 

0 

2740 

80 

m 

-10.3 

-255.2 

[U 

-27.3 

W.  W.  Hawkins,  pres.  &  COO 

372 

34 

0 

1987 

m 

12889.7 

S.  M.  Wolf,  chmn.  &  CEO 

625 

9 

0 

17125 

74 

m 

-14.3 

-234.1 

1 

-27.8 

J.  C.  Pope,  pres.  &  COO 

458 

-11 

0 

7886 

m 

[3] 

,PPLIAN€ES  (CONSUMER  PRODUCTS) 

tlPOOL 

7301.0 

D.  R.  Whitwam,  chmn.  &  CEO 

1985 

29 

990 

5511 

145 

m 

9.7 

-2.7 

[3] 

12.8 

W.  D.  Marohn,  pres.  &  COO 

757 

46 

311 

2111 

m 

1] 

UTOMOTIVE  (CONSUMER  PRODUaS) 

SUR' 

35501.0 

L.  A.  lacocca,  chmn.  &  CEOf 

1528 

73 

15380 

21615 

181 

H 

-0.7 

33.0 

m 

5.8 

R.  J.  Eaton,  vice<hmn.  &  COO 

1 197 

NA 

754 

NA 

NA 

NA 

\{ 

5036.1 

S.  J.  Morcott,  chmn.,  pres.,  CEO  &  COO       1 082 

90 

402 

2629 

150 

B 

4.9 

-52.9 

[S 

6.1 

B.  R.  Reimer,  exec,  v-p 

543 

64 

96 

1352 

B 

[§ 

IIR 

3869.0 

W.  E.  Butler,  chmn.  &  CEO 

960 

107 

444 

2829 

155 

B 

11.6 

-21.1 

[31 

14.5 

S.  R.  Hardis,  vice-chmn.,  CFO  &  CAO  639 

55 

477 

2509 

m 

1 

MOTOR' 

100132.3 

H.  A.  Poling,  chmn.  &  CEO 

1183 

18 

1382 

6167 

113 

m 

-3.1 

-118.3 

m 

-3.1 

P.  E.  Benton,  Jr.,  pres.  &  COOf 

736 

18 

1468 

4759 

a 

SI 

RAL  MOTORS 

130590.0 

J.  F.  Smith,  Jr.,  pres.  &  CEO 

748 

30 

0 

2102 

91 

m 

-11.6 

-177.9 

S] 

-9.4 

W.  E.  Hoglund,  exec,  v-p^ 

592 

18 

53 

1862 

m 

m' 

ANKS  &  BANK  HI 

(FINANCIAL  SERVICES) 

:ONE 

5999.0 

J.  B.  McCoy,  chmn.  &  CEO 

1950 

23 

643 

6473 

211 

m 

15.7 

16.9 

m 

17.9 

D.  L.  McWhorter,  pres.  &  COO 

1061 

58 

506 

3216 

m 

m 

(OF 

5291.7 

1.  Stepanian,  chmn.  &  CEO 

1297 

100 

2200 

4996 

140 

m 

-8.3 

222.6 

a 

ON 

9.7 

C.  K.  Gifford,  pres. 

973 

116 

673 

2678 

m 

a 

(OF 

3583.0 

J.  C.  Bacot,  chmn.  &  CEO 

1768 

121 

42 

3657 

147 

m 

8.5 

NA 

m 

YORK 

10.8 

S.  F.  Chevalier,  vice<hmn. 

954 

119 

482 

2513 

m 

m 

(AMERIU 

15262.0 

R.  M.  Rosenberg,  chmn.  &  CEO 

2010 

26 

437 

9265 

187 

a 

13.6 

-32.3 

m 

10.6 

F.  N.  Newman,  vice<hmn.* 

1650 

65 

408 

5842 

m 

m 

*  Resigned  1/93. 

(ERS  TRUST 

6550.0 

C.  S.  Sanford,  Jr.,  chmn.  &  CEO 

2362 

27 

2955 

13873 

185 

s 

23.0 

NA 

m 

YORK 

22.1 

E.  B.  Shanks,  Jr.,  pres. 

2061 

24 

2590 

11125 

a 

B 

lEn  BANKS 

3456.5 

C.  E.  Rice,  chmn.  &  CEO 

1547 

67 

574 

4026 

125 

m 

6.3 

-46.5 

a 

8.1 

A.  L.  Lastinger,  Jr.,  pres.  &  COO 

858 

73 

467 

2328 

m 

a 

MEN'S 

2000.7 

A.  B.  Craig  III,  chmn.,  pres.  &  CEO 

931 

25 

351 

3302 

195 

B 

11.7 

2.7 

m 

SHARES 

12.0 

S.  B.  Hayes  III,  vice-chmn. 

653 

24 

287 

2304 

m 

m 

E  MANNAmN 

11125.0 

T.  G.  Labrecque,  chmn.  &  CEO 

1381 

20 

183 

4073 

95 

m 

3.1 

NA 

B 

10.2 

A.  F.  Ryan,  pres.-Bank 

1 102 

19 

20 

3112 

a 

B 

IICAL 

12174.0 

J.  F.  McGillicuddy,  chmn.  &  CEOf 

2250 

10 

0 

5180 

144 

m 

6.5 

NA 

B 

(INC 

12.0 

W.  V.  Shipley,  pres. 

2000 

18 

0 

4903 

a 

B 

ORP 

31948.0 

J.  S.  Reed,  chmn.  &  CEO 

2185 

90 

62 

4701 

86 

a 

-2.2 

37.7 

a 

6.2 

W.  R.  Rhodes,  vice-chmn. 

1443 

241 

38 

2289 

m 

a 

STATES 

2134.0 

T.  A.  Larsen,  chmn.,  pres.  &  CEO 

1178 

29 

604 

4023 

148 

m 

12.7 

-5.6 

m 

NCIAL' 

15.1 

F.  E.  Reed,  pres.-Phil.  Natl  Bank  Div  509 

8 

392 

1793 

m 

m 

1  THIRD 

894.5 

G.  A.  Schaefer,  Jr.,  pres.  &  CEO 

718 

17 

173 

2251 

228 

B 

15.8 

5.4 

B 

:ORP 

16.3 

G.  W.  Landry,  exec,  v-p 

366 

24 

84 

1202 

B 

B 
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COMPANY   EXECUTIVE   1992  COMPENSATION  1990-92  PAY-PERFORMANCE  ANALYSIS 

1992   TOTAL  ANNUAL  COMP.     LONG-  PAY  VS  SHAREHOLDEB  RETURN        PAY  VS  CORPORATE  PROf 


SALES:  S  MILLIONS  SALARY     %  CHANGE      TERM  TOTAL         $  VALUE  CHANGE 

ROE:%  &  BONUS       FROM        COMP,  COMP        OFS100  ROE  IN  ROE 

SOOO  1991  5000  SOOO        INVESTED  RATING  %  %  HA 


flRST  BANK  SYSTEM 

1 864.2 

J.  F.  Cjrundhofor,  chmn.,  pr&s.  &  OE^^ 

1 1 48 

15 

1 329 

4222 

1 83 

[2l 

10  2 

NA 

5.5 

R.  A.  Zona,  vice-chmn.  &  CFO 

490 

9 

189 

1485 

El 

FIRST  CHICA60 

4358.0 

R.  L.  Thomos,  chmn.,  prGs.  &  CEO 

1  164 

1 1 1 

1 73 

341 7 

1 13 

[U 

2.1 

-141  7 

-6.0 

L.  F.  Mullin,  exec,  v-p 

566 

24 

139 

2032 

[3] 

FIRST  FIDELITY 

2462.0 

A.  P.  Terrocciono,  chmn.,  pres.  &  CEO 

1075 

19 

891 

4454 

204 

8.6 

47.5 

BANCORPORATION 

15.3 

W.  SchoellkopI,  vice-chmn.  &  CFO 

639 

10 

261 

1972 

□ 

FIRST  INTERSTATE 

4101.8 

E.  M.  Corson,  chmn.  &  CEO 

1837 

176 

29 

3440 

126 

[2] 

2.9 

NA 

BANCORP 

8.5 

W.  E.  B.  Siart,  pres. 

1446 

165 

77 

281 1 

H 

FIRST  OF  AMERICA 

1857.4 

D.  R.  Smith,  chmn.  &  CEO 

886 

15 

0 

2812 

176 

E 

1 2.9 

-1 4.9 

BANK 

1 1.8 

R.  F.  Chormcnn,  pres.  &  COO 

579 

15 

0 

1787 

E 

FIRST  UNION ' 

4355.0 

E.  E.  Crulchfield,  Jr.,  chmn.  &  CEO 

1559 

140 

1569 

5425 

228 

[2] 

1 1 .2 

7.5 

13.3 

J.  R.  Georgius,  pres. 

1050 

133 

1042 

3529 

[2] 

FLEET  FINANCIAL 

4852.0 

T.  Murroy,  chmn.,  pres.  &  CEO 

1 667 

19 

1099 

6012 

136 

[U 

3.5 

-36  0 

GROUP 

10.7 

M.  R.  Zucchini,  exec,  v-p^ 

709 

13 

0 

2256 

El 

KEYCORP 

2238.8 

V.  J.  Riley,  Jr.,  chmn.,  pres.  &  CEO 

1 380 

20 

1967 

5471 

236 

[H 

14.3 

1 0.9 

15.4 

J.  R.  Woterston,  group  exec,  v-p  &  CBO 

1054 

NA 

558 

NA 

NA 

MBNA 

1 172.0 

A.  Lerner  chmn.  &  CEO 

1 1 85 

55 

431 

NA 

NA 

NA 

NA 

NA 

27.1 

C.  M.  Cowley,  pres.,  chmn.  &  CEO-Bonk 

1249 

32 

3603 

NA 

NA 

MELLON  BANK 

2972.0 

F.  V.  Cohouet,  chmn.,  pres.  &  CEO 

1313 

1 7 

2002 

81 77 

200 

El 

14.0 

76.2 

18.5 

W.  K.  Smith,  vice<hmn. 

574 

10 

778 

3201 

[H 

J.  P.  MORGAN 

10231.0 

0.  ^Veotherstone,  chmn. 

2433 

20 

2775 

13657 

163 

H 

18.7 

NA 

20.7 

D.  A.  Worner  III,  pres. 

2060 

22 

1989 

9227 

a 

NATIONAL  CITY 

2783.7 

E.  B.  Brondon  chmn.  &  CEO 

994 

32 

664 

4939 

141 

n 

1 3.9 

-17.6 

14.4 

D.  A.  Doberko,  deputy  chmn. 

61 1 

28 

245 

2267 

NATIONSBANK 

9942.0 

H.  L.  McColl,  Jr.,  chmn.  &  CEO 

2551 

28 

61 38 

12192 

121 

9.6 

-0.4 

14.4 

J.  W.  Thompson,  chmn.-NotionsBonk  Eost 

1 100 

10 

3059 

5833 

a 

NBD  BANCORP ' 

3373.0 

C.  T.  Fisher  III,  chmn.  &  pres. 

1613 

8 

1404 

7870 

167 

14.2 

-1 1 .0 

13.8 

V.  G.  Islock,  vice-chmn. 

854 

7 

551 

3781 

NORTHERN 

1231.0 

D.  W.  Fox,  chmn.,  pres.  &  CEO 

971 

8 

1717 

4864 

213 

m 

17.9 

-10.7 

TRUST 

17.8 

B.  G.  Hastings,  sr.  exec,  v-p 

459 

10 

501 

1957 

a 

NORWEST ' 

4815.8 

L.  P.  Johnson,  chmn.  &  CEO 

1933 

19 

2039 

10271 

204 

12.6 

-19.5 

14.7 

R.  M.  Kovocevich,  pres.  &  COO 

1442 

18 

3794 

12370 

a 

PNC  BANK ' 

4105.7 

T.  H.  O'Brien,  chmn.  &  CEO 

800 

-37 

1677 

4477 

151 

g] 

9.4 

6.7 

14.1 

J.  E.  Rohr,  pres. 

400 

-27 

946 

2176 

m 

REPUBLK 

2340.8 

W.  H.  Weiner,  chmn.  &  CEO-Corp.  &  Bank 

953 

4 

0 

2689 

145 

E 

13.3 

NA 

NEW  YORK 

13.5 

J.  C.  Keil,  pres.,*  vice-chmn. -Bank 

1383 

23 

0 

3592 

STATE  STREET 

1417.3 

M.  N.  Carter,  pres.  &  CEO 

1000 

1 1 6 

651 

NA 

229 

NA 

16.9 

-3.4 

BOSTON 

16.8 

D.  A.  Spina,  vice-chmn. 

725 

16 

1 157 

7782 

a 

SUNTRUST  BANKS 

31 10.3 

J.  B.  Williams,  chmn.  &  CEO 

680 

13 

4322 

10991 

204 

a 

15.0 

-5.3 

15.3 

L.  P.  Humonn,  pres. 

409 

24 

1737 

4576 

m 

1935.0 

R.  L.  Breezley,  chmn.  &  CEO 

69 1 

362 

2474 

1 64 

m 

1 4  3 

—4  4 

13.7 

E.  P.  Jensen,  pres.  &  COO 

409 

0 

1 882 

m 

WACHOVIA 

WwHVIIVw  BM 

2778.3 

J.  G.  Medlin,  Jr.,  chmn.  &  CEO 

1 1 76 

68 

2536 

643 1 

1 74 

(31 

1 3  4 

1  0 

15.6 

J.  G.  Lindley,  vice-chmn.^ 

641 

26 

59 

2236 

HI 

WILLS  MBGO 

5204.0 

C.  E.  Reichordt,  chmn.  &  CEO 

//O 

n 
u 

u 

OU  1  0 

1 1 5 

f2l 

10  2 

-68  3 

7.4 

W.  F.  Zuendt,  vice-chmn. 

636 

50 

0 

3701 

[3] 

6  BEVERA 

(CONSUMER  PRODUaS) 

ANHEUSER-BUSCH 

1 1393.7 

A.  A.  Busch  III,  chmn.,  pres.  &  CEO 

2014 

8 

4680 

15075 

160 

a 

21.9 

-13.1 

21.5 

J.  E.  Ritter,  exec,  v-p,  CFO  &  CAO 

1039 

7 

1103 

6423 

m 

COCA-COIA 

13073.9 

R.  C.  Goizueto,  chmn.  &  CEO 

3201 

2 

12017 

101062 

224 

m 

40.4 

31.7 

48.4 

D.  R.  Keough,  pres.  &  COO 

2141 

-2 

38630 

50048 

COCA-COU 

5127.0 

S.  K.  Johnston,  Jr.,  vice-chmn.  &  CEO 

1432 

NM 

2956 

NA 

78 

NA 

-0.6 

-132.0 

ENTERPRISES 

-1.2 

H.  A.  Schimberg,  pres.  &  COO 

1 162 

NM 

2544 

NA 

NA 

PEPSICO 

21970.0 

D.  W.  Collowoy,  chmn.  &  CEO 

2369 

25 

8844 

15984 

201 

m 

20.6 

-13.6 

20.0 

R.  A.  Enrico,  chmn.  &  CEO-Worldwide  Fds 

1221 

29 

14524 

18559 

7  BUILDING  MATERIALS  (industrial  low tech) 

PPG  IHDUSTRIES 

5813  9 

V.  A.  Sarni,  chmn.  &  CEO 

1365 

31 

'282 

6792 

179 

m 

12.7 

-41.9 

1 1,8 

R.  M.  Rompolo,  group  v-p-coating  &  resins 

684 

64 

0 

2058 

m 

SHERWIN-WILLIAMS 

2747.8 

J.  G.  Breen,  chmn.  &  CEO 

1201 

1 1 

654 

5147 

185 

m 

15  6 

-2.1 

16.0 

T.  A.  Commes,  pres.  &  COO 

749 

15 

1344 

3757 

m 

8  CHEMICALS 

(INDUSTRIAL:  LOW  TECH) 

AIR  PRODUaS  & 

3270.3 

H.  A.  Wogner,  chmn.,  pres.  &  CEO 

770 

56 

142 

21 12 

204 

E 

13  6 

-113 

CHEMIUIS 

13,6 

J.  R.  Lovett,  exec,  v-p-gases  &  equip. 

453 

1 

548 

1952 

m 

AMERICAN 

5267.5 

G.J.  Sello,  Jr.,  chmn.  &  CEO 

1434 

10 

978 

7142 

116 

a 

10.8 

15.4 

aANAMID 

14.5 

A.  J.  Costello,  pres. 

751 

12 

278 

2961 

m 
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EXECUTIVE  COMPENSATION  SCOREl 


IIPANY 


EXECUTIVE 


1992  COMPENSATION 


TOTAL  ANNUAL  COMP 


SALES:  $  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 

$000 


% CHANGE 
FROM 
1991 


LONG 
TERM 
COMP 

$000 


1990-92  PAY-PERFORMANCE  ANALYSIS  

PAY  VS.  SHAREHOLDER  RETURN  PAY  VS  CORPORATE  PROFIT 
TOTAL        S  VALUE  CHANGE 

COMP        OF  SI 00  ROE  IN  ROE 

SOOO         INVESTED  RATING  %  %  RATING 


IKAL 


3098.0 
12.1 


A.  R.  Hirsig,  pres.  &  CEO 


716 
480 


25 
33 


1950 
1 197 


141 


m 
m 


13.6 


-52.5 


CHEMICAL 

18971.0 
3.3 

F.  P.  PopoH,  pres.  &  CEO 
A.  J.  Butler,  sr.  v-p 

800 
584 

-22 
8 

176 
595 

3902 
2701 

91 

m 
a 

9.7 

-89.3 

m 

ONT 

37799.0 
5.6 

E.  S.  Woolard,  Jr.,  chmn.  &  CEO 
C.  S.  Nicandros,  vice-chmn. 

1242 
898 

-8 
-1 

1400 
2400 

5631 
6407 

127 

SI 

m 

9.4 

-64.5 

a 
a 

LHARD 

2399.7 
15.5 

O.  R.  Smith,  pres.  &  CEO 
L.  D.  LoTorre,  sr.  v-p  &  COO 

1291 
694 

4 

6 

2118 
1452 

1 1181 
4543 

280 

m 
m 

12.3 

NA 

m 
m 

L 

2975.0 
19.2 

B.  C.  Goltwald,  pres.,  CEO  &  COO 
F.  D.  Gottwald,  Jr.,  chmn. 

993 
1023 

8 
6 

6 
5 

2840 
3109 

111 

m 
m 

19.4 

-21.0 

m 

!S 

GRAtt 

5518.2 
5.0 

J.  P.  Grace,  chmn.  &  CEO  1919 
J.  P.  Bolduc,  pres.  &  COO                         1 452 
*  Includes  $5.0  mil.  paid  in  connection  with  retirement. 

12 
12 

6992* 
1565 

18969 
9778 

136 

m 

8.8 

-66.1 

a 
a 

T  LAKES 

IICAL' 

1496.5 
22.3 

E.  Kampen,  chmn.,  pres.  &  CEO 
R.  T.  Jeftares,  v-p-finance 

1071 
281 

2 
2 

7027 
595 

11043 
1976 

297 

m 
m 

19.6 

7.2 

m 
ffl 

ULES 

2864.9 
9.6 

T.  L.  Gossoge,  chmn.,  pres.  &  CEO 
R.  Schwartz,  exec,  v-p;  pres.-subs. 

1507 
770 

52 
34 

0 
0 

5624 
4516 

180 

m 
m 

6.5 

NA 

m 
m 

FLAVORS  & 
RANCES' 

1126.4 
16.9 

E.  P.  Grisanii,  chmn.  &  pres. 
H.  R.  KIrkpatrick,  sr.  v-p^ 

900 
517 

14 
13 

15575 
71 

18387 
1395 

172 

m 

B 

17.3 

-6.9 

m 
m 

SANTO 

7763.0 
-4.2 

R.  J.  Mahoney,  chmn.  &  CEO 

E.  H.  Harbison,  Jr.,  chmn.-exec.  comm. 

1351 
988 

-12 
-7 

0 

467 

5222 
4547 

1 1 1 

B 

a 

5.8 

-124.3 

m 
m 

rON 

tNATIONAL 

2143.8 

11.7 

C.  S.  Locke,  chmn.  &  CEO 
S.  J.  Stewart,  pres.  &  COO 

1341 
760 

15 
13 

0 
0 

4733 
2484 

178 

m 
m 

12.5 

8.8 

m 
m 

0  CHEMICAL 

1374.5 
23.4 

W.  H.  Clark,  chmn.  &  CEO 
E.  J.  Mooney,  pres.  &  COO 

956 
573 

13 
15 

993 
399 

5255 
2412 

150 

m 
m 

24.5 

-8.4 

m 
a 

lAIR 

2604.0 
15.4 

H.  W.  Lichtenberger,  chmn.  &  CEOt 
E.  G.  Hotard,  pres. 

Includes  compensation  paid  by  Union  Carbide 

913  74 
493  73 

prior  to  6/30/92  spinoff. 

0 
0 

2338 
1220 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

H&HAAS 

3063.4 
13.1 

J.  L.  Wilson,  chmn.  &  CEO 
J.  P.  Mulroney,  pres.  &  COO 

927 
643 

24 
17 

867 
306 

3854 
2497 

165 

m 
m 

14.9 

-2.3 

m 
m 

K  CARBIDE 

4872.0 
8.6 

R.  D.  Kennedy,  chmn.  &  CEO 
W.  H.  Joyce,  pres.  &  COO 

1577 
623 

95 
102 

0 
391 

3800 
2321 

153 

m 

5.2 

-64.1 

m 
m 

OII6I.OMERATES 

(INL^Uol KIAL:  LUW  itLnJ 

STAHDARD 

5216.1 
12.3 

R.  B.  Mundt,  chmn.  &  CEO 
R.  C.  Gozon,  pres.  &  COO 

1310 
916 

79 
81 

0 

264 

3947 
2366 

113 

m 
m 

12.1 

-37.0 

m 
m 

iOSIGHAL 

12042.0 
23.8 

L.  A.  Bossidy,  chmn.  &  CEO 
A.  Belzer,  pres.  &  COO 

2320 
1428 

96 
30 

1 124 
1386 

NA 
5768 

186 

NA 

a 

9.4 

53.6 

NA 

m 

■RAL  ELEaRIC      56274  0 
18.4 

J.  F.  V/elch,  Jr.,  chmn.  &  CEO 
E.  E.  Hood,  Jr.,  vice<hmn. 

3500 
2062 

11 
17 

14470 
2735 

29796 
12727 

142 

[S 

m 

19.6 

-2.7 

a 
a 

:OURT 
RAL 

3776.1 
12.6 

R.  J.  Tarr,  Jr.,  pres.,  CEO  &  COO 
R.  A.  Smith,  chmn. 

1925 
1275 

27 
0 

1750e 
0 

6900 
3783 

147 

a 
m 

-15.3 

88.1 

a 

•EHOLD 
tNATIOHAL 

4180.6 
10.0 

D.  C.  Clark,  chmn.  &  CEO 

E.  P.  Hoffman,  pres.  &  COO 

1357 
968 

24 
24 

2107 
792 

7095 
4161 

127 

a 
a 

1 1.3 

-42.7 

a 
a 

21651.0 
-4.2 

R.  V.  Araskog,  chmn.,  pres.  &  CEO 
M.  C.  Woodward,  Jr.,  vice-chmn. t 

1673 
769 

-40 
-32 

0 

560 

16807 
5824 

131 

m 

5.4 

-137.4 

a 
a 

696.9 
15.6 

M.  G.  Hardy,  pres.  &  CEO 
D.  B.  Poll,  founder  chmn.f 

787 
1004 

-4 
33 

0 
264 

3010 
2498 

182 

m 
m 

15.7 

0.9 

m 
m 

[WELL 
KHATIONAL 

10837.9 
17.7 

D.  R.  Beall,  chmn.  &  CEO 
K.  M.  Black,  exec,  v-p  &  COO 

1403 
804 

-7 
2 

0 
0 

8257 
3888 

133 

a 
m 

15.6 

-4.0 

m 
m 

RON 

8344.2 
10.5 

J.  F.  Hardymon,  pres.  &  CEO 
B.  F.  Dolan,  chmn.f 

*lnc!udes  $2,743,738  eorned  from  previously 

1500  23 
2230  0 
awarded  shores/units. 

370 
7876* 

4801 
15737 

195 

m 

10.5 

-1.2 

m 
a 

8311.0 
13.6 

J.  T.  Gorman,  chmn.  &  CEO 
E.  D.  Dunford,  pres.  &  COO 

1566 
903 

43 

30 

2824 
1709 

6654 
4331 

127 

a 
a 

5.4 

-9.0 

a 
a 

CONTAINERS  &  PACKAGING  (industrial  low tech) 

¥N  CORK 

AL 

3780.7 
13.6 

W.  J.  Avery,  chmn.,  pres.  &  CEO 
M.  J.  McKenna,  exec,  v-p 

786 
371 

71 
48 

491 
1034 

2163 
2066 

225 

m 
m 

12.2 

16.9 

a 
m 

>C0 

>uas 

1838.0 
14.5 

C.  W.  Coker,  chmn.  &  CEO 
R.  C.  King,  Jr.,  pres.  &  COO 

1002 
758 

48 

52 

585 
0 

3462 
2058 

137 

m 
m 

13.7 

-28.6 

m 
m 

>LE-INIAND 

2713,2 
9.0 

C.  J.  Grum,  chmn.  &  CEO 
R.  F.  Adelizzi,  group  v-p 

700 
605 

0 
NA 

1 119 

0 

6949 
NA 

156 

m 

NA 

11.4 

-45.4 

m 

NA 

DRUGS 

(CONSUMER  PRODUCTS) 

m 

tRATORIES 

7851.9 
37.0 

D.  L.  Burnham,  chmn.  &  CEO  1509* 
T.  R.  Hodgson,  pres.  &  COO                      1 093* 
•Includes  one  more  pay  period  than  previous  years. 

13 
15 

5469 
2567 

15005 
7675 

187 

a 
a 

35.0 

17.4 

m 
m 

I 

229.3 
17.7 

M.  S.  Gerstel,  co-chmn.,  CEO  &  CFO 
J.  E.  Shaw,  pres.  &  COO 

427 
323 

-4 
-5 

10088 
1965 

11355 
2916 

214 

m 
m 

3.2 

76.0 

a 
m 
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COMPANY 

EXECUTIVE 

1992  COMPENSATION 

1990-92  PAY-PERFORMANCE  ANALYSIS 

1992 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIl 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
SOOO 

%  CHANGE 
FROM 
1991 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

%  RAl 

AMERICAN  HOME 
PDOBurrs 

7873.7 
32  3 

J.  R.  Stattord,  chmn.  &  CEO 
B.  Canavan,  pres. 

2040 
1260 

1  1 
1  1 

2462 
1704 

11832 
5081 

139 

a 
m 

40.0 

-42.3 

BAUSCH  &  IAMB 

1709.1 
19  3 

D.  E.  Gill,  chmn.  &  CEO 

T.  C.  McDermott,  pres.  &  COO 

2267 
1365 

56 
71 

3556 
1009 

14090 
7181 

174 

a 
a 

15.2 

20.5 

BAXTER 

8471.0 
1 2  8 

V.  R.  Loucks,  Jr.,  chmn.  &  CEO 
J.  R.  Tobin,  pres.  &  COO 

2522 
1228 

63 
89 

2671 
1535 

11762 
5169 

138 

a 
m 

8.9 

12.2 

BEaON 
DICKINSON 

2424.8 
13  6 

R.  V.  Gilmartin,  pres.  &  CEO 

C.  Castellini,  sector  pres.-medical 

827 
387 

9 
10 

153 
249 

2975 
1426 

133 

m 
m 

14.4 

-8.1 

BRISTOL-MYERS 
SOUIRB 

11156.0 
25  5 

R.  L.  Gelb,  chmn.  &  CEO 
W.  A.  Davidson,  exec,  v-p 

2011 
1097 

-2 
-1 

4793 
1724 

23234 
6271 

133 

m 
a 

31.1 

73.9 

GENENTECH 

496.2 
2.1 

G.  K.  Roob,  pres.  &  CEO 
A.  D.  Levlnson,  sr.  v-pf 

1056 
370 

21 
6 

0 
0 

11015 
985 

180 

u 
m 

-1.4 

-77.9 

IMURA  GROUP 

1759.4 
10.9 

M.  B.  Ingle,  pres.  &  CEO 

R.  F.  Bentele,  v<hmn/exec  v-p;  pres-subs. 

920 
670 

6 
-8 

1057e 
1063e 

6795 
6566 

201 

m 
m 

8.9 

-1.0 

JOHNSON  & 
JOHNSON 

13753.0 
31.4 

K.  S.  Larsen,  chmn.  &  CEO 
R.  N.  Wilson,  vice-chmn. 

1741 
1436 

26 
31 

2683 
1403 

7923 
6521 

178 

m 
m 

26.9 

20.5 

ELI  LILLY 

6167.3 
16.9 

V.  D.  Bryson,  pres.  &  CEO 

E.  L.  Step,  exec,  v-p;  pres-Phar.  DIv 

1235 
1084 

-3 
-13 

0 
95 

8001 
7797 

97 

a 

25.3 

-32.3 

MARION  MERREU 
DOW 

3320.0 
36.0 

F.  W.  Lyons  Jr.,  pres.  &  CEO                      1525*  16 
D.  B.  Shorrock,  exec,  v-p  &  COO                  910  11 

*Excludes  $  1 00,000  CEO  received  as  stock  options  (in  lieu  of  solory). 

0 
0 

13107 
2456 

106 

a 
m 

39.1 

-10.0 

MEDTRONIC 

1303.7 

W.  W.  George,  pres.  &  CEO 
G.  D.  Nelson,  vice-chmn. 

712 
505 

33 
10 

592 
501 

2933 
2689 

294 

m 
m 

20.7 

10.4 

MERCK 

9662.5 
44  7 

P.  R.  Vogelos,  chmn.  &  CEO 
E.  M.  Scolnick,  sr.  v-p 

2525 
1293 

7 
30 

0 

1267 

13011 
5019 

177 

m 
m 

44.8 

5.2 

PFIZER 

7230.2 

W.  C.  Steere,  Jr.,  chmn.  &  CEO 
E.  C.  Bessey,  vice-chmn. 

1500 
786 

40 
14 

250 
820 

4629 
3616 

220 

m 
m 

17.8 

54.3 

RHONE-POULENC 
RORER 

4095.9 
33  8 

R.  E.  Cawthorn,  chmn.  &  CEO 
R.  H.  Thurman,  exec,  v-p 

1193 
634 

-6 
-7 

2622 
0 

1 1858 
4277 

206 

m 
m 

22.2 

89.0 

SCHERING-PLOUGH 

4055.7 
45  1 

R.  P.  Luciano,  chmn.  &  CEO 
R.  J.  Kogan,  pres.  &  COO 

1894 
1178 

13 
10 

1531 
942 

12324 
8177 

158 

m 
a 

40.1 

87.1 

SIGMA-ALDRICH 

654.4 
18.6 

C.  T.  Corl,  chmn.,  pres.  &  CEO 

D.  R.  Harvey,  exec,  v-p  &  COO 

728 
531 

53 
53 

396 
291 

2948 
2078 

202 

m 
m 

18.7 

-13.1 

SYNTEX 

2043,4 
29.3 

P.  E.  Freiman,  chmn.  &  CEO 
H.  A.  Wolf,  v!ce<hmn. 

1032 
642 

2 
-5 

315 
1043 

3170 
4138 

103 

m 
m 

38.6 

-43.3 

U.S.  SURGICAL 

1197.2 
23.5 

L.  C.  Hirsch,  chmn.  &  CEO 
T.  Josefsen,  exec,  v-p 

1695 
964 

25 
29 

60476 
26362 

89428 
53226 

508 

m 
m 

23.9 

29.0 

UPJOHN ' 

3668.9 
26.6 

T.  Cooper,  chmn.  &  CEO 
W.  U.  Porfet,  pres. 

1506 
656 

13 
24 

690 
839 

6347 
2667 

94 

m 
m 

28.8 

48.8 

WARNER- 
LAMBERT 

5597.6 
42.1 

M.  R.  Goodes,  chmn.  &  CEO 
L.  J.  R.  de  Vink,  pres.  &  COO 

1565 
996 

22 
25 

3299 
150 

10109 
2786 

129 

m 
m 

29.6 

15.3 

12  ELECTRICAL,  ELECTRONICS  (industrial hightech) 

ADVANCED 
MICRO  DEViaS 

1514.5 
22.4 

W.  J.  Sanders  III,  chmn.  &  CEO 
R.  Previle,  pres.  &  COO 

2965 
1455 

72 
53 

19391 
2217 

28624 
5281 

230 

a 
m 

9.9 

333.8 

AMP 

3337.6 
14.9 

H.  A.  Mclnnes,  chmn.  &  CEOf 
J.  E.  Marley,  pres.  &  COO 

925 
654 

54 
36 

74 
173 

2149 
1766 

140 

m 
m 

14.8 

-13.6 

COOPER  INDUSTRIES 

6158.5 
10.9 

R.  Cizik,  chmn.  &  CEO 
A.  E.  Riedel,  vice<hmn. 

799 
440 

-24 

-25 

1333 
599 

9651 
4677 

127 

m 
m 

10.4 

11.2 

EMERSON  ELEaRIC 

7872.8 
18.1 

C.  F.  Knight,  chmn.  &  CEO 
A.  E.  Suter,  pres.  &  COO 

1884 
925 

4 
14 

588 
0 

6050 
2389 

151 

m 
m 

19.3 

-5.5 

INTEL 

5844.0 
19.6 

A.  S.  Grove,  pres.  &  CEO 

C.  H.  Barrett,  exec,  v-p  &  COOt 

1351 
981 

21 
22 

4710 
1501 

8037 
3896 

252 

m 
m 

18.7 

27.7 

LinON  INDUSTRIES 

5592.1 
12.2 

O.  L.  Hoch,  chmn.  &  CEO 
J.  T.  Casey,  vice-chmn.  &  CFO 

1134 
718 

-19 
-20 

0 
0 

3877 
4904 

116 

m 
a 

10.5 

-12.8 

MOLEX 

817.6 
10.4 

F.  A.  Krehbiel,  vice-chmn.  &  CEO 
J.  H.  Krehbiel,  Jr.,  pres. 

499 
441 

2 

14 

75 
169 

1576 
1366 

170 

m 
m 

11.7 

-22.7 

MOTOROLA 

13303.0 
11.2 

G.  M.  C.  Fisher,  chmn.  &  CEO 
G.  L.  Tooker,  pres.  &  COO 

1462 
1 135 

31 
31 

3748 
3831 

7277 
8079 

183 

m 
a 

10.9 

-14.5 

RAYCHEM 

1361.7 
-1.9 

R.J.  Saldich,  pres.  &  CEO 

E.  A.  Keible,  Jr.,  pres.-Raynet  Corp. 

449 
324 

0 
0 

0 
0 

1795 
973 

133 

m 
m 

-7.2 

-137.6 

TEXAS 

INSTRUMENTS 

7440.0 
12.2 

J.  R.  Junkins,  chmn.,  pres.  &  CEO 
W.  P.  Weber,  exec,  v-p 

900 
518 

50 
50 

357 
207 

2703 
1580 

136 

m 
m 

-6.6 

-5.6 

WESriNCHOUSE 
ELSaRIC 

8447.0 
13.7 

P.  E.  Lego,  chmn.  &  CEOt                           7 1 3 
B.  B.  Staniar,  chmn.-tubs.  671 
'Excludes  $800,000  speciol  separation  allowance  paid  in 

5            0*  3585 
89            0  1910 
connection  with  2/93  retirement. 

46 

a 
a 

-2.8 

-34.9 
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ntrodiicing 

MM  UniPlan 

SM 

The  best  business  long  distance  and 
the  most  reliable  800  service  combined. 


It's  the  best  of  both  worlds,  in  a  single 
ervice,  for  companies  with  monthly  out- 
)ound  long  distance  and  800  service 
expenditures  of  $2,000 
;o  $85,000. 

With  AT&T  UniPlan 
Service,  you  get  the  fast- 
est call  set-up  time,  the 
lighest  call  completion 
ate  and  the  most  reliable 
letwork  in  the  business.* 
Together  with  the 
issurance  of  dedicated, 
"esponsive  service,  24 
lours  a  day  7  days  a  week, 
3y  a  thoroughly  trained 
JniPlan  specialist.  You 
get  a  single  point  of 
:ontact— a  true  professional— who  will  per- 
sonally resolve  any  issues  you  might  have. 

Domestic  or  international  calls,  single 
or  multilocation  businesses  —  UniPlan 

AT83r.  The  Best 


Service  works  for  all  of  them,  and  does  it 
with  one  bill. 

The  message  is  clean  AT&T's  new 

UniPlan  Service  was  de- 
signed from  day  one  to 
give  you  more:  more 
efficiency  more  produc- 
tivity more  reliability 
more  profits. 

There'll  never  be  a 
better  time  for  your  busi- 
ness to  come  back  to 
AT&T  Switch  to  AT&T 
UniPlan  Service  now  and 
we'll  give  you  a  usage 
credit  of  up  to  $200,000 
over  2  years.**  That's  like 
getting  up  to  one  hun- 
dred free  days  of  AT&T  quality  reliability 
and  service.  For  full  details,  call  your 
Account  Executive  or 
1800  858-4864,  Ext.  144. 

in  the  Business!' 


Days  of 

Free 

Calls. 


©1993  AT&T 

"Comparisons  based  on  4Q 1992  AT&T  Bell  Labs  nationwide  test  results  on 
switched  services  of  our  major  competitors,  "Credit  is  equal  to  13.7%  of 
thie  actual  annual  UniPlan  usage  up  to  $100,000  a  year  for  two  years.  Other 
conditions  and  restrictions  may  apply.  Exclusive  of  term  plan  and  other 
promotional  offers.  Sign  up  by  5/31/93  and  accept  installation  by  7/15/93. 


ATgT 


COMPANY 


EXECUTIVE 


1992  COMPENSATION 


1990-92  PAY-PERFORMANCE  ANALYSIS 


1992 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFr 

SALES:  5  MILLIONS 
ROE;% 

SALA8Y 
&  BONUS 
$000 

°=  CHANGE 
FROM 

1991 

TERM 
COMP 

SCX)0 

TOTAL 
COMP 
SOOO 

$  VALUE 
OFSlOO 
INVESTED 

RATING 

ROE 

CHANGE 
IN  ROE 

RA 

13  FOOD  PROCESSING  (consumer products) 

ARCHER-DANIEU- 
MIDIAND 

9554.7 
1 1.3 

D.  O.  Andreas,  chmn.  &  CEO 
J.  R.  Randall,  pres. 

2779 
1 175 

39 
15 

0 

215 

6725 
3332 

134 

■3.' 
% 

12.3 

-19.1 

BORDEN 

7142.6 

-20.0 

A.  S.  D'Amoto,  chmn.  &  CEO 

J.  M.  Saggese,  pres.-pkg.  &  Ind.  Div.* 

'Threfr-year  total  may  exclude  some  amounts 

735 
367 
realized  from 

-16  0 
-19  83 
exercising  stock  options. 

2540 
1416 

93 

iz 

\S. 

4.9 

NA 

CAMPBEU  SOUP 

6454  1 

1  2.7 

D.  W.  Johnson,  pres.  &  CEO 
H.  M.  Baum,  exec,  v-p 

1393 
692 

-2 
-10 

0 
0 

6776 
2490 

151 

1! 
T 

11.8 

NA 

C0NA6RA 

21503.5 
16.3 

C.  M.  Harper,  chmn.  &  CEO' 
P.  B.  Fletcher,  pres.  &  COO 

•Three-yecr  total  includes  S  1  5  mil  1  992/93 

1274  -68 
1120  29 
ncentive  (retention  of  awa 

2342  16127 
2894  8742 
d  subject  to  achievement] 

182 

T 
A. 

16.0 

-22.7 

CPC  INTERNATIONAL 

6599.0 
25-7 

C.  R.  Shoemote,  chmn.,  pres.  &  CEO 
R.  J.  Gillespie,  sr.  v-p 

1055 
585 

15 
8 

710 
675 

4199 

3008 

146 

\2l 

25.1 

-4.3 

uENERAL  MILLS 

7985.3 
38.3 

H.  B.  Afwater,  Jr.,  chmn.  &  CEO 
M.  H.  Wllles,  vice-ehmn. 
"Reflects  53-week  fiscal  year 

1407- 
981' 

-2 
-2 

3140 
116 

12757 
4799 

201 

T 

39.0 

-17.0 

H.  J.  HEINZ 

6936.7 
25.6 

A.  J.  F.  O'Reilly,  chmn.,  pres.  &  CEO 
R.  D.  Finloy,  sr.  v-p 

1318 
542 

-3 
-4 

35600 
32024 

1 15269 
43240 

135 

T 

;5 

25.8 

-4.3 

HERSHEY  FOODS 

3219.8 
16.6 

R.  A.  Zimmerman,  chmn.  &  CEO 
K.  L.  Wolfe,  pres.  &  COO 

1009 
733 

24 

12 

484 
358 

4123 
3033 

139 

2. 

•T 

16.8 

8.1 

HORMEL 

2867.3 
14.9 

R.  L.  Knowlton,  chmn.  &  CEO 
J.  W.  Johnson,  pres. 

1598 
613 

-4 
NA 

994e 

0 

10356 
NA 

145 

NA 

14.9 

-0.1 

KELLOee 

6190.6 
35.1 

A.  G.  Langbo,  chmn.  &  CEO 
G.  E.  Coslley,  exec,  v-p 

1255 
697 

39 
9 

1341 
564 

5774 
3412 

208 

29.9 

35.9 

MUCORMKK 

1471.4 
21.7 

B.  A.  Thomas,  pres.  &  CEO 

C.  P.  McCormtck,  Jr.,  chmn.f 

914 

1057 

20 
5 

1229 
513 

4825 
4905 

242 

iH 

20  5 

43.2 

pn 

1768  6 
18  4 

M.  L.  Marsh,  chmn.  &  CEO 

W.  H.  Korab,  pres. -Grocery  Group 

772 
423 

NA 
NA 

1737e 
309e 

NA 
NA 

NA 

NA 
NA 

9.3 

NA 

PIONEER  Hl-BRED 
INTERNATIONAL 

1275.7 
19.8 

T.  N.  Urban,  chmn.  &  pres. 
C.  S.  Johnson,  sr.  v-p 

1352 
949 

53 
62 

143e 
75e 

3068 
2073 

188 

T 
T 

15.4 

51.2 

QUAKER  OATS 

5704.7 
40.1 

W.  D.  Smithburg,  chmn.,  pres.  &  CEO 
P.  A.  Marineau,  exec,  v-p 

1239 
658 

-12 
-2 

0 

73  7e 

8290 
2782 

129 

a 

31.1 

104.8 

RALSTON  PURINA 

7900.7 
43.8 

W.  P.  Stiriti,  chmn.,  pres.  &  CEO 
J.  W.  Brown,  v-p;  chmn.  &  CEO-sub. 

1340 
464 

17 
16 

0 
0 

17169 
5046 

122 

T 

51.8 

8.0 

SARA  LEE 

13965.4 

20.1 

J.  H.  Bryan,  chmn.  &  CEO 
P.  Fuilon,  pres. 

1872 
1214 

7 
13 

7789 
721 1 

14480 
1 1961 

188 

T 

3j 

21,4 

-20.5 

SYSCO 

9342.9 
15.4 

J.  F.  Woodhouse,  chmn.  &  CEO 
B.  M.  Llndig,  pres.  &  COO 

1031 
887 

-3 
-3 

102 
343 

3873 
3812 

170 

^ 

16.4 

-8,2 

TYSON  FOODS 

4295.4 

13,7 

L.  E.  Tolletl,  pres.  &  CEO 
D.  Tyson,  chmn. 

978 
2342 

10 
30 

0 
0 

3800 
7182 

196 

T 

16,5 

-38.9 

WM.  WRIGUY  JR. 

1286.9 
29,8 

W.  Wrigley,  pres.  &  CEO 
R.  D.  Ewers,  exec,  v-p 

699 
522 

-4 
4 

1480 
628 

4446 

2657 

192 

m 
m 

28.9 

-3.8 

]4  FOOD  &  LODGING  (service) 

HILTON  HOTELS 

1203,2 
10,4 

B.  Hilton,  chmn.,  pres.  &  CEO 
J.  V.  Giovenco,  exec,  v-p' 

'Resigned  2/5/93, 

1100 
777 

10 
19 

0 

319 

3146 
2447 

57 

a 
m 

10.5 

-16.9 

MARRIOTT' 

8722.0 

1 1.6 

J.  W.  Marriott,  Jr.,  chmn.  &  pres. 
W.  J.  Shaw,  exec,  v-p 

•Includes  value  of  restricted  stock  awarded  in 

1342 
776 
lieu  of  salary 

5 

1 

ncrease 

76' 
313* 

3421 
2887 

65 

7 
T 

13,4 

-59.7 

PROMUS 

1  113.1 
12  0 

M.  D.  Rose,  chmn.  &  CEO 
P.  G.  Sotre.  pres.  &  COO 

878 
533 

13 
8 

0 
123 

3181 
2142 

NA 

NA 
NA 

10.3 

NA 

15  GENERAL  &  SPECIAL  MACHINERY  (industrial  lowtech) 

CATERPiLUR 

10194.0 
-13.8 

D.  V.  Files,  chmn.  &  CEO 
J.  W.  Wogsland,  vice-chmn. 

550 
400 

5 
5 

0 
0 

1714 
1 186 

98 

2. 

T 

-6,4 

-224  6 

DEERE 

6932  4 

1,2 

H.  W.  Becherer,  chmn.  &  CEO 
D.  H.  Stowe,  Jr.,  pres.  &  COO 

695 
438 

6 
8 

475e 
290e 

3742 
2699 

81 

T 
T 

4  7 

-91.6 

DOVER 

2271.6 
16.0 

G.  L.  Roubos,  chmn.  &  pres. 
J.  B.  Apple,  v-p;  pres. -sub. 

805 
550 

5 
2 

802 
0 

3798 
2571 

134 

T 
T 

17.1 

-16-8 

FMC 

3973.7 
87.9 

R.  N.  Burl,  chmn.,  pres.  &  CEO 
L  D.  Brady,  exec,  v-p 

900 
581 

45 

23 

785 
618 

2882 
2157 

140 

82  5 

NA 

INGERSOLL-RAND 

3783  9 

6.9 

T.  H.  Black,  chmn.  &  CEO 
J.  E.  Perella,  pres. 

1211 
61 1 

7 
29 

1790 
831 

6528 
2943 

124 

T 
T 

9,3 

-51.5 

STANLEY  WORKS 

2217.7 
14.1 

R.  H.  Ayers,  chmn.,  pres.  &  CEO 
D.  M.  Hadlow,  group  v-p 

71 1 
392 

5 
6 

169 
154 

2485 
1402 

118 

'2; 

lU 

14.3 

-19.3 

TYCO 

LABORATORIES 

3131.0 
10.1 

J.  F.  Fori,  chmn.  &  CEOf 

L.  0.  Koz.!owski,  pres.  &  COO 

1  165 
920 

0 
0 

0 
0 

3505 
2860 

84 

1] 
T 

NA 

-48  3 
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EXECUTIVE  COMPENSATION  SCORES 


We  have  seen 
the  future  and  are 
prepared  to  meet  it, 
side  on. 


The  1993  Buick 
Roadmaster  Sedan 

meets  the  1997 
federal  side-impact 

standard  —  four 
years  in  advance. 

By  1997,  all  automobiles  will 
be  required  to  meet  a  new 
federal  safety  standard  for 
side-impact  collisions.  But  you 
don't  have  to  wait  four  years  to 
fiave  the  assurance  of  a  safer 
automobile.  You  can  have  it 
now. 

Safety 

The  1993  Buick  Roadmaster 
Sedan  meets  the  1997  federal 


safety  standard  today, 
four  years  in  advance. 
With  a  standard  driver 
air  bag,  anti-lock 
brakes  and  a  full- 
perimeter  frame,  the 
Roadmaster  Sedan  is 
a  very  safe  car  to  drive. 


Luxury 


Safety  isn't  the  only 
impressive  feature  on  this 
luxury  automobile.  With 
its  patented  DynaRide® 
suspension  system,  the 
Roadmaster  Sedan  can  handle 


the  road  with  comfort,  style  and 
elegance. 

Commitment 

Buick  is  committed  to 
producing  a  safer  luxury 
automobile.  So  to  see  what  the 
future  has  to  offer,  take  a  test 
drive  at  your  local  Buick  dealer 
today. 


Freeze  frame  ofdctudi  side-impact  safety  test 

Or  call  l-800-4A-Buick  for 
more  details  and  information. 
The  future  is  only  a  test  drive 
away. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


1993  Roadmaster  Limited  Sedan 


[Wif  '£'1993  GM  Corp.  All  rights  reserved 

Roadmaster  is  a  registered  trademark  of  GM  Corp 
Buckle  up.  America' 


COMPANY 


EXECUTIVE 


SALES:  S  MILUONS 
ROE: 


1992  COMPENSATION 

TOTAL  ANNUAL  COMP.  LONG- 
SALARY     %  CHANGE  TERM 
&  BONUS        FROM  COMP. 
SOOO           1991  $000 


I990-92  PAY-PERFORMANCE  ANAIYSIS  I 

PAY  VS.  SHAREHOLDER  RETURN        PAY  VS.  CORPORATE  PROFf 


TOTAL 
COMP 

SOOO 


S  VALUE 
OFSlOO 

INVESTED  RATING 


CHANGE 
IN  ROE 


16  INSTRUMENTS  (industrial hightech) 


HONEYWEU 

6222.6 

J.  J.  Renler,  chmn.  &  CEO 

1258 

3 

1811 

8892 

167 

a 

20.7 

-22.1 

22.3 

M.  R.  Bonsignore,  exec,  v-p  &  COO 

742 

0 

1585 

5346 

[3] 

JOHNSON 

5452.4 

J.  H.  Keyes,  pres.  &  CEO 

979 

49 

237 

2943 

151 

iIj 

10.5 

0.5 

C0NTR015 

1 1.8 

J.  W.  Lewis,  exec,  v-p 

475 

53 

76 

1334 

E 

17  LEISURE  TIME  INDUSTRIES  (consumer  pRODuas) 

BLOonusra 

1200.5 

H.  W.  Huizenga,  chmn.  &  CEO 

521 

4 

0 

1419 

221 

20.6 

-3.1 

ENTERTAINMENT 

20,6 

S.  R.  Berrord,  vice-chmn. 

521 

8 

0 

6563 

m 

URNIVAL 

1473.6 

M.  M.  Arisen,  chmn.,  pres.  &  CEO 

695 

4 

0 

2058 

172 

m 

20.6 

-6.1 

CRUISE  UNES 

20.3 

A.  K.  Lonterman,  pres.  &  CEO-HAL-Weslours 

825 

8 

0 

4375 

WAU  DISNEY 

7979.1 

M.  D.  Eisner,  chmn.  &  CEO 

7459 

37 

0 

24134 

155 

19.0 

-26.4 

17.0 

F.  G.  Wells,  pres.  &  COO 

3755 

37 

0 

12142 

a 

EASTMAN  KODAK 

20183.0 

K.  R.  Whitmore,  chmn.,  pres.  &  CEO 

1461 

27 

154 

4225 

113 

!2j 

8.6 

90.3 

15.2 

L  J.  Thomos,  group  v-p 

847 

1 1 

98 

2441 

1; 

HASBRO 

2541.1 

A.  G.  Hassenfeld,  chmn.,  pres.  &  CEO 

1452 

3 

0 

6751 

265 

1 1.7 

44.0 

16.2 

A.  J.  Verrecchia,  COO-Domestic  Toy  Ops. 

753 

5 

0 

2898 

m 

MATTEL 

1847.9 

J.  W.  Amermon,  chmn.  &  CEO 

1412 

-5 

8601 

15076 

244 

m 

27.1 

-29.1 

26.4 

J.  E.  Barod,  pres.  &  COO 

985 

8 

2434 

7302 

m 

PARAMOUNT 

4264.9 

M.  S.  Davis,  chmn.  &  CEO 

3646 

33 

904 

12456 

93 

5.4 

NA 

COMMUNKATIOHS 

6.3 

S.R.JaHe,  pres.  &  COO 

2917 

52 

724 

NA 

NA 

18  METALS  &  MINING  (Resources) 

ALUMINUM  CO. 

9491.5 

P.  H.  O'Neill,  chmn.  &  CEO 

1202 

115 

1991 

4564 

104 

m 

2.5 

-96.8 

OF  AMERICA 

0.6 

R.  R.  Hoffman,  exec,  v-p 

455 

44 

805 

2266 

m 

NEWMONT  MINING 

613.2 

G.  R.  Parker,  chmn.  &  CEO 

776 

-22 

86 

3750 

90 

m 

72.6 

NA 

17.3 

T.  P.  Philip,  pres.  &  COO 

481 

-7 

717 

3688 

PHELPS  D0D6E 

2579.3 

D.  C.  Yearley,  chmn.,  pres.  &  CEO 

1050 

5 

3570 

10882 

180 

m 

19.0 

-22.5 

15.3 

J.  S.  Whisler,  sr.  v-p 

508 

37 

444 

2629 

m 

Three-year  toiah  include  restricted  stock  gronts  related  to  1 989. 

REYNOLDS  METALS 

5592.6 

R.  G.  Holder,  chmn.  &  CEO 

542 

-25 

0 

2208 

109 

il 

3  3 

-126  7 

-5.3 

Y.  M.  Brandt,  vice<hmn. 

367 

-23 

0 

2307 

19  MISCELLANEOUS  MANUFACTURING  (industrial  lowtech) 

C0RNIN6 

3744.0 

J.  R.  Houghton,  chmn.  &  CEO 

1254 

11 

214 

8296 

183 

a 

15.1 

-3.2 

14.6 

R.  G.  Ackerman,  pres. 

922 

19 

858 

6278 

a 

DURAaU 

1682.3 

C.  R.  Kidder,  chmn.  &  CEO 

857 

21 

0 

NA 

NA 

NA 

7.6 

NA 

INTERNATIONAL 

14.9 

P.  P.  Schatz,  pres.-Durocell  Europe 

540 

9 

0 

NA 

NA 

HILLENBRAND 

1429.8 

W  A.  Hillenbrand,  pres.  &  CEO 

1 107 

14 

493 

3725 

185 

m 

18.3 

4.1 

INDUSTRIES 

19.3 

L  M.  Smith,  sr.  exec,  v-p 

808 

7 

384 

2865 

m 

lUINOIS  TOOL 

281 1.6 

J.  D.  Nichols,  chmn.  &  CEO 

nil 

17 

623 

10239 

151 

15.3 

-23.8 

WORKS 

14.3 

H.  R.  Crowther,  vice-chmn. 

514 

24 

399 

2470 

m 

INTL  SAME 

381.6 

C.  N.  Mathewson,  chmn.  &  CEO 

625 

14 

14170 

22000 

1573 

T 

265 

108.0 

nCHNOLOGY 

33.5 

J.  J.  Russell,  pres.  &  COO 

506 

15 

6733 

8036 

ix 

MINNESOTA  MINING 

13883.0 

L  D.  DeSimone,  chmn.  &  CEO 

1020 

49 

1  158 

5955 

138 

m 

19  5 

-19.0 

&  MFG. 

18.7 

J.  E.  Robertson,  exec,  v-p 

616 

9 

966 

4281 

NEWEU 

1451.7 

W.  P.  Sovey,  vice-chmn.  &  CEO 

1042 

16 

0 

4580 

192 

m 
m 

18  8 

-5.3 

17.8 

T.  A.  Ferguson,  Jr.,  pres.  &  COO 

581 

37 

0 

1761 

RUBBERMAID 

1805.3 

W.  R.  Schmitf,  co-chmn.,  pres.  &  CEO 

826 

39 

538 

2994 

178 

m 

18.0 

-13.1 

16.9 

C.  A.  Carroll,  pres. -Home  Pdts.  Div. 

423 

23 

154 

1343 

j_ 

20  NATURAL  RESOURCES  (Resources) 

AMERADA  HESS 

5970.4 

L.  Hess,  chmn.  &  CEO 

300 

0 

0 

900 

98 

m 

6.1 

-98.9 

0.2 

R.  F.  Wright,  pres.  &  COO 

1025 

0 

0 

4447 

AMOCO 

25280.0 

H.  L.  Fuller,  chmn.,  pres.  &  CEO 

1223* 

-1 

196 

5310 

101 

1 

95 

-44.3 

6.6 

L  D.  Thomos,  vice-chmn. 

744* 

2 

104 

2649 

a 

"Includes  one  more  pay  period  than  previous  years. 

ATLANTK  RICHFIELD 

17503.0 

\.  M.  Cook,  chmn.  &  CEO 

1870 

14 

0 

10172 

117 

17  2 

-40.4 

17.7 

R.  E.  Wycoff,  pres.  &  COO 

1320 

17 

0 

4109 

m 

BURLINGTON 

1141.4 

T.  H.  O'leary,  chmn.  &  CEO 

1446 

24 

4839 

10475 

99 

[5] 

7.2 

72.9 

RESOURCES 

7.9 

D.  W.  Clayton,  pres. 

1000 

43 

4716 

8030 

[5] 

CHEVRON 

37464.0 

K.T.  Derr,  chmn.  &  CEO 

1559 

13 

311 

5067 

117 

m 

13.1 

796.6 

16.1 

J.  D.  Bonney,  vice-chmn. 

934 

12 

174 

3007 

m 

COASTAL' 

10062.9 

J.  R.  Paul,  pres.  &  CEO 

649* 

-23 

939 

5806 

76 

B 

3.2 

-163.9 

-6.3 

O.  S.  Wya«,  Jr.,  chmn. 

950* 

-17 

0 

3383 

a 

•Includes  one  more  pay  period  than  previous  years. 

ENRON  OIL  &  GAS ' 

453.0 

F.  E.  Hoglund,  chmn.,  pres.  &  CEO 

725 

15 

7777 

12523 

119 

a 

9.4 

NA 

12.2 

M.  C.  Popa,  sr.  v-p-operations 

320 

19 

337 

1398 

m 
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EXECUTIVE  COMPENSATION  SCORES 


PANY 

EXECUTIVE 

1992  COMPENSATION 

1990-93  PAY-PERFORMANCE  ANALYSIS 

1992 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 

Sooo 

%  CHANGE 
FROM 
1991 

TERM 
COMP 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

IN  ROE 

% 

RATING 

N 

103160.0 
14.1 

L.  G.  Raw!,  chmn.  &  CEO 
L.  R.  Raymond,  pres. 

1970 
1373 

9 
10 

Q 

1214 

1 3708 
7874 

138 

B 
IS 

14.9 

44.6 

51 

m 

■McGEE 

3382.0 
-1.9 

f.  A.  McPherson,  chmn.  &  CEO 
J.  W.  McKenny,  pres.  &  COOf 

525 
465 

1 

10 

253 
184 

3587 
3041 

97 

m 

4.1 

-122,6 

m 
m 

I' 

56877.0 
7.6 

A.  E.  Murray,  chmn.,  pres.  &  CEO 
P.  J.  Hoenmans,  exec.  v-p-Mobil  Oil 

2113 
1000 

4 

7 

OOA 

yy** 
607 

1 229 1 
6365 

115 

m 
a 

9  8 

-31,2 

m 
m 

tENTAL 
OUUM 

8494,0 
3,6 

R.  R.  Irani,  chmn.,  pres.  &  CEO 

D.  R.  Laurance,  exec,  v-p  &  sr.  op.  offr. 

3838 
1063 

65 
42 

1 735 
250 

1 3257 
3443 

73 

m 
a 

-9  8 

-15,9 

m 
a 

: ENERGY 

1275,0 
7,9 

R.  P.  Hauptfuhrer,  chmn.  &  CEO 
R.  L.  Keiser,  pres.  &  COO^: 

928 
614 

8 
95 

g 
8 

5337 
1235 

51 

a 
m 

1 4  8 

117,3 

m 
ffl 

ZOIL' 

2356,7 
1,5 

J.  L.  Pate,  pres.  &  CEO 

T.  M.  Hamilton,  group  v-p-oil  &  gas 

820 
437 

26 
NM 

219 
102 

3032 

kl  A 
INA 

67 

NA 

4.1 

-91,4 

m 

a 

NA 

JPS 
OLEUM 

11933,0 
10,0 

C.  J.  Silas,  chmn.  &  CEO 
W.  W.  Allen,  pres.  &  COO 

1302 
572 

58 
81 

0 
0 

5804 

1  jIKO 

112 

13J 

m 

1 1,2 

-2,6 

12J 

m 

CO' 

36812,0 
10,0 

J.  W.  Kinnear,  pres.  &  CEOt                      191  1             17  3881* 
A.  C.  DeCrone,  Jr.,  chmn.                          1391             10  2512 
*Excludes  $  1 ,077,077  in  restricted  units  awarded  1  /93  in  connection  with  retirement. 

12843 
9447 

118 

m 

L5J 

12,9 

-63,8 

m 

[3l 

:al 

8895,0 
6.8 

R.  J.  Stegemeier,  chmn.  &  CEO 
R.  C.  Beach,  pres.  &  COO 

1102 
619 

27 
70 

2201 
376 

6422 
2201 

93 

a 
m 

8,5 

-56,1 

m 
m 

MARATHON  GROUP  1  V8  2  0 

3.2 

C.  A.  Corry,  chmn.  &  CEO-USX  Corp.*  1123 
V.  G.  Beghini,  vice-chmn-Morothon  Grp.  698 

*Same  compensation  listed  under  USX-U-S.  Steel. 

-11 
-19 

0 
0 

6807 
3999 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

NONBANK  FINANCIAL  (financial services) 

A  UFE 
SUALTY 

17497,2 
-0,1 

R.  E.  Compton,  chmn.,  pres.  &  CEO 
D.  P.  Kearney,  group  exec. 

776 
486 

0 

-15 

0 
0 

2278 
NA 

97 

m 

NA 

5,2 

-100,8 

m 

NA 

C 

3986,5 
16,9 

D.  P.  Amos,  pres.  &  CEO 
P.  S.  Amos,  chmn. 

1332 
1424 

18 
16 

2897 
3866 

7443 
8445 

198 

m 
a 

16,0 

47.3 

m 
m 

tICAN  EXPRESS 

26961.0 
5,4 

J.  D.  Robinson,  chmn.  &  CEOf 

H.  L.  Clark,  Jr.,  chmn.  &  CEO-subs.^: 

1782 
2099 

10 
2 

0 

1 199 

6080 
8178 

79 

a 

[H 

7,0 

-74.4 

a 
a 

tlCAN  GENERAL 

4602,0 
11,5 

H.  S.  Hook,  chmn.  &  CEO 
M.  J.  Poulos,  vice-chmn. 

1715 
1132 

9 
10 

2185 
1741 

9465 
6500 

204 

m 
m 

12,0 

14.9 

m 
m 

tICAN  INTL 

IP 

18388,6 
13,0 

M.  R.  Greenberg,  chmn.  &  CEO 
E.  E.  Matthews,  vice<hmn.-fin. 

2247 
550 

15 
12 

2213 
1 125 

8160 
2630 

142 

a 
m 

13,6 

-19.5 

m 
m 

3336,5 
9,2 

P.  G.  Ryan,  pres.  &  CEO 
D.  T.  Cox,  exec,  v-p 

1071 
538 

20 
0 

0 
49 

2875 
3123 

139 

m 
m 

13,0 

-43.8 

m 
m 

1  STEARNS 

2617,1 
25,0 

A.  C.  Greenberg,  chmn.  &  CEO 
J.  E.  Coyne,  pres. 

15832 
14729 

199 
220 

0 
0 

25343 
22960 

199 

m 
m 

17.5 

37,5 

m 
a 

(SHIRE 
lAWAY 

3029,3 
4,6 

W.  E.  BuHett,  chmn.  &  CEO 
M.  A.  Goldberg,  v-p 

100 
2663 

0 
45 

0 
0 

300 
6394 

135 

ffl 
a 

6.0 

-49,6 

m 
a 

:k 

1412,8 
31,5 

H.  W.  Bloch,  chmn.  &  CEO 
T.  M.  Bloch,  pres.  &  COO 

856 
468 

8 
1 1 

949 
1072 

471 1 
2379 

235 

m 
m 

27,5 

28,5 

m 

B 

IB 

4940,8 
15,6 

D.  R.  O'Hare,  chmn.  &  CEO 
R.  D.  Smiih,  pres. 

1227 
802 

-2 
-2 

1878 
1227 

7328 
51 19 

196 

m 
m 

16,4 

-3,4 

m 
m 

lA 

18582,0 
5,9 

W.  H.  Taylor,  chmn.  &  CEO 
J.  G.  Stewart,  exec,  v-p  &  CFO 

1039 
571 

-14 

-17 

1338 
582 

6486 
3321 

114 

a 
m 

6,6 

-27,3 

a 
a 

INNATI 
NCIAL 

1304,2 
10,0 

R.  B.  Morgan,  pres.  &  CEO 
J.  J.  SchiH,  Jr.,  chmn. 

834 
448 

17 
10 

95 
141 

2340 
1898 

242 

m 
a 

11,0 

-10,9 

m 
m 

FINANCIAL 

10793,4 
-12,7 

D.  H.  Chookaszian,  chmn.  &  CEO 
P.  L.  Engel,  pres. 

*May  include  some  long-term  compensation. 

808* 
676* 

21 
9 

0 
0 

2019 
1848 

100 

m 
m 

2.6 

-184,6 

m 
m 

T 

INCIAL  MGMT. 

1404,7 
1,4 

P.  H.  Thomas,  chmn.,  pres.  &  CEO 
R.  D.  Jackson,  sr.  exec,  v-p 

4746 
690 

27 
10 

0 
0 

11185 
2189 

192 

a 
m 

7.5 

-87,9 

a 
a 

MKLIN 
)URCES 

432,3 
22,6 

C.  B.  Johnson,  pres.  &  CEO 
C.  E.  Johnson,  sr.  v-p 

557 
531 

6 
NA 

0 
0 

1560 
NA 

250 

m 

NA 

26.9 

-37,7 

B 

NA 

ERAL  RE 

3386,8 
14.2 

R.  E.  Ferguson,  chmn.,  pres.  &  CEO 
J.  C.  Etiing,  vice-chmn. 

1078 
754 

1 

-9 

983 
489 

6556 
4757 

139 

a 
a 

16,4 

-26,1 

m 
m 

DEN  WEST 
iNCIAL 

2025,6 
16,4 

H.  M.  Sandler,  chmn.  &  CEO 
M.  O.  Sandler,  chmn.  &  CEO 

Both  executives  hold  the  title  of  CEO. 

814 
813 

6 
6 

3542 
5625 

6535 
9539 

164 

m 
a 

15.9 

8,7 

m 
m 

a  WESTERN 
INCIAL 

3317,7 
1,8 

J.  F.  Montgomery,  chmn.  &  CEO 
J.  F.  Maher,  pres.  &  COO 

1669 
1225 

0 
16 

1025 
0 

5657 
3172 

115 

a 
m 

7,1 

-64,6 

a 
a 

ERSOH-PILOT' 

1202.3 
12,0 

W.  R.  Soles,  chmn.  &  pres.f 

W.  E.  Blackwell,  exec,  v-p;  pres.-sub.^ 

1696 
395 

9 
16 

172 
0 

4825 
1264 

182 

m 

B 

1 1.6 

29.0 

m 
m 

MS 

13308.9 
-0.4 

P.  R.  Tisch,  pres.  &  co-CEO 
J.  S.  Tisch,  exec,  v-p 

1377 
506 

9 

10 

0 
0 

3867 
1335 

99 

m 
m 

10.5 

-102.1 

m 
m 

tSH  &  McUNNAN    2937  0 
27,5 

A.  J.  C.  Smith,  chmn.  &  CEO 
L.  J.  Lasser,  pres.  &  CEO-sub. 

2208 
2375 

77 
20 

4791 
1394 

12193 
9977 

127 

m 

28.4 

-18.5 

m 
m 
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COMPANY 


EXECUTIVE 


T992  COMPENSATION 


1990-92  PAY-PERFORMANCE  ANALYSIS 


1992   TOTAL  ANNUAL  COMP,     LONG^  PAY  VS.  SHAREHOLDER  RETURN        PAY  VS.  CORPORATE  PROFIT 


SALES:  $  MILLIONS  SALARY     %  CHANGE     TERM  TOTAL         $  VALUE  CHANGE 

ROE:%  &  BONUS       FROM        COMP  COMP        OFSlOO  ROE  IN  ROE 

$000  1991  3000  5000        INVESTED  RATING  %  %  RATI 


MERRiU  LYNCH 

13428.3 
20.7 

D.  P.  Tully,  pres.  &  CEO 
W.  A.  Schreyer,  chmn. 

5235 
5241 

37 
16 

1235 
2753 

16681 
20150 

239 

a 
m 

14.6 

NA 

[ 
[ 

MORGAN  STANLEY 

CROUP 

7382.0 
17.8 

R.  B.  Fisher,  chmn. 
R.  F.  Greenhlll,  pres. 

3338 
3338 

-40 
-40 

2895 
2895 

17098 
17098 

180 

m 

15J 

17.2 

-25.7 

[ 

c 

PRIMERICA 

5125.0 
19.9 

S.  1.  Weill,  chmn.  &  CEO 
F.  G.  Zarb,  vice-chmn. 

2752 
241 7 

25 
7 

64883 
5181 

86944 

13762 

175 

m 

15J 

15.9 

79.5 

[ 

[ 

PROGRESSIVE 

1738.9 
24.4 

P.  B.  Lewis,  pres.  &  CEO 
B.  W.  Morlow,  COO 

2132 
101  7 

78 
45 

0 
0 

5428 
2541 

231 

m 

12J 

18.2 

36.3 

[ 

[ 

SAFECO 

3294.7 
12.7 

R.  H.  Eigsli,  pres.  &  CEO 
J.  W.  Cannon,  exec,  v-pt 

495 
369 

39 
12 

337 
939 

2083 
2186 

158 

in 

12J 

12.8 

-21.6 

[ 

[ 

SALOMON 

8196,0 
14.0 

R.  E.  Oenham,  chmn.  &  CEO 

D.  C.  Maughan,  chmn.  &  CEO-sub. 

1103 
2292 

NA 
65 

197 
6103 

NA 
NA 

171 

NA 
NA 

12.1 

-1.5 

N 
N 

ST.  PAUL 

4498.7 
-1 0.9 

D.  W.  Leatherdole,  chmn.,  pres.  &  CEO 

628 
324 

-34 
-25 

300 
50 

3264 
1541 

143 

m 
m 

LLJ 

7.4 

-164.5 

[ 

r 

L 

TORCHMARK 

2045.8 
23.5 

R.  K.  Richey,  chmn.  &  CEO 
K.  A.  Tucker,  vice-chmn. 

2136 
1050 

7 
110 

24432 
0 

32844 
NA 

162 

m 

HA 

23.1 

3.1 

[ 
N 

TRANSAMERICA 

4987.8 
1 1.2 

F.  C.  Herringer,  pres.  &  CEO 
D.  R.  Carpenter,  group  v-p^ 

1508 
925 

38 
7 

0 

265 

4124 
2830 

122 

m 
m 

7.8 

-4.3 

[ 
[ 

TRAVELERS 

9676.0 
-19.4 

E.  H.  Budd,  chmn.  &  CEO 
R.  H.  Booth,  pres.  &  COO 

805 
668 

-13 
0 

224 
112 

3477 
2939 

89 

m 
a 

-5.9 

-316.8 

[ 
[ 

UHUM 

2641.2 
14.8 

J.  F.  Orr  Hi,  chmn.  &  CEO 
S.  B.  Center,  exec,  v-p 

1 147 
541 

7 
1 1 

1573 
699 

7907 
3195 

227 

m 
m 

14  6 

15.2 

[ 
[ 

22  OFFICE  IQUIPMENT  &  COMPUTERS  (industrial  hightech) 

ADDIE  ^AHDIITCD 

7224.2 
23.0 

J.  Scuiley,  chmn.,  CEO  &  aO 
M.  H.  Spindler,  pres.  &  COO 

1650 
1127 

23 
28 

4866 
2139 

24584 
5226 

1 74 

m 

24.5 

-24.6 

r 
L 

[ 

AUTOMATIt  DATA 

PROCESSING 

2076.0 
19.2 

J.  S.  Weston,  chmn.  &  CEO 

R.  J.  Casale,  pres. -Brokerage  Svcs.  Grp 

949 

532 

8 
20 

5283 
1460 

9540 
2839 

222 

m 

1 9.9 

-2.8 

r 
L 

[ 

CISCO  SYSTEMS 

473.5 
35.5 

J.  P.  Morgridge,  pres.  &  CEO 
J.  T.  Chambers,  sr.  v-p 

334 
288 

22 
18 

0 

6805 

789 
NA 

NA 

NA 
NA 

29.8 

-59.6 

[ 
N 

COMPAQ 
COMPUTER 

4099.8 
10.6 

E.  Pfeiffer,  pres.  &  CEO  2888 
G.  Stimoc,  sr.  v-p-Systems  Div.  660 
"May  exclude  some  amounts  realized  by  exercising  stock  option 

171  2549 
26  2159 
sin  1990. 

9243 
4610* 

123 

a 
a 

14.0 

-62.7 

[ 
[ 

COMPUTER 
ASSOCIATES  INTL 

1770.8 
21.3 

C.  B.  Wang,  chmn.  &  CEO                        2750  29 
A.  W.  Wang,  pres.  &  COO                        1 800*  -3 

'Excludes  2,5CX),000  bonus  poid  in  connection  with  resignation  4/1 0/92 

0 
0 

6832 
5335 

164 

1 
m 

17.5 

33  9 

[ 
[ 

DELUXE 

1534.3 
24.4 

H.  V.  Hoverty,  chmn.,  pres.  &  CEO 
J.  K.  Twogood,  exec,  v-p  &  COO 

808 
584 

7 
14 

318 
292 

2836 
1977 

147 

m 
m 

24.8 

1.0 

[ 
[ 

DIGITAL  EQUIPMENT 

14162.0 
-52.9 

K.  H.  Olsen,  pres.  &  CEOf 
J.  F.  Smith,  sr.  v-p 

995 
655 

0 
8 

0 
0 

2972 
1983 

41 

a 
a 

-20.0 

-496.1 

[ 
[ 

FIRST  DATA 

1205.3 
18.5 

H.  C.  Duques,  chmn.  &  CEO 
C.  T.  Fote,  exec,  v-p 

1015 
448 

10 
12 

27 
0 

NA 
NA 

NA 

NA 
NA 

NA 

NA 

N 
N 

HEWLEH-PACKARD 

17120.0 
10.9 

J.  A.  Young,  vice-chmn.,  pres.  &  CEOf 
D.  O.  Morton,  exec,  v-p  &  COOf 

1657 
943 

12 
7 

1551 
660 

7969 
4182 

152 

m 
m 

11.0 

-28.5 

[ 
[ 

IBM 

64523.0 
-24.9 

J.  F.  Akers,  chmn.  &  CEOf 
J.  D.  Kuehler,  pres. 

1300 
925 

-17 
-4 

0 
0 

9571 
6362 

69 

m 

-4.1 

-354.7 

[ 
[ 

MICROSOFT 

3252.3 
30.3 

W.  H.  Gates,  chmn.  &  CEO 
M.J.  Maples,  exec,  v-p-products 

285 
425 

4 

5 

0 

6363 

822 
12872 

442 

m 
m 

31.7 

-0.1 

[ 
[ 

NOVEU 

988.6 
25.6 

R.  J.  Noordo,  chmn.,  pres.  &  CEO 
K.  S.  Rekhi,  exec,  v-p 

199 
268 

432 

0 

0 

2621 

275 
6149 

735 

m 
m 

25.5 

24.1 

[ 
[ 

ORACU  SYSTEMS 

1309.9 
20.5 

L.  J.  Ellison,  chmn.,  pres.  &  CEO 
G.  W.  Squire,  exec,  v-p 

1 100 
740 

22 
71 

0 

1 1  15 

3600 
9935 

121 

m 

10.3 

-32.5 

[ 
[ 

PITNEY 
BOWES 

3434.1 

18.9 

G.  B.  Harvey,  chmn.,  pres.  &  CEO 
M.  C.  Breslawsky,  pres. -Office  Sys. 

1202 
738 

5 
5 

1739 
662 

5328 
2971 

177 

m 
m 

16.0 

49.7 

[ 
[ 

SUN 

MICROSYSnMS 

3831.7 
8.0 

S.  G.  McNeoly,  chmn.,  pres.  &  CEO 
K.  C.  Melio,  v-p,  CFO 

996 
678 

-37 
0 

0 
163 

4280 
NA 

195 

m 

NA 

1 1.9 

-12.7 

[ 
N 

TANDY 

4788.2 

9.9 

J.  V.  Roach,  chmn.,  pres.  &  CEO 

B.  S.  Appel,  sr.  v-p  &  chmn. -Radio  Shack 

856 
546 

18 
23 

0 
0 

2453 
1542 

81 

m 
m 

12.6 

-45.6 

[ 
[ 

UNISYS 

8421.9 
26.1 

J.  A.  Unruh,  chmn.  &  CEO 
R.  Braun,  pres.  &  COO 

1801 
1 197 

82 
70 

0 
0 

3372 
2394 

72 

m 
m 

-116.6 

NA 

r 
[ 

XEROX 

13980.0 
-6.2 

P.  A.  Alloire,  CEO 
S.  8.  Ross,  exec,  v-p 

1525 
820 

45 

25 

929 
760 

5529 
3292 

154 

m 

m 

3.7 

-147.8 

[ 
[f 

23  OIL  SERVICE  &  SUPPLY  (resources) 

BAKER  HUGHES 

2620  1 
-1.5 

J.  D.  Woods,  chmn.,  pres.  &  CEO 
J.  V.  Staff,  sr.  v-p 

723 
417 

-21 
-12 

0 
0 

3663 
2602 

82 

m 
m 

6.4 

-1 19.5 

[ 
[ 

DRESSER 
INDUSTRIES 

3797.0 
8.3 

J.  J.  Murphy,  chmn.  &  CEO 
W.  E.  Bradford,  pres.  &  COO 

900 
611 

-16 
NA 

289 
52 

4302 
NA 

95 

m 

NA 

8.7 

-17.9 

[ 

N 
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EXECUTIVE  COMPENSATION  SCOREBC 


:ecuti 


$000  1991  SOOO  $000         INVESTED  RATING  %  %  RATING 

a  BURTON'  6565.9      T.  H.  Cruikshank,  chmn.  &  CEO  800  0  0  2350  74  [H  1.4       -191.7  [H 

 -5.8      D.  P.  Jones,  pres.  500  0  548  2513  S  B_ 

U  IMBIRGER  6331.5      D.  E.  Baird,  chmn.,  pres.  &  CEO  1650  27  800  5250  124  [U  18.1  7.9  Q] 

15.6      A.  Roger,  exec,  v-p  567  12  0  NA  NA  NA 


2  *APER  8l  forest  PRODUCTS  (RESOURCES)  

d  OUDATED              904.2  G.  W.  Mead,  chmn.  &  CEO                       495            12  0           1361         100          Q]         10.2         -72.9  SI 

n  us  5.5  p.  F.  Brennan,  pres.  &  COO  404  IJ  0  1J03  H  ® 

SI  GtA-PACIFIC       11847.0  T.  M.  Hohn,  Jr.,  chmn.  &  CEO                   2487           66  2014           8205         139          D           2.9       -109.8  HI 

 -2.4  A.  P.  Correll,  vice^ihmn.  1J02  96        1142  3306  @  ^ 

II  tNATIONAL          13598.0  J.  A.  Georges,  chmn.  &  CEO                     1395             3  2203           8026         127          H           6.5         -86.0  D 

N  »   2.3  J.  T.  Dillon,  exec,  vp  608  5        1042  3139  ^  S 

n  ERLY-CLARK          7091.1  W.  R.  Sanders,  chmn.  &  CEO                       987            20  877            3757          173          g]          18.3         -22.5  El 

 15.7  J.  G.  Grosklaus,  exec,  v-p  524  -14  926  4432  S 

U  ilANA-PACIFIC       2184.7  H.  A.  Merlo,  chmn.,  pres.  &  CEO                 729           -3  0           5341         215          ll           8.5         -20.6  H 

 13.0  J.  Eisses,  v-p-operotions  375  12  793  2668  [|  ^ 

M  I  4703.2  S.  C.  Mason,  chmn.  &  CEO  526  27  0  1706  112  E]  4.9  -80.4  g] 
 2  5  S.  S.  Benedict,  pres.  &  COOt                       467            66          103  n86  H  H 

ir  PAKR  4886.2  P.  E.  Lippincon,  chmn.  &  CEO  896*  54  296  2726  79  H  3.8  -54.6  B] 
8.3  J.  R.  Leaman,  Jr.,  vice-chmn.;  pres.-sub.  696*  39  0  2991  ll  S 
*lncludes  one  more  pay  period  than  previous  years. 
NOUNP  3064.4  R.  E.  Carlledge,  chmn.  &  CEO  610  -24  354  3127  138  H  6.8  -89.2  H 
 1.8  W.  C.  McClellond,  pres.  &  COO  453  -22  0  1827  [|l  B 
VACO                   2356.9  J.  A.  Luke,  pres.  &  CEOf                            969              2  2681            5868          125          d           9.0         -51.5  l3] 

_   7.3  P.  I.  Luke  III,  chmn.   834  3        1511  5579  B  S 

t  ;RIIAEIISER  92I8.7  J.W.  Creighlon,Jr.,  pres. &CE0  928  73  156  2237  147  H  5.7  32.7  Q] 
 10  2  C.  W.  Bingham,  exec,  v-p  574  69          108  1441  □  @ 

»  mtm                2372.4  W.  Sv»indells,  chmn.  &  CEO                        575              1  756            2674          159          Q]            8.2         -67.0  [U 

II  STRIIS                     7.0  S.  R.  Rogel,  pres.  &  COO                          427           21  167           1365                       Q]  B] 


(PERSONAL  CARE  PRODUCTS  {consumer products) 
IPRODUaS'         3809.9  J.  E.  Preston,  chmn.,  pres.  &  CEO               1114           -6  835           9180         169          [U         58.4            1.8  Q] 
 56.4  E.  J.  Robinson,  vice<hmn.,  CFO  &  CAO         664  20  0  3014                        [2]  E 
OX                      1758.3  G.  C.  Sullivan,  vice-chmn.  &  CEO                405            12  102           1400         122          Q]         13.4         -21.0  [3 

 1 4.6  W.  F.  Aus<ahl,  group  v-p  &  CFO  389  7  170  1554  H  ^ 

C  ATI-                    7007.2  R.  Mark,  chmn.  &  CEO                           2002            15  20816         28628         185          [H         15.1         -28.6  SI 

r  lOlWE  17.3  W.  S.  Shanohan,  pres.  &  coo  1063  12        6176  9950  B  H 

«  iTTE                      5162.8  A.  M.  Zeien,  chmn.  &  CEO                         1380            24  3476          10630         239          [D          63.8         -90.7  g] 

 34.8  L.  R.  Waxlax,  exec,  v-p  696  5  819  4021  ^  ^ 

r  rrER  &  GAMBIE'  30368.0  E.  L.  Artit,  chmn.  &  CEO                          2455e          26  2266           9876         161          [3]         20.5          -3.6  [3] 

 18.5  J.  E.  Pepper,  pres.  1823e  21        1669  7594  B  B 

T  URANDS                 684.1  M.  F.  C.  Emmett,  chmn.  &  CEO                   465             0  5307           7331         194          g]         49.2            NA  0] 

72.8  C.  J.  Chapman,  pres.  &  COO                      306              9  573            1840                        111  Q] 


I  PUBLISHING,  RADIO  &  TV  BROADCAST  (SERVICE) 

(  TAL  CITIES/ ABC      5344.1       P.  B.  Burke,  pres.,  CEO  &  COO  908  11         2310  13346  90  [1]  11.5         -31.8  g] 

 10.1      J.  B.  Sios,  exec,  v-p  &  pres.-ABC  786  8        5980  11098  \E  B 

3503.0      L.  A.  Tisch,  chmn.,  pres.  &  CEO                   1573            14             0            4306          103          SI           2.3         195.9  gl 
 35  1       J.  F.  Sagansky,  pres.-Entertolnment  Piv.        3620  58  0  7917  B  SI 

I  JONES  1817.9  P.  R.  Kann,  chmn.  &  CEO  885  21  903  3123  88  SI  6.9  -63.8  (D 
 8  2      K.  L  Burenga,  pres.  &  COO  620  22  627  2205  E  [§ 

I  &BRADSTREET      4750.7      C.  W.  Moriti,  chmn.  &  CEO                       1770              9          921            8079          140  B  24.5  -4.4  [5] 

 25.7      R.  E.  Weissman,  pres.  &  COO  1206  8  516  5164   SI  [2] 

I  mTT                     3469.0      J.  J.  Curley,  chmn.,  pres.  &  CEO                 1313              1         1569*          7541          125  B  19.9  9.8  H 

121.9      D.  H.  MeCorkindale,  vice-chmn.                  1118              2        1403*          5534  B  SI 
*lncludes  1 993  annual  long-term  awards  paid  at  end  of  1 992  (due  to  change  in  reporting). 

>HT-RIDDER           2329.5      J.  K.  Batten,  chmn.  &  CEO                          684*           14          555            3433          106  g]  13.3  -40.6  S] 

11.6      P.  A.  Ridder,  pres.                                     533*           18          174            1951  gl  SI 
*Excludes  half  1  992  executive  bonuses  which  company  paid  to  employees  for  hurricone  relief  at  executives'  request. 

I  ItAW-HILl  2050.5  J.  L.  Pionne,  chmn.  &  CEO  1349  62  298  4040  120  S]  16.6  272.9  H 
^  1 6.9      H.  W.  McGrow  III,  exec,  vp^perations         743  72  0  1709  g|  B 

I  YORK  TIMES          1773.5  A.  O.  Sulzberger,  chmn.  &  CEO                  1086            15  325            3044          106          g]           3.1        -117.8  B 

"   -1.1  W.  E.  Matlson,  vice-chmn.  867  15  327  2729  M  B 

I  )ER'S  DIGEST         2810.7  G.  V.  Grune,  chmn.  &  CEO                      1705           29  2647          16996          NA         NA        28.5         -20.9  H 

j  >CIATION  28  2  J.  P.  Schodt,  pres.  &  COO  712  NA        1836  NA  NA  NA 

1;  WARNER  13070.0  G.  M.  Levin,  pres.  &  co-CEO  3651  30  2081  12414  100  B  -9.2  NA  B 
^   -6.6      B.  W.  Wasserman,  exec,  v-p  &  CFO  1^51  19  0  30460  ^  B 
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COMPANY 

EXECUTIVE 

1992  COMPENSATION 

1990-92  PAY-PERFORMANCE  ANALYSIS 

1992 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFr 

SALES:  S  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
SOOO 

%  CHANGE 
FROM 
1991 

TERM 
COMP 

SOOO 

TOTAL 
COMP 
SOOO 

S  VALUE 
OFSlOO 
INVESTED 

RATING 

% 

CHANGE 
IN  ROE 

% 

RA 

TIMES  MIRROR 

3702.0 
3.3 

R.  F.  Erburu,  chmn.  &  CEO 
D.  Laventhol,  pres. 

875 
580 

0 
0 

0 
0 

2624 
1^40 

96 

m 
m 

5  7 

-79.0 

TRIBUNE 

2096.3 
13.6 

C.  T.  Brumbock,  pres.  &  CEO 
S.  R.  Cook,  chmn.f 

984 
739 

19 

1 

1414 
2768 

5567 
8404 

107 

m 
n 

6.0 

-36.7 

WASHINGTON  POST 

1450.9 
13.2 

D.  E.  Graham,  pres.  &  CEO 
A.  G.  Spoon,  exec,  v-p  &  COO 

400 
663 

7 
68 

179 
118 

1705 
1854 

86 

m 
m 

15.1 

-37,3 

27  RAILROADS  (TRANSPORTATION) 

BURLINGTON 
NORTHERN 

4630.0 
21.3 

G.  Grinstein,  chmn.  &  CEO 

J.  T.  Chain,  Jr.,  exec  v-p-Safety  &  Support 

1156 
619 

-2 
9 

868 
195 

5636 
NA 

150 

m 

NA 

4.5 

-5,1 

CSX 

8734.0 
0.7 

J.  W.  Snow,  chmn.,  pres.  &  CEO 
A.  R.  Carpenter,  pres.  &  CEO-sub.^ 

1497 
748 

21 
44 

2605 
677 

8669 
2827 

204 

m 
m 

2.8 

-94,7 

NORfOLK 
SOUTHERN 

4606.6 
13.2 

D.  R.  Goode,  chmn.,  pres.  &  CEO 
J.  R.  Turbyfili,  exec,  v-p-finance 

767 
704 

NA 
15 

253 
0 

NA 
2555 

163 

NA 

ID 

8.4 

12.3 

SANTA  EE  PACIFIC 

2496.4 
6.8 

R.  0.  Krebs,  chmn.,  pres.  &  CEO 
D.  E.  Springer,  sr.  v-p,  treas.  &  CFO 

893 
443 

17 
20 

31 
0 

3002 
1190 

1 14 

m 
m 

1.7 

NA 

UNION  PACIFIC 

7294  0 
15.7 

D.  Lewis,  chmn.,  pres.  &  CEO 

R.  K.  Davidson,  chmn.  &  CEO-sub.^ 

2212 
1110 

9 
31 

3445 
3465 

16244 
7362 

163 

a 
a 

10.6 

3.2 

28  RETAILING  (FOOD)  (service) 

WINN-DIXIE  STORES 

10481.0 
23.6 

A.  D.  Davis,  chmn. 
J.  Kufeldt,  pres. 

686 
684 

6 
6 

274e 
0 

2544 
2264 

246 

a 
m 

20.7 

37.3 

29  RETAILING  (NONFOOD)  (service) 

AUTOZONE 

1039,0 
22.2 

J.  R.  Hyde,  til,  chmn.  &  CEO 
P.  R.  Formanek,  pres.  &  COO 

1044 
785 

9 
9 

0 
0 

12973 
14538 

NA 

NA 
NA 

23.6 

NA 

1 

COSTCO 
WHOLESALE 

6895.0 
14.0 

J.  D.  Sinegal,  pres.  &  CEO 
J.  H.  Brotman,  chmn. 

51 1 
509 

24 
24 

0 

8749 

1334 
10081 

209 

B 
B 

13.0 

26.0 

HOME  DEPOT 

7148.4 
16.7 

B.  Marcus,  chmn.  &  CEO 
A.  M.  Blank,  pres.  &  COO 

2667 
2459 

69 
79 

0 
0 

5829 
5201 

624 

m 
m 

18.5 

-23.5 

KMART 

38124.0 
13.9 

J.  E.  Antonini,  chmn.,  pres.  &  CEO 

G.  R.  Mrkonic,  exec.  v-p-Speclty  Retaiing 

1455 
868 

-6 
13 

664 
264 

5635 
2369 

155 

m 
m 

13.9 

114.1 

THE  LIMITED ' 

6944.3 
22.3 

L.  H.  Wexner,  chmn.  &  pres. 
M.  Trust,  pres. -Mast 

1860 
1131 

-2 
2 

0 
0 

5547 
3204 

159 

m 
m 

23.1 

-20.4 

MEDCO  CONTAINMENT 

SERVICES 

2130.7 
14.5 

M.  J.  Wygod,  chmn.  &  CEO 

R.  C.  Holstein,  sr.  exec,  v-p-sales/mktg. 

807 
434 

76 
NA 

29400 
0 

65244 
NA 

518 

m 

NA 

7.9 

44.9 

MELVILLE 

10432.8 
6.8 

S.  P.  Goldstein,  chmn.,  pres.  &  CEO 
M.  A.  Friedheim,  exec,  v-p 

1433 
887 

10 
10 

269 
0 

4967 
3014 

129 

m 
m 

14.3 

-71.4 

NORDSTROM 

3422.0 
13.0 

0.  J.  Hume,  co-pres.:( 
R.  A.  Johnson,  co-pres.^ 

331 
343 

-17 
-17 

0 
221 

945 
1570 

107 

m 
m 

13.8 

-17.1 

J. C  PENNEY' 

18009.0 
17.7 

W.  R.  Howell,  chmn.  &  CEO 
R.  E.  Northam,  exec,  v-p 

1622 
548 

73 
49 

802 
106 

5543 
1770 

118 

m 
m 

12.1 

-1.4 

SEARS,  ROEBUCK 

52344.6 
-19.9 

E.  A.  Brennan,  chmn.,  pres.  &  CEO 
P.  J.  Purcell,  chmn.  &  CEO-Dean  Witter 

1030 
2250 

6 
17 

391 
1038 

4744 
7005 

135 

m 

B 

-1.3 

-287.5 

TOYS 'R' US' 

7169.3 
17.1 

C.  Lazarus,  chmn.  &  CEO 

R.  C.  Nakosone,  vice-chmn.;  pres.-sub. 

7025 
899 

27 
20 

57206 
6125 

86168 
8717 

168 

m 

B 

15.7 

-9.2 

WALGREEN 

7680.9 
18.0 

C.  R.  Walgreen  III,  chmn.  &  CEO 
L.  D.  Jorndt,  pres.  &  COO 

1194e 
693e 

13 
21 

388 
165 

4083 
2051 

193 

m 

B 

18.1 

-4.0 

30  SERVICE  INDUSTRIES  (service) 

BROWNING-FERRIS 

3334.3 
13.1 

W.  D.  Ruckelshous,  chmn.  &  CEO 
N.  A.  Myers,  vice-chmn. 

806 
459 

0 
2 

0 

1093 

2605 
2419 

73 

m 
m 

13.7 

-38.0 

CHEMICAL  WASTE 
MANAGEMENT 

1518.6 
12.9 

D.  P.  Payne,  pres.  &  CEO 
B.  D.  Tobecksen,  sr.  v-p 

456 
240 

336 
0 

0 

283 

NA 
1567 

98 

NA 

m 

14.0 

-28.8 

f 

R.  R.  DONNELLEY 
&SONS 

4193.1 
12.7 

J.  R.  Walter,  chmn.  &  CEO 
C.  K.  Doty,  pres. 

1185 
650 

87 
73 

311 
670 

4481 
2493 

134 

m 
m 

12.9 

-17.3 

FEDERAL  EXPRESS 

7610.5 
-6.5 

F.  W.  Smith,  chmn.,  pres.  &  CEO 
T.  L.  Weise,  sr.  v-p-Air  Operations 

614 
412 

-7 
20 

0 
43 

1856 
1712 

119 

m 
m 

-4,5 

-193.0 

FLUOR 

6846.8 
15.2 

L.  G.  McCraw,  chmn.  &  CEO 
V.  L.  Kontny,  pres.  &  COO 

1212 
822 

14 
18 

2228 
1669 

8618 
6944 

117 

a 
a 

15.3 

1.0 

GALEN 

HEALTH  CARE 

3995.0 
9.4 

C.  F.  Pollard,  chmn.  &  CEO 
J.  D.  Bohanon,  pres.  &  COO 

543 
284 

-39 
NA 

0 
0 

5382 
NA 

79 

a 

NA 

15.1 

-51.5 

f 

GENUINE  PARTS 

3668  8 
17.8 

L.  L.  Prince,  chmn.  &  CEO 
T.  C.  Gallagher,  pres.  &  COO 

733 
515 

10 
1 1 

98 
40 

2216 
1455 

132 

m 

B 

18.7 

-13.3 

W.  W.  GRAINGER 

2364.4 
14.7 

D.  W.  Grainger,  chmn.  &  pres. 
J.  D.  Fluno,  vice-chmn. 

778 
707 

5 
8 

215 
2151 

2809 
4374 

192 

m 
m 

15.0 

-9.8 

HCA-HOSPITAL  CORP. 
OF  AMERICA 

5125.7 
2.0 

T.  F.  Frist,  Jr.,  chmn.,  pres.  &  CEO 
J.  O.  Bovender,  Jr.,  exec,  v-p  &  COO 

1068 
382 

-10 
-4 

125934 
9637 

129194 
10740 

NA 

NA 
NA 

NA 

NA 

t 
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r  ^  k. 

1  ■  1   J  1  w  J  -Jmm  w    -»  T  ■  .  1 
k    M  m  m  m              k.    ^  k  i  •  ■■ 

^  «  r  . 

m  \^  J  w 
-*  1  a  ■  1 
y  _  <  ■  k 

-«  1,  ■ 

k  H 

■  r 

>       .A.  V 

t  PANY 

EXECUTIVE 

1992  COMPENSATION 

1990-92  PAY-PERFORMANCE  ANALYSIS 

1992 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
SOOO 

% CHANGE 
FROM 
1991 

TERM 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

lER 

TRIAL 

662.6 
22.1 

M.  L.  Mandel,  chmn.  &  CEO 
P.  S.  Sims,  v<hmn.  &  Ireas. 

550 
272 

15 
5 

Q 

91 

1470 
1038 

160 

ffl 

m 

23.5 

-25.7 

ffl 
ffl 

i  SYSTEM 

5191.5 
7.9 

M.  A.  Burns,  chmn.,  pres.  &  CEO 
E.  A.  Hus<on,  sr.  exec,  v-p-fin.  &  CFO 

1507 
830 

102 
92 

619 
0 

3640 
1695 

144 

m 
m 

5.8 

145.7 

m 
m 

I 

.CEMENT 

8661.0 
21.0 

D.  L.  Bunlrock,  chmn.  &  CEO 
P.  B.  Rooney,  pres.  &  COO 

1730 
1283 

57 
60 

1469 
6968 

19237 
23357 

118 

m 

18,3 

2.2 

m 
ffl 

iTEEL  (INDUSTRIAL:  LOW  TECH) 

R 

1619.2 
10.4 

F.  K.  Iverson,  chmn.  &  CEO 
S.  Slegel,  vice-chmn.  &  CFO 

413 
311 

29 
29 

98 
74 

1819 
1201 

263 

ffl 

B 

10.3 

5.4 

ffl 
m 

tS.  STE£L  GROUP  4947  0 
-123.4 

C.  A.  Corry,  chmn.  &  CEO-USX  Corp.*          1 1 23 
T.  J.  Usher,  pres.-U.S.  Steel  Grp.^  430 
*Same  compensation  listed  under  USX-Marathon  Group. 

-1 1 
39 

0 
106 

6808 
2005 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

fELECOMMUNICATIONS  (telecommunications) 

I 

2092.1 
17.5 

J.  T.  Ford,  chmn.,  pres.  &  CEO 
M.  E.  Bobbin,  exec,  v-p 

963 
670 

67 
62 

624 
124 

3595 
2110 

134 

m 
m 

18.0 

2.3 

ffl 
ffl 

64904.0 
20.1 

R.  E.  Allen,  chmn.  &  CEO 
R.  L.  Tobias,  vice-chmn. 

2258 
1 167 

10 
3 

1894 
387 

9527 
5297 

121 

ffl 
m 

14.2 

-5.0 

ffl 
ffl 

tITECH 

11153.0 
19.3 

W.  I.  Weiss,  chmn.  &  CEO 
L.  J.  Ruligliano,  vice<hmn. 

1434 
764 

13 
31 

2663 
313 

8674 
2647 

120 

ffl 
m 

16.6 

19.5 

d 

m 

ATIANTIC 

12647.0 
17.7 

R.  W.  Smith,  chmn.  &  CEO 

J.  G.  Cullen,  pres.  &  CEO-NJ  Bell  Tele. 

1431 
593 

-2 
NA 

1 129 
226 

7522 
NA 

105 

ffl 

NA 

16.5 

41.4 

m 

NA 

iOUTH 

15148.9 
12.0 

J.  L.  Clendenin,  chmn.  &  CEO 

W.  O.  McCoy,  pres.-BellSouth  Entp.t 

1373 
777 

1 

5 

171 
235 

5612 
3004 

103 

ID 

m 

12.1 

-7.1 

H 

m 

19984.0 
17.7 

C.  R.  Lee,  chmn.,  pres.,  CEO  &  COO           1 85 1  * 
K.  B.  Foster,  pres.-GTE  Tele.  Ops.  Grp.         1 1 66* 

*lncludes  one  more  pay  period  than  previous  years. 

31 
9 

315 
641 

5403 
NA 

113 

in 

NA 

16.3 

2.4 

m 

NA 

iW  CELLUIAR 
MliNS. ' 

1743.3 
-26.2 

C.  O.  McCaw,  chmn.  &  CEO 
J.  L.  Barlcsdale,  pres.  &  COO 

100 
870 

-35 
343 

0 

1307 

459 
NA 

88 

NM 
NA 

-9.4 

NA 

NM 
NA 

10562.0 
19.7 

B.  C.  Roberts  Jr.,  chmn.  &  CEO 
D.  F.  Alcerson,  pres.  &  COO 

1547 
830 

24 
49 

3066 
1756 

8369 
3860 

91 

m 
ffl 

16.3 

-31.6 

ffl 

iX 

13155.0 
13.7 

W.  C.  Ferguson,  chmn.  &  CEO 
i.  G.  Seidenberg,  vice-chmn.^ 

1486 
831 

22 
39 

333 
107 

4588 
1992 

107 

m 
m 

10.2 

58.6 

m 
m 

FiHC  TELESIS 

9935.0 
13.8 

S.  L.  Ginn,  chmn.,  pres.  &  CEO 
C.  L.  Cox,  group  pres.-PacTel  Cos. 

1326 
759 

19 
20 

786 
287 

5741 
3117 

101 

m 
m 

13.6 

-12.1 

m 
m 

THERN  NEW          1614  4 
ANDTELECOMM.'      12  7 

W.  H.  Monleith,  Jr.,  chmn.  &  CEO 
D.  J.  Miglio,  pres.  &  COO 

609 
409 

7 
27 

0 
0 

1823 
1018 

91 

ffl 
ffl 

11.7 

-19.2 

ffl 
ffl 

niWESTERN 

10015.4 
14.2 

E.  E.  Whitacre,  Jr.,  chmn.  &  CEO 
R.  G.  Pope,  vice-chmn.  &  CFO 

1736 
1 135 

29 
27 

1364 
893 

7292 
5083 

129 

m 
ffl 

13.4 

8.6 

m 
ffl 

fEST 

10281.1 
14.3 

R.  D.  McCormick,  chmn.,  pres.  &  CEO 
A.  G.  Ames,  pres.  &  CEO-U  S  West  Comm 

1165 
694 

40 

39 

431 
955 

6352 
3748 

1 1 1 

m 
m 

11.0 

3.7 

ffl 
a 

TEXTILES, 

APPAREL  (CONSUMER  PRODUaS) 

1  OF  THE  LOOM 

1855.1 
22.2 

W.  Farley,  chmn.  &  CEO 
J.  B.  Holland,  pres.  &  COO 

3500 
937 

28 
29 

0 
893 

10194 
3823 

327 

m 
ffl 

18.9 

0.6 

m 
m 

BORNE 

2194.3 
22.8 

J.  A.  Chazen,  chmn.  &  CEO 
H.  L.  Folk,  vice-chmn.  &  pres. 

1099 
1099 

-7 
-7 

0 

2605 

3510 
7189 

177 

ffl 
ffl 

25.4 

-15.2 

m 
m 

c 

3690.3 
23.3 

P.  H.  Knight,  chmn.  &  CEO 
R.  K.  Donahue,  pres.  &  COO 

1017 
874 

56 
10 

0 
0 

2214 
NA 

318 

ffl 

NA 

25.3 

-24.8 

ffl 

NA 

)0K 

IRNATIONAL 

3022.6 
13.7 

P.  B.  Fireman,  chmn.,  pres.  &  CEO 
J.  H.  Duerden,  sr.  v-p 

1604 
833 

-20 
-14 

0 
721 

18419 
3108 

184 

ffl 

m 

20.0 

-33.9 

ffl 

m 

W  INDUSTRIES 

2036.0 
12.7 

R.  E.  Shaw,  pres.  &  CEO 

W.  C.  Lusk,  Jr.,  sr.  v-p  &  treas. 

1365 
832 

-1 
2 

384 
401 

4353 
3103 

218 

m 
m 

18.8 

-50.8 

m 
m 

3824.4 
20.2 

L.  R.  Pugh,  chmn.,  pres.  &  CEO 
G.  G.  Johnson,  v-p-finonce  &  CFO 

1693 
625 

15 
10 

3036 
681 

7094 
2569 

177 

m 
m 

15.4 

-6.1 

m 
m 

TIRE  &  RUBBER  (industrial:  low tech) 

PER  TIRE  &  RUBBER  11 74  7 

22.9 

1.  W.  Gorr,  chmn.  &  CEO 
P.  W.  Rooney,  pres.  &  COO 

834 
555 

16 
36 

80 
63 

2546 
1696 

425 

ffl 
ffl 

19.7 

22.1 

ffl 
ffl 

IDYEAR  TIRE  & 
tBER 

1 1784.9 
19.0 

S.  C.  Gault,  chmn.  &  CEO 
H.  M.  Wells,  pres.  &  COO 

1854 
1065 

150 
45 

0 
280 

NA 
2399 

164 

NA 

m 

6.6 

1 15.4 

NA 

m 

TOBACCO 

(CONSUMER  PRODUCTS) 

ERICAN  BRANDS 

8840.3 
20.4 

W.  J.  Alley,  chmn.  &  CEO 
T.  C.  Hoys,  pres.  &  COO 

2018 
1134 

1 1 
9 

4624 
1655 

10961 
5312 

128 

ffl 
ffl 

18.5 

-2.7 

m 
m 

LIP  MORRIS 

50095.0 
39.3 

M.  A.  Miles,  chmn.  &  CEO 
W.  Murray,  pres.  &  COO 

1850 
1608 

12 
10 

2204e 
22251 

13936 
29698 

199 

m 
m 

33.4 

27.7 

m 
ffl 
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COMPANY 


EXECUTIVE 


1992  COMPENSATION 


SALES;  S  MILLIONS 
ROE:  % 


TOTAL  ANNUAL  COMP 
SALARY 
&  BONUS 

SOOO  1991 


LONG- 

%  CHANGE  TERM 
FROM  COMP, 
SOOO 


1990-92  PAY-PERFORMANCE  ANALYSIS 

PAY  VS  SHAREHOLDER  RETURN       PAY  VS.  CORPOP^ATE  PROF 


TOTAL  S  VALUE 
COMP  OF  Si 00 
SOOO         INVESTED  RATING 


CHANGE 
IN  ROE 


DIB  UJl DICTA 

1 5734.0 

L.  V.  Gersfner,  Jr.,  cnmn.  &  CEO 

41 08 

33 

0 

10138 

NM 

NM 

-3.1 

NA 

HALniUfiS 

9  0 

J.  W.  Johnston,  chmn.  &  CEO'Sub. 

1 167 

]  7 

0 

3152 

NM 

UM 

1044.4 

L.  r.  Banfle,  chmn.  &  CEO 

2701 

1 1 

2 1 901 

31995 

222 

|4J 

54.2 

53.2 

60  5 

V.  A.  GiGrGr,  Jr.,  pres.  &  COO 

1 861 

35 

5206 

1 4604 

f4l 

36  UTILITIES 

(UTILITIES) 

- 

AMFRICAII  ELECTRIC 

5044  8 

K.  c.  UisDrow,  cnmn.  ot  CcO~co.  &  subs. 

613 

_2 

0 

1 792 

1 22 

[3I 

116 

—22  1 

POWER 

n.i 

E.  L.  Draper,  Jr.,  pres.;  v-p.subs. 

405 

NA 

50 

NA 

NA 

BALTIMORE 

2491 .3 

568 

1 4 

375 

1 900 

1 20 

8  1 

-28  1 

GAS  &  ELECTIC 

8.8 

C.  H.  Poindexter,  vice-chmn. 

346 

2 

273 

1270 

l 

CAROLINA 

2766.8 

S.  H.  Smith  Jr.  chmn.  &  CEO 

617 

8 

191 

1 976 

1 39 

[1 

1 3,4 

1,1 

POWER  &  LIGHT 

14.4 

W.  E.  Oraham,  Jr.,  vice-chmn. 

368 

7 

94 

1161 

[2] 

CEMTERIOR 

2438  3 

R.  J.  Forlin^,  chmn.,  pres.  &  CEO 

319 

5 

1 8 

933 

120 

m 

8  4 

-23  1 

ENERGY  CORP 

7.3 

L.  C.  Phillips,  exec,  v-p 

244 

-3 

0 

724 

m 

CENTRAL  & 

3289.0 

E.  R.  Brooks,  chmn.,  pres.  &  CE^) 

593 

21 

3 1 3 

1 905 

1 67 

(21 

1 3.1 

1 2.9 

SOUTH  WEST 

13.1 

T.  V.  Shockiey  III,  exec,  v-p 

398 

15 

81 

1218 

[U 

COMMONWEALTN 

6026  3 

jt  J.  \^  ivOiinor,  tniTin.  ot  \.c\.y 

739 

1 2 

0 

2000 

84 

l4l 

2.9 

-10.3 

EDISON 

7.8 

C.  Reed,  sr.  v-p 

217 

1 

0 

645 

[2] 

CONSOLIDATED 

5932.9 

1-   P    MrCmrntix   rkmn     nroc   fL  CPCi 

746 

12 

39 

2088 

131 

1] 

1 1 .6 

-1 0.3 

EDISON  OF  NY 

1 1.6 

R.  J.  McCann,  exec,  v-p  &  CFO 

445 

8 

38 

1367 

m 

CONSOLIDATED 

WEMVIiiWHI  Kir 

2520.8 

^7.  A.  Dovidson,  Jr.,  chmn.  &  CE^) 

706 

-1 

108 

3091 

101 

H 

9.1 

-1 3.5 

NATURAL  GAS 

9.4 

L.  0.  Johnson,  exec,  v-p  &  CFO 

422 

17 

40 

1462 

IS 

DETROIT  EDISON 

3558  1 

J.  E.  LobbiQ,  chmn.,  pres.  &  CE^^ 

489 

7 

38 

1471 

151 

Q] 

1 8.5 

8.9 

17.9 

L.  G.  Gorberdlng,  exec,  v-p  &  CFO 

331 

2 

20 

923 

[U 

DOMINION 

3791  1 

T.  E.  Capps,  chmn.,  pres.  &  CEO 

667 

4 

281 

2338 

147 

till 

1 1 .5 

-1 3.5 

RESOURCES 

10,4 

J.  T.  Rhodes,  pres.  &  CEO-sub. 

529 

23 

53 

1450 

H 

DUKE  POWER 

3961  5 

S.  Lee,  chmn.,  pres.  &  CEO 

762 

1 7 

0 

201 6 

147 

I21 

12.2 

-23,4 

10.9 

^W.  H.  GriQQ,  vice-chmn. 

388 

16 

0 

1034 

HI 

ENTERGY 

4116  5 

E.  LupberQer,  chmn,  &  CEO 

941 

48 

1 80 

2597 

1 58 

(31 

11.1 

NA 

10.2 

J,  L.  Moulden,  group  pres. 

731 

41 

90 

1854 

flitRIDA  PDDGREU 

2095  3 

J.  D.  wriicniieiu,  cnmn.  at 

632 

39 

0 

1612 

1 43 

f2l 

1 1 .2 

-25,8 

10.1 

R,  Korpon,  pres,  &  COO 

425 

52 

0 

1023 

[2] 

EPL  GROUP 

51 93  3 

J,  L.  Broodheod,  chmn.,  pres.  &  CE^3 

1 232 

1 0 

745 

7346 

1 19 

[U 

3.7 

3.5 

12.3 

S.  E.  Frank,  pres.  &  COO-sub 

709 

7 

286 

2202 

m 

HOUSTON 

4596  4 

D.  D.  Jordan,  chmn.,  pres,  &  CEO 

785 

-26 

32 

2694 

1 57 

n 

10.6 

-7,9 

INDUSTRIES 

10.4 

D.  D.  Sykora,  v-p;  pres.  &  COO-sub. 

523 

-23 

21 

1746 

[3] 

lAMG  ISLAND 

2621  8 

W.  J.  Cotocosinos,  chmn,  &  CEO 

493 

g 

0 

1 343 

150 

m 

1 1  4 

NA 

LIGHTING 

10.9 

A,  F,  Earley,  Jr.,  pres.  &  COO 

272 

14 

0 

725 

H 

NEW  ENGLAND 

2181  7 

1   W   Raima    nrac    A  CV^Ci 

J,  w.  Kowe,  pres.  ot  v.cw 

602 

10 

1 33 

2030 

156 

m 

14,7 

9.3 

ELECTRIC  SYSTEM 

12.5 

J,T,  Bok  chmn. 

500 

6 

1 10 

1758 

n 

NEW  YORK  STATE 
heww  ivHn  jihie 

1 69 1  7 

J.  A.  Carrigg,  chmn.,  pres.  &  CEO 

389 

-21 

Q 

1 220 

1 34 

UJ 

1 0.5 

-13.1 

ELECTRIC  &  GAS 

10.3 

J.  H.  Roskoz,  sr.  v-p 

264 

-6 

0 

715 

E 

HIAGADA  MOHAWK 

J/  U  1  .0 

w.  J.  uonion,  cnmn.  &  \.cv 

507 

24 

Q 

1 1 98 

1 41 

m 

7  2 

78.0 

POWER 

9.8 

J,      Endries,  pres. 

336 

20 

0 

810 

H 

NORTHEAST 

3257  7 

w,  D,  cms,  cnmn,  oc  v.c^ 

688 

0 

31 

201 7 

141 

[3] 

12.1 

1 .3 

UTILITIES 

1 1 .8 

R   M    Fnv    nrac    SL  CCiCi 
D.  n\t  roHf  oits^t  ot 

5 1 8 

2 

19 

1482 

[3] 

HOBTHERH  STATES 
nvHinEHn  9ihie> 

J.  J.  nowaro,  cnmn.  ot  \,c\j 

488 

_3 1 

2 1 7 

2247 

1 27 

f3l 

10  8 

-34.6 

POWER 

8.9 

F   M    Thoicon    nrAC   ft,  CCiCi 
b.  iTi.  1  iidfttsii,  pro.  ot 

3 1 3 

-28 

108 

1222 

[H 

OHIO  EDISON 

1    T    pMnsve     1.      ^Umn    JL  ^Fr^4' 

J.  1.  Kogers,  jr.,  cnmn.  oc  v.cv^  | 

620 

29 

Q 

1510 

1 1 7 

1 0.2 

-1 9.0 

1 0.5 

W,  R,  Holland,  pres. 

354 

229 

0 

NA 

NA 

PACIEir  CAS 

1  UztO.  1 

K,  A,  \.iarKe,  cnmn,  « 

987 

Q 

843 

4284 

1 73 

f4l 

1 2  5 

24  3 

&  ELECTRIC 

1 3  3 

J.  1.  OKinner,  pres.  ot 

695 

7 

527 

2908 

PAf  lEIf  ABP ' 

A.  fn.  \7ieason,  pres.  ot  vcv./ 

61 1 

—42 

318 

4161 

106 

[4I 

10  4 

-76.8 

3  4 

G.  K.  Drummond,  exec,  v-p 

467 

-43 

0 

2618 

[U 

O'i  Ai  0 

z  J4 1  .y 

D.  R.  Hendrix,  chmn.,  pres.  &  CEO 

Z  J 

—  1  rtcs 
1  uu 

1  OOU 

00 

—0  3 

1 66  9 

EACTEPH 

1 1  1 
1  J .  1 

P.  M,  Anderson,  exec,  v-p 

529 

43 

Q 

NA 

NA 

PENNSYLVANIA 

2744.1 

J,  T.  KauWman,  chmn,  &  CEOf 

549 

22 

109 

1597 

149 

ID 

13.2 

-8.2 

POWER  &  LIGHT 

13.1 

W,  F.  Hecht,  pres,  &  COO 

344 

17 

73 

1031 

m 

PHILADELPHIA 

3962.5 

J.  F.  Paquette,  Jr.,  chmn.  &  CEO 

797 

14 

640 

2635 

130 

a 

7.6 

-21,2 

EUaRIC 

10.4 

C.  A.  McNeill,  Jr.,  pres.  &  COO 

506 

7 

106 

141 1 

m 

POTOMAC  ELEQRIC 

1601.6 

E.  F.  Mitchell,  chmn.  &  CEO 

577 

-5 

0 

1633 

120 

m 

11.0 

-30,6 

POWER 

10.2 

H.  L.  Davis,  vice<hmn,  &  CFO 

432 

-6 

0 

1233 

m 

PUBLIC  SERVia 

5356.8 

E.J.  Ferland,  chmn.,  pres.  &  CEO 

841* 

3 

41 

2609 

127 

a 

11,5 

-18,5 

ENTERPRISES 

10.5 

L,  R.  Codey,  pres,  &  COO-PSE  &  G 

451* 

26 

9 

1204 

m 

*lncludes  one  more  pay  period  than  previous  years. 
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EXECUTIVE  COMPENSATION  SCOPEI 


PANY   EXeCUTIVE   1992  COMPENSATION  1990-92  PAY-PERFORMANCE  ANALYSIS  

1992   TOTAL  ANNUAL  COMP.     LONG-  PAY  VS.  SHAREHOLDER  RETURN        PAY  VS  CORPORATE  PROFIT 

SALES:  $  MILLIONS  SALARY     %  CHANGE     TERM  TOTAL         S  VALUE  CHANGE 

ROE:%  &  BONUS       FROM        COMP  COMP        OFSIOO  ROE  IN  ROE 

$000  1991  $000  SOOO        INVESTED  RATING  %  %  RATING 


ilEGO 
i  EUaRK 

1870.9 
13.9 

T.  A.  Page,  chmn.  &  CEO 
J.  E.  Thomas,  pres.  &  COO 

756 
428 

4 

25 

345 
135 

3020 
1442 

125 

a 
a 

14.5 

-0.9 

1 

m 

n> 

7984.0 
12.4 

J.  E.  Bryson,  chmn.  &  CEO 
M.  R.  Peevey,  pres. 

907 
672 

12 
9 

0 
0 

2437 
1977 

132 

m 
a 

13.0 

-15.7 

m 
m 

r 

1484.4 

8.6 

R.  L  Kuehn,  Jr.,  chmn.,  pres.  &  CEO 
D.  G.  Russell,  exec,  v-p 

1015 
559 

13 
1 1 

1071 
148 

4122 
1777 

111 

a 
a 

8.5 

-1 1.3 

a 
a 

HERN' 

8072.6 
13.1 

E.  L  Addison,  pres.  &  CEO  877 
A.  W.  Oahlberg,  pres.  &  CEO-Georgia  Pwr.  586* 
^Includes  one  more  pay  period  than  previous  years. 

17 
20 

263 
569 

2960 
2297 

154 

m 
a 

11.5 

6.3 

m 
m 

SY 

1183.2 
15.6 

T.  I.  Guzzle,  chmn.,  pres.  &  CEO 
G.  F.  Anderson,  exec,  v-p-utility  ops. 

597 
359 

6 
9 

586 
185 

2654 
1302 

158 

m 
m 

16.2 

2.2 

m 
m 

(UTILITIES' 

4907.9 
9.4 

J.  S.  Farrington,  chmn.  &  CEO 
E.  Nye,  pres. 

700 
525 

6 
6 

0 
0 

2017 
1538 

147 

m 
m 

5.1 

-23.7 

m 
m 

NEUCTRK 

2015.1 
13,2 

W.  E.  Cornelius,  chmn.  &  CEO 
D.  F.  Schnell,  sr.  v-p 

699 
266 

6 
5 

0 
0 

1914 
731 

153 

m 
m 

13.9 

-3.3 

m 
m 

lABRATOR 
iOiOeiES 

1483.1 
17.2 

P.  B.  Rooney,  chmn.  &  CEOj:  0 
R.  C.  Gilbert,  pres.  &  COO*                        6 1 9 

*Resigned  1/1/93.  **Excludes  poy  from  Waste  Management. 

-100 
32 

11216" 
1302 

11216 
4432 

211 

m 
m 

13.4 

70.1 

a 
a 

lAMS 

2448.1 
9.4 

J.  H.  Williams,  chmn.  &  CEO 
K.  E.  Bailey,  pres. 

1489 
837 

6 
49 

558 
0 

4734 
2493 

113 

m 
m 

8.3 

108.4 

a 
a 

ONSIN  ENERGY  15  51.8  R.  A.  Abdoo,  chmn.,  pres.  &  CEO  492  8  0  1279  141  Q]  12.5  -25.5  [D 
 1 1 .0      J.  W.  Boston,  v-p;  pres.  &  COO-subs.  285  1  0  800  H  M 


PHABETICAL  LIST  OF  COMPANIES 

umber  following  each  identifies  tfie  Scoreboard  category  under  wfiich  it  is  listed 


.aborafories  11 
Ad  Micro  Devices  12 
'h  &  Cosualt/  31 
1 

luc^  &  ChtHUfcaU  8 
jndord  • 
gnal  9 
% 

ftiCo,  Of  America  18 
I 

Ja  Hess  20 
3n  Brands  35 
inCyanamid  8 
nEledncPower  36 
□n  Express  21 
□n  General  21 
mHomeProduch  11 
an  inH.  Group  21 
Kh  32 
20 
2 


BellSouth  32 
Berkshire  Halhowoy  21 
Block  H&R21 
Blockbuster  Ent.  17 
Boatmen's  Bancshores  5 
Boeing  1 
Borden  13 

Bristol-Myers  Squibb  11 
Browning-Ferris  30 
Burlington  Northern  27 
Burlington  Resources  20 
Campbell  Soup  13 
Capital  CiHes/ABC  26 
Carnival  Cruise  Lines  17 
Carolina  P&l  36 
Caterpillar  15 
CBS  26 

Centerior  Energy  36 
Centrol  &  South  West  36 
Chose  Manhattan  5 
Chemicol  Bonking  5 
Chemical  Woste  30 
Chevron  20 
Chrysler  A 
Chubb  21 
Ggno  21 

Cincinnati  Financial  21 
Gsco  Systems  22 
Citicorp  5 
Cbrox  25 
CNA  Financial  21 
Coastal  20 
Coco-Cola  6 
Coco-Colo  Enterprises  6 
Colgate-Patmolive  25 
Commonwealth  Edison  36 
Compoq  Computer  22 
Computer  Assodaleslrdl.  22 
Conogra  13 
Cons.  Edison  of  NY  36 
Conso&dc«edN<A/ralGcc  36 
Coniolidoted  Papers  24 
Cooper  Industries  12 
Cooper  Tire  &  Rubber  34 
Corestcrtes  Pinoncial  5 
Coming  19 
Costco  Wholesale  29 


CPC  Intemotionol  13 
Crown  Cork  &  Seal  10 
CSX  27 
Dana  4 
Deere  15 
Delto  Air  Lines  2 
Deluxe  22 
Detroit  Edison  36 
Digitol  Equipment  22 
Disney  (Walt)  17 
Dominion  Resources  36 
Donnelley  (R.R.)  &  Sons  30 
Dover  15 
Dow  Chemicol  8 
Dow  Jones  26 
Dresser  Industries  23 
Du  Pont  8 
Duke  Power  36 
Dun  &  Brodstreet  26 
Durocell  International  19 
Eastman  Kodak  17 
Eaton  4 

Emerson  Electric  12 
Engelhard  8 
Enron  Oil  &  Cos  20 
Entergy  36 
Ethyl  8 
Exxon  20 
Federal  Express  30 
Fifth  Third  Boncorp  5 
First  Bank  System  5 
First  Chicago  5 
First  Data  22 
First  Fidelity  Boncorp.  5 
First  Finonciol  Mgmt,  21 
First  Interstate  Bancorp  5 
First  of  America  Bonk  5 
Fint  Union  IN  C.)  5 
Fleet  Finonciol  Group  5 
Florido  Progress  36 
Fluor  30 
FMC  15 
Ford  Motor  4 
FPL  Group  36 
Franklin  Resources  21 
Fruit ofThe  Loom  33 


Galen  Health  Core  30 
Ganr>ett  26 
Genentech  11 
General  Dynamics  1 
General  Electric  9 
General  Mills  13 
General  Motors  4 
General  Re  21 
Genuine  Parts  30 
Georgia-Pacific  24 
Gillette  25 

Golden  West  Finonciol  21 
Goodyear  Tire  &  Rubber  34 
Grace  (W.R.)  8 
Grainger  (W.W.)  30 
Great  Lakes  Chemical  8 
GreotWej#em  Financial  21 
GTE  32 
Halliburton  23 
Harcourl  General  9 
Hasbro  17 

HCAHosp.Cp.ofAmer.  30 
Heim:{HJ.)  13 
Hercules  8 
Hershey  Foods  13 
Hewlett^ockard  22 
Hillenbrand  Industries  19 
Hilton  Hotels  14 
Home  Depot  29 
Honeywell  16 
Hormel(Geo.A.)  13 
Household  International  9 
Houston  Industries  36 
Illinois  Tool  Works  19 
Imcero  Group  11 
IngersolMtand  15 
Intel  12 
IBM  22 

Intl.  Fkjvors  &  Fragrances  8 
Intl.  Gome  Technology  19 
Intl.  Poper  24 
ITT  9 

Jeffereon-Pilot  21 
Johnson  &  Johnson  11 
Johnson  Controls  16 
Kmart  29 


Kellogg  13 
Kerr-McGee  20 
Keycorp  5 
Kimberly-Clark  24 
Knight-Ridder  26 


illy  (Eli)  11 
imited  29 
itton  Industries  13 
iz  Claiborne  33 
Loews  21 

Longlslond  Lighting  36 
Louisiono-Pocific  34 
Marion  Merrell  Dow  11 
Marriott  14 
Marsh  &  McLennon  21 
Martin  Marietta  1 
Moftel  17 
MBNA  5 

McCaw  Cellubr  Comm  32 
McCormick  13 
McDonnell  Douglas  1 
McGrow-Hill  26 
MCI  32 
Mead  24 

MedcoContcanment  29 

Medtronic  11 

Mellon  Bank  5 

Melville  29 

Merck  11 

Merrill  Lynch  21 

Microsoft  32 

Minnesota  Mining  &  Mfg  19 

Mobil  20 

Molex  12 

Monsanto  8 

Morgan  |J.P.)  5 

Morgon  Stanley  Group  21 

Morton  Intl.  8 

Motorola  13 

Noico  Chemical  8 

Notional  City  5 

Nation sBonk  5 

NBD  Bancorp  5 

New  Eng.  Elec.  System  36 

New  York  StoteE&G  36 


New  York  Times  36 
Newell  19 
Newmont  Mining  18 
Nkigara  Mohawk  Power  36 
Nike  33 
Nordstrom  29 
Norfolk  Soutf>em  27 
Northead  Utilities  36 
Northern  States  Power  36 
Northern  Trust  5 
Norwest  5 
Novell  22 
Nucor  31 
Nynex  32 

Occidental  Petroleum  20 
Ohio  Edison  36 
Oracle  Systems  33 
Oryx  Energy  20 
Pacific  Gas  &  Eleeiric  36 
Pacific  Telests  32 
Padficorp  36 
Poll  9 

Panhandle  Eastern  36 
Paramount  Communs.  17 
Penney  (J.C)  29 
Pennsylvania  P&l  36 
Pennzoil  20 
PepsiCo  6 
PET  13 
Pfizer  11 
Phelps  Dodge  18 
Philodelphio  Electric  36 
Philip  Morris  35 
Phillips  Petroleum  30 
Pioneer  Hi-Bred  Intl.  13 
Pitney  Bowes  22 
PNC  Bank  5 

Potomoc  Electric  Power  36 
PPG  Industries  7 
Proxair  8 

Premier  Industriol  30 
Primorico  21 
Procter  &  Gamble  25 
Progressive  31 
Promus  14 

Public  Service  Ents.  36 
Quaker  Oats  13 


Ralston  Purina  13 
Roychem  13 
Reader's  Digest  36 
Reebok  Intemotionol  33 
Republic  New  York  5 
Reynolds  Metals  18 
Rhone-Poulenc  Rorer  11 
RJRNobiscoHldgs,  35 
Rockwell  Intl.  9 
Rohm  &  Haas  8 
Rubbermaid  19 
Ryder  System  30 
Safeco  31 
Salomon  31 
Son  Diego  G&E  36 
Santo  Fe  Pocific  37 
Soro  Lee  13 
Scecorp  36 
Schering-Plough  11 
Schlumberger  33 
Scott  Poper  34 
Sears,  Roebuck  39 
Show  Industries  33 
Sherwin-Williams  7 
Sigmo-Aldrich  11 
Sonot  36 

Sonoco  Products  10 
Southern  36 

Southern  New  Eng  Tel.  33 
Southwestern  Bell  32 
St.  Paul  21 
Stanley  Worits  15 
State  Street  Boston  5 
Sun  Microsystems  22 
SunTrust  Bonb  5 
Syntex  11 
Sysco  13 
Tombronds  25 
Tondy  22 
Teco  Energy  36 
Temple-Inland  10 
Texaco  20 


Texas  Instruments  12 
Texas  Utilities  36 
Textron  9 
Time  Warner  26 
Times  Mirror  26 
Torchmark  21 
Toys  'R'  Us  29 
Tronsamerico  21 
Travelers  21 
Tribune  26 
TRW  9 

Tyco  Laboratories  15 
Tyson  Foods  13 
U.S.  Bancorp  5 
U.S.  Surgical  11 
UAL  3 

Union  Comp  24 
Union  C43rbide  8 
Union  Electric  36 
Union  Pacific  27 
Unisys  22 

United  Technologies  1 

Unocal  20 

Unum  21 

Upjohn  11 

US  West  32 

UST  35 

USX-Morothon  Group  20 
USX-U.S.  Steel  Group  31 
VF  33 
Wachovia  5 
Walgreen  29 
Warner-Lambert  11 
Woshington  Post  26 
Waste  Manogement  30 
Wells  Forgo  5 
Westinghouse  Electric  12 
Westvoco  24 
Weyerhaeuser  24 
Wheelobrotor  Tech.  36 
WhiHpool  3 
Willamette  Industries  24 
Williams  36 
Winn-Dixie  Stores  28 
Wisconsin  Energy  36 
Wrigley(Wm.)Jr  13 
Xerox  22 
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THE  BIG  BAD 
BIG  BOARD? 


Academic  critics  charge  that  the  NYSE  hoards  data  and  plays  dirty 


For   many   years,   the  New 
Stock  Exchange's  relations 
the  academic  world  ranged 
cool  to  chilly.  Scholarly  studies 


questioned  its  workings  would  unleash  a 
torrent  of  criticism — often  to  the  re- 
searchers' superiors.  The  Big  Board  was 
especially  sensitive  to  disparagement  of 
its  specialist-based  trading  systems, 
which  many  academics  regard  as  anach- 
ronistic. What's  more,  the  NYSE  rarely 
released  trading  data  to  friend  or  foe. 
"The  strategy  used  to  be:  'We  have  the 
exchange's  interests  at  heart,  and  we're 
not  going  to  tell  you  anything,'  "  recalls 
Hans  Stoll,  a  professor  at  Vanderbilt 
University  and  a  leading 
stock  market  researcher. 

Well,  NYSE  officials  in- 
sist that  the  bad  old  days 
are  over.  They  are  putting 
behind  them  their  private- 
club  aura  and  portraying 
themselves  as  a  quasi- 
public  institution.  Univer- 
sity researchers  agree 
that  the  Big  Board  has 
built  bridges  to  academe 
and  improved  access  to 
trading  data.  But  it  seems 


York  the  NYSE-academe  rift  has  not  been  to- 
with  tally  healed.  The  NYSE's  alleged  attempt 
from  to  suppress  an  academic  paper  and  its 
that  termination  of  a  data-sharing  agreement 
with  a  leading  research  institute  have 
revived  a  thorny  question:  Does  the  Big 
Board  deal  fairly  with  its  critics  in  aca- 
deme? The  answer  is  apparently  "not 
always,"  judging  from  two  recent  con- 
frontations: 

■  The  Law-Journal  Flap.   T/w  Journal  of 

Corporation  Law  is  an  obscure  publica- 
tion, edited  by  third-year  law  students  at 
the  University  of  Iowa.  The  winter,  1992, 
issue  features  an  87-page  article  entitled 
The  A^civ  York  Stock  Exchange  and  Its 


<^...the  Exchange  further  notifies  you  that  it  hereby  termi- 
nates the  agreement  between  the  Exchange  and  the  histi- 
tute  for  the  Study  of  Security  Markets  (the  'histitute') 
whereby  the  Exchange  provides  the  Institute  with  historical 
NYSE  market  data  reports  so  that  the  Institute  can  incorpo- 
rate those  reports  into  computer  tapes  and  other  products 
that  the  Institute  distributes  to  the  academic  community  and 
others.?? 

— Letter  from  the  New  }'ork  Slock  Exchange  to  Professor  Robert  A.  Wood,  execu- 
tive director  of  the  Institute  for  the  Study  of  Security  Markets,  Dec.  23,  1992 


Out  Moded  Specialist  System:  Can 
Exchange  hinovate  to  Survive?  ''. 
lead  author.  Dale  A.  Oesterle,  a  proi 
sor  at  the  University  of  Colorado  Sch 
of  Law,  sharply  questions  the  perl 
mance  of  the  Big  Board's  specialist 
traders'  on  the  exchange  floor  who  m; 
a  market  in  the  stocks  assigned  to  the 
Oesterle  argues  that  the  specialist  s 
tem  encourages  market  volatility,  \ 
forms  poorly  in  times  of  stress,  anc 
impossible  to  regulate  because  thei 
"no  effective  standard  for  evaluat 
specialists'  market-making  behavior." 

Not  surprisingly,  NYSE  officials  ha 
the  article.  They  promptly  preparec 
rebuttal  that  is  scheduled  to  appear 
the  spring  issue.  But  the  NYSE  did  m 
than  criticize,  according  to  Oesterle  j 
the  Journal' student  editor,  G 
Pelzer.  Oesterle  and  Pelzer  maint 
that  the  Big  Board's  chief  econom 
James  L.  Cochrane,  telephoned  Pel 
before  the  article  came  out  and  thr( 
ened  to  sue.  Asserts  Oesterle:  "The 
folks  [at  the  NYSE]  went  nuts.  They  tr 
to  block  publication  of  the  piece." 

Cochrane  vociferously  denies  that 
made  threats  of  any  kind  or  made  i 
effort  to  prevent  the  a 
cle  from  being  publish 
"Part  of  my  frustrat 
with   this  University 
Iowa  thing,"  he  says, 
that  we  really  bend  o 
backwards  to  respect  a 
demic  freedom."  Cochn 
maintains,  for  instan 
that  the  NYSE  is  open 
inquiries  from  any 
searcher  and  that  it  s 
plies  trading  data  to 
comers — even  those 
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ed  by  the  exchanjje's  competitors, 
ever,  the  NYSl';  recently  broke  off 
ions  with  an  academic  research  in- 
te  over  th;it  very  issue — data. 
e  ISSM  Imbroglio.  In  December,  th(> 
:  terminated  its  data-shariMj>-  aj^ree- 
,  with  the  Institute  for  the  Study  of 
rity  Markets  (iSSM),  which  j^'athers 
;-trading  data  for  university  ro- 
bbers. The  I.SSM  had  been  collectinji,- 
;  trades  from  the  Securities  Industry 
imation  Corp.  (SIAC),  which  is  two- 
,s  owned  by  the  NYSE.  The  cost  (>( 
iding  the  data,  according  to  James 
hapiro,  the  exchange's  managing  di- 
)r  of  economic  research,  had  become 
ibitive— some  $200,000  a  year.  Sha- 
further  maintains  that  academic  re- 
chers  had  been  complaining  about 
ISSM's  compression  of  the  datii.  So 
Big  Board  decided  that  it  should  col- 
and  distribute  the  trading  data  it- 

I  It  will  start  doing  so  soon,  via  com- 
.  disks.  The  ISSM  can   get  the 

I  -mation  through  those  disks,  but  it 
t  redistribute  the  data  as  it  used  to, 
magnetic  tape. 

t  first  blush,  the  dispute  seems  eso- 
:.  However,  the  ISSM's  executive  di- 
;)r,  Robert  A.  V/ood,  a  professor  at 
iphis  State  University,  contends  that 
n  many  stocks  are  involved,  it's  far 
e  difficult  for  researchers  to  get 
,  from  compact  disks  than  taiie.  Now 
ISSM  must  get  the  information  from 
ivate  source,  and  the  data  won't  nec- 
:rily  be  as  precise  as  si.xc's. 
hen  there's  the  question  of  motive. 
>'  cut  off  the  ISSM  now?  Wood  notes 
,  the  NYSE's  action  took  place  last 
ember — only  a  month  after  Wood 
a  colleague  issued  a  paper  critical  of 
;ialist  price  quotation  practices.  The 
er  was  filed  with  the  Securities  i^' 
hange  Commission  as  part  of  its 
■ket  2000  study  of  the  securities  mar- 
;.  "You  cannot  put  it  down  to  roinci- 
ce,"  asserts  Junius  W.  Peake,  a  pro- 
;or  of  finance  at  the  University  ot 
•thern  Colorado  and  a  frecjueiit  ex- 
nge  critic.  "Historical  data  from  the 
5.  markets  ought  to  be  made  avail- 
i  to  researchers,  and  anything  that 
3rs  that  is  contrary  to  the  Securities 
Exchange  Act." 

hapiro  denies  any  connection  l)e- 
•en  the  Wood  paper  and  the  termina- 
1  of  the  ISSM's  relations  with  the 
5E.  He  maintains  that  the  NYSE's  dis- 
isfaction  with  the  ISSM's  use  of  its 
a  was  long-standing.  Wood  also  notes 
t  since  the  NYSE  is  getting  into  the 
a-distribution  business,  the  ISSM  is  be- 
ning,  in  effect,  a  competitor, 
f  the  NYSE  were  truly  a  public  institu- 
1,  however,  it  would  provide  access 
information  to  all  comers  for  any 
'pose.  A  thicker  skin  wouldn't  hurt, 
ler. 

By  Gary  Weiss  in  Ncic  York 


CORPORATE  FINANCE  I 


TROUBLED  OUTFITS  THAT  TURN 
INTO  TWO-TIME  LOSERS 


Lessons  from  companies  that  restructure  but  fail  to  trim  enough  debt 


Call  them  double-dippers— troubled 
companies  that  undergo  a  restruc- 
turing, then  find  that  the  cure 
doesn't  take.  Back  they  go  for  another 
overhaul,  often  in  bankruptcy  court. 

Double-dipping  is  a  Nineties  phenome- 
non, an  object  lesson  for  the  hordes  of 
investment  bankers  and  investors  who 
are  currently  trying  to  cash  in  by  taking 
positions  in  companies  laid  low  with 
heavy  debt  loads  and  other  infirmities. 
Although  the  recession  is  technically 
over,  business  collapses  are  still  uncom- 
fortably frequent.  According  to  Dun  & 
Bradstreet  Corp.,  there  were  24,539  busi- 
ness failures  in  1998's  first  quarter,  a 
much  higher  number  than  is  normal  for 
the  second  year  of  recovery.  Turnaround 
exjjert  E.  Theodoi-e  Stolberg,  co-head  of 


and  insurers,  are  particularly  leery  of  a 
trip  to  the  barber's  chair  because  it  di- 
minishes their  capital.  And  that  freaks 
out  regulators. 

A  classic  case  of  lender  overreaching 
is  Memorex  Telex,  the  Irving  (Tex.)  mak- 
er of  computer  peripherals — terminals, 
printers,  and  storage  devices.  Its  1992 
bankruptcy  sliced  the  $1.3  billion  debt  by 
36'a.  Yet  the  company  is  still  in  a  jam: 
Although  it  came  out  of  bankruptcy  in 
February,  1992,  it  continues  to  lose  mon- 
ey— $53  million  in  1992's  final  quarter 
vs.  $55.6  million  for  the  prior  year's  last 
quarter.  The  company  attributes  the 
poor  showing  to  an  ongoing  decline  in 
the  computer  business.  Otherwise,  Me- 
morex won't  comment  other  than  to  say 
it  is  performing  a  review  of  its  business 


THE  RECESSION  DASHED  HOPES  THAT  SEAMAN'S  DEBT  COULD  BE  HANDLED  COMFORTABLY 


Stolberg  Partners  investment  boutique, 
[jrovides  the  right  maxim  for  anyone 
seeking  to  avoid  the  pain  of  a  double  dip: 
"When  you  redo  a  company's  finances, 
make  your  first  shot  your  best  shot." 
TOUGH  TERMS.  The  main  cause  of  double- 
dipjjing  is  stul)born  creditors.  In  a  re- 
structuring, whether  arranged  out  of 
court  or  in  bankruptcy  proceedings, 
lenders  usually  agree  to  reduce  the  face 
amount  of  their  debt  and  its  interest 
rate.  In  Wall  Street  patois,  that's  known 
as  a  "haircut."  Sometimes,  lenders  also 
exchange  debt  for  company  equity  in 
hopes  of  a  resurgence.  Obviously,  lend- 
ers want  the  smallest  trim  they  can  get 
away  with.  One  set  of  lenders,  banks 


strategy.  But  some  analysts  say  it  is 
headed  for  another  restructuring. 

Plainly,  the  Memorex  haircut  last  year 
didn't  go  far  enough.  "Lenders,"  says 
Max  Holmes,  chief  bankruptcy  analyst 
for  Salomon  Brothers  Inc.,  "left  too 
nmch  debt  on  the  table."  Particularly 
the  bank  syndicate  holding  $250  million 
of  the  debt,  which  barely  took  a  trim 
around  the  collar. 

Some  creditors  were  reasonable.  Se- 
nior bondholders,  who  are  lower-ranked 
in  the  Chapter  11  pecking  order  than  the 
banks,  cut  their  principal  by  one-tenth, 
reduced  interest  rates  from  13.257'  to 
10%',  and  accepted  common  stock.  Hold- 
ers of  junior  bonds  canceled  their  $256 
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million  in  debt  entirely  in  return 
for  62.5' '  of  stock. 

The  banks,  however,  insisted 
that  their  principal  stay  intact,  a 
source  close  to  the  situation  says. 
What's  more,  they  wouldn't  ^ive 
the  company  a  break  on  the  $15 
million  in  unpaid  interest  it  had 
accumulated,  whicii  was  added 
onto  the  $250  million  i)rincipal. 
They  did  consent  to  dro])  loan 
rates,  previously  three  ])oints 
above  the  London  interbank  of- 
fei'ed  I'ate.  to  one  point  above  1,1- 
noK.  That  new  floating-  rate, 
which  works  out  to  about  4.25'> 
currently,  sounds  <j;enerous.  The 
prime  rate,  which  l)anks  charge 
their  most  creditworthy  custom- 
ers, is  ()' ' .  And  unofficially,  the 
creditor  banks  say  they  ha\e 
shown  support  foi-  Memorex  l)y 
extendin.^-  it  a  new  $(17.5  million 
loan — at  a  time  when  other  bank- 
ers are  leery  of  the  com])any.  Nev- 
ertheless, the  nt'W  loan  cari'ies  the 
old,  more  onerous  terms:  l.ir.oi; 
plus  three  points,  or  (i.25''  .  which 
isn't  makint;'  Memorex'  lil'r  any 
easier.  Morii'an  Guaranty  Trust 
Co.,  the  bank  syndicate's  lead 
lender,  wouldn't  comment. 
ROSY  FORECASTS.  There  are  other 
double-dippinj^'  cautionary  tales. 
Sometimes  cretlitors  .u'et  .sci  eau.uht 
up  in  the  Chapter  11  lu,u-of-war 
ovei-  who  ^ets  what  that  they  lose 
si<i1it  of  the  proper  way  to  resusci- 
tate the  business.  Duuble-dipper 
Amdura  Corp.  shows  how  thai  can 
hajjpen.  F'ormerly  known  as 
American  Hoist  &  Derrick  Co.,  the 
machinery  manufacturer  filod  for 
bankruptcy  in  li)!)((,  then  ,i;oi 
caug'ht  in  a  vicious  war  between 
bank  lenders  and  trade  creditors, 
who  were  owed  foi-  the  ,ij,oods  they 
had  shipi)ed  to  Anidin-a. 

While  everyone  was  jii'eoccupied  in 
court,  its  healthy  subsidiary,  i;arba^e- 
handlinji'  equipment  maker  Harris 
Groujj,  suffered  from  ne,i;lect.  .\  figure 
close  to  the  company  says  no  one  could 
agree  on  how  to  put  together  so-called 
debtor-in-possession  financing.  Harris 
needed  that  aid  to  post  the  performance 
guarantees  it  required  to  attract  con- 
tracts from  local  governments.  Getting 
DIP  financing  is  an  almost  routine  step  in 
bankruptcy  because  it  allows  company 
business  to  keep  going.  Lenders  are  nor- 
mally glad  to  grant  it;  they  are  virtually 
assured  of  being  repaid  in  full,  ahead  of 
other  creditors.  But  Amdura's  trade 
creditors  insisted  on  so  many  conditions 
on  the  DIP  money  that  the  issue  died. 

The  upshot  of  this,  as  well  as  other 
woes:  Even  though  creditors  took  a  hair- 


ONCE  WAS  NOT  ENOUGH 


FIX  NO.  1 


FIX  NO.  2 


AMDURA^ 


Maker  of  heavy-lifting 
gear  emerges  from 
messy  15-month  Chapter 
11  in  1991,  forging  truce 
between  creditors.  Slims 
debt  load  by  almost 
75%,  to  $50  million. 


But  remaining  debt  and 
business  woes  from 
bankruptcy  stay  prove 
too  much,  tenders  cut 
debt  again  in  December, 
1992,  to  $25  million, 
hoping  this  will  work. 


MEMOREX  TELEX 


Computer  peripherals 
outfit,  product  of  two 
1980s  LBOs,  sheds  36% 
of  its  towering  $1.3  bil- 
lion debt  burden  in  1992 
bankruptcy. 


Ailing  hospital  chain, 
then  called  Republic 
Health,  whittles  $645 
million  debt  almost  in 
half  during  1990  bank- 
ruptcy sojourn. 


Apparel  producer, 
known  for  Perry  Ellis 
brand,  comes  out  of 
Chapter  1  1  in  1987  with 
debt  almost  halved,  to 
$48  million. 


With  computer  business 
lagging,  company  soys  it 
is  having  trouble  han- 
dling $827  million  debt. 
Analysts  call  another  re- 
vamp likely. 


With  company  still  los- 
ing money,  a  1991  out- 
of-court  restructuring 
pares  debt  again,  to 
$244  million.  Chain  is 
now  back  in  the  block. 


After  pumping  up  debt 
to  $270  million  so  it  can 
make  acquisitions,  com- 
pany falls  into  bankrupt- 
cy again  in  1990.  Hopes 
to  emerge  this  spring. 


SEAMAN  FURNITURE 


Northeast's  slowdown 
hurts  retailer's  ability  to 
service  $351  million 
debt,  so  it  pores  that  by 
1  5 %  in  out-of-court  re- 
structuring deal. 


Still  can't  service  debt. 
Falls  into  1 0-month 
Chapter  1  1  in  1992. 
Debt  is  sliced  to  $5.5 
million.  Turns  small  profit 
in  last  quarter  of  1992. 


DATA  COMPANV  REPORTS  BUSINESS  WEEK 


cut  of  almost  75'',  the  company  that 
emerged  from  court  in  late  1991  couldn't 
handle  the  pared  debt.  Tulsa-based  Am- 
dura lost  $l<s  milhon  in  1992.  Finally,  in 
December,  lenders  halved  the  remaining 
$50  million  debt.  Amdura  CKo  William  F. 
Andrews  insists  the  comjiany  will  turn  a 
profit  this  year.  Continental  Bank,  a  key 
lender  throughout  the  Amdura  saga, 
would  not  discuss  the  banks'  role. 

Often  lenders  eschew  a  proper  haircut 
because  they  get  carried  away  with  com- 
panies' predictions  of  rosy  futures  in 
which  growing  revenues  easily  handle 
debt  service.  And  in  fairness,  manage- 
ment wants  to  believe.  But  often,  un- 
pleasant realities  intrude. 

A  prime  example  is  Seaman  Furniture 
Co.,  in  Woodbury,  N.  Y.,  a  stalwart  re- 
tailer that  prospered  during  the  1980s 


serving  the  Northeast's  subui 
When  Kohlberg  Kravis  Robert 
Co.  bought  80'/'  of  Seaman's 
1988,  Seaman's  10-year  record 
annual  double-digit  sales  gro^ 
appeared  sure  to  continue — ; 
with  it,  easy  handling  of  the 
debt  KKR  had  piled  on  the  chi 
Not  quite.  The  sales  chill  of 
oncoming  recession  compel 
KKt;  in  1989  to  surrender  half 
e(iuity  to  lenders,  in  return 
shrinking  the  debt  load  by  15"/ 
TRIPLE  TRY.  Convinced  the  com 
ny  was  secure  and  the  busin 
downturn  a  temporary  aberrat: 
Seaman's  executives  even  m 
plans  to  add  22  stores  to  their 
isting  o()  outlets.  They  never  gx 
chance  to  expand — or  even  ca 
their  breath.  The  recession  hit 
force,  and  a  $299  million  d 
proved  too  much  to  service.  S 
man's  staggered  into  bankrup 
in  early  1992.  By  the  time 
emerged  from  court  last  fall,  V 
had  handed  over  almost  all  its 
maining  stock  to  lenders,  in 
change  ftir  a  debt  shrinkage  t 
mere  $5.5  million.  "KKi;  are  sm 
guys,  but  the  1989  restructur 
was  a  poor  Band- A  id,"  says  Jar 
B.  Rubin,  a  partner  in  the  S 
L,amle  Rubin  buyout  firm  t 
now  controls  28'  '  of  Seaman's 
KKi;  spokeswoman  will  only 
that  the  recession  "was  a  lot  m 
severe  than  anyone  thought 
W(mkl  be]." 

Bankrupt  aiiiines  also  seem 
Iremely  prone  to  palmy  foreca; 
('ontinental  Airlines  Inc.,  after 
ing  through  a  bankru|)tcy  in 
recession  of  the  early  1980s,  1 
leveraged  up  during  the  late  19 
to  take  advantage  of  the  booiri 
air-tra\('l  l.iusiness.  Then  ca 
Iraq's  1990  invasion  of  Kuw 
That  sent  jet- fuel  prices  soaring  ; 
Continental  back  into  bankruptcy.  ^ 
carrier  plans  to  emerge  from  court  1 
spring  and  says  it  sees  an  improv 
business  climate,  despite  the  threat 
more  fare  wars.  It  ho|.ies  to  avoid  the 
of  one  airline  triple-dipper:  Braniff  1 
filed  for  bankruptcy  in  1982  and  H 
and  finally  fell  apart  in  its  third  incar 
tion  last  July,  when  it  closed  operatic 
Certainly,  20-20  hindsight  is  a  wonc 
ful  thing.  A  dose  of  healthy  pessimi 
and  less  creditor  stubbornness,  thou 
can  avert  many  double  dips.  "Some  « 
ganization  plans  are  plainly  not  fe 
ble,"  says  turnaround  artist  Jay  A 
head  of  Jay  Alix  &  Associates.  Tak 
the  pain  up  front  makes  more  se 
than  hoping  for  the  best. 

Bi/  Larry  Light  in  New  Y 
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I  CHINA  IN  FLORIDA:  CHINESE  ARE  PUTTING  $100  MILLION  INTO  THIS  76-ACRE  THEME  PARK 


HE  CHINESE  ARE  COMING, 
HE  CHINESE  ARE  COMING 


ey're  finding  a  cash  haven  in  U.S.  hotels,  condos,  and  malls 


«ear  Orlando,  just  two  miles  from 
Disney  World,  the  Magic  King- 
dom is  about  to  meet  the  Middle 
gdom.  Construction  crews  are  build- 
"Florida  Splendid  China,"  a  76-acre 
me  park  complete  with  such  attrac- 
ts as  a  miniaturized  Confucian  Tem- 
and  Forbidden  City — and  a  three- 
irter-mile  version  of  the  Great  Wall. 
!  $100  million  facility,  due  to  open  in 
iember,  is  being  funded  by  investors 
m  Taiwan  and  China.  Nearby,  the 
wanese  are  also  putting  up  single- 
lily  homes  and  stores.  The  project 
.  whetted  the  appetite  of  P'lorida's 
1  estate  community.  "The  Chinese  are 
ng  to  surprise  everyone  with  how 
ch  dough  they're  going  to  invest," 
's  Lewis  M.  Goodkin,  a  real  estate 
isultant  outside  Fort  Lauderdale. 
\.cross  the  country,  similar  hopes  are 
•outing  among  brokers  eager  to  cut 
ds  with  the  Chinese,  the  world's 
A^est  monied  class.  Whether  from 
ng  Kong,  Taiwan,  Southeast  Asia,  or 
;n  mainland  China  itself,  Chinese  are 
•ning  up  everywhere  in  the  U.  S.  prop- 
y  market.  Besides  starting  new  ven- 
•es  such  as  Splendid  China,  they're 
ipping  up  existing  properties.  On  Apr. 
Harbour  Centre  Development  Ltd.  of 
•ng  Kong  announced  it  would  buy  a 
story  hotel  and  office  building  in  Chi- 
?o  for  $.53.8  million. 


With  China's  economy  booming,  even 
Beijing's  state-owned  companies  are 
moving  profits  into  U.  S.  investments. 
Shi  Xiniin,  an  attorney  with  the  New 
York  law  firm  Whitman  &  Ransom  who 
represents  a  large  number  of  companies 
from  China,  says  mainland  Chinese 
alone  have  invested  about  $1  billion  in 
U.  S.  real  estate  in  the  past  several 
years.  "Chinese  investors  are  the  major 
international  force  in  the  U.  S.  real  es- 
tate market  today,"  says  Richard  Man- 
del,  director  of  Asian  investments  for 


THE  CHINESE  BUYERS 
OF  U.S.  REAL  ESTATE 


WHO 


Publicity-shy.  family  oper- 
ations from  China,  Hong  Kong,  Tai- 
wan, and  Southeast  Asia 


TERMS 


Often  avoid  mortgage 
loans  by  paying  cash  up  front 


PRICE 


Most  deals  range  from  $5 
million  to  $55  million 


TARGET 


Prefer  condominiums, 
shopping  centers,  and  office  build- 
ings in  California,  Florida,  the 
Northeast,  and  Texas 

DATA:  BUSINESS  WEEK 


.Jones  Lang  Wootton  LISA  in  New  York. 

The  Chinese  investors  are  a  different 
breed  from  the  Japanese  who  rUshed 
into  the  U.  S.  in  the  late  1980s— and 
i|uite  different  among  themselves,  too. 
Buyers  from  the  mainland  are  often 
state-owned  companies,  while  those  from 
elsewhere  in  the  region  tend  to  be  mem- 
bers of  wealthy  families.  Most  of  the 
Chinese,  however,  are  cautious  buyers 
who  avoid  the  overpriced  trophy  proper- 
ties once  favored  by  the  Japanese.  The 
Chinese  are  interested  in  paying  from  $5 
million  to  $5.5  million  for  income-generat- 
ing commercial  buildings  or  hotels.  Since 
the  Chinese  are  often  cash-rich,  "they 
are  less  dependent  on  mortgage  loans," 
says  John  F.  Tsui,  president  of  the  Asian 
Real  Estate  Assn.  in  New  York. 

And  they  shun  publicity,  which  makes 
it  hard  to  determine  how  much  they're 
buying.  Wealthy  Asians  often  use  U.  S. 
companies  as  fronts.  Since  1989,  Octa- 
gon Group,  a  real  estate  investment 
company  in  Pasadena,  Calif.,  has  helped 
Asians  invest  $250  million  in  California 
and  Texas  properties,  says  Octagon 
Vice-F^resident  Jerome  C.  Nathan. 
MONEY  HAVEN.  Mainland  Chinese  are 
newcomers  to  the  U.  S.  market,  but  they 
are  behind  some  of  the  biggest  deals. 
Having  made  quick  millions  in  China, 
they  are  now  diversifying  into  the  U.  S. 
One  of  the  partners  in  Florida  Splendid 
China  is  the  state-run  China  Travel  Ser- 
vice Ltd.  Managers  of  state-run  compa- 
nies in  northeastern  China  are  secretly 
investing  huge  sums  to  buy  U.  S.  hotels 
and  real  estate.  To  keep  Beijing  officials 
in  the  dark,  mainland  Chinese  routinely 
use  Hong  Kong  front  companies. 

For  Chinese  fearful  of  political  insta- 
bility, the  U.  S.  represents  a  haven  for 
their  money.  "As  the  argument  heats  up 
between  the  British  and  Chinese  over 
the  future  of  Hong  Kong,  international 
business  picks  up,"  says  Rick  Williams, 
joint  managing  director  of  Colliers  Jar- 
dine  (HK)  Ltd.  But  unlike  the  wave  of 
capital  flight  from  Hong  Kong  in  the 
late  1980s,  most  investors  are  not  inter- 
ested in  fleeing  China.  Indeed,  the  main- 
land is  U.  S.  real  estate  brokers'  biggest 
competitor  for  Asian  money.  In  1992,  bil- 
lions of  dollars  flowed  there  from  Hong 
Kong  and  Taiwan  in  a  rush  to  develop 
and  market  properties. 

Given  all  the  competition,  the  Ameri- 
cans are  not  waiting  for  the  Asians  to 
come  to  them.  Boston-based  First  Win- 
throp  Corp.,  a  large  real  estate  invest- 
ment and  management  firm,  recently  set 
up  shop  in  Hong  Kong.  "They're  buying, 
and  they'll  continue  to  buy,"  says  Peter 
A.  Finnegan,  director  of  Winthrop  Asia. 
Like  others  before  them,  the  Chinese  are 
sold  on  owning  a  piece  of  America. 

By  Joyce  Barnathan  in  Hong  Kong  and 
Bruce  Einhorn  in  New  York,  with  Gail 
DeGeorge  in  Miami  and  bureau  reports 
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INSURANCEI 


LLOYD'S 
UNEASY  RIPER 

With  losses  mounting,  its  new- 
CEO  is  taking  dramatic  action 

Just  two  days  before  Peter  Middleton 
stepped  into  the  chief  executive's  of- 
fice at  Lloyd's  of  London,  Hurricant 
Andrew  heaped  enormous  damage  on 
the  southeastern  U.  S. — and  on  the  star- 
crossed  insurance  exchange.  It  was  a 
fitting  initiation  for  the  motorcycle-rid- 
ing ]\Iiddleton,  who  has  had  to  deal  with 
a  plethora  of  crises  during  his  seven 
months  in  office.  They  include  a  flood  of 
claims  from  storms,  earthquakes,  and  oil 
spills,  which  have  precipitated  lawsuits 
by  distressed  Lloyd's  investors  and 
prompted  thousands  of  others  to  flee  the 
exchange.  Middleton's  charge:  Restore 
Lloyd's  tarnished  reputation — or  face 
presiding  over  the  305-year-old  institu- 
tion's ignominious  decline. 

At  first  glance,  the  53-year-old  ^liddle- 
ton,  an  insurance  novice,  seems  an  odd 
choice  for  the  job.  His  career  has  zig- 
zagged from  the  Society  of  Saint  Mary 
monastery  in  Devon  to  the  British  for- 
eign service.  Before  joining  Lloyd's, 
though,  Middleton  did  engineer  a  turn- 
around at  the  troubled  Thomas  Cook 
Group  Ltd.  travel  agency,  cutting  costs 
and  refocusing  the  business  before  sell- 
ing it  last  year.  Whether  he  can  master- 
mind a  rescue  at  Lloyd's  may  become 
apparent  in  late  April,  when  he  unveils  a 
pivotal  business  plan.  "I  see  it  as  make 
or  break  for  Lloyd's,"  he  says. 
CLEAR  MESSAGE.  Burdened  with  a  legacy 
of  underwriting  losses  and  expenses 
gone  haywire  in  the  1980s,  Middleton 
needs  to  assure  customers  and  potential 
investors  that  Lloyd's  management  is 
back  on  an  even  keel.  His  plan  will  pro- 
pose a  rigorous  peer-review  system  to 
monitor  underwriting.  And  it 
will  address  such  thorny  is- 
sues as  the  exchange's  huge 
exposure  to  decades-old  pollu- 
tion and  asbestos  claims. 

To  a  large  extent.  Lloyd's 
underwriting  losses,  the  core 
of  its  problems,  mirror  those 
of  the  rest  of  the  insurance 
industry,  Lloyd's  lost  §775 
million  in  1988,  S3.2  billion  in 
1989,  and  will  likely  report  an 
estimated  S3.7  billion  loss  for 
1990  when  results  come  out 
in  June.  Losses  aren't  known 
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for  later  years,  as  Lloyd's  books  are 
open  for  claims  for  three  years.  The 
losses  have  caused  an  exodus  of  Lloyd's 
"names,"  individuals  who  put  up  the 
capital  to  underwrite  insurance  risk. 
Their  departure  drains  the  market  of 
capital,  making  coverage  hard  to  get. 

But  many  of  Lloyd's  wounds  are  self- 
inflicted.  A  mad  dash  for  growth  in  the 
late  1980s  brought  capital  and  names 
flooding  in  but  sent  underwriters  chas- 
ing doggy  risks.  When  the  claims  came 
home,  many  market  hands  say  that  the 
absence  of  management  and  underwrit- 
ing controls  left  Lloyd's  stuck  with  inor- 
dinate damage. 

The  tough,  plain-speaking  Middleton  is 
clear  about  what's  at  stake:  "If  we  can't 
demonstrate  the  place  is  under  control, 
we  will  become  more  and  more  marginal 
[in  the  industry],  and  Lloyd's  could  dwin- 
dle into  insignificance,"  Within  the 
Lloyd's  central  organization,  he's  send- 
ing a  clear  message,  slashing  staff  by 
27''  and  paring  1993's  budget  by  24^!. 

Middleton's  business  plan  is  also  no- 
nonsense.  It  will  establish  a  tough  peer- 
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review  committee  to  monitor  those  v 
introduce  names  to  Lloyd's,  syndic 
managers,  and  those  who  underwrite 
them — and  will  force  out  those  not  m( 
ing  standards.  For  the  first  time,  Lloj 
will  allow  corporate  capital  to  be  inv( 
ed,  and  a  number  of  banks,  insura: 
companies,  and  brokers  are  intereste 
NAME  GAME.  The  plan  also  addresses  « 
of  Lloyd's  grave  problems:  the  "o] 
years"  of  environmental  risks  that 
back  decades  but  remain  unquantifi 
Most  Lloyd's  names  now  have  so 
open-ended  risks — a  major  deterrent 
new  investors.  The  likely  solution  will 
to  segregate  such  risks  into  a  new  c( 
pany,  financed  either  through  a  pul 
bond  issue  or  out  of  excess  reserves 
But  escalating  legal  battles  may  hj 
per  the  plan.  Lloyd's  needs  to  collec 
substantial  sum,  perhaps  billions,  fr 
its  names  for  the  recent  wave  of  claii 
But  some  names  say  they  shouldn't 
held  liable  for  Lloyd's  poor  underw 
ing.  They  want  a  settlement  and  are 
ing  the  agents  who  oversaw  their  inv( 
ments.  Middleton  hints  that  his  p 
doesn't  include  a  settlemi 
but  says  he's  willing  to  wi 
with  the  various  parties. 

Prolonged  legal  jousting 
exactly  what  Lloyd's  does 
need.  If  Middleton  can't 
furbish  Lloyd's  reputati' 
the  business  exodus  will 
celerate — at  a  time  when 
shortage  of  underwriting 
pacity  could  help  Lloyc 
That  could  make  Middlei 
long  for  the  monasteiy. 

Bi/  Richard  A.  Melcher 
London 
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Twentietk  Century  tax-exempt  funds 
save  you  more  tkan  taxes. 


You  can  now  lower  your  federal  income 
taxes  and  take  advantage  of  the  lowest  fees 
Twentieth  Century  has  ever  offered.  For  1993, 
the  fund  manager  waived  the  entire  manage- 
ment fee  on  the  new  Tax-Exempt  Short  Term 
mutual  fund.  So  you  pay  nothing  —  no  load,  no 
management  fee  —  while  you  earn  competitive 
yields  in  a  fund  that  invests  in  shorter-tenn, 
tax-exempt  securities. 

The  manager  also  lowered  the  fees  on 
Twentieth  Century's  Tax-Exempt  Long  Term 
and  Tax-Exempt  Intermediate  Term  funds  to 
just  .60%.*  The  only  thing  that  hasn't  been  lowered 
is  our  commitment  to  high-quality  investments. 

For  more  complete  information  about 
Twentieth  Century,  including  charges,  expenses 
and  minimums,  call  or  write  for  a  free  copy  of 


Your  Guide  to  Earning  Tax-Exempt  Income 

and  a  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 

1-800-345-2021  Ask  for  extension  5353 


Y  E  S,  I  want  Your  Guide  to  Earning  Tax-Exempt 
Income  and  a  prospectus! 

Name  


Address . 


City 


State  _ 


ZIP 


Mail  to:  Twentieth  Century 
P.O.  Box  419200 
Kansas  City,  MO  64141-6200 

■  Through  July  31,1 993,  and  thereafter,  it  approved  by  shareholders.  Call 
lor  information,  or  see  page  34  of  the  prospectus  Investment  Income 
may  be  subject  to  state  and  local  taxes  and  the  federal  alternative  mini- 
mum tax.  Capital  gains,  if  any,  are  not  exempt  from  federal  income  tax. 


©1993  Twentieth  C<-nlury  Sen 


Introducing  Tax-Exempt  Short  term,  with  no  management  fee  until  1994, 


Safety  earned  52$  a  share,  down  IS 
from  a  year  ago.  In  addition,  reveni'i 
increased  by  just  4%,  vs.  an  avenj 
16%  over  the  past  five  years. 

The  main  concern  is  "the  loss  of  i 
mentum   of  revenue  growth," 
Schaus.  Another  worry  is  the  dimmi 
future  demand  for  FlightSafety's  s 
vices.  With  the  airline  industry  be 
by  excess  capacity,  carriers  will  n( 
to  train  fewer  pilots.  And  with  gove 
ment  contracts  making  up  21%  of  re 
nues,  defense  cuts  that  Clinton  p 
poses  bode  ill  for  revenues.  So,  desp 
the  stock's  year-long  decline,  some 
vestors  still  think  FlightSaftey  is  pT 
ey,  with  a  price-earnings  ratio  of 
and  they  see  the   stock  falling 
around  29. 


BY  GENE  G.  MARCIAL 


STAND  BY  YOUR 
BIOTECH:  AMGEN'S 
lOYAL  LEGIONS 


In  this  particularly  edgy  market,  no 
stock  appears  to  be  quite  secure.  If 
the  Street  is  given  some  reason — 
almost  any  reason — to  dump  a  stock,  it 
hits  the  eject  button  pronto.  That's 
what  sent  Amgen,  the  once  high-flying 
premier  biotech,  crashing  10  points,  or 
20%,  to  37  a  share  on  Feb.  25. 

The  company  had  warned  on  Feb.  24 
that  while  March  quarter  earnings 
would  be  20%  to  25');  higher  than  a 
year  ago,  they  would  be  10%  to  15%' 
below  forecasts  of  60$  a  share.  Why? 
Sales  of  its  key  product,  Neupogen, 
had  slowed.  Amgen  has  yet  to  recover 
and  is  still  at  37.  But  some  investors 
argue  that  Amgen  has  taken  enough 
of  a  beating,  so  they  have  started  buy- 
ing in.  Some  analysts  concur. 

"The  Street  definitely  overreacted  to 
the  news  about  Neupogen,"  says  Dr. 
John  Borzilleri,  a  biotech  analyst  at 
Bernstein  Research.  In  fact,  he  says, 
Amgen  will  outperform  the  market 
precisely  because  Neupogen,  an  agent 
used  to  fight  infection  in  cancer  pa- 
tients undergoing  chemotherapy,  still 
has  good  prospects,  despite  the  recent 
sales  slowdown.  The  product,  which 
had  sales  of  $544  million  in  1992,  ac- 
counts for  407'  of  Amgen's  revenues. 
GOOD  TRACK  RECORD.  Evan  Sturza,  edi- 
tor and  publisher  of  Sturza's  Medical 
Investment  Letter,  doesn't  see  much 
risk  in  getting  into  Amgen  at  its  cur- 
rent price.  He  thinks  the  stock  is  worth 
at  least  50  a  share.  "Amgen  is  a  high- 
quality  company  that  has  the  best 
track  record  among  the  biotechs,  hav- 
ing produced  two  very  successful  prod- 
ucts— Epogen  and  Neupogen." 

"Our  research  indicates  that  much  of 
the  first-quarter  slowdown  in  Neupo- 
gen sales  is  due  to  inventory  shifts 
because  of  heavy  buying  by  wholesal- 
ers and  major  buyers  in  late  1992," 
says  Borzilleri.  End-user  demand,  he 
adds,  "remains  strong."  Wholesalers 
indicate  that  Neupogen  sales  to  hospi- 
tals and  physicians  "continue  to  grow 
strongly,  a  finding  corroborated  by  on- 
cologists," Borzilleri  says.  So  he  ex- 
pects Neupogen  sales  to  rebound  this 
year.  The  drug  is  a  recombinant  ver- 
sion of  a  human  granulocyte  colony 
stimulating  factor,  or  G-CSF,  a  protein 
that  boosts  production  of  neutrophil,  a 
type  of  white  blood  cell  that  defends 
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the  body  against  infection.  Neupogen 
helps  cancer  patients  produce  neutro- 
phil, which  is  killed  by  chemotherapy. 

Longer-term,  Borzilleri  sees  the  mar- 
ket for  Neupogen  expanding.  As  high- 
er dosage  chemotherapy  and  new  anti- 
cancer agents  are  incorporated  into 
medical  practice,  more  patients  will 
need  c-CSF  support,  he  says. 

Even  after  factoring  possible  price 
and  margin  erosion  into  his  five-year 
forecast,  Borzilleri  expects  profits  to 
still  grow  157  during  this  period.  He 
sees  earnings  of  $2.40  a  share  in  1993 
and  $2.80  in  1994,  vs.  1992's  $2.11. 


DOWNWARD  SPIRAL 
FOR  FLIGHTSAFETY? 


After  being  cellar  dwellers,  air- 
line stocks  have  taken  off, 
thanks  in  part  to  promise  by  the 
Clinton  Administration  to  find  ways  of 
aiding  the  ailing  industry  (page  26). 
That  should  be  a  boon  to  FlightSafety 
International,  provider  of  high-tech  pi- 
lot training  for  private,  commercial, 
and  government  pilots. 

But  don't  count  on  FlightSaftey  join- 
ing the  airlines'  latest  turnaround  rally 
anytime  soon.  Its  shares  have  nose- 
dived from  54  a  share  early  last  ,year  to 
371/2  on  Apr.  14.  "Definitely,  there's 
still  a  significant  downside  risk  in  the 
stock,"  warns  Michael  Schaus  at  Zweig 
Securities  Advisory  Service.  Schaus  ed- 
its the  Zweig  Performance  Ratings 
Report  and  rates  the  stock  a  "sell"  or 
"short  sale." 

"Recent  results  have  failed  to  meet 
the  growth  the  company  achieved  from 
1987  to  1990,"  notes  Schaus.  In  the 
quarter  ended  Dec.  30,  1992,  Flight- 


THIS  TIRE  MAKER  IS 
REALLY  ROLLING 


Count  TBC  Corp.  in  the  corner 
companies  benefiting  from  c< 
sumers'  growing  preference  1 
low-priced  private-label  goods.  Its  pn 
uct:  Tires  for  the  auto-replacem( 
market,  of  which  it  controls  6%.  TB' 
stock  has  been  a  steady  winner,  dr 
ing  up  from  11  a  share  in  October 
17%  by  Apr.  13.  And  some  money  m; 
agers  think  the  stock  will  bounce  hij 
er  as  the  company  keeps  posting 
cord  earnings. 

Analysts  expect  THC  to  report 
eighth  yearly  record  earnings  in  191 
CEO  Marvin  Bruce  confirms  that  t 
company's  performance  so  far  tl 
year  reinforces  his  confidence  tl 
sales  will  exceed  1992's  $569  million 
well  as  its  earnings  of  76$  a  share. 

Analyst  Gary  McManus  at  Kemp 
Securities,  who  is  bullish  on  TBC,  1 
pects  earnings  of  90$  in  1993  and  $1 
in  1994.  He  notes  that  TBC  "remains 
good  financial  condition,  with  debt 
only  $34  million,  or  257  of  total  capit 
ization."  The  company's  yearly  retv 
on  equity  has  averaged  237'  over  t 
past  five  years,  says  McManus. 

Through  its  three  brands — Mui 
Mile,  Cordovan,  and  Sigma — TBC  is  t 
largest  supplier  to  the  replacement-t 
market,  trailing  Goodyear,  Miche 
and  Firestone.  Tires  account  for  877" 
its  sales.  Other  products  include  batt 
ies,  wheels,  and  brakes.  "In  a  year 
strong  growth  in  tire  shipments,  T 
outpaced  the  overall  market  last  yea: 
notes  James  Alexandre,  an  analyst 
Donaldson,  Lufkin  &  Jenrette  Secu 
ties.  This  year,  he  expects  the  marl 
to  slow  down,  but  he  sees  TBC  sh 
ments  rising  about  107^. 
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YING  IN  PLACE: 
HE  FAA'S  AIR-CONTROL  FIASCO 


new  IBM  system  is  $1.5  billion  over  budget  and  years  away 


January,  1982,  the  U.  S.  air-traffic 
ontrol  system  seemed  on  the  verge 
if  collapse.  Not  only  was  it  crippled 
he  dismissal  of  striking  controllers 
previous  August  but  the  computer 
em  used  to  guide  planes  through 
air  safely  was  prone  to  breakdowns, 
creaky  computers,  many  of  '60s  vin- 
,  would  not  be  able  to  keep  up  with 

anticipated  boom  in  air  traffic 
ked  by  deregulation. 
")  airlines  cheered  when  the  Federal 


nine  years  from  completion  and  at  $5.1 
billion  is  already  $1.5  billion  over  its 
original  budget  and  climbing.  The  FAA 
and  IBM,  the  prime  contractor,  both  ad- 
mit that  their  mistakes  are  a  major  I'ea- 
son. 

Meanwhile,  delays  in  AAS  have  held 
up  other  parts  of  the  modernization,  and 
the  government  is  spending  millions  to 
keep  the  old  system  running.  But  the 
patches  won't  hold  forever,  airlines  say. 
"The  airline  industry  is  appalled,"  says 


gan  with  overly  optimistic  deadlines,  un- 
realistic budgets,  anrl  cumbersome  gov- 
ernment procurement.  Then  things  dete- 
riorated as  hundreds  of  changes  were 
made  and  bureaucrats  ignored  problems 
until  they  became  gargantuan. 

When  the  FAA  first  conceived  the  sys- 
tem, the  requirements  were  clear.  To 
avoid  delays  and  improve  safety  in  in- 
creasingly crowded  skies,  it  was  essen- 
tial to  replace  the  flight  controllers'  an- 
tique gear— inclufling  some  that  still  used 
vacuum  tuiies.  The  most  important 
change  would  be  replacing  the  huge,  cir- 
cular gi'een  scopes  used  in  the  faa's  22 
regional  centers.  These  screens  display 
only  crude  radar  images  of  each  flight. 
COLOR-CODED.  In  the  new  system,  each 
controller  will  sit  at  a  console  driven  by 
an  IBM  RS/6000  workstation  that  will 
generate  color  maps  of  air  routes  on  a 
20-by-20-inch  Raytheon  Co.  display.  A 
controller  will  be  able  to  zoom  in  on  se- 
lected parts  of  the  screen  to  "see"  the 


lation  Administration  proposed  a  $32 
ion  overhaul  of  the  system.  It  would 
duce  faster,  safer  trips  and  even  save 
fuel.  The  new,  highly  automated  con- 
>  network  would  first  be  introduced  in 
Seattle  area  in  1992  and  be  in  place 
ionwide  by  the  end  of  the  decade. 
3ut  today,  the  new  flight-cf)ntrol  sys- 
1  exists  mainly  in  a  darkened  demon- 
ation  room  in  Gaithersburg,  M<\.  The 
irt  of  the  project— which  includes  an 
ay  of  radar  equipment,  weather-track- 
'  gear,  and  new  mainframe  comput- 
i— is  the  faa's  Advanced  Automation 
stem  (AAS),  to  guide  airliners  across 
!  country.  But  the  AAS  is  still  at  least 


•John  H.  liyan,  a  vice-president  at  the 
Air  Ti'ansport  As.sn.,  which  represents 
the  major  airlines.  The  gi'oup's  big  fear: 
Without  the  new  system,  they'll  see  un- 
acceptable aii'-traffic  delays. 

Now,  IBM  and  the  FAA  say,  the  new 
system  won't  l)e  completely  in  place  un- 
til well  after  2000.  IBM  has  transferred 
four  top  executives  of  its  Federal  Sys- 
tems Co.,  the  unit  managing  the  work. 
And  acting  FAA  Administrator  Joseph 
M.  Del  Balzo,  under  congressional  as- 
sault for  the  muddled  project,  has 
begged  lawmakers  for  "one  more  chance" 
to  get  it  right. 

What  went  wrong?  The  trouble  be- 


Ijlanes"  locations  in  gi-eater  detail.  If  two 
jets  get  too  close,  their  flight  numl)ers 
turn  yellow  first,  then  red,  helping  the 
controller  spot  danger  sooner.  A  con- 
troller will  lie  able  to  track  more  planes 
and  guide  them  along  the  most  fuel-effi- 
cient routes.  Early  on,  the  Ti-ansporta- 
tion  Dept.  figured  that  AAS  could  save 
the  airlines  $13.3  l)illion  in  fuel  costs 
through  2003. 

Even  before  the  IBM  design  was  se- 
lected, however,  the  project  hit  turbu- 
lence. It  took  the  FAA  four  years  just  to 
decide  that  IBM  and  Hughes  Aircraft  Co. 
would  he  the  final  bidders  from  an  orig- 
inal field  of  half  a  dozen.  After  the  two 
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SIEMENS 


1891.  That  was  then. 


A  century  ago  Siemens  pioneered  a  unique  approach  to  apprentice  training 
programs.  It  set  new  standards  for  helping  workers  develop  the  skills  to 
master  state-of-the-art  technology. 


©Siemens  Corporation  1993 


1993.  This  is  now. 


Today,  Siemens'  apprentice  and  training  programs  in  the  USA  are  laying  the 
foundation  for  a  highly  skilled  workforce  that's  essential  for  technological 
leadership.  Now,  more  than  ever,  education  is  the  key  to  maintaining  global 
competitiveness.  For  more  than  a  century,  Siemens  has  been  preeminent  in 
the  kind  of  training  programs  that  assure  a  leading  position  in  a  wide  variety 
of  technologies.  Like  automation  systems  that  are  helping  American  industry 
be  increasingly  productive  in  the  years  ahead.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '93.  Box  8003AP,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


L 


nformation  Processin 


finalists  spent  three  years  and  S500  mil- 
lion of  FAA  money  lo  develop  protot\'])es. 
the  agency  settled  on  IBM's  fixed-prict 
bid  of  S3.6  billion,  even  though  the  Gen- 
eral Accounting  Office  warned  that  the 
job  couldn't  be  completed  for  that 
amount.  And.  as  almost  always  happens 
in  such  federal  contracts,  the  loser  pro- 
tested, delanng  the  project's  start  by 
se\'eral  more  months.  "It  took  longer  to 
get  this  contract  going  than  it  did  to 
put  a  man  on  the  moon,"  says  Gerald  W. 
Ebker.  chief  executive  of  IBM  Federal 
Systems. 

In  March.  1989.  IBM  and  the  FAA  final- 
got  to  work.  Xearl\-  2  million  lines  of 
computer  code  would  have  to  be  written, 
and  becau.se  lives  depended  on  the  soft- 
ware, it  all  had  to  be  perfect.  IBM's  in- 
itial raw  material  was  a  fotir-foot-high 
-Stack  of  specifications.  Among  the  re- 
quirements: The  system  could  be  down 
only  three  seconds  a  year.  And  the  pro- 
grams had  to  be  written  in  the  obscure 
Ada  computer  langiaage  that  the  De- 
fense Dept.  demands  for  "mission-criti- 
cal" software. 

Even  so.  many  of  the  details  were 
left  to  the  imagination  of  faa  and  IBM 
engineers.  They  spent  more  than  a  year 
refining  the  specs.  It  became  obvious 
after  a  few  months  into  that  process 
that  controllers  should  have  more  say  in 
the  design.  So  in  mid- 1990,  IBM  built  the 
Gaithersburg  demonstration  center, 
where  controllers  could  \'isit  and  offer 
suggestions.  They  bombarded  the  faa 
and  IBM  with  proposed  changes.  The 
agency's  managers,  who  focused  more 
on  building  the  best  system  than  on 
holding  down  costs  and  meeting  dead- 
lines, dutifully  gave  the  ideas  to  IBM. 
HOLLOW   ASSURANCES.    With    all  the 

change.■^— -oiMJ  lu  ~W  of  them  over  two 
years— deadlines  crumbled.  In  Decem- 
ber. 1990.  the  FAA  and  IBM  announced  a 
19-month  delay,  which  IBM  said  would 
inflate  the  price  by  S242  million,  mostly 
to  keep  paying  more  than  1.000  soft- 
ware engineers  employed  by  IBM  and 
its  subcontractors.  But  FA.\  and  IBM  offi- 
cials assured  legislators  at  an  April.  1991. 
hearing  that  things  were  under  control 
and  later  ga\e  lawmakers  and  staffers 
tours  of  the  demonstration  facihty. 

At  Gaithersburg.  however,  they  saw 
little  more  than  a  mockup.  The  real  soft- 
ware wTiting  didn't  begin  until  several 
months  later,  and  e\  en  then,  the  process 
was  slowed  by  a  steady  stream  of 
change  orders.  As  soon  as  IB^!  finished 
one  block  of  software,  programmers 
would  ha\'e  to  rewrite  an  earlier  block. 
IBM  didn't  protest,  partly  because  the 
F.\a"s  cumbersome  dispute-resolution  pro- 
ce.sses  would  only  add  to  the  delays. 

Meanwhile,  an  alarmed  Congress  be- 
gan looking  into  the  delavs  and  cost 


overruns.  Congressional 

■  "ers  discovered  that 

'  :  AA  was  asking  for 
iar  more  money  than 
the  IBM  contract  called 
for.  A  staffer  learned 
this  after  noticing  that 
the  FAA  had  left  out  a 
page  when  submitting 
the  40-page  contract  to 
Congress.  It  was  the 
one  with  the  annual 
budget  numbers.  WTien 
IBM  supplied  a  copy  of 
the  missing  page,  the 
staffers  found  that  the 
1992  F.A.A  request  was  a 
mind-bending  S128  mil- 
lion higher  than  the 
contract  cost.  "Usually 
people  ask  for  a  little 
more  than  the}'  need" 
to  co\'er  overruns,  says 
one  House  aide.  "But 
this  was  incredible. 

Congress  began  pay- 
ing more  attention.  It 
cut  funding  and  recom- 
mended that  one  FAA 
official  work  full-time  on 
the  project.  Until  then, 
a  single  FAA  manager 
had  been  dividing  his 
time  between  aas  and 
a  related  project.  The 
F.aa  balked,  viewing  the 
suggestion  as  congres- 
sional meddling. 

Meanwhile.  iBMers 
were  beginning  to  take 
shortcuts  to  keep  the 
project  on  its  already- 
delayed  schedule.  Ebker 
says  midlevel  managers 
skipped  IBM's  formal 
software-re\aew  process, 
leading  to  serious  bugs. 
The  result,  said  a  G.AO 
report:  In  a  recent  test, 
the  system  could  handle 
only  .56  consoles  at  once 
for  a  sustained  period 
of  time,  not  the  project- 
ed 210.  In  the  end,  IBM 
had  to  rework  roughly 
1.50.000  lines  of  comput- 
er code.  About  one-third 
stemmed  from  design 
changes  and  the  rest  from 
failures,  the  company  says. 

By  late  1992.  the  problems  had  be- 
come a  crisis.  IBM  told  the  faa  that  it 
cotildn't  meet  its  commitment  to  demon- 
strate the  operational  soundness  of  the 
new  consoles  that  November— a  dead- 
line that  had  already  been  extended 
from  February.  1990.  Now,  IBM  says,  the 
consoles  won't  be  readv  before  earlv 


A  BUMPY  f  LIGHT 


1977  Because  of  equip- 
ment failures  and  an  ex- 
pected rise  in  air  travel,  tfie 
Federal  Aviation  Adminis- 
tration studies  ttie  need  to 
upgrade  air-traffic-control 
equipment.  Ttie  price:  up  to 
$32  billion. 


1982  Ttie  FAA  moves  some 
of  its  older  software  onto 
newer  mainframe  comput- 
ers but  leaves  the  twsic 
system  unctianged.  Plan- 
ning l)egins  for  tfie  Ad- 
vanced Automation  System 
(AAS),  ttie  $5  billion  center- 
piece of  ttie  modernization. 
The  FAA  requests  proposals 
lorAAS. 


1984  IBM  and  Hughes  Air- 
craft qualify  as  finalists  to 
compete  for  the  AAS  con- 
tract. Both  Ijegin  building 
competing  prototypes. 


1988  IBM  wins  and 
Hughes  protests,  delaying 
the  project's  start  until  early 
1989. 


1 990  Constant  changes  in 
the  specifications  for  the 
software  force  the  FAA  to 
announce  a  1 9-nTOnth  de- 
lay. Congress  is  outraged 
and  launches  an  investiga- 
tion into  cost  overruns  and 
mismanagement  of  AAS. 


1992  More  problems 
arise,  and  a  second,  1 4- 
month  delay  is  announced. 
The  FAA  threatens  IBM  v^'lh 
cancellation  of  ttie  pro- 
gram. In  a  bid  to  get  it  Ixxik 
on  track,  the  FAA  and  IBM 
announce  management 
stiakeups. 


1993  IBM  soys  the  system 
will  not  he  complete  until 
well  after  2000. 


IBM  s  own 


1994.  IBM  estimate's 
the  delay  will  cost 
million,   not  count 
what's  needed  to  ki 
the  old  system  up. 
ACTION.  That  was 
last  straw.  In  Nov( 
ber,  1992,  the  FAA 
sued  a  "cure  letter," 
first  legal  step  tow 
terminating  IBM's  c 
tract.  The  faa,  wh 
concedes  its  chanj 
caused  many  of 
problems,  doesn't  w 
to  fire  IBM,  since  swi\ 


ing  contractors  wo 
mean  more  delays  i 
more  millions.  Inste 
it  hoped  to  get  thi 
back  on  track  by  j€ 
ing  IBM's  chain  ; 
showing  Congress  : 
the  exasperated  carri 
that  it  was  doing  soi 
thing.  After  news  of 
letter  leaked  to  the  i 
dia,  the  faa  finally 
a  full-time  manager 
AAS,  and  in  April, 
froze  the  specificati 
to  prevent  new  dela; 

At  IBM,  Ebker  t( 
personal  charge  j 
transferred  four  ser 
executives  involved 
the  program.  IBM  issi 
a  54-page  recovery  p 
and  set  up  a  "v 
room"  to  manage 
program.  Each  Mond 
Ebker  now  briefs  F 
officials  and,  for  i 
first  time,  IBM  empl 
ees  share  problems  j 
suggestions  with  Ebl 
via  electronic  mail  £ 
meetings.  "I  think  al 
the  things  we  h£ 
done  in  the  last 
days,  we  proba 
should  have  done  t 
years  ago,"  says  Ehh 
Both  IBM  and  the  F 
have  good  reasons 
regret.  With  all  of 
troubles.  IBM  can  har 
afford  to  alienate  one 
its  best  customers,  the  federal  gove 
ment.  And  an  overweight,  overdue  p 
ject  is  an  obvious  target  for  congr 
sional  budget-cutters.  But  the  bigg^ 
loser  may  be  the  aihng  airline  indust 
A  state-of-the  art  flight-control  syst 
that  cuts  delays  and  saves  billions 
fuel  w'ould  sure  come  in  handy  ri^ 


now'. 


By  Mark  Lewyn  in  Washingt 
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ON  CLARIION,  A  DISK-ARRAY  SYSTEM,  TO  HELP  PUT  DG  BACK  IN  THE  BLACK 


ATA  GENERAL:  HERE  A  NICHE. 
HERE  A  NICHE... 


:an't  live  by  open  systems  alone,  so  it's  branching  out 


n  the  early  1980s,  J.  Thomas  West 
helped  make  Data  General  Corp.  syn- 
onymous with  fast,  low-priced  mini- 
iputers.  A  brilliant  and  intense  com- 
er engineer,  West  honchoed  the 
ign  of  Data  General's  Eclipse/MV  se- 
.  At  a  critical  moment,  the  machines 
Data  General  back  in  the  race  with 
larger  rival.  Digital  Equipment  Corjj. 
st,  meanwhile,  became  the  unlikely 

0  of  a  best-seller,  Tracy  Kidder's  The 

1  of  a  New  Machine. 

'oday,  the  54-year-old  West,  senior 
!-president  for  advanced  development, 
lelping  Data  General  reinvent  itself 
e  again.  But  instead  of  relying  on  a 
jle  make-or-break  product,  the  West- 

0  (Mass.)  company  is  out  to  assemble 
andful  of  nimble  product  and  service 
ts  that  would  each  generate  $100  mil- 

1  to  $300  million  in  annual  revenues. 
June,  for  instance.  Data  General  is 
lected  to  launch  a  new  division  to  de- 
1  and  install  networks  of  PCs  and  oth- 
computers.  It  will  join  other  Data 
neral  divisions  formed  around  the 
ipse,  open  systems,  and  marketing 
ough  resellers.  "We  have  a  $1  billion 
apany  with  the  resources  to  do  a 
)d  job  and  the  size  to  be  agile,"  says 

iSt. 

Data  General  has  much  riding  on  this 
Itipronged  approach,  because  an  ear- 


lier push  into  "open"  systems  has  not 
done  well  enough.  Sales  of  West's  pro- 
prietary Eclipse  line  pushed  D(;'s  reve- 
nues to  a  peak  of  $1.36  billion  in  1988. 
But  then  sales  began  to  tumble  and  DG 
launched  its  Aviion  line,  based  on  a  Mo- 
torola Inc.  chip  and  American  Telephone 
&  Telegraph  Co.'s  Unix  software.  Aviion 
sales  hit  $300  million  last  year  and  are 
expected  to  reach  $435  million 
this  fiscal  year,  ending 
Sept.  25. 

CLARIION     CALL.  But 

Eclipse  sales  are  drop- 
ping   so    fast  that 
Data  General's  reve-  ' 
nues  contracted  to 
$1.11     billion  last 
year— below  the  1984 
level.  And  Steven  Mi- 
lunovich   of  Morgan 
Stanley  &  Co.  predicts 
no    growth    this  year 
Worse,  in  the  crowded  Unix 
computer    market,  Aviion's 
gross  margins  are  10  points  below 
Eclipse's  45%.  The  company  lost  $62.5 
million  last  year,  and  Milunovich  expects 
only  a  $13  million  profit  in  1993. 

Hence  the  current  push  into  several 
high-growth  businesses  at  once.  The 
first,  headed  by  West,  is  called  Clariion 
and  makes  so-called  disk  arrays  which 


combine  many  small,  relatively  cheap 
disk  drives  to  store  data  for  large  com- 
puters. Data  General  is  hardly  alone  in 
disk  arrays,  but  it's  "positioned  to  do 
pretty  well,"  says  James  N.  Porter,  pres- 
ident of  market  researcher  Disk/Ti-end 
Inc.  He  says  the  worldwide  array  mar- 
ket will  double  by  next  year,  reaching 
$2.6  billion. 

One  big  plus:  Clariion  gross  margins 
may  run  as  high  as  50%.  Milunovich 
sees  Clai'iion,  with  sales  approaching  $45 
million  this  year,  as  "an  important  swing 
factor"  for  DG's  profitability  (chart).  In 
February,  France's  Groupe  Bull  began 
reselling  Clariions.  The  arrays  also  may 
help  sell  Aviions.  Wy man-Gordon  Co., 
an  aerospace  company,  last  year  chose 
Data  General  over  IBM  and  Hewlett- 
Packard  Co.  for  a  Unix  system  because 
Clariion  "makes  you  feel  they've  got  en- 
gineers who  know  what  they're  doing," 
says  Brian  Farrey,  computer  manager 
at  the  Grafton  (Mass.)  company. 
STALE  CHIP?  The  strategy  of  launching 
niche  operations,  including  one  planned 
for  later  this  year  to  sell  Unix  software, 
shows  that  Chief  Executive  Ronald  L. 
Skates  can  do  more  than  just  wield  an 
ax.  Hired  in  1986  as  chief  financial  offi- 
cer, Skates  took  the  top  job  at  the  end 
of  fiscal  1989,  after  the  company  lost 
$120  million  and  the  board  dumped 
founder  Edson  D.  de  Castro.  Quickly  nix- 
ing do's  forays  into  telecommunications 
and  PC  making.  Skates  closed  7  out  of  11 
factories.  He  has  slashed  employment 
to  6,800.  from  13,700  four  years  ago. 
The  cutting  meant  losses,  but  Data  Gen- 
eral retained  a  strong  balance  sheet  and 
now  has  a  competitive  cost  structure. 
"We  can  afford  to  make  some  invest- 
ments today  that  we  couldn't  before," 
says  Skates. 

For  now.  Data  General's  future  still 
hangs  largely  on  Aviion,  which  is  un- 
der a  big  cloud.  The  fate  of  the 
Motorola  88000  chip  it  uses 
is  uncertain,  because  Mo- 
torola will  likely  deem- 
phasize  it  in  favor  of 
the  Power  PC  chip 
that  it  is  working  on 
with  IBM  and  Apple 
>  Computer  Inc.  If 
*  that  happens.  Data 
General  will  have  to 
redesign  Aviion  to 
use  another  chip— a 
move  that  would  be  both 
costly  and  risky.  West's 
response:  Aviion  has  at  least 
two  more  years  in  its  current  de- 
sign, and  software  modifications  will 
shield  customers  from  the  impact  of  fu- 
ture chip  changes.  Could  it  be  the  basis 
for  a  new  book:  Tramplanting  the  Soul  of 
a  Neiv  Machine? 

By  Gary  McWilliams  in  Westboro, 
Mass. 
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MICROMACHINESI 


MIGHTY  MITES 
HIT  IT  BIG 


Micromachines  go  from  gee-whiz  to  whiz-bang  in  practical  uses 


It's  a  foggy  night  on  a  strange  high- 
way, and  the  swirl  in  front  of  your 
headHghts  resembles  cotton  candy. 
Luckily,  a  screen  on  your  dashlioard  pro- 
vides a  black-and-white  image  of  the 
road  ahead.  Taken  with  an  infrai'ed  vid- 
eo camera  mounted  up  front,  the  pic- 
ture gives  early  warning  of  potholes, 
pedestrians,  and  twists  in  the  road. 

Today,  about  the  only  drivers  using 
infrared  navigation  sit  in  tanks  and 
fighter  jets.  Night-vision  systems  cost 
$100,000  or  more,  partly  l)ecause  their 
heat-sensitive  innards  require  costly  re- 
frigeration with  liciuid  nitrogen.  But 
that's  about  to  change.  Engineers  at 
Honeywell  Inc.,  who  have  designed  a 
new  infrared  camera,  think  that  within 
three  years,  refrigeration-free  naviga- 
tion devices  will  be  offered  by  carmak- 
ers as  roughly  a  $2,000  option.  Drivers 
could  check  the  screen  the  way  they 
check  the  rearview  miiTor.  The  secret  is 
Honeywell's  computer-chip  "eye-" 
packed  with  80,000  mite-size  struc 
tures  that  are  excjuisitely  sensitive 
to  infrared  radiation,  a  form  of 
heat.  Warm  cars  and  dogs  come 
across  white,  while  potholes  and 
the  cold  sky  are  black. 
LAB  SPECIMENS.  Honev^vell's  cam- 
era is  the  product  of  a  new  wave 
in  micromachining,  a  long-vaunt- 
ed technology  that  is  rapidly 
making  the  transition  from  mere- 
ly gee-whiz  to  truly  whiz-bang. 
The  concept  of  micromachining  is 
to  combine  electronic  components 
with  mechanical  ones  in  a  single 
teensy  device,  usually  less  than  a  mi 
limeter  across.  Minuscule  memiirane: 
valves,  cantilevers,  and  liridges— general- 
ly with  moving  parts— can  be  mass-pro- 
duced on  silicon  wafers.  With  these  add- 
ed on,  chips  that  once  performed  only 
electronic  chores  can  detect  minute  tem- 
perature changes,  measure  acceleration, 
or  open  and  close  a  valve  that's  smaller 
than  a  pinprick. 

What  good  is  that?  Just  use  your 
imagination.  Micromachines  trigger  air 
bags,  instantly  adjust  the  spring  in  high- 
tech sneakers,  check  that  tires  are  prop- 


erly inflated,  display  high-definition  tele- 
vision pictures,  predict  from  vibration 
patterns  when  a  machine  will  break 
down,  and  keep  bombs  fi'om  going  off  at 
the  wrong  time— not  to  mention  see  in 
the  dark. 

The  spread  of  micromachinery  is 
showing  up  in  the  numbers.  Battelle  Eu- 
rope, an  affiliate  of  research  center  Bat- 
telle Memorial  Institute  in  Columbus, 
Ohio,  estimated  in  an  industry-supported 
study  last  year  that  the  world  market 
value  for  micromechanical  devices  had 
grown  to  about  $500  million  by  1990. 
Battelle  expects  sales  to  reach  $1.8  l)il- 
lion  liy  1995  and  $8  billion  by  2000. 

Micromachinists  are  succeeding  by 
lowering  their  sights.  In  1988, 
when  the  first  micromotors 
were  built,  futurists  envi- 
sioned microrobots, 
crammed  with 
gears  and 


J 


A  MICRO  STRUaURE 
THAT  SEES  IN  THE  DARK 


INFRARED 
RADIATION 


Infrared  image  of  night- 
time scene  is  focused 

ontocflip  DATfcHOMI 


Infrared  image  is  convert- 
ed to  electrical  signals 
by  80,000  detectors 
suspended  on  posts  and 
isolated  from  each  other 
to  eliminate  interference 
between  them 


DATA:  HONtYWIU  INC. 


motors,  that  would  repair  airplanes  or 
livers.  Five  years  later,  micromotors  still 
are  lab  curiosities.  But  in  the  meantime, 
engineers  have  been  using  micromachin- 
ing principles  to  create  simple,  useful 
devices.  Most  microsystems  have  just 
one,  uncomplicated  moving  part.  Hon- 
eywell's camera  has  none,  so  it's  not, 
strictly  speaking,  a  machine.  Rather,  it's 
a  silicon  structure  built  by  micromachin- 
ing technicjues. 


They  may 
simple,  but  th 
micromachines  ; 
structures  have 
potential  to  "rev 
lionize  the  wo; 
the  way  Integra 
circuits  did,"  decla 
Linton  Salmon,  dire( 
of  micromechanical  ei 
neering  at  the  National  Scie 
Foundation  in  Washington.  Along  v 
Kaigham  J.  "Ken"  Gabriel,  his  coun 
part  at  the  Pentagon's  Advanced 
search  Projects  Agency  (page  94),  1 
mon  wants  to  speed  the  movement 
micromachines  out  of  universities 
into  the  marketplace.  "If  only  basic 
search  occurs,"  says  Salmon,  "the  f 
will  be  dead." 

Indeed,  micromachining  will  test,  c 
again,  whether  Americans  can  pr 


i 


92  BUSINESS  WEEK/APRIL  26,  1993 


SCIENCE  &  TECHNC 


i 


1  their  inventions.  Japan  and  Ger- 
:y  are  erasinj^  the  early  U.  S.  lead, 
ibined  corporate  and  university  re- 
•ch  spendinif  in  each  country  is  run- 
f  more  than  $30  million  aniuially, 
at  the  same  as  in  the  U.  S.,  esti- 
es  arpa's  Gabriel. 

[ore  worrisome  to  Salmon  and  Ga- 
1  is  the  pattern  of  spending:  The 


search  at  Munich-based  Deutsche  Aero- 
space. The  German  government  is  {)rod- 
(ling  small  and  medium-size  companies  to 
adojft  a  German  invention  that  uses  in- 
jection molding  to  build  microdevices. 

Don't  count  out  the  Americans  yet, 
however.  Although  the  Gi'i-mans,  Swiss, 
and  Japanese  are  handiei'  with  ultrafine 
drills,  lathes,  and  specialized  pr-ocesses. 


]t  fundamental  work  in  the  11  S.  is 
ag  on  mainly  in  universities,  such  as 
University  of  California  at  Berke- 
MIT,  the  University  of  Wisconsin, 
Georgia  Tech.  In  Japan,  fundamental 
earch  also  is  being  done  at  Toshiba, 
and  NTT.  And  Japanese  companies 
'e  a  pipeline  into  universities.  Compa- 
3  pump  top  academic  researchers  for 
)rmation  so  frequently  that  one,  Koji 
ta  of  the  Kyushu  Institute  of  Technol- 
^  says  he  sometimes  has  trouble  find- 
time  for  his  own  work. 
tItELESS.  The  Europeans,  meanwhile, 
I  micromachining  as  a  way  to  com- 
isate  for  their  setbacks  in  micr-oelec- 
nics.  They  have  a  proud  history  in 
!  field,  exemplified  by  the  Swiss 
tch.  "Unlike  in  some  other  areas,  Eu- 
)e  is  still  well  positioned  in  mici'o- 
items  technology,"  says  Walter  Ki'oy, 
0  directs  mici'osystems-technology  re- 


Americans  excel  at  making  microma- 
chines  another  way— with  chip-fabrica- 
tion techniques,  such  as  masking  and 
etching.  Using  well-understood,  widely 
available  chip  technology  keeps  the  cost 
of  micromachining  low.  And  because  the 
mechanics  and  electronics  are  on  the 
same  chip,  with  no  wires  needed,  it's 
relatively  easy  to  keep  the  whole  system 
small  and  reliable. 

The  U.  S.  government  seems  to  be  on 
the  right  track,  too.  ARPA  is  guiding 
companies  toward  quick  commercializa- 
tion. By  contrast,  Japan's  Ministry  of 
International  Ti-ade  &  Industry  is  pursu- 
ing a  10-year  project,  originally  budget- 
ed at  $215  million,  that  strikes  many  as 
blue  sky.  One  goal  is  a  submiarine,  a 
third  of  an  inch  wide,  that  can  traverse 
the  pipes  of  power  plants  and  release 
even  smaller  capsules  to  do  inspections 
and  repairs.  U.  S.  experts  say  it  will 


have  few  commercial  spin-offs,  and  miti 
already  is  cutting  funding  for  it.  "I'm 
happy  they  picked  that  to  focus  on," 
says  Richard  S.  Payne,  director  of  Ana- 
log Devices  Inc.'s  Advanced  Accelero- 
meters  Group  in  Norwood,  Mass. 
BENDY  H.  By  focusing  on  the  here  and 
now.  Analog  Devices  has  fashioned  a 
real  business.  It  is  shipping  acceleration 
sensors  to  Siemens  Automotive  Ltd.  for 
air  l)ags  that  will  go  into  1994  models  of 
a  European  carmakei'  that  Analog  won't 
yet  name.  Using  a  technique  called  sur- 
face micromachining,  developed  at 
Berkeley  and  other  schools.  Analog 
shrank  the  H-shaped  sensor  element  in 
its  accelerometer  to  less  than  one-milli- 
meter square  (illustration,  page  94). 

When  a  car  slows  suddenly,  the  H  on 
Analog's  chip  starts  to  sway  sideways  on 
its  anchors.  A  voltage  keeps  it  from 
moving,  and  in  a  crash  the  voltage  re- 
quired to  do  that  goes  up— enough  to 
make  the  air  bag  pop.  Because  the  sen- 
sor is  one-twentieth  the  size  of  older 
types,  there's  room  on  the  chip  to  ampli- 
fy and  filter  the  spikes  in  voltage.  The 
chips  are  accurate,  easy  to  test,  and 
cheap.  In  volume.  Analog  Devices  ex- 
pects to  sell  them  for  $5,  compared  with 
about  $30  for  older  systems  of  three  to 
five  electromechanical  sensors.  A  bendy 
H  may  not  be  as  impressive  as  a  motor, 
but  at  least  it's  salable.  "We  were  forced 
to  come  up  with  a  business  plan,"  says 
Payne,  "as  opposed  to  a  research  plan." 

Some  companies  have  profited  from 
micromachinery  for  years.  For  instance, 
Lucas  NovaSensor  Inc.,  a  Fremont  (Cal- 
if.) unit  of  Britain's  Lucas  Industries 
PLC,  sells  sensors  that  measure  the  air- 
fuel  mixture  and  oil  pressure  in  car  en- 
gines. One  recent  device  is  a  blood-pres- 
sure monitor,  measuring  a  third  of  a 
millimeter  on  a  side,  that  can  be  snaked 
through  veins  to  a  heart  valve  on  the  tip 
of  a  catheter.  Now,  more  companies  are 
getting  into  the  act.  The  interest  was 
obvious  at  an  international  conference 
on  micromachines  this  past  February  in 
Fort  Lauderdale,  Fla.  The  sponsors  in- 
cluded Hewlett-Packard,  Honeywell, 
Motorola,  Du  Pont,  and  Ford. 

The  auto  industry  is  fertile  ground. 
General  Motors  Corp.'s  Cadillac  Div.,  for 
example,  uses  chips  with  tiny  embed- 
ded acceleration  sensors  to  help  dissi- 
pate bumps  on  the  1993  models  of  the 
Seville  Touring  Sedan  and  other  autos. 
You  won't  find  state-of-the-art  sensors 
in  cars,  because  cautious  auto  makers 
don't  design  components  into  models 
even  four  or  five  years  off  unless  the 
parts  already  are  made  commercially. 
Still,  says  Ed.  N.  Sickafus,  manager  of 
microsensors  and  actuators  for  Ford  Re- 
search Laboratory,  it  makes  sense  to 
keep  tabs:  "This  miniaturization  busi- 
ness is  going  to  break  loose." 

A  word  of  advice  to  micromachining 
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beginners:  Forget  every  design  principle 
you  ever  learned.  For  one  thing,  the 
cost  of  materials  isn't  an  issue.  It's  even 
inexpensive  to  build  a  pump  chamber 
of  solid  gold,  as  researchers  from  Ger- 
many's KF  Karlsruhe  research  center 
demonstrated  at  the  Florida  conference. 
And  friction,  surface  tension,  and  static 
electricity  assume  stupendous  impor- 
tance in  micromachines,  while  gravity 
is  nearly  negligible.  Engineers  have  to 
convince  themselves  that  it's  safe  to  can- 
tilever relatively  huge  objects  on  skinny 
supports— as  if  holding  a  25-pound  tur- 
key on  the  end  of  a  yard-long  toothpick. 
HARD  WORK.  WTiile  Still  tr\ing  to  master 
the  physics  of  microdevices.  some  re- 
searchers are  pushing  on  to  the  next 
frontier:  microactuators  that  do  some- 
thing instead  of  just  sense  an  environ- 
ment. The  problem  for  now  with  micro- 
motors, micropumps,  and  the  like  is  that 
they  can't  do  real  work.  A  micromotor 


works  up  a  sweat  just  spinning  a 
grain  of  dust. 

The  trick,  theft,  is  to  make 
thousands  of  actuators  work 
together.  That's  the  principle 
behind  a  Texas  Instruments 
Inc.  device  for  high-quality 
image  transmission,  which  is 
made  of  307,000  aluminum 
micromirrors  that  can  be  individually 
swiveled  to  reflect  the  red,  green,  and 
blue  light  of  a  color  image.  An  early 
version  of  such  an  array  alreadj'  is  being 
used  inside  ticket  printers  at  carriers 
Northwest  Airlines  Inc.,  klm  Royal 
Dutch  Airlines,  and  others. 

A  technological  tour  de  force,  to  be 
sure.  But  it  may  be  years  before  such 
complex  machines  match  the  success  of 
simple  but  effective  sensors.  Roger 
Grace  Associates,  a  San  Francisco  mar- 
keting firm,  estimates  that  even  by  the 
decade's  end,  auto  makers  won't  use 


Actual 
size  of 
sensor  in 
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any  actuators  in  production  ' 
hides,  and  sensors  will  accoi 
for  all  industry  sales.  j 
In  short,  the  near-term  d 
lenge  may  not  be  dreami 
up  ever  more  complex  g 
gets  but  spreading  knowh 
about  design  and  prod 
tion  so  that  microma 
ining  will  permeate  industry.  "Integra' 
circuits  began  to  take  off  when  tl 
went  into  consumer  electronics,  such 
calculators  and  microwave  ovens,"  si 
the  xsf's  Salmon.  "And  that  happer 
when  there  were  enough  engineers 
companies]  who  had  college  experiei 
in  building  a  chip  and  who  said  "I  can 
it." '"  That  cadre  of  can-do  engineers 
forming,  and  it  soon  may  change  1 
world  in  a  million  tiny  ways. 

By  Peter  Coy  in  Fort  Lauderdale,  F 
with  John  Carey  in  Washington,  A 
Gross  in  Tokyo,  and  bureau  report^ 


MEET  THE  CHAMPION  OF  THE  MICRO  AGE 


Kaigham  .J.  "Ken"  Gabriel  has  a 
tinkerer's  passion  for  tiny  ma- 
chines. He  predicts  that  micro- 
scopic sensors  and  motors  eventually 
will  be  as  ubiquitous  as  today's  plastics 
and  microchips,  showing  up  in  every- 
thing from  phone  switches  to  "smart" 
buildings. 

If  it  happens,  Gabriel  will  deserve  a 
lot  of  the  credit.  At  AT&T  Bell  Labora- 
tories in  the  mid-1980s,  he  led  one  of 
the  first  teams  of  scientists  to  build 
tiny  gears  and  motors  from  silicon. 
Now.  as  head  of  the  micromachine  ef- 
fort at  the  Pentagon's  Advanced  Re- 
search Projects  Agency  (ARPAl,  the 
bovish,  37-year-old  electrical  engineer  is 
trjing  to  spread  the  gospel  of  the  tiny 
devices  to  U.  S.  industry.  "It's  an  unbe- 
lievably fun  job,"  he  says.  "I  can  really 
have  an  effect." 

TINY  VALVE.  Gabriel's  operation  offers  a 
classic  example  of  how  ARPA  works. 
Formerly  knowTi  as  D.ARPA,  for  Defense 
Advanced  Research  Projects  Agency,  it 
was  renamed  by  the  Clinton  Adminis- 
tration to  emphasize  its  nondefense 
roles.  In  general,  the  agency's  techno- 
crats scan  the  research  landscape  for 
developments  with  key  military  and 
commercial  applications.  Then  they 
fund  research  and  development  both 
to  prove  the  technology  and  to  per- 
suade industry  to  pick  it  up.  It  seems 
to  w'ork:  ARPA  gets  credit  for  leading 
the  development  of  everything  from 
chipmaking  techniques  to  massively 
parallel  computers. 

In  the  case  of  micromachines,  Ga- 


briel is  spending  S24  million  in  seed 
money  over  three  years  on  a  tw^o- 
pronged  strategy.  One  part  involves 
direct  grants.  A  dozen  proposals— S4 
million  worth— have  been  funded,  and 
an  additional  S.5  million  worth  wiU  start 
this  month.  For  instance,  ARPA  larg- 
ess has  helped  Menlo  Park  (Calif.) 
startup  Redwood  Microsystems  Inc. 
fabricate  a  tiny  valve  on  a  sihcon  chip 
that  can  replace  bigger,  costlier  metal 


valves.  One  possible  use:  controlling 
the  flow-  of  samples  into  a  small  gas 
chromatograph  that  detects  poisons  in 
the  environment.  ARPA  also  funded  the 
development  of  a  miniature  vacuum 
pump  by  Westinghouse  Electric  Corp. 
and  a  cluster  of  tiny  acceleration  sen- 
sors by  Draper  Labs  in  Cambridge, 
Mass.  Draper's  accelerometers  could 
guide  weapons  or,  if  hooked  to  a  car's 


active  suspension  system,  steady  it  ( 
sudden  stops,  starts,  and  turns. 

Gabriel's  second  thrust  is  to  low( 
the  cost  of  getting  started  in  micr 
machines.  Chip-fabrication  lines  are  e 
pensive.  So  last  July.  Gabriel  made 
deal  with  MCXC  (Microelectronics  Ce: 
ter  of  North  Carolina),  which  was  si 
up  to  stimulate  high-tech  business.  TI 
facility  will  build  any  scientist's  micr 
machine  for  S.500,  with  ARPA  pickir 
up  the  rest  of  the  tab.  arpa  kicked  : 
about  S2.5,(X)0  for  the  first  23  project 
ranging  from  microgjToscopes  to  mi: 
iature  wind-speed  meters,  which  can 
off  the  line  in  March. 
ACCESS.  With  that  boost,  Gabriel  hope 
the  technology^  can  spread  from  ur 
versities  and  a  few  high-tech  companic 
to  mainstream  industry— from  constru 
tion  to  aerospace  to  makers  of  muj 
dane  valves  and  thermostats.  "Openir 
access  to  more  people  will  have  a  tr 
mendous  impact,"  he  predicts. 

Gabriel  is  w^aging  an  uphill  batt 
to  keep  the  U.  S.  ahead  in  microm 
chines.  He  ended  up  at  ARPA  large. 
because  Bell  Labs  axed  his  researc 
team  in  1990— despite  his  argumei 
that  micromachines  will  be  crucial  1 
one  of  AT&T's  main  businesses,  fiber-o; 
tic  communications.  "I  can  understaii 
why  they  did  it,"  he  says,  noting  thi 
AT&T  wanted  to  bring  research  clos( 
to  the  market.  "But  eventually  the 
will  have  to  get  back  in."  As  far  i 
Gabriel  is  concerned,  the  sooner  AT& 
and  others  do  that,  the  better. 

By  John  Carey  in  Washingtc 
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Bvelopments  to  Watc 


)  BY  WILLIAM  D.  MARBACH 


iKKS  THAT  GIVE  TODDLERS 
OUNDATION  IN  PROGRAMMING 


It's  never  too  early  to 
learn  computer  pro- 
gramming. To  prove  it,  a 
research  lab  at  NFC 
Corp.  has  built  a  set  of 
palm-size  "Algoblocks" 
for  young  children.  The 
blocks  fit  together  in  dif- 
ferent combinations  to 
move  images  on  a  per- 
sonal-computer screen. 

Each  block  has  a  com- 
puter chip  and  sends 
low-voltage  signals  to  a 
communications  box  at 
oase  of  the  PC.  The  computer  interprets  the  different 
ection  patterns  among  the  blocks  as  steps  in  a  program, 
combination  may  tell  an  animated  submarine  on  the 
■n  to  surface,  while  another  opens  a  net  to  catch  a  fish, 
iren  learn  by  trial  and  error  and  can  "debug"  their  simple 
rams  by  finding  better  combinations.  NEC  is  still  testing 
alocks  in  play  groups.  After  that  comes  the  easy  part: 
;eting  Algoblocks  to  Japan's  education-crazed  parents. 


iNG  FIBER  OPTICS  TO  WATCH 
ITONS  FLY  UP  AND  DOWN 


er  since  the  internal  combustion  engine  was  invented, 
ngineers  have  been  trying  to  find  ways  to  peer  into  the 
)ustion  chamber.  If  they  could  directly  measure  such  pa- 
lters as  pressure  inside  the  cylinder,  they  could  build  more 
lent  and  longer-lasting  engines.  Better  data  could  also 
improve  software  programs  that  model  combustion.  And 
-in  sensors  could  provide  a  constant  flow  of  information 
could  be  used  to  maximize  power  or  reduce  emissions, 
iday's  best  sensors,  which  rely  on  changes  in  electric  cur- 
caused  by  pressure,  have  limitations.  They  typically  re- 
'  cooling  systems  and  are  too  complex  and  expensive  to  be 
anywhere  but  in  a  few  test  engines  in  the  laboratory. 
)w,  scientists  at  Texas  a&m  University  have  developed 
ors  that  may  be  cheap  and  robust  enough  to  be  built  into 
uction  engines.  The  trick  is  using  light.  Electrical  engineer 
ry  F.  Taylor  and  co-workers  developed  a  method  for  cast- 
i  small  metal  part  that  contains  a  glass  fiber.  The  part  is 
wed  into  a  hole  in  the  cylinder  head.  When  pressure  in  the 
ider  moves  a  steel  diaphragm  on  the  metal  part,  the  move- 
t  is  immediately  detected  by  analyzing  the  patterns  of 
r  light  shining  through  the  fiber.  So  far,  Taylor  has  tested 
fiber-optic  sensor  in  large  stationary  engines  and  sees 
ntial  uses  for  emission-control  systems  in  trucks  or  cars. 


rOUCH  OF  TITANIUM 
LPS  CHIPS  TAKE  OFF 


their  endless  quest  to  boost  computer-processing  speeds, 
igineers  may  turn  to  a  material  now  used  to  build  ad- 
,"ed  aircraft.  Researchers  at  Georgia  Institute  of  Technol- 
have  used  titanium,  a  lightweight  metal,  to  help  speed  up 
puter  chips.  A  thin  layer  of  titanium  oxide  acts  as  an 
?sive  between  diverse  materials  in  the  chip.  It  allows  engi- 


neers to  replace  the  tiny  aluminum  wires  inside  the  chips  with 
wiring  made  of  copper,  gold,  or  silver.  These  metals,  which 
don't  bond  to  other  electronic  materials,  are  more  conductive 
and  let  electrical  signals  travel  faster. 

Georgia  Tech's  Paul  A.  Kohl,  professor  of  chemical  engi- 
neering, envisions  using  titanium  for  both  single  chips  and  so- 
called  multichip  modules — dense  clusters  of  chips  in  a  single 
package.  These  modules  squeeze  much  more  processing  power 
into  the  space  typically  occupied  by  a  single  chip.  The  technol- 
ogy is  a  key  to  building  very  powerful,  lightweight,  small 
computers  for  aircraft,  missiles,  and  other  mobile  systems. 


BETTER  COMPUTERS 
THROUGH  CHEMISTRY? 


Coupled  with  decent  eyesight,  the  human  brain  can  quickly 
pick  out  a  face  in  a  crowd — something  even  a  Cray  Re- 
search Inc.  supercomputer  can't  do  reliably.  The  brain  relies 
not  on  chips  and  hard  disks  but  on  chemical  reactions.  So, 
building  on  the  way  the  brain  works,  researchers  have  come 
up  with  a  model  for  what  they  call  a  chemical  computer. 

John  Ross  of  Stanford  University  and  A.  Hjelmfelt  and 
F.  W.  Schneider  of  the  University  of  Wiirzburg  in  Germany 
started  with  a  chemical  reaction  that  has  two  steady  states — 
producing  a  high  or  a  low  concentration  of  a  particular  chemi- 
cal. These  represent  the  ones  and  zeroes  in  digital  computing. 

The  researchers  connected  many  vessels  containing  these 
reactions,  creating  distinctive  chemical  patterns.  When  a  new 
pattern  of  chemicals  is  fed  into  the  setup,  they  report  in  the 
Apr.  16  Science,  the  network  can  determine  whether  the  pat- 
tern matches  one  it's  supposed  to  recognize.  Right  now,  it's  a 
very  slow  process,  Ross  says.  It  will  be  many  years  before  a 
chemical  computer  can  challenge  a  Cray. 


AN  ELECTRONIC  EAR  FOR  A  BRAINY 
HIGHWAY  SYSTEM  OF  THE  FUTURE 


What  do  enemy 
submarines  and 
thundering  18-wheel 
trucks  have  in  common, 
besides  scaring  the  wits 
out  of  the  populace'.' 
Both  can  be  monitored 
by  an  acoustic-detection 
system  American  Tele- 
phone &  Telegraph  Co. 
developed  for  the  Navy. 
With  the  cold  war  over, 
AT&T  is  trying  to  sell  a 
version  of  the  sub-detec- 
tion system  to  highway 
authorities  for  traffic  control.  This  month,  it  began  testing  a 
production  version  of  the  SmartSonic  Traffic  Surveillance  sys- 
tem on  an  entrance  ramp  of  the  New  Jersey  Turnpike. 

The  electronic  ear  doesn't  bounce  signals  off  objects,  as 
sonar  systems  do.  It  just  listens.  It  detects  the  same  range  of 
frequencies  as  a  human  ear,  then  uses  artificial  intelligence  to 
figure  out  what  kind  of  vehicle  made  them.  Edward  J.  McKin- 
ney,  head  of  AT&T's  Federal  Systems  Custom  Electronic  Ser- 
vices unit,  believes  the  ear  will  be  able  to  distinguish  all  13 
categories  of  trucks,  cars,  and  other  vehicles  that  the  Federal 
Highway  Administration  wants  vehicle-identification  systems 
to  recognize.  The  data  could  be  used  to  open  special  lanes, 
divert  traffic,  or  limit  access  at  entrance  ramps,  as  a  part  of  an 
intelligent-vehicle  highway  system. 
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Osborne/McGraw-Hill  Computer  Books  Are  AvanoDie  «r  .ne«  r.nc 


ALABAMA 


Birmingham,  AL 
Jonathan  Benton  Bookseller 

PH  205-967-8840 
FAX  205-967-9812 

Smitli  &  Hardwick  Bookstore 

PH  205-591-9970 

Huntsville,  AL 
University  Book  Store 

PH  205-895-6600 

Madison,  AL 
Madison  Books  &  Computers 

PH  205-772-9250 
FAX  205-461-8076 


ALASKA  

Fairbanks,  AK 
Baker  &  Baker  Booksellers 

PH  907-465-2278 


ARKANSAS  

Little  Rock,  AR 
Publislier's  Bookstore 

PH  501-664-6956 


CALIFORNIA  

Berkeley.  CA 
Cody's  Books  Inc. 

PH  510-845-7852 
FAX  800-995-1180 

Wtiole  Eartti  Access 

PH  510-845-3000 

Citrus  Heights,  CA 
Tower  Books 

PH  916-961-7202 

Concord,  CA 
Whole  Earth  Access 

PH  510-686-2270 

Cupertino,  CA 
A  Clean  Well-Lighted  Place 
for  Books 

PH  408-255-7600 

Computer  Literacy  Bookshops 

PH  408-973-9955 

Stacey's  Bookstore 

PH  408-253-7521 

Davis,  CA 
UCD  Bookstore 

PH  916-752-9072 

Irvine,  CA 
Irvine  Sci-Tech  Books 

PH  800-229-9514 
FAX  714-733-0122 

Los  Angeles,  CA 
ASUCLA  Students  Store 

PH  310-825-4014 

OPAMP  Technical  Books 

PH  213-464-4322 
FAX  213-464-0977 

Technical  Book  Company 

PH    310-475-571  1 

UCLA  LuValle  Commons 
Bookstore 

PH  310-825-4014 

Mountain  View,  CA 
Tower  Books 
PH  415-941-7300 


Palo  Alto,  CA 
Stacey's  Bookstore 

PH  415-326-0681 

Stanford  Bookstore 

135  University  Ave 
PH  415-327-3680 
415-329-1217 

Stanford  Bookstore 

Stanford  University 
PH  415-329-1217 

Sacramento,  CA 
Tower  Books 
PH  916-481-6600 
916-481-9030 

Whole  Earth  Electronics 

PH  916-489-1000 

San  Francisco.  CA 
Stacey's  Bookstore 

581  Market  Street 
PH  415-421-4687 

Stacey's  Bookstore 

383  Sacramento  Street 
PH  415-397-7935 

Whole  Earth  Access 

PH  415-285-5244 

San  Jose.  CA 
Computer  Literacy  Bookshops 

PH  408-435-1118 

Whole  Earth  Access 

PH  408-554-1500 

San  Mateo,  CA 
Whole  Earth  Access 

PH  415-578-9200 

San  Rafael,  CA 
Whole  Earth  Access 

PH  415-459-3533 

Santa  Barbara.  CA 
Chaucer's  Bookstore 

PH  805-563-0010 
FAX  805-682-1129 

UCSB  Bookstore 

PH  805-893-2082 

Sunnyvale,  CA 
Computer  Literacy  Bookshops 

PH  408-730-9955 


COLORADO  

Boulder  CO 
United  Techbook  Co. 

PH  303-443-7037 

University  Book  Center 

PH  303-492-5411 

Colorado  Springs.  CO 
McKinzey-White  Booksellers 

PH:  719-590-1700 

Denver.  CO 
Auraria  Book  Center 

PH  303-556-3230 
FAX  303-556-3736 

The  Tattered  Cover 

PH  303-322-7727 

United  Techbook  Co. 

PH  303-534-3460 

Englewood.  CO 
SoftPro  Books 

PH:  303-740-7751 

Longmont.  CO 
United  TechBook  Co. 

PH,  303-651-3184 


CONNECTICUT 


ILLINOIS 


MAINE 


New  Haven,  CT 
Yale  Co-Op 

PH  203-772-2200 
FAX  800-354-9253 

Stoors,  CT 
U-Conn  Co-op 

PH  203-486-3537 


DELAWARE 


Newark,  DE 
McMahon  Books 

PH  302-366-7575 

University  of  Delaware 
Book  Store 

PH  302-831-2637 


DISTRICT  OF  COLUMBIA 

Washington,  DC 
Olsson's  Books 

PH:  202-338-9544 

Reiter's  Scientific  & 
Professional  Books 

PH  202-223-3327 
FAX  202-296-9103 

Reprint  Book  Shop 

PH  202-554-5070 


FLORIDA  

Gainesville,  FL 
University  Book  &  Supply 

PH  904-377-1788 

Orlando,  FL 
University  Bookstore 

PH  407-823-0219 

Sarasota,  FL 
Paperback  Booksmilh 

PH  813-922-5000 

Tampa.  FL 
University  of  South  Florida 

PH  813-974-2631 


GEORGIA 


Atlanta  GA 
Engineers  Bookstore 

PH  404-892-1669 

Georgia  Tech  Bookstore 

PH  404-894-2515 


Oxford  Bookstore 

PH  404-262-3333 


HAWAII 


Champaign,  IL 
Pages  for  All  Ages 

PH  800-228-7243 
FAX  217-351-1566 

TIS  Bookstore 

PH  217-337-4900 
FAX:  217-337-7749 

Chicago.  IL 
Kroch's  &  Brentano's 

PH  312-332-7500 

University  of  Chicago 
Bookstore 

PH  312-702-7712 
FAX  312-702-0821 

Waterstone's  Booksellers 

PH:  312-587-8080 
FAX:  312-587-2700 

Peoria,  IL 
(Medical  and  Professional 
Bookstore 

PH  309-672-3977 


INDIANA  

Indianapolis.  IN 
Chapter's  Bookshop 

PH  317-872-2665 


IOWA  

Iowa  City,  lA 
University  Bookstore 

PH  319-335-3179 
FAX  319-335-3875 


KANSAS  

Wichita,  KS 
Wichita  St.  University 
Bookstore 

PH  316-689-3490 


KENTUCKY  

Bowling  Green,  KY 
Western  Kentucky  University 

PH  502-745-5799 

Lexington,  KY 
Joseph-Beth  Booksellers 

PH  606-271-5330 
FAX  606-272-6948 

Kennedy  Bookstore 

PH  606-252-0331 

Louisville,  KY 
University  of  Louisville 
Bookstore 

PH  502-588-6670 


Augusta,  ME 
Hit.  Paperback 

PH:  207-622-0263 


Honolulu,  HI 
Honolulu  Book  Shops 

PH  808-537-6224 
FAX  808-841-4674 


IDAHO 


Moscow,  ID 
University  of  Idaho 

PH  208-885-6482 


LOUISIANA  

Baton  Rouge,  LA 
Louisiana  State  University 
Bookstore 

PH  504-338-5451 

New  Orleans,  LA 
Tulane  Bookstore 

PH  504-865-5914 

University  of  New  Orleans 
Bookstore 

PH  504-286-6373 


Bangor,  ME 
Mr.  Paperback 

PH  207-942-6494 


MARYLAND 


College  Park.  MD 
Maryland  Book  Exchange 

PH  301-927-2510 
FAX:  301-209-7118 

University  Book  Center 

PH  301-454-3223 


MASSACHUSETTS 

Boston,  MA 
Boston  University  Bookstor 

PH  617-267-8484 
FAX  800-553-5531 

Waterstone's  Booksellers 

PH  617-859-8030 
FAX  617-859-8038 

Brookline.  MA 
Brookline  Booksmith 

PH:  617-566-6660 

Burlington,  MA 
SoftPro 

PH  617-273-2919 
FAX  617-273-2499 

Cambridge,  MA 
Harvard  Cooperative  Societ 

PH  617-499-2199 

MIT  Co-op 

PH  617-499-3230 
FAX  617-621-0856 

Quantum  Books 

PH  617-494-5042 
FAX  617-577-7282 

WordsWorlh  at  Harvard 
Square 

PH  517-354-5201 

Danvers.  MA 
Paperback  Booksmith 

PH  508-777-1064 

New  Bedford.  MA 
Baker  Books 

PH:  508-992-3749 

Newton  Highlands.  MA 
New  England  Mobile 
Book  Fair 

PH:  617-964-7440 

Westborough,  MA 
The  Open  Book 

PH  508-366-8448 

Woburn,  MA 
Paperback  Booksmith 

PH  617-935-6405 

Worcester,  MA 
Tatnuck  Bookseller  &  Soi 

PH  508-756-7544 
FAX  508-756-9425 


MICHIGAN  

Ann  Arbor,  Ml 
Ulrich's  Bookstore 

PH  313-662-3201 
FAX  313-662-7859 


(continued  after  advertisement  on  next  page, 


...Computer  Books  from  Osborne 

For  the  Most  Complete  Coverage  off  Today's  Hottest  Sofftware 


WordPerfect  5.1: 

The  Complete  Reference 

by  Karen  L.  Aceison 


DOS:  The  Complete 
Reference,  Fourth  Edition 

by  Kris  Jamsa 

Covers  All  Versions 
Including  DOS  6 
■t29  95 
I  BN:0-07-e 


FoxPro  2.5  lor  DOS: 
The  Complete  Reference 

by  Edward  Jones 
and  David  Nesbitt 

$29,95 

ISBN:  0-07-881902-4 


Excel  4  for  Windows: 
The  Complete  Reference 

by  Martin  S  Matthews 
and  Stephanie  Seymour 

$29  95 

ISBN:  0-07-881836-2 


1-2-3  Release  3.4: 
The  Complete  Reference 

by  Mary  Campbell 

$29,95 

ISBN;  0-07-881900-8 


Paradox  4: 

The  Complete  Reference 

by  Carole  Boggs  Matthews 
and  Patricia  Shepard 

95 

ISBN;  0-07-881794-3 


Windows  3.1: 

The  Complete  Reference, 

Second  Edition 

by  Tom  Sheldon 

$29,95 

ISBN;  0-07-881889-3 


For  tnatchless  coverage  of  hot  software,  cfioose  Tfie  Complete  References 
from  Osborne.  Tfiey're  perfect  for  computer  users  at  all  sl<ill  levels.  Every 
software  command,  feature,  and  function  is  described  and  accompanied 
by  an  example  of  usage.  Plus  you'll  find  details  on  special  features  and  tips 
for  greater  productivity  pacl<ed  into  tfiese  fiandy  desktop  resources. 


Osborne  llM* 


Copyright  (c!  1993  McGraw-Hill  li 


AVAILABLE  NOW  AT  YOUR  LOCAL 
BOOK  AND  COMPUTER  STORES. 


^  (see  advertisement  on  previous  page) 


East  Lansing,  Ml 
Jocundry's  Books 

PH:  517-332-0856 
FAX:  517-332-3915 

Flint.  Ml 
Young  &  Welshans  Books 

PH  313-732-0620 
800-366-8290 
FAX:  313-732-2393 


NEW  HAMPSHIRE 


Hanover,  NH 
Dartmouth  Bookstore 

PH:  800-462-9009 


NEW  JERSEY 


Hightstown,  NJ 
McGraw-Hill  Book  Store 

PH:  609-426-5750 

New  Brunswick,  NJ 
Rutgers  University  Book  Store 

PH:  908-246-8448 

Newark,  NJ 
Newark  Book  Center 

PH  201-642-7956 

Princeton,  NJ 
Princeton  University  Store 

PH   800-624-4236  (in  NJ) 

800-631-0137 

(outside  NJ) 
FAX:  609-924-9651 


NEW  YORK 


Blasdell,  NY 
Village  Green  Bookstore 

PH:  716-827-5895 
FAX:  716-827-5898 

Brockport,  NY 
Lift  Bridge  Booksliop 

PH:  716-637-8354 

Village  Green  Bookstore 

PH  716-884-1200 

Fairport,  NY 
Village  Green  Bookstore 

PH  716-425-7950 
FAX:  716-425-4968 

Ithaca,  NY 
Cornell  Campus  Store 

PH:  607-255-2934 

Triangle  Book  Store 

PH   607-272-71  11 

New  York.  NY 
Classic  Book  Store 

PH  212-466-0668 

Coliseum  Book  Store 

PH  212-581-5352 

McGraw-Hill  Book  Store 

PH  212-512-4100 

New  York  University  Book 
Center 

PH:  212-998-4666 

Papyrus  Books 

PH:  212-222-3350 

Niagara  Falls,  NY 
Book  Corner 

PH:  716-285-2928 

Rochester,  NY 
Campus  Connections  — 
Roctiester  Institute  of 
Technology 

PH:  716-475-2501 


Rochester,  NY  (cont  ) 
Total  Information 

PH:  716-254-0621 

Village  Green  Bookstore 

766  Monroe  Avenue 
PH:  716-442-1151 
FAX  716-442-9273 

Village  Green  Bookstore 

1954  West  Ridge  Rd. 
PH  716-723-1600 
FAX  716-723-1669 

World  Wide  News 

PH  716-546-7140 
FAX:  716-254-7176 

Syracuse,  NY 
Village  Green  Bookstore 

PH:  315-487-3700 
FAX:  315-487-3550 

Tonawanda,  NY 
Village  Green  Bookstore 

PH:  716-836-8960 
FAX:  716-836-2252 


NORTH  CAROLINA 


Chapel  Hill,  NC 
Intimate  Bookshop 

PH  919-929-0414 
FAX  919-967-2107 

UNC  —  Bull's  Head  Bookshop 

PH:  919-962-2420 

Charlotte,  NC 
Intimate  Bookshop 

PH:  704-366-6400 
FAX  704-362-1200 

Little  Professor  Book  Center 

PH:  704-525-9239 

Durham,  NC 
Duke  University  — 
Gothic  Bookshop 

PH  919-684-3986 

Greenville,  NC 
East  Carolina  University 
Student  Store 

PH  919-757-6731 

North  Carolina  State 
University  Bookstore 

PH  919-515-3573 


OHIO 


Akron,  OH 
Philcapp  Electronics 

PH  216-253-2109 

University  of  Akron  Bookstore 

PH  216-972-6707 

Chagrin  Falls,  OH 
Inside  Story 

PH  216-543-8168 

Cincinnati,  OH 
Dubois  Bookstore 

PH  513-321-4000 

Little  Professor  Book  Center 

PH  513-671-9797 

Univ.  Of  Cincinnati  Bookstore 

PH:  513-556-1292 

Cleveland,  OH 
Case  Western  Reserve 
University  Bookstore 

PH:  216-368-2650 

Cleveland  State  University 
Bookstore 

PH  216-861-6464 


Columbus.  OH 
Little  Professor  Book  Center 

6490  Sawmill  Rd, 
PH:  614-766-7775 

Little  Professor  Book  Center 

1657  W,  Lane  Ave 
PH  614-486-9674 

Little  Professor  Book  Center 

Worthington  Square 
PH:  614-846-4319 

Longs  Bookstore 

PH  614-294-4674 

Ohio  State  University 
Bookstore 

PH  614-292-2991 
FAX  614-292-8983 

Dayton,  OH 
Books  &  Co. 

PH  800-777-4881 
FAX  513-298-7895 

Wilkies 

PH  513-434-8821 

Fairborn.  OH 
Wilkies 

PH  513-429-1677 

Wright  State  University 
Bookstore 

PH:  513-873-2875 

Gambler,  OH 
Kenyon  College  Bookstore 

PH:  614-427-'i184 

Holland,  OH 
Little  Professor  Book  Center 

PH  419-865-0013 

Kent,  OH 
Kent  State  University 
Bookstore 

PH:  216-672-2762 

Toledo,  OH 
University  of  Toledo 
Bookstore 

PH:  419-537-2516 

Youngstown,  OH 
Youngstown  State  University 
Bookstore 

PH  216-742-3588 
FAX  216-742-3145 


OKLAHOMA 


Norman,  OK 
University  of  Oklahoma  Book 
Exchange 

PH    405-325-351  1 

Stillwater.  OK 
Oklahoma  State  University 
Bookstore 

PH  405-744-5237 


OREGON 


Beaverton,  OR 
Powell's  Bookstore 

PH  503-643-3131 

Portland,  OR 
Powell's  Technical  Books 

PH  503-228-3906 
800-225-6911 


PENNSYLVANIA 


Altoona,  PA 
The  Bookstore 

PH:  814-943-1984 

Burnham,  PA 
The  Bookstore 

PH:  717-248-2000 

Erie,  PA 
Erie  Bookstore 

PH:  814-452-3354 

Everette,  PA 
The  Bookstore 

PH  814-623-2000 

Huntingdon.  PA 
The  Bookstore 

PH:  814-643-0924 

Indiana,  PA 
Indiana  University  of 
Pennsylvania  Co-op 
Bookstore 

PH:  412-349-1194 

King  of  Prussia,  PA 
Gene's  Books 

PH:  215-265-6210 

Philadelphia,  PA 
Drexel  University  Bookstore 

PH  215-895-2861 

How-To-Do-lt  Bookshop 

PH  215-563-1516 

Quantum  Books 

PH  215-222-0611 

Tower  Books 

PH:  215-925-9909 

University  of  Pennsylvania 
Bookstore 

PH  215-898-7520 

Pittsburgh,  PA 
Book  Center 

PH  412-648-1453 

Carnegie  Mellon  University 
Bookstore 

PH:  412-268-2966 

West  Chester,  PA 
Chester  County  Book  Co. 

PH:  215-696-1661 


RHODE  ISLAND 


Providence,  Rl 
Brown  Bookstore 

PH:  401-863-3168 


SOUTH  CAROLINA 


Columbia,  SC 
South  Carolina  Bookstore, 
Inc. 

PH  803-799-7188 
FAX:  803-799-5521 


TENNESSEE 


Knoxville,  TN 
Campus  Bookstore 

PH:  615-525-7336 

Memphis,  TN 
Memphis  State  University 
Bookstore 

PH:  901-678-2011 

Nashville,  TN 
Tower  Books 

PH:  615-327-8085 


TEXAS 


Arlington,  TX 
University  Bookstore 

PH:  817-273-2785 

Austin,  TX 
University  Co-op 

PH:  512-476-7211 

College  Station,  TX 
Texas  A&M  Bookstore 

PH:  409-845-3681 

Dallas,  TX 
Major's  Scientific  Books 

PH:  214-531-4478 

Prnt  Bookstore 

PH:  214-746-3625 

SMU  Bookstore 

PH  214-692-3355 

Taylor's  Technical  Books 

PH:  214-239-TECH 

Denton,  TX 
University  Bookstore 

PH  817-565-2592 

Houston,  TX 
Brown  Book  Shop 

PH:  713-652-3937 
FAX:  713-652-1914 

Major's  Scientific  Books 

PH:  800-221-9697 
713-522-1361 
FAX:  713-524-5860 

Sam  Houston  Book  Shop 

PH:  713-626-1243 


VIRGINIA 


Blacksburg,  VA 
Virginia  Tech  Campus 
Bookstore 

PH:  703-231-5991 
FAX:  703-231-7786 

Richmond,  VA 
Book  Gallery 

PH  804-673-9613 


WASHINGTON 


Bellevue,  WA 
Tower  Books 

PH   206-451-1  110 

University  Bookstore 

PH:  206-646-3300 

Seattle,  WA 
Tower  Books 

PH:  206-283-6333 

University  Bookstore 

PH  206-634-3400 


WEST  VIRGINIA 


Charleston,  WV 
Computers  Plus,  Inc. 

PH  304-342-4848 


WISCONSIN 


Madison,  Wl 
The  University  Bookstore 

PH  608-257-3784 

Milwaukee,  Wl 
Harry  W.  Schwartz  BookshO! 

PH  414-274-6406 
800-236-7323 
FAX:  414-274-6408 


e 


RS&  SHAKERS  I 


BY  RON  STODGHILL 


ECKENHOFF: 

tMPION  FOR  THE  DISABLED 


n  the  golf  course,  Ed- 
ward A.  Eckenhoff 
says  his  handicap  is  a  16 — 
not  the  spinal-cord  injury 
that  left  him  a  paraplegic  af- 
ter a  1963  car  accident.  By 
leaning  on  a  crutch  with  his 
left  arm  and  swinging  with 
his  right,  Eckenhoff  can 
compete  in  his  favorite 
sport.  Says  the  chief  execu- 
tive of  the  National  Reha- 
bilitation Hospital:  "It's  easy 
to  adapt  with  a  disability." 

Eckenhoffs  NRH  has  be- 
come a  specialist  in  showing 
big  companies,  such  as  Gan- 
nett, AT&T,  and  Hewlett- 
Packard   just    how  easy 
adapting  can  be.  The  physi- 
I'rrapy  and  research  facility  in  Washington,  D.  C,  helps 
ayers  wrestle  with  the  Americans  with  Disabilities  Act,  a 
law  requiring  companies  to  make  offices  accessible  to 
iled  workers.  Many  employers  blanch  at  the  challenge.  So 
nhoff,  50,  has  steered  the  NRH  to  devise  low-tech  ideas  to 
companies  comply  cheaply.  Why  plow  big  bucks  into 
ring  water  fountains  when  you  can  dispense  paper  cups? 
anging  perceptions  is  the  hard  part.  "People  see  a  brace 
ly  leg  and  think  there's  a  brace  on  my  brain,"  says  the 
h  Carolina  native.  With  master's  degrees  in  education  and 
.h-care  administration,  Eckenhoff  ran  Northwestern  Uni- 
ty's Rehabilitation  Institute  of  Chicago  before  moving  in 
to  help  launch  the  NRH.  Attitudes  change  slowly.  But 
:nhoff  is  chipping  away  with  each  swing. 

By  Christina  Del  Valle  iu  Washinglan 


iRIANNE  SPRAGGINS: 
BAN  POWER  BOOSTER 


fhen  David  Dinkins 
ran  for  mayor  of 
York  City  in  1988, 
ianne  C.  Spraggins 
a  leave  of  absence 
1   her  job  on  Wall 
et.  The  reason:  She 
ted  to  help  her  long- 
friend  and  fellow 
lemite  raise  campaign 
Is.  Two  years  later, 
ih   Barney,  Harris 
am  &  Co.  hired  hei- 
alster  its  municipal  fi 
ce  department.  Be- 
long, she  won  a  deal  to  underwrite  more  than  $1  billion 
th  of  bonds  issued  by  the  New  York  City  Municipal  Water 
mce  Authority.  Competitors  grumbled  about  favoritism, 
Spraggins  says  she  won  via  a  competitive  selection  pro- 
— not  because  she  is  well-connected.  "It  doesn't  hurt,"  she 


says,   "but  it  would   help   me   more   if  I   played  golf." 

Whether  politics  helps  her  in  municipal  finance,  or  vice 
versa,  Spraggins  stands  out  in  both  arenas.  An  avid  Democrat, 
she  rubs  elbows  with  Illinois'  freshman  senator,  Carol  Moseley 
Braun,  as  well  as  Jesse  Jackson  and  Texas  Governor  Ann 
Richards.  Meantime,  her  ability  to  snag  deals  for  Smith  Bar- 
ney has  boosted  the  firm's  share  of  all  U.  S.  munibond  under- 
writings  from  6.27'  in  1991  to  7.77'  last  year. 

For  Spraggins,  whose  father  and  grandfather  were  activist 
lawyers,  the  goal  is  helping  urban  areas  create  economic  op- 
portunity. That  has  been  her  focus  since  earning  a  law  degree 
from  New  York  Law  School  and  a  master's  in  international 
law  from  Harvard.  She  hired  on  at  Salomon  Brothers  Inc.  in 
1979,  eventually  moving  into  public  finance.  "I'm  interested  in 
the  area  where  money,  power,  and  politics  come  together,"  she 
says.  "I  see  the  three  as  really  inseparable."  Smith  Barney's 
competitors  are  beginning  to  see  what  she's  talking  about. 

Bi/  Leah  Nathans  Spim  in  New  York 


THOMAS  LAGOW: 
WEICOME  TO  USAir 


Every  time  a  pair 
lines  decides  to  link  to- 


of  air- 


gether,  two  conflicting  sen- 
timents emerge.  First 
comes  the  unbounded  opti- 
mism about  what  the  com- 
bination might  produce. 
Then  comes  the  reality 
check  as  two  enormously 
complex  organizations  at- 
tempt to  mesh.  Simply  put, 
airline  linkups  have  creat- 
ed more  headaches  than 
profits. 

This  is  hardly  news  to 
W.  Thomas  Lagow,  execu- 
tive vice-president  for  mar- 
keting at  USAir  Inc.  He 
knows  that  making  hay  of 
USAir's  alliance  with  British  Airways  PLC  poses  a  huge  chal- 
lenge. After  months  of  international  political  jockeying,  BA 
finally  bought  a  197  stake  in  USAir  for  $300  million.  The  deal 
will  patch  up  US.Air's  leaky  balance  sheet.  But  can  it  make  a 
heavyweight  of  the  nation's  sixth-largest  carrier? 

Lagow  thinks  so.  "Now  we  can  offer  service  from  Allen- 
town  to  Calcutta,"  he  trumpets.  Known  as  one  of  the  indus- 
try's best  schedulers,  the  50-year-old  Lagow  was  lured  from 
the  inner  circle  at  United  Airlines  Inc.  last  year  to  make  a 
jumbled  set  of  USAir  routes  more  efficient.  Little  did  he  know 
he'd  also  have  to  combine  that  spider  web  with  BA's  sprawling 
iiternational  network.  Analysts  rave  about  the  potential  for 
Tunneling  thousands  of  East  Coasters  to  points  abroad.  La- 
gow's  hurdle  is  predicting  things  like  how  many  people  actual- 
ly want  to  fly  from  Allentown  to  Calcutta  each  week. 

Of  course,  it's  also  Lagow's  chance  to  shine.  Colleagues  who 
have  watched  his  career  at  United,  TWA,  and  Northwest  say 
he's  always  been  a  good  problem-solver.  But  as  USAir  Chair- 
man Seth  E.  Schofield's  marketing  maven,  this  is  the  St.  Louis 
native's  first  time  in  the  limelight.  An  inveterate  chain-smoker 
with  a  biting  wit,  he's  already  added  some  badly  needed  zest 
to  USAir's  executive  suite.  Now,  all  he  has  to  do  is  help 
transform  the  sleepy,  down-home  airline  into  a  globe-trotter. 

By  Seth  Payne  in  Arlington.  Va. 
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CEO  TELLEP  BELIEVES  THAT 
SMALLER  DEFENSE  RiVALS 
WILL  BAIL  OUT 


lOCKHEED  STICKS 
TO  ITS  GUMS 


Acquiring  CD's  fighter  division  defies  typical  peacetime  strategy 


aniel  M.  Tellep,  chief  executive 
of  Lockheed  Corp.,  likes  to  re- 
count the  ups  and  downs  of  the 
aerospace  company  by  pulHng  out  his 
"mood"  chart.  Resembling  a  hospital  fe- 
ver graph,  it  zigs  and  zags  from  the 
lows  of  a  hostile  takeover  battle  in  1990 
to  the  highs  of  watching  Lockheed's 
Stealth  fighters  perform  flawlessly  over 
Iraq  in  199L  "It's  been  an  exhilarating 
few  years,"  he  says. 

Now,  as  he  charts  a  course  for  Lock- 
heed in  the  post-cold  war  era,  Tellep 
hopes  the  mood  swings  will  level  off. 
To  help  ensure  a  smoother  ride  for  his 
company,  Telle])  has  put  an  end  to  Lock- 
heed's quixotic  efforts  to  redefine  itself. 
No  longei'  betting  heavily  on  nonmili- 
tary  businesses,  such  as  aircraft  mainte- 
nance, Tellep  instead  has  reversed 
course  in  a  bold  attempt  to  become  the 
nation's  largest  defense  contractor.  His 
bet:  As  more  players  bail  out  of  the  de- 
fense business,  there  should  be  enough 
business  around  to  allow  a  couple  of  big 
contractors  to  prosper. 

On  Mar.  1,  Tellep  took  a  big  step  to- 
ward reafeing  his  goal  when  the  Calaba- 
sas  (Calif.)  company  concluded  a  $L5 


billion  deal  to  purchase  General  Dynam- 
ics Corp.'s  fighter  aircraft  division.  The 
acquisition  of  the  GD  unit,  which  makes 
the  high-performance  F-16  fighter,  trans- 
formed Lockheed  into  the  largest  mili- 
tary-aircraft manufacturer  and  secured 
its  third-place  ranking  in  the  defense 
business,  after  McDonnell  Douglas  Corp. 
and  Martin  Marietta  Corp.  It  will  also 
produce  benefits  for  Lockheed's  bottom 
line.  Earnings  should  rise  10%  this  year, 
to  $385  million,  estimates  analyst  Lior 


Bregman  of  Oppenheimer  &  Co.,  ( 
■iO%  revenue  increase,  to  $13  billion 
Tellep  is  winning  new  business 
stressing  Lockheed's  strengths  as  a  1 
ing  high-tech  defense  contractor.  Caj 
izing  on  the  performance  of  its  F-] 
Stealth  fighter  in  the  Persian  Gulf  ' 
Lockheed  has  spent  the  last  two  y 
quietly  amassing  an  impressive  co 
tion  of  Pentagon  contract  awards 
high-tech  weapons.  On  Apr.  11, 
Navy  unveiled  an  experimental  Ste 
warship  designed  by  Lockheed, 
ship's  angular  design  helps  it  avoid  r. 
detection.  All  together,  the  compari 
sitting  on  a  hefty  $30  billion  in  bad 
ders  for  military  hardware  (chart), 
have  never  been  stronger,"  says  Te 
61,  an  engineer  and  38-year  Vetera 
Lockheed. 

PAPER  WEAPONS.  While  Lockheed's 
complishments  have  been  impress 
Tellep's  strategy  faces  some  big  ' 
dies.  Lockheed  still  must  integi'ate  it; 
acquisition.  More  worrisome,  the  Clii 
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linistration  has  yet  to  spell  out  its 
urement  priorities  for  the  years 
id.  And  in  an  era  of  declining  de- 
e  spending,  many  of  the  futuristic 
costly  weapons  Lockheed  is  focused 
lay  never  get  built.  "Even  one  can- 
tion  would  deal  Lockheed  a  heavy 
',"  says  Loren  Thompson,  a  defense 
yst  with  Georgetown  University's 
onal  Security  Studies  Program. 
1  many  ways,  Tellep  never  felt  fully 
ase  in  nonmilitary  ventures.  When 
ook  over  as  Lockheed's  CEo  in  1989 
~  successfully  managing  the  compa- 
missile  and  space  division  for  four 
s,  the  company  was  on  the  verge  of 
istile  takeover  battle.  Texas  billion- 
Harold  Simmons  began  acquiring 
theed  stock  in  1988  and  made  un- 
essful  takeover  attempts  in  1990  and 
I  n  in  1991.  At  the  time,  Simmons 
3d  to  sell  off  some  of  Lockheed's  as- 
,  arguing  they  were  worth  more  sep- 
ely  than  as  part  of  the  company.  It 
during  this  period  that  Tellep  em- 
ced  on  a  broad  diversification.  Many 
ysts  speculate  ihat  one  of  Tellep's 
3  was  to  calm  jittery  .shareholders 
'  were  worried  about  the  decline  in 
inse  spending. 

litially,  Tellep  pushed  deeper  into 
ted  businesses,  such  as  commercial- 
raft  maintenance  in  1990.  The  same 
he  ventured  further  afield  by  going 
r  nuclear- waste  cleanup  work  for  the 
rgy  Dept.  and  contracts  to  dismantle 
lear  warheads  in  the  U.  S.  and  the 
tier  Soviet  Union.  Unfortunately  for 
ep,  both  of  these  businesses,  and 
e  other  attempts  at  diversification, 
e  been  disappointments.  Lockheed's 
raft-maintenance  unit,  for  example, 
nbled  badly  as  the  recession  pum- 
ed  the  airline  industry.  Its  environ- 
ital-services  unit  hasn't  fared  much 
;er.  Cleaning  up  nuclear  waste  isn't 
ceived  as  one  of  Lockheed's 
!ngths,  so  the  subsidiary  has  yet  to 
major  contracts. 
fEtim  STRING.  A  few  nonmilitary  ven- 
3S  still  hold  promise.  Lockheed's  best 
t  at  diversification  ironically  involves 
old  cold-war  opponent.  Teaming  up 
h  Krunichev  Enterprise,  the  Russian 
Ket  company  that  once  launched  So- 
spy  satellites,  Lockheed  hopes  to 
id  66  communications  satellites  for  a 
:)al  wireless-phone  system  that  Moto- 
i  Inc.  plans  to  have  in  operation  by 
7.  Tellep  hopes  such  satellites  can 
w  into  a  $1  billion-a-year  business 
the  end  of  the  decade.  But  for  now, 
:kheed's  nonmilitary  ventures  aren't 
ping  much.  Indeed,  Oppenheimer's 
(gman  says  such  businesses  depressed 
nings  by  some  $40  million  last  year. 
Jnable  to  foresee  any  benefits  from 
military  projects  for  quite  a  while, 
lep  began  reconsidering  his  diversifi- 
ion  plan  in  1992.  Sure,  Pentagon 


OUT  AT  THE  SKUNK  WORKS, 
THE  SWEET  SMELL  OF  SUCCESS 


The  cold  war  is  surely  over.  But 
you  would  never  know  it  from 
the  looks  of  Advanced  Develop- 
ment Co.'s  headquarters.  Set  among 
the  Joshua  trees  and  cactuses  of  the 
Mojave  Desert,  the  company  is  housed 
in  a  windowless,  bunkerlike  facility. 
Entering  through  a  series  of  thick  met- 
al doors  that  open  by  means  of  an 
electronic  combination,  lock,  visitors 
are  greeted  with  flashing  red  lights 
set  off  to  signal  that  a  potential  in- 
truder is  in  the  building. 

Welcome  to  Skunk  Works,  Lockheed 
Corp.'s  super.secret  research  and  devel- 
opment subsidiary.  Deriving  its  name 
from  a  foul-smelling  plastics  factory 
that  once  stood  adjacent  to  its  original 
site  in  Burbank,  Calif.,  Skunk  Works' 
record  is  so  impressive  that  its  very 
name  has  evolved  into  a  kind  of  gener- 
ic term  describing  most  coi-porate  R&D 
efforts.  And  Lock- 
heed Chief  Executive 
Daniel  M.  Tellep  is 
betting  that  scientists 
and  engineers  at 
Skunk  Works  will 
maintain  the  com- 
pany's technological 
edge  as  the  defense 
industry  be 
comes  smaller  and 
more  competitive. 

SMALL  TEAMS.  Other 
contractors  also  have 
top-secret  R&D  cen- 
ters, but  none  can  match  Skunk 
Works'  record.  Way  back  in  1943,  the 
unit's  engineers  cobbled  together  in 
four  short  months  the  XP-80  Shoot- 
ing Star,  the  first  operational  U.  S. 
fighter  jet.  During  the  cold  war,  they 
cooked  up  an  assortment  of  odd-look- 
ing aircraft.  The  most  famous:  the  U-2 
and  SR-71  "Blackbird"  spy  planes  that 
soared  at  the  edge  of  space  snapping 
photographs  of  Soviet  and  Chinese  mil- 
itary installations.  The  biggest  mo- 
ment for  Skunk  Works  came  in  1991 
when  Lockheed's  F-117A  Stealth  fight- 
er slipped  through  Iraqi  radar  unde- 
tected to  deliver  smart  bombs  with 
pinpoint  accuracy. 

Skunk  Works'  success  has  a  lot  to 
do  with  its  unique  culture.  Purposely 
isolated  fi'om  Lockheed's  sprawling  bu- 
reaucracy, the  R&D  unit  specializes  in  a 
small-team  approach  to  projects.  Each 
team  is  headed  by  a  manager  who  has 
wide  latitude  in  recruiting  in-house 
specialists,  such  as  electronics  experts 
and  aeronautical  engineers.  Moreover, 


the  team  has  direct  contact  with  the 
military— without  going  through  chan- 
nels at  Lockheed.  And  as  the  project 
progresses,  engineers  may  alter  their 
designs  without  the  approval  of  ump- 
teen executives. 

Along  with  Skunk  Works'  manage- 
ment success  go  profits,  thanks  to  lav- 
ish Pentagon  spending.  The  Defense 
Dept.  has  said  that  it  wants  to  contin- 
ue funding  R&D  projects,  even  if  those 
prototypes  never  lead  to  production 
planes.  Indeed,  while  the  procurement 
budget  has  plummeted,  annual  R&D 
funding  over  the  past  five  years  has 
remained  relatively  constant,  at  about 
$37  billion.  That  translated  into  rough- 
ly $700  million  in  revenues  for  Skunk 
Works  last  year,  Tellep  says.  Although 
he  won't  give  any  details,  Tellep  says 
Skunk  Works  is  among  Lockheed's 
most  profitable  units. 


Skunk  Works  President  Sherman 
Mullin  exudes  confidence  in  the  future. 
His  engineers  are  already  busy  work- 
ing on  a  supersonic  Stealth  fighter 
that  can  take  off  fi'om  a  short  runway 
and  land  vertically.  Lockheed  is  com- 
peting with  McDonnell  Douglas  Corp. 
and  its  Phantom  Works  R&D 
unit  for  a  1996  contract  to  build  two 
prototypes. 

FASTEST  YET?  For  the  past  year,  there 
has  also  been  persistent  speculation 
that  Skunk  Works  is  building  a  spy 
plane  that  would  travel  four  times  the 
speed  of  sound— faster  than  any  known 
aircraft. 

"There  is  a  national  expectation  that 
we  are  going  to  be  a  superpower  for- 
ever," says  Mullin,  who  won't  comment 
on  the  reports.  "And  if  you  are  going 
to  remain  a  superpower  as  far  as  the 
eye  can  see,  you  can't  just  maintain 
the  status  quo."  Judging  by  its  record, 
that's  one  thing  that  Skunk  Works 
hasn't  let  happen. 

By  Eric  Schine  in  Palmdale,  Calif. 
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spending  was  dropping  fast,  but  an  in- 
dustrywide shakeout  was  gathering 
steam.  Tellep  believed  that  would  clear 
the  field  for  a  couple  of  big,  well-focused 
survivors.  For  the  short  term,  he  fig- 
ured that  regional  conflicts  would  contin- 
ue to  generate  demand  for  weapons. 
Longer  term,  Tellep  felt  that  Lockheed's 
high-tech  background  would  give  it  a 
clear  competitive  advantage.  The  Penta- 
gon continues  to  spend  heavily  on  re- 
search and  development  (page  101).  And 
most  defense  analysts  believe  the  Penta- 
gon will  place  greater  emphasis  on  high- 
technology  systems. 
GLOBAL  ARMING.  Lockheed's  reputation 
as  a  technology  leader  is  already  helping 
it  ride  out  the  industry  turmoil.  With 
sales  for  such  cold-war  products  as  spy 
satellites  and  missiles  for  Trident  subma- 
rines winding  down,  Lockheed  put  its 
teams  of  engineers  and  scientists  to 
work  on  a  modified  Star  Wars  system  to 
zap  incoming  missiles  high  al)Ove  the 
atmosphere.  Last  year,  Lockheed  won 
a  $700  million  contract  to  help  develop 
the  controversial  system.  And  with  the 
risk  of  arms  proliferation  growing  daily 
in  hot  spots  across  the  globe,  Lockheed 
is  banking  on  exporting  its  antimissile 
system  to  scores  of  worried  nations. 

The  GD  acquisition  could  also  help 
Lockheed  thrive  in  today's  rough  de- 
fense environment.  Already,  the  deal 
has  bolstered  Lockheed's  cash  flf)w.  The 
GD  unit  has  more  than  700  firm  orders 
for  F-16  fighters  at  $22  million  apiece. 
That  represents  nearly  a  10-year  back- 
log, two-thirds  of  which  are  foreign  sales 
to  countries  such  as  Taiwan  and  Tur- 
key that  continue  to  spend  heavily  on 
defense.  "It  was  a  brilliant  move,"  says 
Bernard  L.  Schwartz,  chief  executive  of 
Loral  Corp.,  one  of  Lockheed's  leading 
competitors. 

The  acquisition  also  gives  Lockheed  a 
solid  lead  in  future  fighter  development. 
With  the  (;d  purchase,  the  company  now 
has  a  two-thirds  stake  in  the  F-22.  Lock- 
heed, GD,  and  Boeing  have  already  sunk 
more  than  $1  billion  of  their  own  money 
in  the  program  designed  to  create  the 
next  generation  of  tactical-fighter  air- 
craft. The  F-22  is  supposed  to  be  faster 
and  more  maneuverable  than  any  exist- 
ing fighter  and  will  incorporate  .some 
Stealth  technology. 

Still,  GD's  aircraft  unit  doesn't  come 
without  a  few  problems.  The  most  press- 
ing for  Tellep  is  how  to  go  about  merg- 
ing GD's  Fort  Worth  plant  with  Lock- 
heed's sprav/ling  aircraft  business  in 
Marietta,  Ga.  The  total  pajroll  of  Lock- 
heed's new  aircraft  division  has  almost 
tripled,  to  -30,000.  The  combined  opera- 
tions also  have  dozens  of  duplicate  facil- 
ities, such  as  flight  simulators,  wind  tun- 
nels, and  high-powered  computer  design 


facilities.  Tellep  vows  to  streamline  the 
division,  but  many  analysts  don't  be- 
lieve Lockheed  has  the  kind  of  belt-tight- 
ening culture  needed.  "They  don't  have 
the  wild-eyed  passion  you  need  to  cut 
costs,"  says  Robert  Paulson,  a  defense-in- 
dustry consultant  with  McKinsey  &  Co. 
"These  are  the  scientists  and  gentlemen 
of  the  aerospace  industry." 

The  biggest  worry  is  how  many  of 
Lockheed's  defense  projects  will  survive 
the  budget-cutting  process  in  Washing- 
ton. After  much  fanfare,  for  example, 
the  F-22  now  faces  a  doubtful  future. 
Expected  orders  for  the  $51  million-a- 
copy  plane  have  been  cut  by  nearly  half 


now  that  the  Navy  is  reconsidering: 
whether  to  buy  the  plane.  And  addition 
al  Air  Force  funding  for  the  $10  billioi 
development  .stage  has  been  delayed 
"There  will  be  an  F-22  in  production,"  as 
sures  Tellep.  "But  the  issue  of  how  manj 
remains  obscure." 

Still,  Lockheed's  chief  figures  that  th€ 
defense  business  will  remain  a  profit- 
able industry  to  those  who  survive  the 
current  shakeout.  Besides,  Tellep,  a  cold- 
war  veteran,  knows  that  the  world  is 
rarely  a  peaceful  place  for  long.  That's 
why  he's  making  sure  Lockheed  stays 
primed  for  battle. 

By  Eric  Sckine  in  Ccdcibasas,  Calif  J 
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GE  GROPES  FOR 

THE  ON-SWITCH  IN  HUNGARY 


Will  drastic  action  salvage  its  Tungsram  acquisition? 


George  Varga  was  stumped.  In 
1990,  when  General  Electric  Co. 
paid  $150  million  to  acquire  Hun- 
garian light-bulb  maker  Timgsram  Co.,  it 
meant  jobs,  technology,  and  a  future 
with  a  strong  Western  partner  for  the 
former  communist  enterprise.  "I  expect- 
ed a  state  of  jubilation,"  recalls  Varga, 
whom  GE  sent  in  as  Tungsram's 
new  CEO.  But  after  the  takeover, 
workers  brooded  ominously. 

Their  gloom  turned  out  to  be 
prophetic.  Now,  three  years  lat- 
er, losses  have  mushroomed,  and 
nearly  half  the  work  force  of 
18,000  has  been  laid  off.  Varga  has 
been  replaced,  too,  as  GE  strug- 
gles to  salvage  an  investment  once 
heralded  as  one  of  the  most  prom- 
ising in  Eastern  Europe.  Last 
year's  $105  million  loss  is  "the 
biggest  blot  of  red  ink  in  the  his- 
tory of  Hungary,"  says  Laszlo 
Mohr,  deputy  general  manager  at 
Hungarian  Credit  Bank  Ltd., 
which  owns  24.4%  of  Timgsram. 

The  workers  knew  instinctively 
what  GE  Chief  Executive  .John  F. 
Welch  .Jr.  and  all  his  top  manage- 
ment did  not.  GE  was  so  eager  to 
snap  up  Tungsram  for  its  7% 
share  of  the  West  European  light- 
ing market  that  it  didn't  look  too 
closely  before  it  clinched  the  deal. 
At  the  time,  many  U.  S.  compa- 
nies were  feverishly  pursuing  pos- 
sible acquisitions  in  Eastern  Eu- 
rope as  a  way  of  gaining  entry 
into  the  broader  European  mar- 


ket. GE  knew  Tungsram  had  problems, 
but  it  had  no  idea  of  their  magnitude. 
Although  it  posted  $22  million  in  profits 
by  Hungarian  accounting  methods  in 
1989,  "Timgsram  hadn't  made  a  profit 
for  10  years,"  admits  Charles  P.  Pieper, 
who  took  over  as  GE's  new  chief  execu- 
tive at  Tungsram  at  the  end  of  last  year 
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Just  as  soon  as  (lE  unraveled  Tungs- 
am's  Byzantine  accounting  system,  the 
iricey  takeover  became  a  sinl^hole  for 
ash  and  a  company  in  urgent  need  of  a 
urnaround.  GE  found  that  for  years  the 
ommunist  state  had  filched  most  of  the 
ompany's  hard-currency  earnings,  leav- 
ng  Tungsram  cash-starved  and  techno- 
ogically  backward.  Moreover,  GE  was 
lit  by  unexpected  economic  turns  that 
iccelerated  Tungsram's  decline.  "Hun- 
;ary  can  no  longer  compete  on  wages," 
ays  Pieper,  46.  Tungsram's  30%  wage 
idvantage  over  Western  European  com- 
)etitors  evaporated  when  the  Hungarian 
government  refused  to  devalue  the 
orint  to  stay  in  line  with  inflation,  which 
•an  about  30%  a  year.  That  meant 
Tungsram's  costs  were  rising  faster  than 
ts  export  prices.  Over  the  past  three 
^ears  that  has  led  to  $81  million  in  loss- 
;s,  GE  claims.  To  boot.  Western  Europe 
ilid  into  recession. 

(PEED  FIRST.  Bruised,  but  still  deter- 
nined,  GE  management  says  the  worst  is 
low  over  at  Tungsram  and  that  $90  mil- 
ion  in  investments  over  the  past  three 
/ears  will  raise  productivity  and  slash 
;osts.  "If  we  could  do  anything  different- 
y,  we  would  have  moved  faster,"  says 
Pieper,  who  vows  to  break  even  this 
y^ear  and  match  the  10%  to  12%  pretax 
arofit  margins  of  rivals  Philips  Electron- 
ics and  Osram  in  1994.  In  its  effort  to 
turn  a  profit  in  a  hurry,  GE  last  year 
pulled  out  the  stops  to  trim  staff,  re- 
structure management,  introduce  prod- 
ucts, and  improve  customer  service.  "It 
was  required  to  get  over  the  hump," 


GE  HUHKERS  DOWN 
AT  TUNGSRAM 

THE  PROBLEMS 

►  Lost  a  record  $  1 05  million  in  1992 
after  a  decade  of  poor  results 

►  Workers  angry  after  GE  slashed 
9,000  jobs,  half  the  payroll 

►  Low-cost  wage  advantage  evap- 
orated because  of  high  inflation 


THE  SOLUTIONS 

►  Boost  investment  with 

$200  million  in  fresh  equity 


►  Train  managers  to  think 
fast  and  globally 

►  Increase  productivity  20% 
this  year 

  DATA  BUSINESSWEEK 


says  Pie- 
per. "What's 
critical  now  is  the 
speed  of  execution." 

Indeed,  Timgsram  has 
been  running  double  time 
since  Pieper's  arrival  in  De- 
cember. On  Mar.  16,  he  an- 
nounced an  emergency  recapital- 
ization plan  to  pump  $200  million  of 
fi'esh  equity  into  the  company.  The  injec- 
tion will  hike  GE's  total  investment  to 
$550  million,  one  of  the 
largest  outlays  yet  in 
Eastern  Europe.  It  will 
raise  GE's  stake  to  more 
than  99%,  since  minority 
shareholder  Hungarian 
Credit  Bank  can't  match 
the  capital  increase. 

GE's  strategy  is  to 
build  up  Tungsram  as  the 
cornerstone  of  its  Euro- 
pean lighting  business. 
Just  three  years  ago,  GE 
had  a  paltry  2%  of  the 
market,  but  now  it  has 
16%,  thanks  to  acquisi- 
tions of  Timgsram  and 
the  lighting  business  of 
Britain's  Thorn  EMI  PLC 
in  1991.  "We  have  to  turn 
three  marginal  players 
that  are  losing  money 
into  one  winning  busi- 
ness," says  Pieper.  Of 
GE's  400  European  engi- 
neers, 350  are  in  Buda- 
pest. And  even  though 
GE  might  have  paid  less 
for  Tungsram,  the  deal 
may  have  been  GE's  only 
chance  to  avoid  being 


shut  out  of  the  European  market  after 
1992.  "In  the  long  run,  it  will  be  viewed 
as  a  very  successful  acquisition,"  says 
John  D.  Opie,  president  of  Cleveland- 
based  GE  Lighting. 

A  key  challenge  facing  Heper  is  to  es- 
tablish a  cadre  of  Western-trained  man- 
agers in  Hungary.  Some  800  Tungsram 
employees  have  taken  English  lessons, 
500  have  had  quality  training,  and  650 
have  taken  management  courses.  Now, 
Pieper's  job  is  to  make  his  executives 
think  in  terms  of  dominating  global  mar- 
kets. For  starters,  many  are  being  given 
double  job  assignments— one  local,  one 
regional— so  they'll  start  viewing  Eu- 
rope as  a  single  market  and  work  faster 
to  solve  problems  beyond  their  borders. 

The  real  workout  comes  on  Fridays, 
when  Pieper  presides  over  a  weekly 
two-hour  conference  call  that  includes 
18  European  offices  and  70  managers. 
The  same  topic  dominates  every  week: 
"Wliat  can  we  do  to  help  each  other  sell 
more  light  bulbs  in  the  next  five  days?" 
The  calls  are  paying  off,  and  Pieper  ex- 
pects European  sales  to  climb  10%  for 
the  first  half  of  1993.  During  one  confer- 
ence, for  example,  GE  executives  in 

London  noted  that  the  British  gov- 
ernment was  using  TV  spots  to  pro- 
mote energy-efficient  products,  but 
Tungsram  didn't  have  an  energy- 
'    saving  light  bulb  suited  for  the  Brit- 
ish market.  So,  in  17  days,  a  design 
was  sped  from  lab  to  market,  including 
150  Woolworth  stores.  Within  three 
weeks,  Woolworth  doubled  its  orders. 
FEWER  BREAKS.  Management  is  also 
starting  to  reap  the  kind  of  productivity 
gains  that  make  Jack  Welch  smile. 
Tungsram  production  lines  used  to  break 
one  out  of  every  two  linear  fluorescent 
bulbs  they  made.  Breakage  rates  are 
now  near  world  standards  thanks  in  part 
to  new  equipment.  And  the  time  from 
order-taking  to  delivery  has  been  cut 
from  four  months  to  one.  By  yearend, 
Pieper  wants  to  slash  that  to  one  week. 

But  workers  remain  glum.  Union  chief 
Gyorgy  Selmeczy  complains  bitterly  that 
job  cuts  continue  with  no  end  in  sight. 
The  generous  wages  approved  in  1990 
by  Varga,  a  Hungarian  emigi'e  who  con- 
tinues as  a  Tungsram  director,  have  now 
fallen  back  in  line  with  the  low  Hun- 
garian average,  Selmeczy  says,  adding, 
"Pieper  is  a  stone-hard  business  man." 

But  GE  is  betting  Pieper  can  trans- 
form its  Hungarian  laboratory  into  a 
21st  century  model  for  lean  production 
and  service.  "The  productivity  drive 
we're  introducing  doesn't  have  an  end," 
says  Pieper,  whose  last  posting  was  in 
the  hotly  competitive  Japanese  medical- 
equipment  market.  If  he  succeeds, 
Tungsram  just  may  shine  again. 

By  Gail  E.  Schares  in  Budapest,  with 
Zachary  Schiller  in  Cleveland  and  Pat- 
rick Oster  in  Brussels 
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DRUGMAKERS  GET  A  TASTE 
OF  THEIR  OWN  MEDICINE 


The  balance  of  power  tips,  letting  big  buyers  dictate  terms 


Pliarmaceiitical  powerhouses  Merck 
&  Co.  and  Pfizer  Inc.  got  a  harsh 
dose  of  the  new  reahty  in  drug 
marketing  last  fall.  Fed  up  with  the 
drugmakers'  refusal  to  discount  prices. 
Group  Health  Cooperative  of  Puget 
Sound  ordered  its  doctors  to  stop  pre- 
scribing ail  but  an  essential  handftil  of 
the  companies'  drugs.  Instead,  the  Seat- 
tle-based health-maintenance  organiza- 
tion's half-million  members  would  get 


habits.  Drugmakers  that  once  raised 
prices  shamelessly  are  learning  how  to 
bargain  for  business.  They  are  building 
managed-care  teams,  schooled  in  finance 
along  with  science.  Some  are  cutting 
bloated  sales  staffs.  And  salespeople 
who  used  to  woo  doctors  with  luxury 
\  acations  and  fi'eebies  now  face  financial 
executives  who  want  data  on  cost-effec- 
ti\  eness.  "It  used  to  be  you  would  go  to 
the  office,  bring  some  samples,  and 


drugs  a\'ailal)le  for  man\'  older  key  p 
ucts,  buyers  are  pushing  them  to 
gain.  Merck  is  taking  the  threat  so  s 
ously  that  it  plans  on  Apr.  15  to  disp; 
its  president,  Richard  .J.  Markham 
Group  Health  in  Seattle  to  mend  fen 
Group  Health  says  it's  now  getting 
counts  from  Merck,  and  Pfizer  offic 
say  they  will  do  whatever  it  takes 
stay  competitive. 

Managed-care  providers  have  gr 
ing  leverage  to  dictate  terms.  Je 
Pierre  Garnier,  North  American  pr 
dent  of  SmithKline  Beecham  PLC,  ^ 
40%  of  his  company's  S2.5  billion  U 
drug  sales  go  to  managed-care  org 
izations.  An  estimated  60  million  An 
icans— more  than  a  third  of  the  priv; 
ly  insured  public— are  covered 
managed-care  groups,  according  to  ( 
sultant  SMG  Marketing  Group  Inc. 
those  ratios  swell  under  the  CHnton 
ministration's  plan  to  boost  mana: 


DEATH  OF  A  SALES  STRATEGY 


■  ^ 

I 

OLD  WAY 

NEW  WAY 

■  Blitzing  doctors  with 
calls  by  drug  salespeople, 
known  as  detailers,  bear- 
ing free  samples 

■  Incentives  including 
weekends  at  plush  re- 
sorts and  air-travel  cred- 
its for  each  prescription 

■  Studies  that 
demonstrate  producf^s 
scientific  merit  but  ig- 
nore cost-effectiveness 

■  Resisting  approved- 
drug  lists  among  health- 
care providers 


■  Minimal  time  with  do 
tors,  fewer  of  whom  war 
to  see  detailers  during  p 
tient  hours 

■  Freebies  siich  as  offic 
supplies  and  anatomical 
models,  usually  worth 
less  than  $100 

■  Studies  prepared 
under  guidance  of  in- 
house  economists  and 
wielded  by  MBAs 

■  Caving  in  to  discount 
demanded  by  tight-fiste( 
administrators 


■  Disguising  sales  pitch 
es  as  doctor  education 


h-       ■  WiiijSing  business  wil 
hardd|bta 

l!M!kl|ia«B|iI__^^^  _  _    .  •.. 


eciuivalent  drugs  irum  rivals  willing  to 
cut  prices  10%  to  2()'/c.  Adding  insult  to 
injury.  Group  Health  barred  both  com- 
panies' salespeople  from  all  its  facilities 
except  the  drug-purchasing  office,  pre- 
venting their  access  to  doctors.  "We 
said,  'If  you  gtiys  really  aren't  interested 
in  doing  business  with  us.  then  we're 
not  interested  in  doing  business  with 
you.' "  says  Peter  M.  Penna.  director  of 
pharmacy  for  the  HMO. 

For  the  first  time,  pharmaceutical 
buyers  iire  powerful  enough  to  change 
even  the  mightiest  manufacturei-s'  selling 


schmooze,"  says  Allien  Wertheimer. 
dean  of  pharmacy  at  the  Philadelphia 
College  of  Pharmacy  &  Science.  "Now 
you  have  to  sit  down  with  some  MBA 
or  a  committee  staring  at  you." 
MENDING  FENCES.  Merck  and  Pfizer  are 
reeling.  Until  very  recently,  the  drug- 
makers  could  get  away  with  offering  no 
or  minimal  discounts  because  health  care 
providers  had  few  alternatives  to  their 
many  proprietary  medicines.  In  cases 
where  they  invent  unique  treatments, 
pharmaceutical  companies  will  still  have 
the  upper  hand.  But  with  competing 


competition,  such  providers  will  w 
even  more  clout. 

A  growing  number  of  dinigmakers 
learning  that  price  is  becoming  a  p; 
mount  part  of  the  marketing  mix. 
example.  Merck  recenth-  had  to  discc 
one  of  its  star  drugs,  cholesterol-redi 
Me\  acor.  Many  managed-care  pro\1c 
draw  up  appro\-ed-drug  lists,  knowi 
formularies.  As  Bristol-Myers  Sqi 
Co.  has  made  inroads  with  its  chea 
cholesterol  buster.  Pravachol,  formul 
managers  have  threatened  to  mak 
the  preferred  brand.  To  shore  up  sa 
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The  inspiration  for  our  new  QubW)rld"seat. 


With  an  adjustable  lumbar  support,  a  newly  designed  footrest  and  the  privacy  of  side  headrests,  you'll 
think  you're  flying  on  cloud  nine.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 
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Merck  in  March  temporarily  lowered  its 
price  4.5%,  to  about  S44  for  a  month's 
supply.  Some  big  buyers  get  the  same 
amount  of  Pravachol  for  as  little  as  $41. 

Smith  Kline,  meanwhile,  is  using  price 
leverage  to  its  advantage.  In  the  mid- 
1980s,  its  ulcer  drug  Tagamet  was  pum- 
meled  by  Glaxo's  copycat  Zantac,  whose 
sales  force  described  Tagamet's  suppos- 
edly greater  side  effects.  Now  that  the 
drugs  are  known  to  be  nearly  identical, 
sales  turn  on  price.  SmithKline  has 
slowed  Tagamet's  slide  with  aggi-essive 
discounts  to  bulk  buyers. 

Frightened  drugmakers  are  watching 
California-l)ased  Kaiser  Permanente  HMO 
as  a  harbinger  of  things  to  come.  The 
group  reins  in  expenses  by  operating 
its  own  hospitals  and  clinics  and  em- 
ploying its  own  doctors  and  nurses  full 
time.  In  many  Kaiser  facilities,  drug 
salespeople,  or  detailers,  can't  see  Kaiser 
physicians  during  patient  hours  but  must 
offer  presentations  at,  say,  lunchtime. 
Free  samples  go  to  the  Kaiser  pharma- 
cy, not  to  doctors.  Detailers  may  pitch 
only  drugs  already  on  the  Kaiser  for- 
mulary and  must  sometimes  share  the 
podium  with  a  house  pharmacist  who 
boosts  competing  products.  For  instance, 
for  high-cholesterol  patients.  Kaiser 


might  recommend  over-the-counter  nia- 
cin, which  managed-care  buyers  get  for 
as  little  as  44<t  a  month. 

Drugmakers  are  finding  that  HMOs 
are  even  affecting  their  non-HMO  busi- 
ness. Thousands  of  private  physicians 
have  joined  preferred-provider  organ- 
izations that  share  the  HMOs'  cost-cutting 
fervor.  Notoriously  brand-loyal,  such  doc- 


"It  used  to  be  you  would  go  to 
the  office,  bring  samples,  and 
schmooze.  Now  you  have  to 
sit  down  with  some  MBA" 


tors  tend  to  prescribe  the  same  medi- 
cines for  their  private  patients  that  their 
PPO  sanctions. 

The  changes  could  have  a  silver  lining 
for  drugmakers.  HMOs  provide  a  bulk 
market,  saving  money  on  handling  and 
providing  a  predictable  revenue  stream. 
And  companies  that  inflated  their  sales 
forces  in  the  1980s  are  leveling  off  or 
downsizing.  Merck  has  cut  its  direct  de- 
tail force  some  8%,  to  about  2,500,  since 


the  fall  of  1991.  True,  some  sales])*',: 
were  moved  over  to  rapidly  gr<i' 
joint  ventures,  .such  as  with  Swc 
Astra,  but  new  staffing  is  being  in 
controlled.  Since  a  detailer  can  cost  i 
than  $125,000  a  year  in  salary,  com 
sions,  and  promotional  expenses, 
backs  can  save  a  bundle. 
NEW  SCRIPT.  Even  so,  pecsonal  call 
doctors  are  likely  to  remain  a  stapl 
drug  marketing— especially  v/hen  a  c 
pany  has  a  potent  new  drug  to  ; 
Says  Laurence  G.  Poll,  who  runs  a  p 
maceutical  marketing  MBA  progran 
St.  Joseph's  University  in  Philadelp' 
"Sales  reps  won't  die  out  in  the  199 
But  he  adds  that  plenty— 50  in  his  ! 
student  program  alone— are  scampei 
back  to  school  for  training  in  cost-el 
tiveness  along  with  science. 

For  detailers,  that's  a  far  cry  fi 
the  sales  techniques  of  the  past, 
about-face  by  the  drug  industry  is 
less  dramatic.  Drugmakers,  under 
gun  for  relentless  price  hikes  during 
1980s,  have  persuaded  few  people  1 
the  rises  were  justified.  Now,  they 
learning  that  effective  products  at 
sonable  prices  are  a  much  easier  sel 

By  Joseph  Weber  in  Philadelphia,  ; 
Sunita  Wadekar  Bhargava  in  Neu-  Yi 
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The  American  Graduate  School  Of  International  Management 


The  increasing  globalization  nt  the  business  sector  has  created 
a  growing  need  tor  managers  who  understand  the  international 
aspects  of  both  their  firm  and  their  industry'. 

This  has  led  to  the  establishment  of  the  niunderbird 
Executive  Education  Center  where  a  variety'  o\  educational 
programs  are  offered  to  help  you  develop  effective  management 
skills  and  an  understanding  of  how  to  operate  in  a  global 
marketplace. 

Some  of  the  programs  offered  by  the  Executive  Education 
Center  include: 

•  Executive  Master  of  International  Management  Degree  - 

Two  year  program  on  alternate  weekends 


•  Executive  Development  Programs  -  International 
management  topics  and  industn,'-specilic  programs 

•  Tailored  Programs  &  Intensive  Language  Training  -  One 

day  to  one  semester,  on  campus  or  in  company, 
ten  languages 

»  Thunderbird  International 
Consortium  -  A  coopcrati\'e.  educational 
alliance  of  global  firms 

Tap  the  resources  of  an  institution 
that  has  been  dedicated  to  international 
management  education  since  1946. 
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HOCKEY  I 


HOCKEY'S  NEW 
PLAYMAKER 


Gary  Bettman's  goal:  Winning  a 
mass  audience  for  the  NHL 


Watching  Gary  Bettman  work 
can  be  as  dizzying  as  watch- 
ing a  hockey  puck  carom 
around  the  ice.  One  moment  he's  dash- 
ing into  an  oi^ice;  the  next,  he's  striding 
down  a  corridor  waving  a  stack  of  pa- 
pers. Then,  a  whirlwind  chat  with  his 
secretary  sends  him  racing  behind  his 
desk  where  he  returns  a  couple  of  phone 
calls  before  running  into  another  meet- 
ing. "Gary  is  a  peripatetic  workaholic," 
says  Bettman's  old  boss,  David  J.  Stern, 
commissioner  of  the  National  Basketball 
Assn.  "There's  no  amount  of  work  he 
doesn't  happily  take  on." 

As  the  new  commissioner  of  the  Na- 
tional Hockey  League,  Bettman.  40,  may 
have  found  nirvana.  After  all,  he's  get- 
ting paid  $1  million  a  year  to  lift  the  76- 
year-old  \HL  into  the  big  league  of  pro 
baseball,  football,  and  basketball.  And 
there's  nothing  in  his  way— except  the 
xhl's  insular  culture,  warring  players 
and  owners,  and  lowbrow  image. 

Bettman's  l)iggest  challenge  is  boost- 
ing the  26-team  xhl's  public  profile. 
"Right  now,  major-league  hockey  is 
underestimated  and  underappreciated," 
Bettman  says.  And  underwatched:  Hock- 
ey is  the  only  major-league  sport  with- 
out regular-season  exposure  on  one  of 
the  Big  Three  television  networks. 
COBWEB  SWEEPING.  So  Bettman  is  work- 
ing to  make  the  game  more  accessible. 
Next  year,  the  NHL  will  bid  farewell  to 
its  Campbell  and  Wales  conferences  and 
realign  its  teams  into  the 
more  straightforward  East- 
ern and  Western  confer- 
ences. And  the  new  com- 
mish  is  brainstorming  ways 
to  make  the  game  more 
television-friendly.  Under 
consideration:  electronic  en- 
hancements to  make  the 
puck  show  up  better, 
souped-up  audio,  and  mo- 
bile overhead  cameras. 
"The  technology  of  televi- 
sion should  work  hand-in- 
hand  with  Bettman,"  says 
Kevin  O'Malley,  vice-presi- 
dent for  sports  program- 
ming at  Turner  Broadcast- 
ing System  Inc.  "Hockey's 
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BEfTMAN:  TAKING 
ON  THE  SPORT'S 
IMAGE  PROBUMS 


a  great  spectator  sport,  and  he  should 
be  able  to  translate  that  to  television." 
The  XHL  isn't  famous  for  putting  ag- 
gressive promoters  at  the  helm.  Under 
former  President  John  A.  Ziegler  Jr., 
who  resigned  after  the  1991-92  season, 
the  XHL  missed  the  1980s'  sports  boom, 
making  little  effort  to  expand  its  audi- 
ence. In  1988.  to  take  a  prime  example, 
the  league  ditched  ESPX  for  a  three-year 
run  with  SportsChannel  America.  The 
deal  brought  the  XHL  $51  million  but 
sliced  viewership  from  50  million  to  9 
million  overnight.  Last  year,  the  league 
accepted  $80  million  over  five  years  to 
return  to  ESPX,  which  reaches  virtually 
every  cable-TV  household  in  the  U.  S. 


BASEBALL 

$ 


HOW  MUCH  YOU  HAVE  TO 
PAY  If  YOU  WAHT  TO  PLAY 

Mosf  recent  entry  fees  for  expansion  franchises 


This  isn't  the 
time  Bettman  has  ' 
to  sweep  the  cob\ 
off  a  sport.  Whei 
signed  on  with  the 
in  1980,  the  league 
scraping  bottom.  I 
scandals  had  tarni 
its  image,  four  t( 
were  near  bankru] 
and  players  and  ow 
were  at  war.  Bett 
was  Stern's  point 
in  cleaning  up 
league,  institutin; 
drug-testing  and  rel 
itation  progi-am,  an( 
gotiating  the  landi 
salary  cap  that  bro 
financial  stability  to 
ketball.  And  above 
says  Charles  Grant 
executive  director  o 
x'BA  Players  Assn.,  , 
man  understood 
need  for  "proper  ma 
ing  of  the  players." 
DISNEY  TIE^N.  Befoi 

can  market  the  > 
stars,  though,  he'll 
to  earn  their  good 
Hockey  players  are  deeply  suspicio 
the  owners,  and  their  strike  last 
nearly  forced  the  cancellation  of 
Stanley  Cup  playoffs.  Another  roui 
labor  negotiations  starts  next  fall, 
the  union  already  warning  that  it  w 
more  than  just  an  XBA-style  reve 
sharing  arrangement.  "You  just  i 
take  the  XBA  template  and  flip  it  o 
says  Bob  Goodenow,  head  of  the 
Players  Assn.  At  the  top  of  the  pla 
agenda:  overhauling  the  NHL's  pei 
plan,  liberalized  free-agency  rules, 
substance-abuse  programs. 

Labor  peace  would  clear  the  wa; 
an  all-out  push  to  conquer  the  1 
heartland.  It's  no  accident  that  the 
ers  of  the  two  ne' 
franchises  in  the  XHL 
Blockbuster  Entertain) 
Chairman  H.  Wayne 
izenga  and  Walt  Di; 
Co.     Huizenga,  w 
team's  home  ice  will  I 
Miami,   is  looking 
ways  of  promoting  ho 
through  his  Blockbu 
Video  stores.  And  Di 
intends  to  name  its  s( 
after  the  team  in  its 
hockey  film.  The  Mi 
Ducks.  That  should 
Bettman  get  all  his  di 
er  pucks,  in  a  row. 

By  Ron  Stodghill  I 
New  York 
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SPORTS  Bl 


Finally,  there's  a  plain  paper  fax 
that's  within  your  reach. 


ntroducing  the  affordable  Canon  FAXPHONE""  B70 
Bubble  Jet^"  facsimile. 

Everything  you've  ever  wanted  in  a  high  quality 
It  sheet  plain  paper  fax  is  here.  Only  now,  it's 
fordable. 

The  new  personal  FAXPHONE  B70  offers 
anon's  patented  Bubble  Jet  technology  with 
50  X  360  dpi  to  give  you  laser  quality  output. 

What's  more,  Canon's  exclusive  UHQ'"  imaging 


technology  lets  you  send  text  and  multi-toned  graphics 
that  are  virtually  indistinguishable  from  the  original. 

And  with  its  unique,  upright  design,  it  takes  up 
very  little  space. 

So  whether  you  do  business  from  your  home  or 
office,  you  can  count  on  the  dependability  of  Canon, 
the  number  one  choice  in  plain  paper  fax. 

For  more  information  on  the  FAXPHONE  B70, 
simply  reach  for  your  phone  and  call  1-800-4321 -HOP. 


"l  I  .ini.n  USA,  liK  Hume  OHia'  Pr..iiuas  D.vim.ii 
I  jm.n  PIki,  Like  Success.  NY  1 11142 
ur  .inJ  FAXPHONE  m  reRisitrd  rrajemjrks  cit  ( ,i 
hit  Jcr  ,inil  UHQ  arc  trademarks  ol  I  jnon,  Inc 


FAXPHONE  B70 

BUBBLE  JET  FACSIMILE 


Canon 


TRAINING  I 


FROM  HIGH  SCHOOLS 
TO  HIGH  SKILLS 


A  national  apprenticeship  program  is  starting  to  take  shape 


The  racket  is  deafening  as  machinist 
Jeff  Himes  helps  his  llth-grade  pu- 
pil, Chad  Yoder,  bore  holes  in  a 
truck  engine  exhaust  manifold.  This  two- 
day-a-\veek  tutorial  in  applying  math 
and  computer  skills  to  production  isn't 
part  of  a  machine-shop  class.  Himes  and 
Yoder  are  on  the  floor  of  Donsco  Inc.'s 
foundry  in  Wrightsville,  Pa.  And  the 
lesson  is  far  from  academic.  If  all  goes 
well,  when  Yoder,  17,  finishes  his  train- 


workers  and  the  economy.  It  boosts  un- 
employment, lowers  wages,  and  leaves 
employers  with  applicants  who  are  in- 
creasingly ill-equipped  for  even  entry- 
level  jobs.  The  solution,  many  experts 
say,  is  an  apprentice  system  like  Ger- 
many's, which  fuses  the  last  years  of 
high  school  and  the  first  years  of  work. 

President  Clinton  ran  on  a  platform 
that  called  for  just  that,  and  now  the 
outlines  of  what  he  will  do  are  emerg- 


dations  have  initiated  similar  efforts  i 
today  include  just  2,000  or  so  stucii 
at  some  250  companies,  accordin 
Jobs  for  the  Future,  a  Boston  clea 
house  for  apprenticeship  programs, 
ton's  program  will  encourage  ex] 
ments  to  see  what  works  bes 
different  schools  and  labor  markets, 
cause  local  needs  make  one  appr 
more  feasible  than  others,  the  Adm 
tration  must  focus  on  a  broad  ranj 
school-to-work  programs,  not  just  or 
prenticeships,"  says  Robert  J.  Ivr 
training  expert  at  Manpower  Dei 
stration  Research  Corp.,  a  New 
group  that  analyzes  training  progra' 
FLEXIBILITY  IS  KEY.  Even  with  that  1 
of  flexibility,  creating  a  national  ; 
gram  will  entail  solving  a  host  of  p 
lems  that  Washington  is  just  begini 


thai 


ing  and  his  regular  schoolwork,  which 
has  been  redesigned  to  fit  into  three 
days  a  week,  a  job  will  be  waiting  for 
him  at  Donsco  or  another  plant  that 
needs  sophisticated  metalworking  skills. 
"I  never  got  the  opportunity  these  guys 
are  getting,"  says  Himes. 

Twenty  years  ago,  a  non-college-l)ound 
student  such  as  Yoder  wouldn't  have 
needed  a  helping  hand  to  land  a  well- 
paying  assembly-line  job.  But  as  technol- 
ogy and  global  competition  drive  up  skill 
levels,  a  high  school  diploma  won't  get 
many  young  workers  onto  a  career  lad- 
der anymore.  Today,  many  of  the  20 
million  16-to-24-year-olds  who  skip  col- 
lege bounce  from  one  dead-end  job  to 
another  until  they  hit  their  mid-  to  late 
20s.  This  is  a  big  drain  on  both  U.  S. 


ing.  Given  tight  federal  bud- 
get constraints,  his  proposed  program 
is  modest:  $270  million  in  fiscal  1994, 
rising  to  $500  million  after  that.  Still, 
the  Administration  hopes  to  leverage 
these  funds  Ijy  using  them  as  seed  mon- 
ey for  getting  states  and  school  districts 
to  set  up  local  progi-ams  with  employers 
and  industry  groups  (table).  Officials  at 
the  Labor  and  Education  Depts.,  which 
are  jointly  responsible  for  the  program, 
hope  to  develop  such  efforts  into  a  pro- 
gram of  national  proportions  by  2000. 

The  Administration's  plan  will  start 
by  expanding  experiments  similar  to 
Donsco's,  which  the  Pennsylvania  Com- 
merce Dept.  launched  in  1990  with  local 
school  districts.  In  the  past  few  years,  a 
dozen  states  and  several  nonprofit  foun- 


?9edegree 


1(1 

confront.  For  in- 
stance, a  German-style  system  for  tl 
million  U.  S.  teens  who  don't  go  to 
lege  annually  could  cost  at  least  $12 
lion  a  year,  estimates  Anthony  P.  Ca 
vale,  chief  economist  at  the  Amer 
Society  for  Training  &  Developmen 
trade  group  in  Alexandria,  Va.  Wli 
more,  for  the  apprentice  concept  to 
come  widely  accepted,  proponents  n 
convince  students  and  parents  that  i 
won't  be  shuttled  permanently  into  h 
collar  vocations  that  rule  out  a  white 
lar  career— a  typical  complaint  about 
German  system.  "The  German  appro 
perpetuates  a  class  system,"  says  Eii 
Appell)aum,  an  economist  at  the  I 
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Richard  Dysart 


Gardener,  Actor 


"Filming  can  take  a  lot  out  of  you. 
Gardening  puts  it  back.  Its  rewards  are  many.  Its  bountiful 
beauty  nourishes  my  body  and  my  soul. 

My  dad  loved  his  garden.  He  introduced  me  to  Miracle-Gro 
many  years  ago.  I've  been  using  it  ever  since." 


lor 

ALL  FLOWERS 
AIL  VEGETABLES 
ALL  GARDEN  PLANTS 


Miracle-Gro 


FOCUS  YOUR 
BUSINESS  CAREER 
FOR  A  CHANGING  WORLD 


For  information,  please  contact: 

MBA  Admissions  Office 
EAP  Paris 

i  ave  de  la  Porte  de  Champerret 
75838  Paris  Cedex  17 
Phone:  (+33  1)44  09  33  32 
Fax:  (+33  1)44  09  33  35 

EAP  Oxford,  12  Merton  Street 
Oxford  0X1  4JH 
Phone:  (+44  865)  7245  45 
Fax:  (+44  8i5) 25  I9  60 

EAP  Beriin 

Europa  Center,  Breitscheidplatz 
1000  Berlin  30 
Phone:  (+49  30)  254  80  20 
Fax:  (+49  30)  254  80  231 

EAP  Madrid 

Arroyofresno,  1 , 28035  Madrid 

Phone:  (+34  1)38  62  511 

Fax:  (+34  1)37  39  229  \ 


For  twenty  years  EAP  has  run  leading  edge  management 
programmes  from  four  learning  centres  In  Europe. 

The  joint  expertise  and  resources  of  these  learning  centres 
combine  to  make  EAP  a  leader  in  multicultural  management 
development  In  Europe. 

EAP's  European  MBA  focuses  on  developing  the  leadership 
skills,  attitudes  and  business  knowledge  to  operate  across 
Europe  and  around  the  world. 

This  Is  the  focus  that  more  and  more  companies  are  looking 
for.  The  focus  that  you  will  require  to  build  your  career 
potential.  EAP's  European  MBA  provides  this  focus 
through  its  International  curriculum,  faculty  from  14 
countries,  multinational  student  body  and  European  Project. 

If  you  want  to  shape  your  career  to  meet  the  challenges  of  a 
complex  and  changing  business  world,  join  our  one  year,  full 
time  European  MBA  In  Paris. 


4l 


aMBrc-E  DE  COMMERCE  EI  D  INDUSTRIE  DE  PARIS 


£AP  Oxford  ond  EAP  fAadn^  offer  pan  Vme 
versions  of  the  European  M&A  programme 

EAP  IS  a  'Crande  Ecole'  in  France  and  has 
university  status  in  Germany 


"A  rich  study  of  the  strategic  and  operational  dimensions 
of  this  important  business  phenomenon  .  .  .  Companies 
can  benefit  greatly  from  the  thorough  and  thoughtful 
review  of  issues  in  the  leverage  of  information  technology 
in  the  reengineering  of  work." 

— Benn  R.  Konsynsid,  Sloan  Management  Review 
"Opens  up  new  creative  options  to  business  leaders  in 
thinking  through  quantum  improvements." 
— GaryT.  DiCamillo,  President,  U.S.  Power  Tools, 
Black  &  Decker  Corporation 

PROCESS  INNOVATION 

Reengineering  Work  Through  Information  Technology 
Thomas  H.  Davenport 

Ernst  &  Young  Center  for  Information 
Technology  and  Strategy  $29.95 

Harvard  Business  School  Press 

^   Boston,  MA  02163  1-800-545-7685  368a 


ace 


nomic  Policy  Institute,  a  liberal  Washii 
ton  think  tank  whose  founders  inclu 
Labor-  Secretary  Robert  B.  Reich. 

One  reason  for  such  concerns  is  tY 
apprenticeships  involve  extensive  tra 
ing  almost  exclusively^in  a  particul 
skill.  U.  S.  programs  traditionally  ha 
aimed  to  teach  a  craft,  such  as  carpt 
try.  And  the  Administration's  versi 
i-esembles  the  German  model,  which  t 
gets  teenagers  still  in  school.  The  ifS 
ministration's  goal:  to  integi-ate  on-tl 
job  training  with  a  new  high  sch( 
cun-iculum  that  combines  technical  cla 
es  and  traditional  subjects. 
SKILL  CiRTIFICATES.  A  key  step  in  CI 
ton's  plan  is  to  get  employers  and  edu 
tors  to  devise  standards  for  skills  ne( 
ed  to  perform  jobs  in  various  industri 
Then,  schools  and  companies  will  set 
apprenticeships  aimed  at  teaching  th( 
skills.  After  up  to  foui"  years  of  schooli 
and  training  in,  say,  appliance  repj 
students  will  receive  a  certificate  of  cc 
petency  in  that  occupation.  Employs 
will  be  encouraged  to  incorporate  t 
certificates  into  hiring,  pay,  and  pror 
tion  policies. 

"We  hope  this  will  lead  to  a  certifie 
that  companies  will  recognize,  the  wa; 
journeyman  plumber's  [credentials]  i 
recognized,"  says  James  D.  Burge, 
rector  of  government  affairs  at  Moto 
la  Inc.  Burge  is  helping  to  develop  si 
standards  for  the  American  Electron 
Assn.,  which  received  a  $300,000  gr£ 
last  year  from  the  Bush  Administratii 

Beyond  that,  the  challenge  will  be 
devise  programs  that  teach  skills,  si 
as  metalworking,  without  shutting  ( 
professional  aspii'ations.  In  Germany, 
year-olds  on  a  technical  track  begir 
three-year  apprenticeship  that  incluc 
classes,  on-the-job  training,  and  an  ex; 
resulting  in  a  certificate.  While  this  ! 
proach  leads  to  high  skill  levels,  it  a 
makes  it  difficult  to  switch  tracks.  0 
possible  solution  that  Education  and  1 
bor  are  considering:  expand  apprenti 
ships  to  include  a  yeai"  or  two  of  comn 
nity  college,  which  would  make  it  eas 
to  switch  to  a  four-year  college.  "1 
need  to  think  in  terms  of  a  combinati 
of  academic  work  and  on-the-job  tra 
ing,"  says  Marc  S.  Tucker,  president 
the  National  Center  on  Education  &  t 
Economy,  a  Rochester  (N.Y.)  think  tai 

In  short,  though  most  people  m 
think  of  an  apprenticeship  simply 
learning  a  skill,  it  increasingly  must 
volve  school  reform  as  well.  Such  p: 
grams  will  take  years  to  set  up.  E 
there  may  be  no  alternative  if  studei 
such  as  Chad  Yoder  are  to  become  b 
ter  prejjared  for  the  real  world  of  wc 
than  they  could  in  the  traditional  hi 
school  machine  shop. 

By  Christina  Del  Valle  in  Washingt 
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Zero  in  on 
die  top  1,000 

prospecte 
in  your  area. 


t's  all  here  on  one  Businpss  Week 
<ead-Finder  \hskeUe.  The  sales 
^ad  information  you  need  on  the 
,000  largest  companies  in 
our  metro  area: 


Company  name 
Address 

Type  of  business 
Sales  ranges 
Employee  ranges 
Phone  numljer 
Contact  name 
(where  available) 


i 


i 


3 


r 


At  the  touch  of  a  key 
you  can: 

•  Rank  and 
sort  companies 
•  Print  re|)orts 
and  mailing  labels 
•  Download  into 

your  own  database 
management  or 
word  |>rocessing 
system. 


he  Business  Week  Lead-Fincler  progi  am  is 
ompiled  by  Database  America  —  a  leader  in 
he  field  of  business  lists  —  with  sek^  ted 
egments  researched  anti  verified  by 
Standard  &  Poor's. 

Phe  program  is  available  for  each  of  the  300 
J.S.  major  metropolitan  areas.  Customized 
ersions  are  available  as  well. 


Tai  geting  your  best 
prosj)ects  has  never 
been  faster,  easier  or 
more  affordable. 


In  fact,  the  standard  Business  Week  Lead-Finder 
cUskette  costs  only  $149.00  U.S.  doUars. 


For  ordeiTiig  information  call 
1-800-545-0411. 


BusinessW^k 


Lead-Finder 


P.O.  Box  518,  De[)t.  100,  Montvale,  NJ  07645-0518  FAX:  201-476-2419 
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Investing 


THE  HOT  FOREIGH  WIARKET 
RIGHT  HEXT  DOOR 


If  you're  worried  that  Wall 
Street's  rally  is  losing  mo- 
mentum, now  is  an  ideal 
time  to  take  a  fresh  look  at 
foreign  markets.  One  of  the 
most  promising  is  right  next 
door:  the  Toronto  Stock  Ex- 
change. The  TSE's  300  Com- 
posite Index  rose  7.5%  in  the 
first  quarter,  nearly  double 
the  gain  posted  by  the  Stan- 
dard &  Poor's  500-stock  in- 
dex. And  many  analysts  be- 
lieve it's  only  the  beginning 
of  a  sustained  bull  market. 
Toronto  should  outperform 
U.  S.  mai'k-ets  "for  the  next 
two  to  thi'ee  years,"  predicts 
Alexander  Christ,  chairman  of 
Mackenzie  Financial,  a  Toron- 
to mutual-fund  company. 

With  the  TSK  trailing  II.  S. 
exchanges  through  much  of 
the  past  decade,  until  recently 
Toronto  was  about  the  last 
place  Americans  wanted  to  in- 


vest. Over  the  past  three 
years,  Canadian  stocks  have 
been  hammered  by  weak  com- 
modity prices,  a  recession  that 
hit  Canada  far  harder  than 
the  U.  S.,  and  a  massive  re- 
structuring of  industry.  The 
upshot  is  that  Toronto  is  one 
of  the  few  markets  that 
haven't  fully  recovered  from 
the  1987  crash.  Even  after  the 
strong  fir-st  quarter,  the  TSE 
300  is  hovering  around  3600, 
well  l)elf)w  its  August,  1987, 
record  high  of  4112.86. 

That's  another  way  of  sug- 
gesting many  TSP:  .stocks  are 


VANADA  SHOULD 
OUTPERFORM  THE  U.S. 
FOR  THE  NEXT  TWO 
OR  THREE  YEARS 


underpriced,  especially  com- 
pared with  their  American 
counterparts.  Subodh  Kumar, 
chief  strategist  at  Wood 
Gundy,  estimates  the  TSE  is 
trading  at  about  14  times  pro- 
jected 1993  earnings,  vs.  17 
times  for  the  S&F  500. 

Kumar  and  other  analysts 
l)elieve  a  dramatic  improve- 
ment in  funflamentals  is  pav- 
ing the  way  for  a  resurgence 
in  values.  For  starters,  the 
Canadian  economy  is  now 
climbing  out  of  recession  and 
is  expected  to  grow  3%  this 
year.  That  should  help  pro- 
fluce  a  healthy  rise  in  corpo- 
rate profits. 

RECORD  TRADING.  Meanwhile, 
falling  interest  rates  are 
sparking  a  major  move  back 
into  ecjuities.  The  trend  is  so 
strong  that  the  TSE  set  new 
trading  records  in  March. 
Even  the  political  outlook  is 


improving.  Until  Februar 
looked  as  if  Canada's  ri 
Progressive  Conservative 
ty  was  heading  for  a  cr 
ing  defeat  in  this  year's 
tional  elections.  But  s 
Prime  Minister  Brian  Mul 
ey  announced  he  would 
I'un  again,  his  party's  cha 
have  improved  enormousl 
Con.servative  victory  "w 
be  worth  hundreds  of  po; 
in  the  market,  says  Mic 
(Iraham,  director  of  pri\ 
client  investment  at  Mid 
Walwyn. 

Kumar  figures  the 
could  hit  3900  by  yeari 
with  a  total  return,  inclui 
dividends,  of  20%— more  ' 
double  what  he  expects  f 
the  s&p  500.  And  many 
lysts  think  that  the  TSE 
build  on  those  gains  in 
next  two  years,  as  a  w 
recovery  fuels  price  inci 
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the  commodities  Canada 


easiest  way  for  Amer- 

( )  get  in  on  the  action  i.s 
,  one  of  the  few  mutual 

liiat  speciahze  in  Cana- 
ccurities,  such  as  P'^idel- 
.iiiada  and  Mackenzie 
la  funds.  Both  far  out- 
)('fl  the  average  return 
>i  over  3%  posted  by 
(■(juity  funds  in  the  first 
Fidelity  Canada  was 

1%;  MacKenzie's  fund 
,i  26.6%. 

almost  as  easy  to  as- 
!r  your  own  portfolio. 
21 K)  Canadian  stocks  are 

(in  one  of  the  three 
l  ork  exchanges.  Any  big 
l»rokerage  could  place 

orders  for  hundreds 
listed  only  on  the  TSE. 

RAL  RESOURCES.  In  con- 
vvith  U.  S.  markets,  the 
s  heavily  skewed  toward 
"al-resource  stocks.  Most 
'sts  expect  at  least  some 
)rs  to  outperform  the 
;et  as  a  whole.  In  the  for- 
roducts  industry,  lumber 
already  surged,  but  pulp 
paper  "are  about  to  do 
1  better,"  says  Jim  Doak, 
arch  director  at  Scotia 
eod  Inc.  He  recommends 
companies  in  this  field: 
Vlillan  Bloedel  and  Abiti- 
)i  'ice. 

iiergy  stocks  are  another 
a  rile,  thanks  in  part  to  the 


THE  PROS'  CHOICES  IN  CANADA 


Company/Industry 

Prke 

U.S.  Dollars 

High/Low 

(Apr.  8, 1993) 

Price/Earnings* 

(52  week) 

ADiiiDi  rni^E 

FOREST  PROOUnS 

$1 1.50 

30 

RAMk  t\f  MnNTDF&l 
DAriiv  ur  muninCAL 

BANKING 

18  70 

lOti  V 

10 

r&NiniAH  IMPFDIil 
^MIiHUIAn  IIYlrCKIAL 

BANK  OF  COMMERCE 

BANKING 

21.90 

9 

CANADIAN  PACIFIC 

CONGLOMERATE 

15.30 

15.50/10.80 

22 

HUDSON'S  BAY  CO. 

RETAILING 

28.20 

28.20/20.40 

13 

MACMILLAN  BLOEDEL 

FOREST  PRODUCTS 

15.10 

16.30/12.50 

19 

NORANDA  INC. 

RESOURCES 

16.50 

16.50/11.90 

70 

PANCANADIAN  PETROLEUM 

OIL  AND  GAS 

33.60 

33.60/19.20 

16 

RENAISSANCE  ENERGY 

OIL  AND  GAS 

21.70 

21.70/10.50 

45 

ROGERS  COMMUNICATIONS 

CABLE  TV 

13.80 

14.20/10.20 

N/A 

ROYAL  BANK  OF  CANADA 

BANKING 

20.70 

21.30/17.20 

12 

'  Based  on  projected  1 993  earnings     N/A-Not  applicable 

DATA:  WOOD  GUNDY  INC,  lORONTO  STOCK  EXCHANGE 


improving  outlook  for  natural 
gas.  But  Philip  Heitner,  re- 
search director  at  Nesbitt 
Thomson  Inc.,  suggests  focus- 
ing on  midsize  producers 
"who've  been  performing  es- 
pecially well."  His  favorites 
include  Renaissance  Energy, 
Total  Canada  Oil  &  Gas,  and 


Elan  Energy.  For  a  broader- 
based  play  on  a  resource  re- 
covery, you  might  consider 
the  stock  Graham  says  is 
"tailor-made  for  a  world  eco- 
nomic recovery":  diversified 
resource  giant  Noranda. 

Beyond  resource  stocks, 
George  Domolky,  portfolio 


manager  of  the  Fidelity  Cana- 
da Fund,  is  high  on  the  re- 
tailer Hudson's  Bay.  He  also 
likes  Rogers  Communications, 
a  major  player  in  the  cable- 
television  and  cellular-phone 
industries. 

Finally,  many  analysts  sug- 
gest taking  a  flyer  on  the  big 
Canadian  banks.  They  were 
clobbered  by  loan-loss  provi- 
sions during  the  recession  as 
a  result  of  enormous  bets  on 
real  estate— notably  projects 
by  developer  Olympia  & 
York.  But  with  the  write- 
downs behind  them,  the 
stocks  are  set  to  improve. 
Ben  Joyce,  chief  equities 
strategist  at  Burns  Fry,  likes 
Canada's  Big  Three:  Royal 
Bank  of  Canada,  Canadian  Im- 
perial Bank  of  Commerce,  and 
Bank  of  Montreal. 

Analysts  don't  see  much 
currency  risk  for  Americans. 
With  the  Canadian  dollar 
worth  around  80<P  U.  S.,  "it 
has  found  its  equilibrium," 
says  Fidelity's  Domolky.  But 
there  are  other  potential  pit- 
falls in  investing  up  north.  A 
hung  Parliament  or  fallout 
from  Canada's  huge  govern- 
ment debt  burden  could  de- 
press the  market.  Even  so, 
things  haven't  looked  this 
promising  in  Toronto  for 
years.  And  there's  still  time 
for  American  investors  to  join 
the  party.    William  Symonds 


\m  STOCKS  THAT  GET  A  LIFT 
FSOMTHE  GREENBACK 


Iiionto  isn't  the  only  for- 
■Yj-n  market  worth  investi- 
.  The  rise  in  the  dollar 
l  ar  has  spurred  inter- 
'.  Ill  European  issues— espe- 
y  ones  with  earnings  from 
).  operations  or  exports. 
■  strategy  derives  from  a 
ic  principle  of  foreign  ex- 
iige:  The  stronger  the  dol- 
the  more  local  currency 
itches.  So  when  the  green- 
k  rises,  dollar-denominat- 
revenues  are  worth  more 
nds,  marks,  or  francs. 
^0  qualify  as  "dollar-sensi- 
?,"  at  least  one-third  of  a 
ipany's  income  should  ac- 
e  from  dollars.  Easiest  to 


spot:  companies  that  run  self- 
contained  operations  in  the 
U.  S.  For  example,  Ahold,  a 
Dutch  concern  listed  on  the 
NASDAQ  exchange,  derives 
50%  of  its  sales  from  its 
American  supermarket  chains. 
Aegon  Insurance,  a  NYSE  list- 
ing, gets  35%  of  its  premi- 
um income  from  Ameri-  . 
can  operations. 
BEDROCK.  How  can  . 
U.  S.  stock  pickers  k 
profit  by  this?  Ana-  I 
lysts  figure  the  I 
boost  from  dollar-de- 
nominated revenues 
will  cause  share  prices 
to  increase  and  may  even 


spur  companies  to  raise  divi- 
dends. So  investors  stand  to 
gain,  even  if  some  of  those 
gains  are  offset  by  further  de- 
preciation of  European  cur- 
rencies against  the  dollar. 

The  fundamentals  of  a  com- 
pany remain  the  bedrock  on 
which  any  dollar  play  rests. 
Many  analysts  find  Royal 
Dutch/Shell  Group  desirable 
because  U.  S.  operations  have 
slashed  costs  by  closing  refin- 
eries. Paul  Walton,  market 
strategist  at  London  broker 
James  Cap- 
el,  also 


likes  British  drugmaker 
Glaxo.  Despite  a  recent  fall, 
he  feels  the  outlook  for  phar- 
maceuticals remains  strong. 

Many  European  stocks 
trade  on  U.  S.  exchanges,  ei- 
ther directly  or  as  American 
depositary  receipts  (ADRs). 
But  some  companies  trade 
only  on  their  home  exchanges. 
Any  multinational  brokerage 
can  handle  orders  for  such 
stocks.  Opening  an  account 
with  a  European  broker  isn't 
as  complex  as  you  might 
think.  Capel  (Oil  44  71  621 
0011)  and  Pierson,  Heldring 
&  Pierson  of  Amster- 
dam (Oil  31  20  521 
1124)  are  accustomed 
to  dealing  with  Amer- 
ican investors.  And 
the  Amsterdam  bro- 
kers will  even  send 
out  its  statements  in 
English.      Patrick  Oster 
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erSQnal  Business 


K('(;ycling 

REaCLING  THE 
OFFICE— WALLS 
AND  ALL 


As  the  keeper  of  any  of- 
fice-supply closet  can 
tell  you,  the  work- 
place is  a  very  wasteful  envi- 
ronment. But  now,  as  Ameri- 
ca prepares  to  celebrate  the 
23rd  Earth  Day,  on  Apr.  22, 
businesses  are  discovering 
that  the  three  Rs— recycling, 
reusing,  and  reducing— apply 
to  a  lot  more  than  copy  paper 
and  cans  from  the  vending 
machine.  "It  has  gone  from  a 
feel-good  issue  to  a  bottom- 
line  issue,"  says  Joel  Makow- 
er,  publisher  of  the  monthly 
Green  Business  Letter  (800 
955-4733;  $97  a  year)  and 
author  of  The  E  Factor:  The 
Bottom-line  Approach  to  Envi- 
ronmentally Responsible  Busi- 
ness. "If  you  minimize  waste 
and  maximize  resource  effi- 
ciency, you  can't  help  but  im- 


prove profitability,"  he  adds 

Today,  offices  use  items 
that  couldn't  be  recycled 
a  few  years  ago.  Take 
toner  cartridges  for  laser 
printers  and  copiers. 
Even  in  this  electronic 
age,  paper  copies  are  a 
must,  so  most  offices  go 
through  boxloads  of  car- 
tridges, which  cost  $100 
to  $130  each.  But  you  can 
prevent  those  spent  car- 
tridges from  clogging 
landfills  and  cut  costs  by 
utilizing  such  companies 
as  New  York's  Spring- 
Point  Corp.  that  contract 
to  collect  and  replace  the 
inside  works,  saving  you  as 
much  as  30%  over  the  cost  of 
new  cartridges.  The  Interna- 
tional Cartridge  Recycling 
Assn.  (202  857-1154)  can  guide 
you  to  recyclers  in  your  area. 
PANEL  FACE-LIFT.  The  trick  to 
substantially  reducing  waste 
in  your  office  may  be  expand- 
ing your  notion  of  what  recy- 
cling means.  For  example, 
several  companies  refit,  re- 
paint, and  repair  old  chairs, 
cubicles,  panels,  and  parti- 
tions. The  resulting  products 


cost  30%  to  50%.  less  than 
equivalent  new  equipment.  "A 
lot  of  the  panel  cubicles  will 
ugly  out  before  they  wear 
out,"  says  Mark  Reed,  vice- 
president  for  sales  at  ReGen- 
esis,  a  company  in  Fort  Worth 
that  gives  old  office  furniture 
a  second  lease  on  life.  It's  of- 
ten just  a  matter  of  putting 
new  fabrics  over  old,  he  says. 

Obsolete  computers,  tele- 
phones, and  other  equipment 
that  you  no  longer  need  can 
still  be  recycled,  in  a  manner 


of  speaking.  Gifts  in 
America,  based  in  Arlin 
Va.,  (703  836-2121)  is  o 
several  organizations  tha 
match  your  out-of-date  e 
ment  with  a  charity  or 
profit  group  that  neec 
There's  also  a  brisk  secoi 
market  for  old  telephont 
tems.  Call  the  North  A 
can  Telecommunications 
(202  296-9800)  to  track 
a  broker  in  your  area 
can  find  a  new  home  for 
old  phones.        Julie  T 


Suddenly,  gold  bugs  are 
crawling  out  of  the  wood- 
work. In  the  first  quarter,  in- 
vestors came  pouring  into 
gold  mutual  funds,  which  re- 
warded them  with  double- 
digit  returns.  Gold-mining 
stocks  were  up  an  average 
23%  for  the  period,  compared 
with  just  4.37%  for  the  Stan- 
dard &  Poor's  500-stock  in- 
dex. And  bullion  prices,  flirt- 
ing with  $340  an  ounce,  may 
have  broken  away  for 
good  from  their  12- 
month  low  of  around 
$326  in  mid-March. 

Gold  bulls  Ijelieve  the 
comeback  is  practically 
inevitable.  They  cite  in- 
flation fears,  a  stock 
market  many  think  is 
overvalued,  interest- 
bearing  ,  investments 
with  laughable  yields, 
and  a  recalcitrant  fed- 
eral deficit.  "When  you 
put  all  those  factors  to- 
gether, they  don't  spell 
mother,  they  spell 
gold,"  says  Bruce  Kap- 
lan, who  runs  a  metals 


Smart  Money 

SHOULD  YOU  BE  DAZZLED 
BY  THE  GOLD  RALLY? 


consulting  firm  in  Santa  Mon- 
ica, Calif.  Kaplan  thinks  gold 
could  top  $400  by  yearend. 

But  small  gold  rallies  have 
happened  before  during  the 


THE  GOLD  FUNDS' 
CHANGE  OF  FORTUNE 


Fund  name 

Total  return 

Five-year  Year-to-dcte' 

LEXINGTON  STRATEGIC 
INVESTMENTS 

-16.32%  88.31% 

UNITED  SERVICES 
GOLD  SHARES 

-12.87 

38.93 

VAN  ECK  INTERNATIONAL 
INVESTORS 

-1.51 

32.78 

FIDELITY  SELECT  PRECIOUS 
METALS/MINERALS 

-1.32 

31.14 

BULL  &  BEAR 
GOLD  INVESTORS 

-1.71 

28.40 

Through  Apr^  9        DATA:  MORNINGSTAR  INC 


metal's  10-year  decline— and 
fizzled.  A  look  at  fundamen- 
tals suggests  that  the  gold 
bugs'  excitement  may  be  pre- 
mature. While  gold  demand 
for  jewelry-making  is 
strong  and  growing,  es- 
pecially in  the  Far  East, 
efficient  production  and 
central-bank  selling 
seem  likely  to  provide 
an  ample  supply. 
VOLATILE.  For  individual 
investors,  owning  phys- 
ical gold  isn't  much  of  a 
deal  unless  its  price 
really  takes  off.  It  pays 
no  dividends,  and  you 
carry  insurance  and 
storage  costs.  While 
gold  stocks  and  mutual 
funds  have  done  well, 
they  are  far  more  vola- 
tile than  gold  itself.  If 


prices  don't  meet  inves 
expectations,  gold  shares 
whipsaw  back  down.  "Yo 
ready  have  speculation 
in  that  could  be  disappoi 
in  the  absence  of  good  n( 
says  Richard  Hoey,  ( 
economist  at  Dreyfus. 

One  strategy  may  b 
seek  out  gold  stocks 
funds  that  have  risen  fo 
dependent  reasons.  The 
fund  performers  last  qu£ 
invested  mainly  in  SoutI 
rican  mining  companies 
the  world  looked  more  ki 
on  Pretoria's  politics, 
trend  v.'ill  probably  cont 
in  1993.  If  you  do  share 
gold  bugs'  inflation  ar 
consider  alternative  in^ 
ments.  Technical  analyst 
nadette  Murphy  at  M.  Ki 
man  recommends  oil  stc 
which  also  pay  relati 
high  dividends  and  pre 
less  risk.  And  Lincoln  Ar 
son.  Fidelity  Investm( 
chief  economist,  thinks 
international  equity  or 
rency  funds  are  a  much 
ter  hedge.        Joan  Wa 
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.    You're  A  WEli-Ru^  GdME/VNY. 


By  entering  a  team  in  the  Chemical  Bank 
lorporate  Challengef  you'll  not  only  be 
romoting  physical  fitness,  but  a  sense  of  pride  and 
rhievement  in  your  company.  This  3. 5 -mile  race 
open  to  full-time  employees  of  corporations, 
usinesses  and  financial  institutions  in  each  of  die 
ities  listed  below. 

Now  in  its  seventeenth  year,  die  Corporate 


CHEDULE  OF  EVENTS 

rentative  schedule— subject  to  change) 

lay  11  New  \brk  City  (Race  1) 

lay  18  Rochester 

lay  2  7  ,\lbany 

une  4  Frankfurt 

une  7  Oslo 

une  1 6  New  York  Cit\'  ( Race  2 ) 


5l)cJfeUrJ|orkStmc0 


CHEMICAL  BANK 

CORPORATE  CHALLENGE® 
x 


Challenge  has  grown  to  become  the  largest  event  of 
its  kind.  Last  year,  over  120,000  runners  from  6,000 
companies  competed  in  16  cities. 

So  foster  a  spirit  of  teamwork  widiin  your 
company  that  transcends  die  balance  sheet.  For  more 
information,  write  or  fax:  Event  Marketing,  Chemical 
Bank,  140  East  4.Sdi  Street,  16di  Floor,  New  York, 
N.Y.  10017.  Fax:  (212)  557-3799. 


June  24 

Buffalo 

July  27 

Long  Island 

August  18 

San  Francisco 

June  29 

Philadelphia 

July  29 

Boston 

September  14 

Atlanta 

July  8 

New  York  City- (Race  3) 

Aug;ust  3 

S\Tacuse 

September  22 

Dallas 

Julv  14 

London 

August  5 

Chicago 

October  9 

New  York  City— Chemical 

July  20 

MorristowTi 

August  10 

Pnnceton 

Bank  Corporate  Challenge 

July  22 

Stamford 

August  12 

Paranius 

International  Championship 

Busines^Afeek 


PREMIUM  FROZEN  YOGURT 


^Chemical 


<o  1993  Chemical  Banking  Corporation 


ersonal  Business 


Collectibles 


NOT  YET  READ, 
BUT  ALREADY 
A  RARE  BOOK 


J 


ohn  Dunning  has  been 
an  antifiuarian  l)ookseller 
for  eight  years,  hut  even 
he  was  surprised  at  the  swift 
jump  in  value  of  Booked  to 
Die,  the  gritty  murder  mys- 
tery he  wrote  about  the  rare- 
book  business.  Issued 
in  January,  1992,  at 
$19.95,  the  work  sold 
out  within  days.  Six 
months  later,  the 
first  edition  brought 
$100,  and  now  deal- 
ers ask  $150.  The 
frenzy  drove  up  the 
prices  of  Dunning's 
other  books,  too.  A 
first  edition  of  his 
1980  novel  Denver- 
jumped  to  $125,  up 
from  $20  last  year. 

Rare  books  once 
meant  first-edition  Mark 
Twains  or  signed  Ernest 
Hemingways.  But  today,  the 
big  appreciation  is  in  "hy]jer- 
modern.s"— contemporary  nov- 
els, often  by  authors  that  are 
just  being  discovered.  A  first 


edition  of  Robert  James 
Waller's  surprise  best-seller. 
The  Bridges  of  Madison  Coun- 
ty, issued  last  year  at  $14.95, 
now  fetches  three  times  that. 
"Collectors  want  to  say:  'I 
was  there  at  the  beginning  of 
his  career,' "  says  David 
Brown,  editor  of  Bookline,  a 
monthly  newsletter  about  first 
editions. 

The  trick  is  spotting  hy- 
permoderns  while  first-edi- 
tion copies  are  still  in  the 
store,  or  better  yet,  on  the 
remainder    table.  When 
Nicholson  Baker's  Vo.r  came 


"garp,"  Brown  says.  That 
means  a  writer  with  an  ob- 
scure book  or  two  who  makes 
the  big  time  with  a  critically 
acclaimed  best-seller,  as  John 
Irving  did  with  The  World  Ac- 
cording to  Garp.  Cormac  Mc- 
Carthy accomplished  that  last 
year,  when  All  the  Pretty 
Horses  won  a  National  Book 
Award.  His  1965  book.  The 
Orchard  Keeper,  went  to  $900 
from  $200.  Brown  says  firsts 
of  more  established  writers 
can  also  be  valuable:  John  Up- 
dike's command  up  to  $300. 
STORE  FINDS.  Mysteries  are 
good  bets  as  hypermoderns. 
A  first  of  Indemnity  Only, 
Sara  Paretsky's  initial  book 
about  female  detective  V.  I. 
Warshawski,  sells  for  $1,000. 
It's  rare  because  only  a  few 
thousand  copies  were  print- 
ed, and  many  were  destroyed 
after  they  failed  to  sell.  Mo- 
vies drive  up  prices, 
too.  A 


store  in  Denver.  "An^ 
only  person  who  should 
in  a  book  is  the  guy 
wi'ote  it."  Fading,  water 
or  a  torn  jacket  can  ci 
book's  value  up  to  50%. 

Generally,  you  can  id 
a  first  edition  by  turni 
the  copyright  page.  Son 
"First  Edition."  Others 
a  series  of  numbers,  st; 
at  10  and  going  backw 
The  last  number  is  th( 
tion  number. 

Hyperm.oderns  turn 
flea  markets  and  thrift : 
but  don't  overlook  books 
Bookline  (800  578-5463; 
per  year)  gives  the  lates 
es  and  predicts  hypei 
erns.  Quill  &  Brush  cai 
list  5,000  firsts  and  thei 
ues  (301  460-3700;  $10). 
Ahern's  Collected  Books 
nam;  $50)  names  15,000 
Like  any  investmem 
permoderns  can  fall  in  ' 
too.  The  first  U.S.  e( 
of  The  Satanic  \ 
by  S; 


A  FIRST-EDITION  FEAST 


Title 

Year  Asking 
published  price 

A  IS  FOR  ALIBI 

1982  $850 

IF  1  DIE  IN  A  COfABAT  ZONE 

1973  450 

INTERVIEW  WITH  THE  VAMPIRE 

1976  650 

MILAGRO  BEANFIELD  WAR 

1974  150 

NIGHT  SHIFT 

1978  600 

LOVE  MEDICINE 

1984  150 

THE  SHINING 

1977  250 

DATA  JOHN  DUKNING 


out  last  year,  it  drove  the 
price  of  an  earlier  work,  The 
Mezzanine,  to  $175.  A  few  col- 
lectors snatched  remaindei"ed 
copies  for  $2.95.  A  first  of  Vo.r 
goes  for  $75. 

Look  for  authors  who  will 


Jo 


first  edition  of  W.  R 
Kinsella's  Shoeless 
made    into    Field  of 
Dreams,  now  brings  $150. 

To  fetch  top  price,  a  book 
must  be  in  mint  condition. 
"Don't  ever  read  a  first  edi- 
tion," says  Dunning,  who 
owns  the  Old  Algonquin  Book- 


Rushdie 
jumped  to  $150  after  he 
received  death  threats, 
it  sells  for  $25.  Deprecial 
a  I'eason  dealers  sugges 
stick  to  books  you  like, 
values  drop,  you  can  a 
read  them.    Sandra  Att 


Worth  Noting 


■  FAMILY  MATTERS.  As  inter- 
est rates  have  dropped,  so 
has  the  amount  the  IRS  says 
you  must  charge  on  a  loan  to 


a  relative.  The  April,  1993, 
federal  rate  for  a  long-term 
loan  is  6.42%,  down  from 
7.04%  in  February.  Rates  for 
short-term  loans  (zero  to 
three  years)  fell  to  3.72% 
from   4.19%,   and  midterm 


loans  (three  to  nine  years)  slid 
to  5.38%  from  6.13%. 
■  TAX  BYTES.  Coopers  &  Ly- 
brand  is  launching  an  elec- 
tronic news  service  providing 
the  latest  in  tax  regulation 
and  legislation,  general  busi- 


ness news,  and  weekly 
ings  by  company  tax  p 
sionals.  Tax  News  Net 
connects  to  a  PC  throi 
modem  or  local-area  net 
and  costs  $50  a  montl 
user.  Call  800  528-5816. 
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Q^Len  you  work  in  a  fylace  ihais  a  mile  hig 
your  ideas  are  LounJ  to  Le  lo/iier. 


n  your  standard  nf  reference  is  tlie  Rocky  Mountains,  tliinking  tig  is  sometliing  tKat  comes  naturally. 
One  sterling  example  of  this  tlnnking  is  tlie  new  Denver  International  Airport,  bcheduled  for  completion 
993,  it  covers  more  land  area  tkan  LotK  O'Hare  and  Dallas/Fiort  Worth  airports  combined. 


But  more  significantly,  its  the  first  aii"port  that  will  allow  up  to  three  different  '-a^^^^ 
ams  of  aircraft  to  land  at  the  same  time.  This,  together  with  the  latest  navigational  aids 
.  low  visibility  lighting  will  make  for  an  airport  thats  virtually  weatherproof,  resulting  in  fewer  delays. 

Perhaps  its  on  ly  fitting  that  the  minds  behind  this  project  come  from  a  place  where  the  workforce  ranks  as 
of  the  highest  educated  in  the  nation.  In  fact,  the  number  of  college  graduates  here  is  62%  above  the    ational  average. 
And,  according  to  the  Federal  Reserve,  our  state  economy  is  one  of  the  most  diverse. 

In  addition,  Denver  is  where  cable  television  was  inven  ted.  It  Is  still  the  country  s  gold-mining  capital, 
d  it's  the  only  place  in  the  U.b.  where  you  can  link  directly  by  satellite  to  five  continents,  using  only  one  satellite  "bounce!" 

All  of  which  make  Denver  an  unusually  forward-thinking  place  to  do  business.  As  evidenced  by  the  fact 
t  more  money  is  currently  being  spent  to  build  infrastructure  in  Denver  than  in  any  other  citv.  Or  the  fact  th  at  prime 
*l  vntown  o  ffice  space  goes  for  a  competitively  low  $13  a  square  foot.  And  the  median  cost  of  a  home  is  $95,000. 
All  in  a  location  that  ha  s  more  sunny  days  than  M  lami  or  Honolulu. 

So,  if  you  find  yourself  having  ideas  that  seem  bigger  than  the  city  you're  in,  we  suggest  you  call  Dolores 
Ison  at  the  iMetro  De  nver  Network,  303-620-8029.  We  th  ink  you  11  enjoy  the  conversation.  After  all,  she  is  quite 
I  customed  to  hearing  from  people  like  you.  CD  enver  Take  A  closer  Look. 
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WITH  A  GOLF  PERFORMANCE  EVALUATION. 

Want  to  hit  farther?  More  accurately?  And  improve  your  fitness  so  you1P 
stretch  your  playing  days,  too? 

Then  sign  up  for  a  GOLF  PERFORMANCE  EVALUATION  AT  CENTINEL 
HOSPITAL'S  FITNESS  INSTITUTE,  the  official  research  and  testing  center  foi 
the  PGATOUR  and  Senior  PGA  TOUR. 

The  evaluation  is  a  series  of  tests  developed  by  the  medical  director  of 
the  PGA  TOUR  and  Senior  PGA  TOUR.  It's  based  upon  biomechanicai  research 
working  with  professional  golfers  at  Centinela  Hospital  Medhai  Ceitte 
First,  our  sophisticated  swing  analyzer  and  split-screen  videotope  analysis 
ill  identify  weaknesses  in  your  game.  We  then  test  your  strength  and 
flexibility  using  computerized  Cybex  equipment.  You1l  also  receive  a  personal- 
ized, golf-specific  exercise  program  and  a  written  analysis  of  your  technique 
by  a  teaching  pro.  Your  own  club  pro,  if  you  like.  And  every  Golf  Performance 

Evoluation  includes  the  same  physic 
exam  we  give  the  pros. 

SIGN  UP  FOR  THE  GOLF 
PERFORMANCE  EVALUATION 
TODAY. 


CALL: 

246-9123 


CENTWEUWoSPITAn 
prn«ESJ  INSTITUTE 


BRUaCRAMPTON 
Senior  PGA  TOUR 

"Jhmks  to  (£nlineh  Hosphal 
golfaseveryv^ewil 
soon  see  dramatic  restdts 
mthar  games." 

9 

ASK  ABOUT  OUR 
$200  DISCOUNT  OFFER. 


TOMKin 
PGATOUR 

Hhs  is  the  ultimate  testin 
piogiam  for  golfers,  who 
now  get  the  same  attentio 
vte  get  on  the  TOUR." 


Indorsed  by  the  PGA  TOUR  and  Senior  PGA  TOUR 


A  Nonprofit  Medical  Facility 
6666  Green  Valley  Circle 
Culver  Gty,  a  90230 


It's  taken  politicians  ten  years  to  confront 
the  AIDS  epidemic. 


1 


It  took  musicians  about  65  minutes. 


The  Federal  government  has  been  slow  to  K  StF^  James  &  David  Sanborn,  Al  Jarreau, 

confront  the  tragedy  of  AIDS.  So,  once  again,  KKSF   o-i^-'TJ<:^   Bernward  Koch,  Bonnie  Raitt,  David  A.Stewart, 

and  a  group  of  dedicated  musicians  have  taken      'os-'    fm     Sting,  Lauren  Wood,  Danny  Wright  and  Yanni. 
things  into  their  own  hands. The  result  is  the  new  KKSF       \      All  net  proceeds  go  to  the  San  Francisco  AIDS 


Sampler  3  for  AIDS  Relief,  in  CD  and  cassette  Music 
by  Bose,  Richard  Burmer,  Greenidge  &  Utiey, 

Dave  Grusin  &  Lee  Ritenour,  Hiroshima,  • 


AIDS' 

("(  )UNi:)ATI(  )N  ' 


Foundation  and  other  Bay  Area  AIDS  organizations, 
to  support  people  with  AIDS  and  educate  the 
community.  So  we  can  stop  AIDS  now. 
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""My  bank  didn't  just  help 
finance  an  office.  They  helped 
finance  a  dream." 

Ida  Murmon.  President. 
Gene  .v  Office  Products 


"We  Started  out  fixing  office  equipment 
in  a  space  barely  big  enough  for  me,  my 
brother  and  a  few  broken  typewriters. 
Selling  office  supplies  was  next  for  us. 
Of  course,  if  you  give 
someone  a  piece  of 
paper  and  a  typewriter. 


COMMERCIAL  BANKING 


big  leagues  a  lot  easier.  Turns  out  many 
of  the  big  companies  BofA  works  with 
started  out  small.   And  like  us,  they 
turned  to  BofA  for  help  growing. 

Today,  I  pass  on 
what  I '  ve  learned 
from  my  experience 


pretty  soon  they  need  a  place  to  sit. 
But  before  we  could  sell  office  furniture, 
we  needed  a  loan  to  help  us  expand. 

We  got  much  more  than  that  from  the 
people  at  Bank  of  America.  Their  service 
and  experience  made  moving  up  to  the 


with  BofA  to  other  business  people  in 
my  community.  I  tell  them  that  they're 
never  limited  by  the  size  of  their  office. 
Only  by  the  size  of  their  dreams.'' 

BANKiNCi  ON  America'' 


m  Bank  of  America 


'1993  BankAmenca  Corp  Bank  of  America  NT&SA.  Member  FDIC, 
118D-CA 
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Elan  Energy  114 
ESPN  108 
Exxon  62 
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Fiat  40 

Fidelity  Canada  114 
Fidelity  Investments  116 
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Harris  Group  81 
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Reebok  International  62 
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Renaissance  Energy  1 14 
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Roger  Grace  Associates  92 
Rogers  Communicotions  1 14 
Royal  Bank  of  Canada  114 


Solomon  Brothers  81,  99 
Samsung  46 
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TacoBell  40 
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TBCCorp.  86 

Texas  Instrument  92 

Thomas  Cook  Group  84 

Thorn  EMI  102 

Time  Warner  40 
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Total  Canada  Oil  114 

Towers  Perrin  60,  62 
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Travelers  56 
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Turner  Broadcasting  108 
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Uniroyal  56 

United  Airlines  26,  40,  99 
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Wait  Disney  56,  108 
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National 
Stuttering 
Awareness 
Week 

MAY  1046 


Legendary  star  of  the 
Chicago  Bulls  Boh  Love, 
who  personally  overcame 
a  speech  impediment, 
leads  the  1993  campaign 
to  educate  the  public 
about  stuttering  with  a 
message  of  help  and  hope. 
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Fur  nmrf  intormation,  write: 

Stuttering 
foundation 
OF  America 

A  Non-Profu  Organization 

.Since  my  - 

tkljnnf^  ThiiM-  W'hti  SluUcr 


P.O.  Box  11749  •  Memphis  TN  38111-074'^ 
1-800-W2-Q392 
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Strong 
Medicine 

Health  Care  and  American  Business: 
The  Problems  ■  The  Promise 

A  Special  Advertising  Section  From  Business  Week 

According  to  President  Clinton,  health  care  refomi  is  job  1.  Especially  where  it 
concerns  U.S.  busuiess.  The  frightening  state  of  our  health  care  system  impact 
everyone,  affecting  our  physical  and  economic  well  being. 

How  do  we  cure  these  ills?  With  a  strong  dose  of  realit)'.  Business  Week's  spec 
advertising  section,  "Health  Core  and  American  Business:  The  Problems,  The  Promis 

provides  an  in-depth  profile  of  the  people  and  policies  shaping  tlie  fiiaire  of  tl 
critical  issue.  Plus,  it  takes  a  hard  look  at  the  economic  balancing  act  Wishingt 
faces.  Mdst  impoitimt,  it's  an  oppoitunitv'  to  position  your  company  witliin  this 
national  debate. 

Complementing  this  special  section.  The  1993  Business  Week/  Deloitte  &  Touchi 

Health  Care  Summit  will  provide  you  w  ith  the  rare  oppoitunit)'  to  tackle  these  : 
side-b\-side  w  ith  some  of  the  leading  figures  in  government,  business,  labor, 
academia,  and  healtli  care.  A  limited  numter  of  corporate  sponsorsliips  are 
available. 

The  Health  Care  Summit  will  be  held  at  the  Willard  Hotel,  Washington,  D,C. 
on  No\-ember  16  and  17,  1993- 

For  more  information  about  corporate  sponsorship  opportunities  at  the 
Health  Care  Summit,  please  contact  William  H.  DeGraff,  Director  of  Sales, 
Strategic  Programs  at  212.512.6012. 


BusinessWeek 


To  reserve  space  in  the  advertising  section, 
please  contact  Rhea  Stein,  Project  Director,  at 

212i1Z6905 

Issue  date  :  June  28,  1993 
Closing  date  :  May  17, 1993 
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detailed  explanation  of  this  page  is  available  on  request 
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EXECUTIVE  PAY:  IT  DOESN'T  ADD  UP 


The  figxires  for  executive  pay  are  simply  astonishing.  The 
average  CEO  in  business  week's  43rd  annual  compen- 
sation survey  pulled  down  a  record  $3.8  million  in  1992, 
up  more  than  56%  from  last  year.  To  get  into  1992's  Top  10, 
a  chief  executive  had  to  make  more  than  $22.8  million.  For 
all  the  talk  of  boards  of  directors  cracking  down  on  excess- 
es, for  all  the  prodding  of  activist  shareholders,  for  all  the 
disclosure  rules  passed  by  the  Securities  &  Exchange  Com- 
mission, ceo  pay  continues  to  climl)  to  ridiculous  heights.  Just 
how  many  tens  of  millions  of  dollars  are  needed  to  motivate 
CEOS  to  do  their  jobs  properly? 

Chief  executives  argue  that  it's  unfair  to  lump  stock-op- 
tion gains,  which  result  from  cashing  in  options  granted  years 
ago,  into  one  year's  pay.  While  they  appear  luxurious,  the 
gains  are  one-shot  rewards  for  many  years  of  work.  Fair 
enough,  especially  in  a  year  when  executive  pay  rose  in  part 
because  many  CEOs  rushed  to  exercise  stock  options  in  re- 
sponse to  Clinton's  promise  to  raise  taxes. 

But  what  al)out  the  dozens  of  CEOs  who  show  up  year  af- 
ter year  on  the  best-paid  list,  perennial  winners  in  the  com- 
pensation game?  Large  stock-option  gains  are  built  into  their 
annual  packages.  And  don't  ignore  the  effect  of  a  rising  mar- 
ket. The  value  of  stock  options  climbs  along  with  the  com- 
pany's stock  price.  So  many  CEOs  can  thank  the  luck  of  the 
market  upturn,  not  their  stewardship,  for  their  good  fortune. 

The  issue,  of  course,  isn't  simply  the  stratospheric  num- 
bers but  the  linkage  of  pay  to  performance.  Many  CEOs  de- 
liver great  value  to  their  shareholders.  But  many  others  fall 
short— very  short.  A  few  continue  to  take  home  huge  sums 
while  their  company  declines.  More  often,  CEOs  can  point  to 
a  decent  rise  in  return  on  equity,  but  the  growth  in  their 
own  pay  far  exceeds  their  company's  performance. 

What  is  most  troubling  is  the  disparity  between  CEo  pay 
and  what  everyone  else  in  the  country  earns  for  their  work. 
At  a  time  when  the  incomes  of  90%  of  corporate  employees 
are  barely  gi'owing  as  work  loads  get  heavier  every  day  and 
job  insecurity  is  a  constant,  these  multimillion-dollar  wind- 


falls are  more  than  unseemly:  They  are  arrogant.  They 
ply  that  no  one  else  but  the  CEO  is  responsible  for  the  g 
performance  of  the  company— not  the  teams  of  workers, 
salespeople,  the  managers,  or  the  support  staff.  It  is  in; 
ing  to  workers  who  are  told  they  are  critical  members 
team  only  to  see  one  individual  walk  away  with  a  dispro 
donate  share  of  the  rewards. 

The  gap  between  the  executive  suite  and  the  shop  has  ■ 
ened  to  the  point  where  the  average  American  CEO  rti; 
an  incredible  157  times  what  a  factory  worker  gets  an( 
times  what  an  engineer  takes  home.  And  that  gap  has  1 
getting  progressively  worse.  Back  in  1960,  when  U.  S. 
nomic  power  was  at  its  height,  CEOs  pulled  down  an  a 
age  of  $190,000.  That  was  only  41  times  a  factory  wort 
average  income  and  only  19  times  what  an  engineer  ma 

The  disparity  tears  at  the  social  fabric.  It  is  unaccept 
to  the  larger  polity  as  CEOs  configure  themselves  into  a 
monied  elite.  Chief  executives  earned  113  times  what  a  sc 
teacher  made  last  year.  The  gap  in  1960  was  just  38  tii 
That's  just  not  right. 

What  can  be  done?  There  is  now  a  disconnect  between 
and  performance  in  the  corner  office.  Just  granting  m 
millions  in  stock  options  isn't  the  answer.  The  downside 
assumed  by  stockholders  isn't  shared  by  executives.  CoIjj 
Palmolive  and  AT&T  have  started  setting  triggers  for  st 
option  rewards  at  higher  stock-price  levels,  giving  CEOs  a 
get  to  shoot  for  and  ensuring  that  shareholders  realize  s 
gains  before  the  CEO.  Colgate  just  gave  its  chairman  40C 
options  that  carry  an  exercise  price  of  $100.35  per  share, 
stock  currently  trades  at  about  60.  creating  a  major  in 
tive  for  performance.  Other  boards  of  directors  are  sir 
requiring  their  CEOs  to  buy  large  chunks  of  equity  to  f 
them  to  share  stockholders'  risks  and  rewards. 

Washington  is  flirting  with  a  tax-based  plan  to  tie  CEO 
to  performance.  If  Corporate  America  doesn't  show  somi 
straint  on  executive  compensation,  a  populist  wave  may  ; 
push  politicians  to  take  a  crack  at  it. 


THE  LAST  THING  BUSINESS  NEEDS  NOW 


For  many  U.  S.  corporations,  it  has  been  a  remarkable 
year.  While  consumer  demand  remains  tentative,  cor- 
porate profits  are  unequivocally  strong,  productivity  is 
undeniably  up,  and  market  share  lost  in  the  1980s  continues 
to  be  recouped.  Who  would  have  ever  guessed  that  Chrys- 
ler Corp.'s  biggest  problem  today  would  be  meeting  surging 
demand  for  its  hot  cars  while  Toyota  Motor  Corp.  and  Hon- 
da Motor  Co.  face  bloated  inventories  and  lost  market  share 
month  after  month? 

So  if  American  companies  are  doing  so  well,  why  do  we 
care  about  the  imminent  demise  of  the  investment-tax  cred- 
it that  the  Clinton  Administration  has  been  proi)Osing  to  help 
corporations  buy  eciuipment  over  the  next  few  years?  The 


ITC  is  not  a  great  idea,  but  it  was  part  of  a  deal  the  Ad 
istration  made  that  bumped  the  corporate  tax  rate  up  1 
34%.  to  36%  to  generate  $31.2  billion  in  new  revenues.  Ii 
turn  corporations  were  promised  $29.5  billion  in  tax  ere 

It  was  supposed  to  be  a  wash,  without  much  of  a  new 
den  falling  on  companies.  But  without  the  ITC,  all  U.  S. 
porations,  large  and  small,  now  stand  to  lie  hit  by  a  sig 
cant  tax  increase  just  when  they  are  beginning  to  expar 
home  and  abroad.  Dumping  a  new  tax  on  companies  v 
retail  sales  are  weak  and  consumer  confidence  is  down  is 
ply  not  a  gi-eat  idea. 

So  what  should  be  done  in  Washington?  Kill  both  th( 
and  the  corporate  tax  increase.  Pronto. 
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During  the 
National  Minivan  Sale, 
the  more  options 

you  pick, 
the  more  savings 
you  pick  up. 


Jet  $500  cash  back  on  America's  most  popular  minivan. 

It's  easy  to  tit  ynur  family  into  a  C'aravan.  AnJ  with  $S00  cash 
k ,  It's  easy  to  tit  a  Caravan  into  your  tamily's  hiid^et.  OtirinL;  the 
Clonal  Minivan  Sale,  the  cash  hack  is  lust  tor  starters. 

Save  up  to  $1,000  in  equipment  packages. 

America's  best  selling  minivan  is  also  available  with  all  kinds 
lackage  savinj^'s.  AnJ  that  can  mean  trom  $iSS7  to  $1,000 
,sed  on  MSRPs  ot  items  it  sold  separately).  So  you're  way 
-■ad,  even  before  yt)u've  heard  our  latest  offer. 

Now  save  even  more  on  luxury  and  safety  options. 

Now,  dunnu  the  National  Minivan  Sale,  you  also  <4et  the  benefit 


199  i  I  Mac  Caravan  ES 


of  .some  very  big  discounts  on  some  of  our  most  popular  options 
Our  integrated  child  safety  seats,  ijuad  command  buckets  or 
le.ither  trim,  tor  instarice.  Add  anti- 
lock  brakes  and  a  CD  player.  Cive 
yourself  a  luggage  rack  and 
sunscreen  glass,  too. 

If  you've  been  waiting  to  buy  a 
Dodge  Caravan,  your  timing 
couldn't  be  better.  Wliether  it's  our 
affordable  Family  Value  model, 

All-Wheel  l>i\'e  model,  sporty  ES  or  Grand  C^ara\'an.  Tlu- 
more  options  you  buy,  the  more  money  you  save. 


$500  Cash  Back 
+  Package  Savings 

up  to  $1,000 
+  Option  Savings 
up  to  $1,100 


Total  up  to  $2,600 


The  Minivan  Store       %ur  Dodge  Dealer 


'^j'  .Vc  limiieil  ii'dmiiKH's  at  dcaLr.  (.'Xtliisums 
™ '  and  riMriLiiimN  ii()/)K'  t|  )c'|)i-iijm,i;  on  model 


We  know  how  to  help. 


Til  buy  111-  li'iiSL',  sc'f  ^iiiir  /  hidf^t:  dealer  Buekle  iif)  /nr  su/civ 
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